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   5.1  Introduction 
 Have you ever been shopping and spent all your money on the fi rst few things you 
saw, only to later be disappointed when you came across something you would 

have liked more? What about the assessable 
task you left until the last minute only to fi nd 
all the information resources you needed had 
been borrowed from the library? Or the dental 
appointment for which you were half an hour 
late? In these cases you did not manage either 
your money, assessment requirements or time 
very well. These cases reveal that you have 
actually been practising the art of management 
for a number of years. Sometimes you have 
managed your affairs successfully; at other 
times you may have mismanaged them. 

 Managing is an essential skill that all people 
need to develop. How well you perform the 
task of management will often determine 
whether you achieve the goals you have set 
for yourself. In the world of business, just as 
in your personal life, management is a funda-
mental activity. It is what makes the business 
function. 

 The CEO featured in the opening story of 
this topic highlights a number of important 
characteristics of management, including:  

1.     having the ability to analyse information, attend meetings and communicate 
with a wide range of people both inside and outside the business  

2.     possessing the skills to manage change effectively  
3.     having the vision to see how things could be, rather than just accepting things 

the way they are  
4.     providing leadership through the  desire to encourage, motivate and guide 

employees  
5.     understanding your roles and responsibilities in order to achieve the goals of the 

business.    

   CHAPTER 5

Nature of management  

   FIGURE 5.1  Stephen Cornelissen, Group CEO of Mercy Health, won 2016 CEO 
of the Year for making a notable difference in the corporate world. Cornelissen 
joined the not-for-profi t organisation as CEO in 2011 and in the 2015/16 fi nancial 
year, the organisation expanded its aged care services nationally and redeveloped 
its current facilities. His traits include a willingness to laugh and have fun, as well 
as placing a signifi cance on integrity through honesty and hard work. 
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 The   traditional defi nition of management   is the process of coordinating a busi-
ness’s resources to achieve its goals. 

 As outlined in chapter 3 the four main resources available to a business are:  
•   Human resources. These are the employees of the business and are generally its 

most important asset.  
•   Information resources. These include the knowledge and data required by the 

business, such as market research, sales reports, economic forecasts, technical 
material and legal advice.  

•   Physical resources. These include equipment, machinery, buildings and raw 
materials.  

•   Financial resources. These are the funds the business uses to meet its obligations 
to various creditors.   
 A   manager  , therefore, is someone who coordinates the business’s limited 

resources in order to achieve specifi c goals.   

 BizWORD 
  The   traditional defi nition of 
management   is the process of 
coordinating a business’s resources to 
achieve its goals.  

   FIGURE 5.2  An effective manager is an essential ingredient for achieving business success. 
Melinda Gates, co-chair of the Bill & Melinda Gates Foundation, has been recognised as one 
of the world’s greatest leaders. Her vision for the foundation has helped improve the lives of 
millions of people. The work of the organisation refl ects her impatient optimism, passionate 
commitment to empowering women and her fundamental belief in human dignity. 

 BizWORD 
  A   manager   is someone who 
coordinates the business’s limited 
resources in order to achieve specifi c 
goals.  

  5.1.1  Contemporary definition 
 The past few years have seen a subtle, but signifi cant, modifi cation of the meaning 
of the term ‘management’. More contemporary defi nitions emphasise that 
 management   is the process of working with and through other people to achieve 
the goals of the business in a rapidly changing environment, as shown in fi gure 5.3. 
Crucial to this process is the effective and effi cient use of limited resources.   

 According to this defi nition, management requires:  
• Working with and through others.  Management is, above all else, a social process. 

Those managers who do not interact and communicate well with employees fail 
to achieve high levels of commitment from staff.  

• Achieving the goals of the business.  Without goals, the business would quickly 
lose direction. Employees would not understand the ultimate purpose of their 
work and managers would not be able to measure performance.   Effectiveness 
measures the degree to which a goal has been achieved.  

• Getting the most from the limited resources.  All businesses face the problem of 
limited resources or scarcity. Consequently, managers need to coordinate the 
resources effi ciently.   Effi ciency   compares the resources needed to achieve a goal 

 BizWORD 
  A more contemporary defi nition of  
 management   views management 
as the process of working with and 
through other people to achieve 
business goals in a changing 
environment. Crucial to this process 
is the effective and effi cient use of 
limited resources.

  Effectiveness  measures the degree 
to which a goal has been achieved.   

   BizWORD 

Effi ciency  compares the resources 
needed to achieve a goal (the costs) 
against what was actually achieved  
 (the benefi ts). 
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Coping with a
rapidly changing

environment

Balancing ef�ciency
and effectiveness

Getting the most
from limited
resources
(ef�ciency)

Achieving the
goals of the

business
(effectiveness)

Working with and
through others

FIGURE 5.3 Key aspects of the management process

 Weblink: The changing role 
of managers

Resources

FIGURE 5.4 A manager’s job is never done! Managers can sometimes feel as if they are 
caught in a neverending cycle of meetings, interruptions, paperwork, emails and trivialities.

(the costs) against what was actually achieved (the benefits). The most efficient 
coordination of resources occurs when the benefits are greater than the costs.

• Balancing efficiency and effectiveness. Managers must usually balance both 
the efficiency and effectiveness of their decisions. A correct balance between 
efficiency and effectiveness is the key to achieving a competitive position in 
today’s challenging business environment.

• Coping with a rapidly changing environment. This is one of the most important 
tasks of all managers. Successful managers are those who anticipate and adjust 
to changing circumstances.
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5.1.2 Management within the business
Management is a complex task. It is an exciting, challenging, sometimes frustrating 
but usually rewarding experience. All businesses must be managed; they do not 
operate automatically. For example, without managers how could 20 000 airline 
flights a day be achieved without an accident, tens of thousands of motor vehicles 
be manufactured, hundreds of thousands of students be educated, and hundreds of 
films and downloads be made available for our entertainment.

The manager’s role is similar to that of a musical  conductor. It is the conductor who 
has to coordinate all the members of the orchestra so they stay in time, inspire and 
lead, encourage superior playing, develop the  correct interpretation of the score, and 
have the orchestra playing as a whole rather than as a group of individuals just playing 
notes (see figure 5.5).

Observations made of modern managers’ work patterns suggest that manage-
ment is a difficult and demanding job and that there is a gap between how people 
view the role of a manager and reality. The myths and realities of management are 
outlined in table 5.1.

FIGURE 5.5 A business manager shares many similar features with an orchestra conductor. 
Like conductors, business managers bring together all of the varying resources needed to 
make the business successful and when it is effective, beautiful music is the result.

TABLE 5.1 The myths and realities of a manager’s job according to management researcher Henry Mintzberg

Myth Reality

1. The effective manager is a methodical planner, reflects on 
what has been achieved, with time to systematically work 
through problems encountered throughout the day.

The typical manager is constantly interrupted, with no more 
than approximately 10 minutes spent on any one activity. The 
manager takes on a great deal and has little time for reflection.

2. The effective manager has no regular activities to carry out. It 
is all a matter of coordinating other people’s responsibilities 
and then sitting back to watch others do the work.

Although managers’ days are constantly interrupted by both 
trivialities and crises, they still have regular duties to perform. 
They must interpret and analyse information, attend meetings 
and communicate regularly with other parts of the business.

3. Management is a science and, as such, can be reduced to a 
formula and set of ‘laws’ that, if followed, result in goals being 
achieved.

The manager’s job is more art than science. Managers rely 
heavily on judgement, past experience, perception and 
intuition.
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5.2 The features of effective 
management
Every business — whether it be profit or not-for-profit, small, medium or large — 
needs effective management to succeed. Managers are necessary because society 
could not function without businesses, and businesses cannot function without 
managers.

An effective manager needs to be good at:
• Planning: the preparation of a predetermined course of action for a business. It 

refers to the process of setting objectives and deciding on the methods to achieve 
them.

• Organising: the structuring of the organisation to translate plans and goals into 
action.

• Leading: the process of influencing or motivating people to work towards the 
achievement of the organisation’s objectives.

• Controlling: compares what was intended to happen with what has actually 
occurred.
The important role of effective management is to make sure the joint efforts 

of employees are directed towards achieving the goals of the business. Producing 
all the goods and services demanded by consumers involves the combined efforts 
of many people. This combined effort must be effectively coordinated so that the 
greatest amount of goods and services can be produced for the least cost — that 
is, efficiently. This coordination needs to be managed on many different levels; 
for example, within businesses, between businesses and on a national and inter-
national level. Businesses must do more than meet the needs of individuals; they 
must also meet the needs of all the stakeholders in general.

Above all else, what is important to any business is not the number of managers 
it employs, or the prestigious titles it gives them, but the ability of these managers 
to achieve the business’s goals. To do this effectively, a manager must possess a 
range of skills.

SUMMARY
• Management is a fundamental activity that makes the business function.
• Management is the process of:

(i) coordinating a business’s resources to achieve its goals
(ii) working with and through other people to achieve business goals in a 

changing environment.
• Whether the goals of the business are achieved largely depends on the skills and 

expertise of the management team in coordinating the business’s resources.
• Every business needs effective management to succeed.
• An effective manager needs to be good at planning, organising, leading and 

controlling.
• The role of effective management is to make sure the joint efforts of employees 

are directed towards achieving the business’s goals.
• Effective management is usually the major factor influencing the success or 

failure of a business.

EXERCISE 5.1 REVISION
1 Read about Andrew Thorburn at the beginning of this topic.

(a) Outline the features of effective management that Andrew Thorburn displays.
(b) Assess the effect his management style would have on both employees and the 

business.

2 State the main function of management according to the traditional definition.

BizWORD
Planning is the preparation of a 
predetermined course of action for a 
business.

Organising is the structuring of the 
organisation to translate plans and 
goals into action.

Leading is the process of influencing 
or motivating people to work towards 
the achievement of the organisation’s 
objectives.

Controlling compares what was 
intended to happen with what has 
actually occurred.

BizFACT
Managers’ expectations have a 
direct impact on their employees’ 
productivity. Managers with high 
expectations lead a more highly 
motivated and productive staff.
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3 Describe the four main resources available to a business.

4 Distinguish between the contemporary definition of management and the traditional 
definition.

5 Construct a concept map summarising the five key aspects of the management 
process according to the contemporary definition. The first one has been started 
for you.

Contemporary
de�nition of management

— key aspects

• Working with and through others
• A social process
• Communication essential

6 Distinguish between efficiency and effectiveness.

7 ‘The performance of managers is often evaluated according to two criteria: efficiency 
and effectiveness. Of the two, effectiveness is the most important.’ Discuss.

8 According to observations, contrast the ‘realities’ of a manager’s job with the ‘myths’.

9 Interview either a head teacher, deputy principal or principal at your school 
and create a list of managerial activities they undertake in the course of a day. 
Calculate to what extent their experiences mirror the realities and myths of a 
manager’s job.

10 Recall the important role of effective management.

11 Why is effective management so important in our society?

12 ‘How well you perform the task of management will often determine whether you 
achieve the goals you have set for yourself.’ Discuss.

EXERCISE 5.1 EXTENSION
1 Consider the following statement: ‘Management is often demanding, complex, 

stressful and exacting. Contributing to the complexity are globalisation, focus on 
quality, increasing competition, technological developments, and the rising demand 
for the ethical conduct of people and organisations. But at the same time, it can 
be personally rewarding.’ Examine the positive and negative aspects of being a 
manager.

2 Some people argue that middle-level managers have a more difficult job than top/
senior or lower/frontline managers. This is because the work of a middle-level 
manager is more varied in managerial and non-managerial duties. Evaluate.

3 Determine which you think is the more difficult management task: getting 
employees to work in teams rather than independently, or getting employees to 
accept change in the workplace. Provide reasons for your answer.

4 ‘The main difference between employees and managers is that employees work and 
managers think.’ Assess to what extent this statement reflects conditions in today’s 
workplace. Compare your answers with those of other class members.

5.3 Skills of management
In every occupation, certain skills are needed for success. If you have a skill, it 
means that you have the ability to complete a task effectively. A surgeon must be 
decisive and have the technical abilities to perform complicated operations. 
A champion swimmer must have the combination of natural talent and skills that 
enable him or her to swim better than almost anyone else.

BizWORD
Skill is the ability that comes from the 
knowledge, practice and talent to do 
something well.
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Not surprisingly, managers also need certain skills. The more successful  managers 
appear to have more of these skills than the less successful managers. Not every 
manager requires the same amount of each skill; however, some skills are more 
important for some job types or workplaces than are others.

In general, effective managers are those who:
• possess a range of specific management skills (see figure 5.6)
• are able to use these skills in a number of different situations.

BizFACT
CEOs tend to score higher than the 
general population on personality 
attributes such as achievement-
orientation, ambition, assertiveness 
and risk-preference.

ENVIRONMENT GROUP MANAGER — $185k pkg neg

  •  Well-respected international operation
  •  Engineering, resources focus
  •  Lead a culture of ‘zero harm’ and sustainability

As the leader in their market, Alliance & Hudson offers a genuine career opportunity to join
a growing success story. Alliance & Hudson is a dynamic, result-oriented environment
to work in.

The main responsibility of this position is to develop and implement sustainable
production practices across all divisions of the organisation.

As the Environment Group Manager, you will streamline processes, and provide timely 
and insightful leadership and engagement.

The successful candidate for this position will possess:
  •  outstanding interpersonal and communication skills
  •  the ability to effectively convey technical information
  •  experience in leading high-performance teams
  •  superior problem-solving and decision-making abilities
  •  initiative and the ability to work to deadlines
  •  successful management of stakeholder relations
  •  the professional ethics needed to meet the high standards of confidentiality
    and discretion required.

Remuneration will consist of a market competitive salary (negotiable), superannuation
and leased vehicle. Relevant tertiary quali�cations are essential.

To be considered, applicants must apply directly to this advertisement.
Visit www.all&hud.com.au/careers, quoting ref no 45930 or phone
Maryke Nagy on (03) 8964 2407.

SYDNEY MELBOURNE TOKYO NEW YORK LONDON

FIGURE 5.6 Managers are required 
to possess a range of specific 
management skills, as shown by this 
job advertisement.

Normally, a manager is not required to use all these skills constantly. What is 
important is that these skills and abilities must be available when they are needed 
so that managers can organise and motivate staff to work effectively towards objec-
tives. These skills take on added significance, given the two fundamental changes 
that have taken place in the structure of many businesses over the past decade:
1. the movement away from the ‘tall’ hierarchical structures of many traditional 

businesses, with their multiple layers of management, towards ‘flatter’ business 
structures

2. the development of self-managing work teams.
In 2006, Innovation & Business Skills Australia (IBSA) commissioned the Boston 

Consulting Group (BCG) to undertake a study into how the role of  Australia’s senior 
managers is likely to change between then and 2020. Their report, 2020 vision: The 
manager of the 21st century, reinforces the skills that will be needed to respond to 
these changes. The report says that the trend away from traditional ‘command and 
control’ forms of management towards team-based, consultative management styles 
will continue.

Managers require a range of skills to operate effectively now and into the future. 
These skills include:
• interpersonal (people)
• communication

 Weblink: 2020 Vision Report

Resources
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• strategic thinking
• vision
• problem solving
• decision making
• flexibility
• adaptability to change
• reconciling the conflicting interests of stakeholders.

Why Australian workplaces need much better leaders

Over the last decade, Australia has experienced a productivity slump. Our long-term 
productivity growth ranks well below the OECD average, and significantly below that 
enjoyed by leading economies.

However, the reality of falling productivity and its consequences has been masked 
for most ordinary Australians by the mining boom, which has created jobs and driven 
up wages.

A number of international studies have suggested that in many workplaces the 
quality of leadership and management skills can have significant direct effects 
on productivity, as well as indirect effects through their consequences for how 
workplaces adapt to changing business conditions and innovate.

A similar picture is now emerging in Australia. This gap is evident in official data on 
the ability of Australian business to introduce technological innovations, new products 
or services, or new management systems or organisational innovations. Among 
SMEs and in certain industries, the record is even more dismal.

Research on the take-up of high-performance management practices also 
indicates a paradox: while the types of practices that lead to better performance are 
well established, few workplaces adopt them.

Are Australians bad managers?
Why do Australian businesses have such a dismal record in improving the very 
things that drive workplace productivity? There are many reasons, but the quality of 
management and leadership in the workplace is a critical one.

It is clear, for example, that many Australian managers are seriously underqualified 
for the job they do. Australian Bureau of Statistics data on the qualifications 
of different occupation groups show that fewer managers have post-school 
qualifications than do the unskilled and semi-skilled workers they manage.

This is alarming at a time when the challenges of businesses are become more 
complex. This qualifications gap among our managers is particular acute among small 
and medium-sized businesses. Clearly, we need to invest more in training managers.

The Centre for Workplace Leadership at the University of Melbourne has begun to 
track employee perceptions of management and leadership in Australian workplaces.

Our initial survey findings, released today, present a stark picture. A staggering 
75 per cent of employees surveyed report that Australian workplaces need better 
managers and leaders. Perhaps a concerning indicator of future problems is the fact 
that this view is held by a majority of young people.

We are entering a period marked by the emergence of new, disruptive challenges 
for business. These challenges are set to undermine the competitiveness of 
Australian business, and cannot be met by providing businesses with tax breaks or 
subsidies to continue to operate at a loss.

Meeting new business challenges
The leadership gap goes well beyond formal qualifications. Recent survey evidence 
shows that many managers and leaders lack a number of critical technical and 
people skills. That undermines their capacity to maximise productivity.

Among the more significant is an inability to develop a strategic perspective that 
allows the business to read disruptive changes in markets, identify new opportunities 
and to adapt.

SNAPSHOT

❛ .  .  . we need to 
invest more in training 
managers. ❜
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SUMMARY
• In general, effective managers are those who:

 – possess a range of specific management skills
 – are able to use these skills in a number of different situations.

• All managers use their skills to achieve the business’s goals.
• Managers require a wide range of technical, conceptual (thinking) and people 

skills.

5.3.1 Interpersonal (people) skills
Do you know anyone who lacks interpersonal skills? These are the people who are 
insensitive to the needs and feelings of others; people who speak before thinking 
and consequently ‘put both feet in’; people who say the wrong thing at the wrong 
time or to the wrong person; people who rub others up the wrong way. Such 
people generally make very poor managers.

Managers get their work done with and through other people; therefore, 
 interpersonal (people) skills are extremely important. Such skills mean a manager 
can work and communicate with other people and understand their needs.

Interpersonal skills centre on the ability to relate to people, being aware of and 
appreciating their needs, and showing genuine understanding. People skills include 
the ability to communicate, motivate, lead and inspire (see the following Snapshot).

BizFACT
Australian Industry Group’s 
Addressing Enterprise Leadership in 
Australia report in 2015 found that a 
lack of self-awareness by ineffective 
company managers is contributing 
to Australia’s declining reputation of 
corporate leadership. It found that 
Australian managers overestimated 
their company’s management 
capabilities, which is concerning as 
it leads to an under-investment in 
leadership development.

BizWORD
Interpersonal (people) skills are 
those skills needed to work and 
communicate with other people and 
to understand their needs.

The flow-on effects are numerous, but inevitably a key one concerns the absence 
of the skills necessary to manage people, drive continuous improvement and 
effectively manage change. These challenges are also associated with under-
developed and under-resourced HR systems.

This problem typically reflects a lack of knowledge of workplace issues other than 
in a reactive way. Again, the evidence on these matters shows that these challenges 
are most acutely felt by managers in SMEs.

Source: Peter Gahan, ‘Why Australian workplaces need much better leaders’, 
 The Conversation, 20 February 2014.

SNAPSHOT QUESTIONS
1. Identify those factors on which the quality of leadership and management 

skills has a direct effect.
2. Why are Australian managers sometimes considered bad managers?
3. Identify the management skills that Australian managers lack, according to the 

article.

Interpersonal skills crucial to the success of management

An analysis published in 2016 in the Journal of Managerial Development by scholars 
at California State University identified the five interpersonal skills deemed to be the 
most crucial to the success of managers and leaders. The five interpersonal skills are:

•  Self-management: Strongly linked to this is self-awareness. Much research 
proves that as long as someone is self-aware, they can be taught to be a 
more effective manager. This is because they will then be able to see how their 
actions influence the emotions and actions of their staff. Once this is realised, 
they can then modify their behaviour accordingly. Self-management is the 
alternative to the traditional hierarchical approach to management in which the 
manager has total responsibility for planning, organising, leading and  
controlling. Self-management occurs when a manager delegates responsibility 
for these functions to staff; each employee is responsible for planning their 
own work, coordinating their actions with their colleagues, acquiring resources 
and taking corrective action when needed.

SNAPSHOT

❛ .  .  . crucial to the 
success of managers 
and leaders. ❜
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• Communication: In relation to effective communication, this is more about 
what isn’t said, rather than what’s actually spoken. Effective managers listen to 
their employees and learn from the people who work for them.

• Supportiveness: Since most managers are extremely time poor, they are 
often unaware of their employees’ needs because they are so consumed 
with the myriad tasks demanding their attention. An effective manager 
creates an atmosphere in which the people who work for them know they are 
supported. To build a supportive climate, managers need to send messages 
that acknowledge the efforts of their employees and their needs. Supportive 
managers exhibit empathy, are non-judgemental and work together with their 
staff to seek a common solution when things go wrong.

• Motivation: Effective managers customise their interactions to suit 
different employees’ needs in the hope of finding ways to influence their 
behaviour.

• Conflict resolution: Studies have shown that Australian managers have a 
high rate of avoidance leadership, which means that they often avoid giving 
negative feedback or dealing with conflict because they’re fearful of the social 
repercussions. Effective leaders help parties engaged in disagreement find 
a resolution. Several skills are needed to resolve conflicts in the workplace 
effectively: an ability to view problems and issues from multiple perspectives, 
strong problem-solving skills, active listening, an ability to think critically and 
objectively and an ability to empathise and compromise.

SNAPSHOT QUESTIONS
1. Summarise the five interpersonal skills crucial to the success of management.
2. Justify which of the above skills you believe is the most crucial for an effective 

manager.

A manager who lacks empathy, is arrogant, opinionated, unable to communicate 
or who has difficulty relating to people will not be able to develop positive relation-
ships with employees. Employees may actually work more efficiently when such a 
manager is absent because the fear of intimidation or victimisation is reduced.

5.3.2 Communication skills
Communication is as vital as the air we breathe. As babies we learn to cry in order 
to satisfy our needs; it is a baby’s first attempt at communication. Communication 
becomes more complex, however, particularly in a modern global business 
environment. It’s not just about what you say, it’s about how you say it and what 
medium you choose to get your message across.

One of the most difficult challenges for managers is getting employees to under-
stand and want to achieve the business’s goals. Effective communication is at the 
heart of meeting this challenge. Without effective communication the most care-
fully detailed plans and brilliant strategies will most probably fail.

Communication is one of the easiest and, at the same time, most difficult of 
management skills. This is because of the complex nature of communication. 
Whether communicating with employees within the business or customers in the 
marketplace, effective communication is essential for the long-term survival of the 
business. Well-written letters, an inviting telephone manner, pleasant conversation, 
concise emails, and friendly smiles and gestures reinforce carefully planned busi-
ness strategies and client networking.

Managers who are effective communicators and who are able to share their 
thoughts and plans will find it easy to influence others (see the following Snap- 
shot). Only 40 per cent of employees report that they are well informed about their 
company’s goals, strategies and tactics. This uncertainty about the company’s direc-
tion leads to chronic stress, which inhibits the release of oxytocin and undermines 

 Weblink: Developing 
interpersonal skills

Resources

BizWORD
Communication is the exchange 
of information between people; the 
sending and receiving of messages.

BizFACT
There is no simple recipe for great 
communication, but the Chinese 
philosopher Confucius once said: 
‘Tell me and I’ll forget. Show me 
and I’ll remember. Involve me and 
I’ll understand.’

BizFACT
A 2015 study of 2.5 million manager-
led teams in 195 countries found that 
workforce engagement improved 
when supervisors had some form 
of daily communication with direct 
reports.
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teamwork. Openness is the antidote. Organisations that share their ‘fl ight plans’ 
with employees reduce uncertainty about where they are headed and why. Ongoing 
communication is key.  

  Case study: Steve Jobs — a great communicator 

 What is the secret to great communication? Brilliant communicators are often 
found at the head of highly successful and profi table businesses across the globe. 
Yet perceptions of what makes a great communicator are, like beauty, often in the 
eye of the beholder. Steve Jobs, the inspirational, charismatic Apple founder and 
former CEO who passed away in 2011, believed CEOs should exude a passion 
and a vision of the business’s future. Observers studied Steve’s amazing success 
as a communicator and emphasised some of the strategies that he advised other 
business leaders and presenters to consider. Let us examine some of Steve’s 
communication techniques. 

 Firstly, when Steve prepared, he rehearsed over and over, carefully taking into 
account the nature of the audience, the message and the ideas he wanted people to 
take ‘onboard’. He used his natural speaking voice in a friendly way — as if he was 
engaged in a normal conversation. 

 Steve’s presentations became events he wanted the world to watch. He believed 
in creating a drama. For example, when introducing the new iPhone, he had fun 
with his audience while he acted on stage, pulling the new phone from the smallest 
pocket in his jeans. Visual ideas were important to Steve. He thought audiences 
remembered more of what they saw than the words they heard. He always used 
simple, dramatic, high-quality pictures, but did not overuse the visuals. What do  you  
think great communication is? 

 Steve Jobs, a self-made millionaire, portrayed himself as an individualistic, 
unconventional entrepreneur. He started Apple in 1976 in California, making the fi rst 
computer in his garage. Later he created the iPod and started Pixar animations. 
Today, the company operates more than 400 retail stores in 14 countries and 
employs over 40 000 people worldwide. 

   SNAPSHOT QUESTIONS  
1.     Defi ne  the terms ‘inspirational’ and ‘charismatic’.   
2.     Outline  Steve Jobs’ communication techniques.   
3.     Propose  why speaking in a friendly way — ‘as if he was engaged in a normal 

conversation’ — is a smart communication strategy.   
4.     Determine  what you think great communication is. Share your answer with 

other class members.    

SNAPSHOT

❛  Steve’s presentations 
became events he 
wanted the world to 
watch. ❜ 

   FIGURE 5.7  Clarke Murphy, CEO of 
executive search fi rm Russell 
Reynolds Associates, believes 
communication skills in today’s instant 
world are essential for a CEO’s 
success. While this might sound very 
basic, there are many managers who 
are very good at making decisions and 
adapting to change, but are unable to 
articulate to their stakeholders where 
they are going or why. This skill is 
crucial to success. 

         Weblink: Business 
communication    

Resources
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Miscommunication
Owing to the complex nature of achieving effective communication, mistakes, 
misunderstandings and unforeseen barriers sometimes lead to false messages or no 
message being received. Miscommunication can have disastrous consequences in a 
business.

The importance of nonverbal communication
Communication is all about sending a message to another person. A message might 
be verbal, meaning words either written or spoken are used to convey the message. 
Alternatively, you may choose to convey a message using nonverbal methods as 
simple as a smile or an image to get your message across.

Nonverbal communication is any message that is not written or spoken. Non-
verbal communication mainly consists of body language (posture, facial expres-
sions, placement of limbs and proximity to others).

If you have ever gone to a party, then you are likely to be aware of how effective 
body language can be. A smile, a glance, a stare, the angle of a person’s head, a 
frown, a body movement or the invasion of someone’s personal space — they all 
communicate a message.

It is important for managers to be aware of the power of body language and 
the messages that can be secretly conveyed. Usually, body language conveys a 
more powerful message than spoken or written communication. This can result 
in contradictory messages being intentionally or unintentionally given. A man-
ager who says she is free to talk to an employee about a work problem but then 
constantly glances at her watch is giving a message that it is not a convenient 
time to talk. Another example is a manager who expresses one emotion orally, 
such as confidence, but then has body language reading ‘I don’t trust you’. Such 
a contradiction often suggests that actions ‘speak louder’ (and more accurately) 
than words.

BizFACT
Research shows that about 
70 per cent of workplace mistakes 
are the result of inefficient (poor) 
communication. It is also the most 
quoted cause of employee frustration 
and business failure.

BizFACT
A US survey found that 
miscommunication costs small 
businesses an average of 
US$420 000 per year. In another 
study, 400 businesses with over 
100 000 employees each claimed that 
inadequate communication cost an 
average $62.5 million per company 
per year.

BizWORD
Nonverbal communication is any 
message that is not written or spoken.

Body language is the use of 
gestures, facial expressions and 
posture to communicate.

BizFACT
Extreme care should be taken with 
body language communication 
because gestures can have different 
meanings in different cultures. For 
example, making a circle with the 
thumb and forefinger is a friendly 
gesture in Australia, but it means ‘you 
are worth nothing’ in France.

BizFACT
Most researchers agree that 
70 per cent or more of the meaning 
of any message is communicated 
through nonverbal channels such 
as eye contact, facial expressions, 
posture etc. Twenty per cent or so is 
transmitted through the tone of voice: 
pitch, timbre, inflection, rate, pauses, 
volume and so forth. That leaves 
10 per cent or less of any message 
that can be attributed to the words.

FIGURE 5.8 “It’s not what was said, it’s the way she said it.” Communication can go awry 
when the non-verbal aspects conflict with the words being said. For example, if a manager 
sits forward and smiles during the part of an employment review regarding an employee’s 
strengths, the employee may accept the praise as genuine. When a manager takes the time to 
match non-verbal messages to verbal ones, the result can be powerful.

UNCORRECTED P
AGE P

ROOFS



130  TOPIC 2 • Business management

c05TheNatureOfManagement.indd Page 130 26/04/18  3:21 PM

5.3.3 Strategic thinking skills
Consider the following quotes:

‘Who in the hell wants to hear actors talk?’
Harry Warner, founder of Warner Bros Studios, 1927

‘I think there is a world market for about five computers.’
Thomas J. Watson, chairman IBM, 1943

‘There is no reason for any individual to have a computer in their home.’
Ken Olsen, president, Digital Equipment, 1977

‘Nothing has come along that can beat the horse and buggy.’
Chauncey De Pew, president of the New York Central Railroad, warning his 

nephew against investing in Henry Ford’s new company circa 1911
‘Everything that could be invented has now been invented.’

U.S. Patent Office circa 1900
With hindsight we laugh at these quotes. And yet, at the time, most people 

would have agreed with the speakers. It could be argued that their shortsighted-
ness inhibited strategic thinking. Therefore, they were not able to perceive mean-
ingful patterns in complex circumstances. Strategic thinking allows a manager to 
see the business as a whole — as a complex of parts that depend on and interact 
with each other, like the gears in a machine and to take the broad, long-term view.

The ability to think strategically lets the manager see the ‘big picture’. The man-
ager may then:
• visualise how work teams and individuals interrelate
• understand the effect of any action on the business
• gain insights into an uncertain future
• see the business in the context of events and trends, and identify opportunities 

or threats.
Strategic thinking therefore involves thinking about a business’s future direction 

and what future goals the business wants to achieve. As a student, for example, you 
were thinking strategically when you made your senior course subject selections in 
Year 10. You had to imagine what the future job or study requirements would be 
when you left school, how the workplace may change over time, what future goals 
you wanted to achieve, and what would interest and motivate you in the future.

Many people assume that strategic thinking skills are the exclusive field of senior 
management, but that is simply not true. Managers at all levels need to exercise 
this skill. It will help the business maintain its competitive position within a con-
stantly changing business environment. Although some people seem to have a spe-
cial gift for being able to predict and comprehend the future, strategic thinking can 
be learned through practice.

SUMMARY
• Interpersonal (people) skills are those skills needed to work and communicate 

with other people and to understand their needs.
• Interpersonal skills include the ability to communicate, motivate, lead and inspire.
• Effective communication of business goals and the strategies to achieve them are 

crucial to achieving business success.
• Managers who are effective communicators and who are able to share their 

thoughts and plans will find it easy to influence others.
• Miscommunication is to be avoided because it can lead to serious harm to the 

business.
• It is important for managers to be aware of the power of nonverbal communication, 

especially body language.
• Strategic management allows the manager to see the business as a whole and to 

take a broad, long-term view.
• Strategic thinking involves thinking about a business’s future direction and what 

future goals the business wants to achieve.

BizWORD
Strategic thinking allows a manager 
to see the business as a whole and to 
take the broad, long-term view.
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EXERCISE 5.2 REVISION
1 Define the term ‘skill’.

2 Recall two changes that have taken place in the structure of many businesses over 
the past decade that have resulted in the skills taking on added significance.

3 Examine figure 5.6 on page 124.
(a) Identify some of the desired skills needed to perform this management position.
(b) Clarify which skill you consider to be the most important. Justify your answer.

4 Define the term ‘interpersonal skills’.

5 Explain why it is important for a manager to possess good interpersonal skills.

6 ‘Interpersonal skills include the ability to communicate, motivate, lead and inspire.’

Describe a situation, from personal experience, that demonstrates where two of 
these abilities were used effectively.

7 Why should managers strive to improve their ability to communicate?

8 Not everyone is a great communicator, but we can all learn. Identify a poor 
communication habit you have and propose what you might do to improve your 
communication skills.

9 Investigate how well you communicate as a class. Ask your teacher to make up 
a statement and then conduct your own game of ‘Silent whispers’, where each 
member must pass the message on to another person. At the end of the activity, 
have your teacher read out the original statement and compare it with the final verbal 
statement from the class member in the group who was told the statement last.

10 Describe how you might improve your own nonverbal communication skills with 
casual acquaintances. Refer to your use of eye contact, facial expression, gesture 
and voice-tone skills.

11 Define the term ‘strategic thinking’.

12 Explain why managers at all levels need to exercise strategic thinking skills.

13 Draw a table similar to the one following to summarise details of the management 
skills in this section. The first entry has been completed for you.

EXERCISE 5.2 EXTENSION
1 In small groups, imagine you are board members of a medium-sized private 

company. The company manufactures electronic items for the domestic market. 
It has 284 employees and its current turnover is approximately $115 million. The 
company is well established in domestic markets but, due to increasing competition, 
sales and profits have been decreasing over the past few years.

The board is preparing to hire a new chief executive officer to lead the company. 
In your group, create a profile of the business leader that you are seeking. Consider 
qualifications, experience, skills and personality factors.

Conduct a class discussion on the similarities and differences of each group’s 
profile. Propose reasons for any differences.

2 From your knowledge of Steve Jobs, Apple founder and former CEO and his notions 
of great business leadership, determine four communication skills good managers 
should practise.

Skill Definition Characteristics Application to the 
workplace

Interpersonal 
skills

It is the ability to work 
and communicate 
with other people and 
to understand their 
needs.

Managers get their 
work done through 
other people. They 
need to display 
empathy.

Managers use 
interpersonal skills to 
communicate, 
motivate, lead and 
inspire.
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3 Find an online communication skills test or use the Communication skills test 
weblink in the Resources tab and take a test.
(a) Analyse your results.
(b) Deduce whether you think this is accurate.
(c) Propose how you could improve your communication.

4 ‘Being able to communicate effectively is the most important skill a manager can 
possess. Without this fundamental skill, all other attributes a manager may possess 
become less useful.’ Evaluate the accuracy of this statement.

5 Construct a communication pie graph to illustrate the following information: 
spoken word = 7 per cent, nonverbal communication = 55 per cent and tone of 
voice = 38 per cent. Determine the important observation that can be made from 
these data.

6 Create a PowerPoint presentation lasting no more than five minutes on one aspect of 
nonverbal communication that is of interest to you. The Nonverbal communication 
weblink in the Resources tab may help you to gather more information on this subject.

5.3.4 Vision skills
In his book Management: tasks, responsibilities, practices, Peter Drucker explains that 
it is ‘the first response of the manager... to give others vision and the ability to 
perform’. By vision, Drucker means the clear, shared sense of direction that allows 
people to attain a common goal.

Drucker argues that vision is the essential contribution of management, for without 
it there can be no sense of cooperation and commitment, which makes achieving 
goals impossible. Drucker explains that the most effective way for managers to share 
their vision for the business is through the organisation’s goals. Knowing where the 
business is headed and what it is trying to achieve helps employees understand 
where the manager wishes to take the business. A manager without a clear vision 
for the business is like a person who attempts to lead a bushwalk without any idea 
of where the group wants to go, without a compass or even a map. The walk would 
become aimless. The same thing happens in a business whose manager has not 
communicated clearly its vision. The business is without guidance.

 Weblink: Communication 
skills test

 Weblink: Nonverbal 
communication

Resources

BizFACT
Having to develop a vision for the 
business is very important during 
times of constant change. Without a 
vision, any business will ultimately fail.

BizWORD
Vision is the clear, shared sense of 
direction that allows people to attain a 
common goal.

FIGURE 5.9 Effective leaders clearly 
define a vision and communicate it in 
such a way as to foster enthusiasm 
and commitment throughout 
the business. A clear and well-
communicated vision is essential 
for a manager to gain the support of 
their staff.

To share their vision and inspire others, managers will have to display effective 
leadership qualities. Leadership is the ability to influence people to set and achieve 
specific goals. A manager will use his or her leadership abilities to act as a bridge 
on which to support team members as they cross from the existing ideas into new 
and unfamiliar territory.

BizWORD
Leadership is the ability to influence 
people to set and achieve specific 
goals.
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5.3.5 Problem-solving skills
When confronted with a problem, many of us search for an answer, jump at the 
first workable solution and move on. Management requires a more systematic 
problem-solving process when confronted with difficult and unfamiliar situations.

Case study: Visionary leaders

Visionary leaders inspire others to act in ways that transform a vision into reality. 
Effective leaders have a clear vision, communicate that vision to those concerned 
and then motivate and inspire them to actively pursue that vision. Below are 
examples of three visionary leaders who turned their respective companies around.
1. Elon Musk, CEO of Space X and Tesla Motors
 Musk has revolutionised entire industries with his focus on moving beyond 

the status quo. His tenacity, willingness to take risks and confidence enabled 
him to turn a pipe dream — an all-electric car company — into a successful 
business. Both Space X and Tesla Motors faced insolvency in 2008 and, 
thanks to his successful leadership and vision, have now become billion-dollar 
companies.

  Elon Musk leads by example, and through his own drive towards excellence, 
he pushes his employees to their fullest potential and perhaps beyond. He is 
a transformational leader who demonstrates incredible vision, dedication and 
perseverance as he strives to achieve his vision. Musk has an ability to make 
people believe in his vision and get on board with his seemingly crazy ideas, even 
when they can’t conceive it working. Some of his most outstanding qualities are 
his belief in his own vision, his drive and persistence and his refusal to accept 
obstacles in his path.

2. Alan Mulally, former CEO of Ford Motor Company
 Alan Mulally is seen as the man behind one of the most impressive corporate 
turnarounds in history. Automaker Ford was losing billions of dollars and on the 
brink of bankruptcy when Alan Mulally took over in 2006. Within three years, Ford 
began posting an annual profit every year starting from 2009.
 Mulally initiated a new corporate culture that transformed the way the 
organisation works. His focus on teamwork and accountability created a new 
environment that inspired results and focused on positive leadership with a 
vision toward moving forward. Mulally believes positive leadership and showing 
confidence that there is always a way forward is crucial, because essentially, 
that’s what leaders are there for — to figure out how to move a business forward. 
Critical to accomplishing this is reinforcing the idea that everyone is included and 
part of the team, so everyone’s contribution is respected. He fosters a supportive 
and safe environment in which everyone can have an honest dialogue, especially 
when things go wrong. Mulally believes it is important to have a compelling vision 
and a comprehensive plan.

3. Shantanu Narayen, CEO of Adobe Systems
When Shantanu Narayen began at Adobe, he looked down the road and didn’t 
see a future that included distributing software on physical discs. He decided to 
change the widely-used Adobe Creative Suite to a subscription-based model. 
Narayen boldly changed his company’s distribution model, and the growth in 
subscription members is proof of his success.
 Shantanu strongly believes that preserving the status quo is not a winning 
strategy. He not only questions the way things are done, but he ensures he 
surrounds himself with people who are smarter than he is. He is passionate about 
creating and empowering teams that drive innovation.

SNAPSHOT QUESTIONS
1. Identify the management skills the three CEOs possess.
2. To what extent do the above leaders influence the success of their respective 

companies?

SNAPSHOT

❛ Visionary leaders 
inspire others .  .  . ❜
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Problem solving means finding and then implementing a course of action to cor-
rect an unworkable situation. Although managers have to deal with many problems 
in the course of a day, not all problems require such a systematic, formal process. 
One of the most important skills a manager can develop is the ability to decide 
which problem they should give their full attention.

There are six steps in a typical problem-solving process (see figure 5.10). The 
first step is to clearly identify what the problem is and what has caused it. The 
problem might be an industrial dispute or a need to develop a more socially 
responsible organisation. All of the facts and information that are relevant to the 
problem must be gathered. Some methods to use might be simply talking to people 
or completing questionnaires or surveys.

Gather relevant information

Develop alternative solutions

Analyse the alternatives

Choose one alternative
and implement it

Evaluate the solution

Identify the problem and causes

FIGURE 5.10 A problem-solving 
process

BizWORD
Problem solving is a broad set of 
activities involved in searching for, 
identifying and then implementing 
a course of action to correct an 
unworkable situation.

FIGURE 5.11 A common problem managers have to deal with is workplace conflict. Research 
shows that up to 30 per cent of a typical manager’s time is spent dealing with disputes. While 
conflict in the workplace is unavoidable, it can be minimised with the right strategy, problem-
solving skills and direction.

Management will need to develop alternative solutions so that the problem 
can be solved with an open mind. A list of possible solutions should be made, 
including the seemingly ridiculous ones. After analysing each of the alternatives for 
their advantages and disadvantages, the best option should be chosen. The solution 
to the problem will then be implemented and subsequently evaluated. If the solu-
tion does not work, the process would have to start again.

5.3.6 Decision-making skills
The task of solving problems will obviously require making some decisions. 
Decision making is the process of identifying the options available and then 
choosing a specific course of action to solve a specific problem.

Effective decision making involves being able to make decisions within a par-
ticular time frame. It also requires a manager to adequately assess the risk involved 
if the decision is implemented.

Decision making can sometimes be dangerous. Not all management deci-
sions are effective, as NASA discovered tragically in 1986, providing a case study 
of management decision making that shows dramatically the importance of the 
 decision-making process (see the BizFact opposite).

BizWORD
Decision making is the process of 
identifying the options available and 
then choosing a specific course of 
action to solve a specific problem.

BizFACT
In 1986, NASA management had to 
decide whether to launch the space 
shuttle Challenger even though 
temperatures at the launch site 
had fallen below the levels normally 
required for a safe launch. Lower-level 
engineers expressed their concerns. 
However, top-level NASA managers 
decided to go ahead with the launch, 
a decision that resulted in the deaths 
of all the astronauts on board.
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Managers today are often confronted with complex, challenging and stressful 
decision-making demands. Accelerating change often makes it difficult to accu-
rately predict the full effect of any decision. Therefore, managers need to develop 
an effective decision-making environment within the business. This can be accom-
plished by tapping into the creative potential of employees.

5.3.7 Flexibility and adaptability to change skills
Not since the Industrial Revolution over 200 years ago has business experienced so 
much change. Over the next 10 to 20 years, the Australian business environment 
will dramatically change. How managers perceive and react to these changes will 
have dramatic consequences for their businesses.

Regardless of their level of management, successful managers are those who 
anticipate and adjust to changing circumstances. They must be flexible, adaptable 
and proactive rather than reactive. Those who are unprepared or passive in the 
face of change will not succeed.

Businesses today are recruiting and selecting managers who can cope with 
 unfamiliar and unexpected circumstances. For example, Arthur Hancock, former 
Senior Human Resources Manager for Global Equities Limited, said:

We are seeking managers who have learned how to learn and can adapt to 
changing situations. We do not want managers who are dogmatic and inflex-
ible. Such a style of management may have been appropriate 50 years ago, but 
not for today’s markets which are highly competitive, technologically driven 
and rapidly changing. We want to hire people who like surprises!

The topic of management and change will be examined in more detail in chapter 9.

BizWORD
Flexible refers to being responsive to 
change and able to adjust to changing 
circumstances.

Proactive refers to a management 
style that incorporates dynamic action 
and forward planning to achieve 
particular objectives.

Case study: Jeff Bezos — flexibility and adaptability to change

Amazon CEO Jeff Bezos has been recognised by various organisations as being one 
of the greatest living CEOs. He is a transformational leader whose main strength has 
been his flexibility and ability to adapt to change.

Bezos transformed Amazon from an online bookstore to the largest internet-based 
retailer in the world. Due to his leadership, the company has not stopped expanding 
and changing since its inception. Even though Amazon has been trading for over 20 
years, Jeff Bezos wants the $430 billion company to behave with the same urgency 
as the start-up it once was.

To ensure he responds to problems and changes quickly, Bezos believes  
high-velocity decision-making is essential to a dynamic, successful business. 
He feels as though it’s better to ‘fail forward’ — i.e. make a decision quickly, learn 
from mistakes and move ahead — than it is to come to a standstill and be frozen by 
indecision. He urges his employees to follow the same advice, and not to wait for all 
the information before acting. Bezos believes most decisions should be made with 
only about 70 per cent of the information needed, because if you wait for 90 per cent 
or more, then you’re moving too slowly.

A phrase Bezos uses when it comes to acting quickly and implementing change 
is ‘disagree and commit’. He follows this advice when a situation arises where 
consensus isn’t possible. This means that even if Bezos disagrees with a decision, he 
trusts the judgement of the other decision-makers and is committed to a successful 
outcome. He believes this is a much faster alternative than the team having to 
convince him to change his mind.

According to Bezos, good entrepreneurs must be stubborn and flexible. In 
reference to Amazon, the company is ‘stubborn on vision, but flexible on details’. 
While this seems like a paradox, Bezos considers them both valuable traits and, just 
like most things in life, the key is finding the middle road between the two. Bezos 
feels that if you’re not flexible, you won’t be able to see different solutions to 
problems you are trying to solve. There are many entrepreneurs that are inherently 

SNAPSHOT

❛ Bezos is more afraid of 
becoming stagnant. ❜

BizFACT
According to Mark Graban, an 
internationally recognised consultant, 
author and keynote speaker, “Bad 
managers tell employees what to 
do, good managers explain why they 
need to do it, but great managers 
involve people in decision making and 
improvement.”
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SUMMARY
• Managers must be able to provide a vision as to where the business is headed and 

what it is trying to achieve.
• To share their vision with others and inspire them, managers will have to display 

effective leadership qualities.
• Leadership is the ability to influence people to set and achieve specific goals.
• Managers must be able to solve problems — finding and then implementing a 

course of action to correct an unworkable situation.
• Managers must be able to make decisions — identifying the options available 

and then choosing a specific course of action to solve the specific problem.
• Managers must be flexible, adaptable and proactive rather than reactive.

5.3.8 Reconciling the conflicting interests of 
stakeholders
As outlined in chapter 3, there are a number of stakeholders in business. 
Stakeholders are groups and individuals who interact with the business and thus 
have a vested interest in its activities. Over the last four decades, there has been a 
significant philosophical shift in business conduct to meet society’s expectations.

Society increasingly expects businesses to accept responsibility and account-
ability toward all stakeholders for the promotion and management of change. 
 Businesses are expected to be enterprising, to comply with the law, and be socially 
just and ecologically sustainable in their operations.

Most businesses are now extremely sensitive to public opinion and strive to be 
recognised as ‘good corporate citizens’. Businesses recognise that they increase their 
chances of success when they pursue goals that align with the interests and expec-
tations of all stakeholders.

All the stakeholders who interact with a business require something different; 
all place competing demands upon the business. Some of these expectations are 

stubborn and like to take charge and have things done their way. Bezos 
believes that, while natural leadership skills are good, managers need to be flexible 
on details.

An example of his flexibility and willingness to change was when the company 
launched Amazon Auctions to compete with eBay in 1999. This didn’t go as well 
as Bezos expected, but instead of sticking to his guns, he changed his approach. 
Bezos made some adjustments, abandoned the old idea and moved on to new 
ideas, which ultimately led to the creation of Amazon’s highly profitable third-party 
sellers program. This example contradicts the traditional leadership mind-set that 
managers need to be strong, decisive and persistent in achieving their goals. Due to 
the dynamic nature of the business environment, Bezos’ adaptability has been crucial 
to his success.

Another key feature of Bezos’ leadership is that he never stops experimenting: ‘If 
you double the number of experiments you do per year, you’re going to double your 
inventiveness.’ At Amazon, experimentation and willingness to invent has always 
been a part of the culture. In relation to innovation and change, Bezos feels that 
‘what is dangerous is not to evolve’. While most humans fear change, Bezos is more 
afraid of becoming stagnant. His inclination to always push the envelope has given 
Amazon a reputation as an always evolving company.

SNAPSHOT QUESTIONS
1. Outline Bezos’ decision-making style.
2. Explain the phrase ‘disagree and commit’.
3. Demonstrate how entrepreneurs can be stubborn and flexible.
4. Demonstrate how Jeff Bezos is flexible and adaptable to change.
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compatible. For example, customers want quality products at reasonable prices. If 
the business meets this expectation then sales should increase, leading to greater 
profits. This in turn satisfies the business owners who are rewarded with higher 
dividends.

However, some expectations are incompatible; that is, they oppose each other. In 
this case, satisfying one set of stakeholders will most probably result in other stake-
holders being dissatisfied. For example, employees and their unions require safe 
working conditions and reasonable wages while customers want reasonably priced 
products. Providing safer working conditions or a wage rise is ethically and socially 
responsible, but it will cost the business money in the short term. If the business 
wished to retain a high dividend to satisfy the shareholders’ expectations, then it 
may be forced to raise the prices of its products. This action will upset customers. 
On the other hand, the business may retain prices at the original level, reducing its 
profit. Doing this could cause disquiet among shareholders.

FIGURE 5.12 In relation to reconciling 
conflicting interests of stakeholders, 
Paul Polman, the CEO of Unilever, 
stated: “I do not work for the 
shareholder, to be honest; I work for 
the customer. I discovered a long 
time ago that if I focus on doing 
the right thing for the long term to 
improve the lives of customers all 
over the world, the business results 
will come...” He believes managers 
confronted with conflict should adopt 
the same outlook; that taking care of 
consumers’ interests is taking care of 
business.

To maintain its profit, the management of a business may choose to cut costs, 
for example, and ignore some of its responsibilities. These types of decisions 
can endanger employees or society, or damage the environment through pollu-
tion, raising serious ethical and social responsibility considerations. Manage-
ment might choose to reduce costs by sacking employees or by compromising on 
product quality or safety, which also raises other ethical and social responsibility 
considerations.

Reconciling these conflicting interests is not always easy. Senior management 
must assess constantly the actions of the business and attempt to satisfy as many 
stakeholder expectations as possible, while at the same time acting in a responsible 
manner.

5.3.9 Strategies that could reconcile the conflicting 
interests of stakeholders
Individuals and corporations purchase shares in companies for a variety of reasons, 
not least of which is to make a profit. Shares are sometimes purchased and held 
for only a short time. Such speculation is carried out with the intention of making 
a quick financial gain. Speculators are not normally concerned with the business’s 

BizFACT
Corporate social responsibility 
challenges each business to be 
accountable for the consequences of 
its actions. This means businesses 
must consider effects on all 
stakeholders while pursuing traditional 
economic goals.
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long-term strategies, philosophies or business practices. They are motivated by a 
quick return on their investment.

However, other buyers purchase shares with the intention of holding onto them 
for a reasonable period of time. These non-speculative shareholders are more con-
cerned with the long-term investment strategies of their companies. While these 
shareholders are still motivated by the desire to make a profit, they are able to 
adopt a long-term view. They appreciate the responsibility of a business to act as a 
responsible corporate citizen. They take into account the long-term impact of busi-
ness decisions with particular regard to the environment and future generations.

The interests of society and future generations are very much reliant on the 
many decisions taken by businesses. Decisions concerning production processes, 
workplace practices, employment programs, product development and design, and 
business expansion will all have an impact on both present and future generations. 
Businesses have a responsibility to take into account the long-term effects of their 
current decisions.

One particular strategy that has been adopted by more enlightened businesses is 
to place greater emphasis on environmental practices. Adopting such a policy has 
benefits for both shareholders and society (see the following Snapshot).

Why some companies are becoming environmental activists

Clothing brand Patagonia gives 1 per cent of its sales ‘to support environmental 
organisations around the world’. Carpet-maker Interface takes an ‘aggressive 
approach’ to reach its goal to source 100 per cent of its ‘energy needs from 
renewable sources by 2020’. Nudie Jeans meanwhile, repairs, reuses and recycles 
its denim products, as well as using organic cotton to produce them in the first place. 
So, what’s going on? After decades of activists campaigning against companies’ 
poor environmental records, are companies suddenly becoming environmental 
activists themselves?

Normally, companies are challenged by environmental activists from the outside. 
That is, NGOs, charities and community groups hold companies to account for their 
often negative impact on the environment. Think VW — it was an NGO that outed the 
car manufacturer for gaming the emissions testing system.

Remember too last year’s Greenpeace campaign against the Lego–Shell 
partnership? It was a textbook example of environmental activists using clever 
social media and protest techniques to raise the public’s awareness about the 
environmental dangers involved in drilling for oil in the Arctic. And it worked.

Companies as activists
But, increasingly, companies have become environmental activists themselves. 
Take Ecotricity, for example, one of Britain’s biggest renewable energy companies, 
founded by the ‘travelling hippy’ Dale Vince. The company takes an activist stance 
against fracking in the UK, producing campaign videos that don’t look too dissimilar 
from those produced by environmental activists. In fact, Ecotricity has teamed up 
with Friends of the Earth, one of the largest and most influential green NGOs, in its 
campaign to oppose fracking in the UK.

Cosmetics brand Lush is another successful company that has been very vocal 
and explicit about opposing fracking in the UK. The company’s co-founder and 
managing director Mark Constantine (a major backer of Frack Off) is explicit about 
the fact that campaigning is part of the company’s core culture. Lush’s head of 
global campaigns, Tamsin Omond, coordinates Lush’s involvement and financing 
of a number of environmental groups, some of which use quite radical direct action 
tactics to make themselves heard. She herself is a well-known activist who was 
arrested in 2013 while protesting in West Sussex. The activist ethos of the company 
is underpinned by the fact that its own employees — ‘who are more likely to be 
drawn from the world of radical politics than business schools’ — often play a central 
role in the environmental causes Lush supports.

SNAPSHOT

❛ Companies 
are becoming 
environmental activists 
because it makes good 
business sense. ❜

UNCORRECTED P
AGE P

ROOFS



Nature of management • CHAPTER 5  139

c05TheNatureOfManagement.indd Page 139 26/04/18  3:21 PM

Many business analysts are now starting to refer to the ‘triple bottom line’ — 
economic, social and environmental performance — where shareholder value 
increases through the careful management of stakeholder value. More businesses 
are realising that reconciling conflicting interests and increasing stakeholder value 
ensures long-term growth and survival.

BizWORD
The triple bottom line refers to the 
economic, social and environmental 
performance of a business.

This is all a far cry from the questionable attempts by large corporations to 
green their image. Remember when, about a decade ago, BP tried to tell us that 
it is now ‘beyond petroleum’? Its global, multi-million pound marketing campaign 
spectacularly backfired when the company’s attempt to ‘think outside the barrel’ 
was quickly named and shamed by Greenpeace and other environmental groups as 
a classic case of ‘greenwashing’. Why? Because it was mostly talk, and very little 
walk, which became all too real when BP became responsible for one of the biggest 
environmental disasters of modern times — the explosion of the Deep Horizon oil 
platform in the Gulf of Mexico in 2010.

So, why do companies like Lush, Ecotricity and others take such an activist stance 
for environmental issues? Here are three main reasons:
1. Companies have always been activists
 Business has always been about convincing customers, policymakers, employees 

and the like that companies can be trusted to provide goods and services that 
contribute to the wider good of society. Henry Ford could be seen as an activist; 
he wanted to bring automobility to the masses — and he even paid his employees 
a decent wage so that they could afford his Model T car. So, when Dale Vince 
founded Ecotricity in the mid-1990s to bring renewable energy to the people of 
Britain, he, in some ways, is today’s Henry Ford.

2. Capitalism is about competition
 Activism is also implanted into the doctrine of capitalism because of competition in 

the market. Shareholder activism has been around for a long time; it’s a concept 
used to depict the attempts by some shareholders to get the most out of their 
investment, making companies more profitable and competitive.

  What is new is that environmental issues are used to increase competitive 
advantage. So, when Ecotricity campaigns against fracking, then it also 
campaigns against its competitor, British Gas, which has invested significantly in 
fracking. It’s about engaging customers and making them choose one company 
and business model over another.

3. Motivating employees
 Environmental issues can also be a good motivating factor for employees. 

Human resource managers constantly think about new ways to keep employees 
engaged, motivated and loyal.

 So when Lush encourages its employees to campaign against fracking, the 
managers will have at least one eye on the motivation, retention and performance 
of staff.

  Companies are becoming environmental activists because it makes good 
business sense. But we must scrutinise whether everything that corporate 
environmental activists tell us is green is indeed green. Employees can function 
as the litmus paper of corporate green activism. Once we have understood how 
green activism is reconfigured when it enters the corporate world, we can begin to 
scrutinise the environmental claims made.

Source: Steffen Bohm & Annika Skogland, ‘Why some companies are becoming  
environmental activists’, The Conversation, 12 October 2015.

SNAPSHOT QUESTIONS
1. Outline some strategies companies have introduced to become more 

environmentally sustainable.
2. Explain why some companies have taken an activist stance for environmental 

issues.
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 To reconcile the confl icting interests between shareholders and employees, busi-
nesses can look into employee share acquisition schemes. Such schemes provide 
the opportunity for eligible employees to purchase shares in a business, often at a 
reduced price. This aligns the interests of both groups as a number of employees 
become shareholders. 

 Another widely used strategy is to offer training and professional development to 
employees. An educated and skilled workforce works more effi ciently, reducing pro-
duction costs. This results in rising profi ts, which pleases shareholders. Also, better 
trained staff produce a higher quality product, thus satisfying customer expectations. 

 The more successfully a management team achieves the business’s goals, the 
more it will be able to satisfy a greater number of stakeholders. Therefore, to suc-
ceed in reconciling the confl icting interests of stakeholders a business needs com-
petent, informed, ethical and socially responsible managers. 

 In a desire to reconcile the confl icting interests of the various stakeholders, some 
businesses use a process of stakeholder engagement (see the following Snapshot). 
  Stakeholder engagement   refers to businesses sharing information with and seeking 
input from stakeholders, and involving them in decision making. Businesses antic-
ipate that by engaging stakeholders they are more likely to act in an ethical or 
socially responsible manner. 

 Businesses also anticipate that a positive image of the business will be main-
tained if all stakeholders have their expectations satisfi ed, leading to increased sales 
as well as an improved reputation for corporate social responsibility.  

 BizWORD 
  Stakeholder engagement   refers to 
businesses sharing information with 
and seeking input from stakeholders, 
and involving them in decision making.  

Social Environmental

Economic

   FIGURE 5.13  The Global Reporting Initiative (GRI) is an international standards organisation 
that helps businesses, governments and other organisations understand and communicate 
the impact of business on critical sustainability issues. They developed Sustainability 
Reporting standards and pioneered sustainability reporting in the late 1990s, transforming it 
from a niche practice to one that is now adopted by a growing majority of organisations. More 
than 8000 organisations use GRI Guidelines when reporting on their ‘ triple bottom line ’. 
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SNAPSHOT

❛ .  .  . its commitment 
to engaging with both 
internal and external 
stakeholder groups. ❜

Case study: The ABC stakeholder engagement

Founded in 1929, the Australian Broadcasting Corporation (ABC) is Australia’s 
national public broadcaster, owned and funded by the government. The corporation 
provides television, radio, online and mobile services throughout metropolitan and 
regional Australia, as well as overseas.

Not only does the ABC’s Corporate Responsibility Policy reinforce its commitment 
to acting ethically and responsibly in all areas of its operations, it also outlines its 
commitment to engaging with both internal and external stakeholder groups. The 
ABC is committed to stakeholder inclusiveness and regularly provides opportunities 
for stakeholders to provide input into the content and sustainability-related subjects 
of the Corporation.

The ABC demonstrates an understanding of how each stakeholder contributes to 
their long-term propensity and routinely considers stakeholders’ needs in business 
decisions. Some of the ABC’s stakeholder engagement mechanisms have included:

•   the annual ABC Appreciation Survey conducted in 2016 by OmniPoll. The 
objective of this survey was to provide an overview of community attitudes 
and opinions about the ABC. The survey was fielded nationally by telephone 
among 1913 people aged 14 years and over.

•  formal audience feedback and complaints processes. Written complaints 
about issues such as factual inaccuracy, bias or inappropriate content are 
referred to the ABC’s Audience and Consumer Affairs unit. They investigate 
written complaints and coordinate responses to them.

• online feedback mechanisms specific to ABC content areas.
•   ABC Advisory Council processes. This Council was established in 1983 to 

provide advice to the Board on matters relating to the Corporation’s broadcast 
programs.

The following are the ways in which the ABC manages the interests of different 
stakeholders.

Employees
The ABC has a diverse workforce and is committed to creating an environment in 
which its people can thrive and are motivated to deliver the very best content and 
services to audiences. To assist with this, the Corporation offers ongoing learning and 
development opportunities to staff. They also offer media leadership and scholarship 
programs as well as opportunities for work experience, cadetships and internships.

The ABC have developed policies and procedures regarding WHS, managing 
diversity, discrimination, bullying and other workplace behaviour. These documents 
set out the ABC’s expectations regarding behaviour at work as well as their position 
on inappropriate behaviour incompatible with their values. The Corporation also 
reports yearly on their equity and diversity performance.

Community
The ABC plays an important role in Australian communities, not only because of 
the content that is broadcast and published, but also because employees live and 
work in those communities. The ABC’s Charter includes an obligation to ‘broadcast 
programs that contribute to a sense of national identity … and reflect the cultural 
diversity of the Australian community’. Promoting and contributing to culturally 
significant issues and activities is fundamental to their content strategy.

The ABC Stretch Reconciliation Action Plan 2016–18 (RAP) committed the 
Corporation to a long-term strategy to improve opportunities for Indigenous 
Australians in the areas of employment, content, community links, and cultural 
understanding and respect. A key aspect of this strategy is to increase Indigenous 
employment opportunities at the ABC.

Environment
Since the provision of broadcasting and online services is energy intensive, energy 
consumption, waste, water consumption, fuel consumption and recycling activities 
are monitored and reported on. The ABC has set targets to reduce its carbon 
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SUMMARY
• Stakeholders are groups and individuals who interact with the business and thus 

have a vested interest in its activities.
• Society increasingly expects businesses to accept responsibility and accountability 

towards all stakeholders.
• Stakeholder expectations can be compatible or incompatible.
• Managers need to reconcile the conflicting interests of various stakeholders.
• Senior managers must attempt to satisfy as many stakeholder expectations as 

possible.
• Economic development must be accomplished sustainably.
• The triple bottom line refers to the economic, social and environmental 

performance of a business.
• Reconciling the conflicting interests of stakeholders requires competent, 

informed, ethical and socially responsible managers.
• Stakeholder engagement is a process that assists in reconciling the conflicting 

interests of stakeholders.

EXERCISE 5.3 REVISION
1 Draw a table similar to the one below and summarise details of the management 

skills discussed in this section.

2 Peter Drucker stated that ‘vision is the essential contribution of management’. 
Explain this statement.

3 Outline the relationship between ‘vision’ and ‘leadership’.

4 (a) Identify two or three people who you consider to be effective leaders.
(b) Against each name, outline the personal qualities each person displays.
(c) Determine what leadership qualities the individuals have in common.
(d) Compare your answer with other class members.

5 Recall the six steps in a typical problem-solving process.

6 Explain the relationship between problem solving and decision making.

7 Why is it important for managers to be proactive rather than reactive?

8 Define the term ‘stakeholder’.

Skill Definition Characteristics Application to the 
workplace

 Digital doc: Chapter summary 
(doc-26097)

Resources

emissions and each year initiatives are introduced to reduce the environmental 
impact of the materials they use. Operational decisions are guided by the ABC’s 
Environmental Management Policy (internal).

SNAPSHOT QUESTIONS
1. Identify the ABC’s stakeholders.
2. Outline some of the ABC’s stakeholder engagement methods.
3. Complete the following table to demonstrate how the ABC engages with its 

stakeholders.

4. How can the management of conflicting stakeholder interests lead to a 
business being viewed as socially responsible?

Stakeholder Description Engagement method

Employees

Community

Environment

Other

 Weblink: ABC

Resources

UNCORRECTED P
AGE P

ROOFS



Nature of management • CHAPTER 5  143

c05TheNatureOfManagement.indd Page 143 26/04/18  3:21 PM

9 Recall information to complete the following table. The first one has been completed 
for you.

10 Demonstrate the ways in which the interests of stakeholders’ conflict.

11 Distinguish between compatible and incompatible expectations of stakeholders. 
Provide examples.

12 In small groups, recommend methods a business could use to reconcile the 
following conflicting interests.
(a) Consumers demanding cheaper products and employees wanting higher wages
(b) Shareholders desiring a higher return on their investment and society wanting a 

cleaner environment
(c) Managers being required to keep costs of production down and the government 

demanding improvements in occupational health and safety practices.

13 Demonstrate ways a business can show that it is acting in an ecologically 
sustainable manner.

14 Explain how stakeholder engagement can assist in reconciling the conflicting 
interests of stakeholders.

EXERCISE 5.3 EXTENSION
1 You have been asked to make a three-minute oral presentation at the local 

chamber of commerce meeting. The topic you have selected is ‘The essential skills of 
management’. Investigate the topic and present your report to the class. For 
each skill, include a definition of the skill, its characteristics and application to the 
workplace. You might like to use PowerPoint to present your lecture.

2 (a)  Identify the major stakeholder groups often mentioned in relation to social 
responsibility.

(b) Analyse to what extent these groups apply to your school.
(c) Determine what other stakeholders you might add.

3 ‘To be effective, corporate strategy must take into account the interests, needs, 
and expectations of all the business’s stakeholders. Companies should have a strategy 
that combines business goals and broad social interests.’ Evaluate this statement.

4 Complete the following table. Propose any skills that you think could be used to 
achieve the business goals, and explain how they could be used. The first two 
entries have been started for you.

5 Use Investigate online BHP Biliton’s Matched Giving program. Evaluate how this 
program would enhance the company’s reputation for corporate social responsibility 
with its stakeholders.

Major stakeholders Influence

Customers Put pressure on business to satisfy their needs, act 
ethically and be socially responsible

Employees

Shareholders/owners

Society/physical environment

Business goals Skills How

Improve the culture of a 
business

Communication Explain to staff the changes that will 
take place.

Problem solving Use the problem-solving steps to work 
out what problems are preventing the 
culture from improving.

Successfully merge with 
another company

Improve social 
responsibility

Improve staff satisfaction
 Weblink: BHP Billiton
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