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The first edition of Because Your People Matter was published in early 2019. The second edition followed in August 2020. Since then, much has happened. In business and employment, the World is arguably a very different place. This third edition covers the skills and knowledge necessary to understand and act in response to the many new pressures on managers.

The Covid pandemic struck in early 2020, with the first national lockdown in March. Wellbeing took centre stage, focussed on NHS and care sector staff, teachers, and a raft of ‘essential workers’ like couriers and supermarket drivers. Everyone watching social media and the press suddenly understood who earned what, with what risk, and for what effort expended. Of course, there was nothing completely new in what we saw (public sectors had been underfunded for years and we’d always known that certain ‘gig’ jobs were dire) – but the pandemic highlighted existing strains. As we exit the panic stage and now ‘learn to live with Covid’, those strains play out in stressed employee relations. The public now knows much of the management jargon like ‘redundancies’ and ‘gig economy’ through repetition daily, and they understand the variables of productivity and some of the sensitivities in supply.

As Covid subsided, at least for the time being, what emerged was a significant shift in employee thinking. Around 50% of employees had worked from home at the height of the pandemic, enjoying the experience, reducing commuting costs and recovering up to six hours a day of wasted personal time. Possibly as a result, many employees questioned what working life had been about pre-Covid. Many re-assessed what they wanted from work in the future. Post Covid, managers found that employees were quitting in significant numbers. In the USA the phenomenon of mass quitting became known as the Great Resignation. In response, we’ve discussed here why employees quit and what managers can do to engender commitment and secure a reasonable length of employee tenure.

Even if employees didn’t quit, they did reassess both sides of the psychological contract. Many employers re-assessed their side of the deal and offered flexible working, with many introducing mixed regimes of home working and in-office attendance. Many senior managers, though, mandated that employees return. In April 2022, it was widely reported that Government Ministers had demanded that civil servants must all return. In summary, some firms changed toward flexibility while others did not. This shift from rigidity to flexibility for some continues, and more firms than ever are expanding their thinking by experimenting with a four-day week. Flexible working has now become a clear differentiator between firms in attracting staff.

As authors, we are agnostic about what managers should do about home working and the four-day week. We argue that managers must investigate what their firm needs and, in consultation with employees, reach a decision. In this third edition, we cover the issue of working from home in some detail, highlighting not just the potential advantages, but the significant difficulties that it may bring. It’s for managers to balance the arguments and do what’s right.

Before, during and after Covid, the number of job vacancies rose in the UK. In March 2022, there were 1,247,000 job vacancies. That’s up by 462,000 on pre-Covid times. It’s exacerbated by the UK’s not-so-great-but-still-significant resignation, led by professionals like doctors and teachers retiring early. By anyone’s assessment, that’s a huge increase in jobs, made starker by the parallel reported figure of 1,296,000 jobless workers. At the time of writing, there are more job vacancies than job seekers and many firms report a simple inability to fill vacancies. One of the main explanations for the imbalance and problem is that the job seekers lack the skills and knowledge to do the jobs that are available. This suggests that the country has not re-skilled its workforce considering technology change, placing the onus for re-skilling on managers. This makes our chapter on developing people very relevant.

Covid highlighted huge inequities between employees. Some were paid full or at least near-full salary by their employers during absence when testing positive for the virus – they were paid what’s termed Company Sick Pay (CSP). Others had to rely on Statutory Sick Pay of less that £100 a week. This highlighted that in the earlier editions we had not adequately described Company Sick Pay as part of employee conditions. That’s corrected now and we suggest a model that managers might adopt to offer CSP while not inflicting too high a burden on the P&L. 

In the period since we published the second edition, there have been many reports of managers behaving badly. Perhaps the most absurd action was taken by the MD of P&O Ferries. He dismissed about 800 employees, reaching settlement agreements with all but one to avoid tribunal claims. Those settlement agreements are reported to have cost P&O Ferries £36.5m. In his business case for the action, he cited the need to halve the salary budget. This could only be achieved, he said, by dismissing the UK employees and bringing on Indian workers to crew his ferries, engaged through an agency in Mumbai. We cover the detail of how this is possible in the sections about employing foreign workers and about dismissing employees by reason of redundancy. It seems likely that P&O will suffer the reputational fallout from this for some time to come.

This notion that managers seem to be behaving badly – or at least don’t know how to behave – prompted us to write a chapter on how to become a manager. As managers who have benefitted from extensive training and development, we naturally advocate formal skills and knowledge acquisition along with experience. Our new chapter covers the arguments in favour of learning management and the methods by which managers can advance from trainee to expert. We maintain that management is the overarching competence in business – in the end, all who accept great business aims must manage people well. It’s time that those who style themselves as entrepreneurs and leaders accepted that simple idea. Management is non-obvious and must be learned.

Part of that learning includes understanding and overcoming some of the many problems that occur through bias in management decision-making. Bias is a huge subject, and we cover it in seven new sections spanning definition of bias, examples of bias (and specifically manager bias), prejudice, and equality including gender equality. We then suggest a management approach. 

In the period since the second edition, we have sensed that managers have moved away from their employees – physically and metaphorically. In managing remote employees, management has certainly become more complex, and it seems managers are becoming disinclined to engage. We evidence this in the development of new staff roles to which management is sub-contracted. The most obtuse example is the role of Chief Happiness Officer. When we had responsibility for departments and whole firms, we readily accepted the obligation to secure employee wellbeing. As we argue in many sections of this third edition, management is a contact sport. Obligations like wellbeing can’t be sub-contracted. We’re saddened too that some of the management institutions have supported such evolution.

As a counter to this increased complexity, we again emphasise our two central models – the feed forward model and the feedback model. We continue to emphasise the idea that managers must intervene in their employees’ working lives to maintain performance, improve outcomes, and make change. In the end, with tools like the feed-forward and feedback models, managers can gain expertise, become competent, and intervene with confidence in the variables needed to drive their firms forward.

Recently, we learned that in response to falling organisational performance, the London Ambulance Service was recruiting volunteers to attend the lowest category call-out. This, it hoped, would free-up ambulances to relieve those tied up at hospital accident and emergency departments and aid performance recovery. Again, we are agnostic about this. If that’s what’s needed, then it’s perhaps a valid management response. But it has prompted us to write sections on finding, engaging and motivating volunteers – whether in organisations who predominately engage volunteers, or in those where a few volunteers augment many employees. We have many years of experience with the UK’s largest youth organisation as volunteers and have completed many consulting assignments in the voluntary sector. We write from positions of experience and theoretical understanding and hopefully this brings some benefit to managers in the third sector. 

Finally, we urge managers to be prepared; to be ready to exploit opportunity. We again suggest that opportunity favours the prepared firm. Between Brexit, Coronavirus, the war in Ukraine, and now a hard, right-wing government, there’s significant turmoil in industries and markets. Technology too continues its relentless grind as investors fund innovation and invention in pursuit of profit, with daily stories of how machines running automation and AI ‘stole’ employees’ jobs. It’s difficult for any manager today to avoid change through technology but technology can be embraced, and jobs enhanced as a result. It just takes planning. We illustrate how managers might think about technology and how it can be applied in pursuit of competitive advantage. The whole management environment is evolving, and managers must embrace change and develop their firms – even if it’s not clear where that development is headed. 

In conclusion, we believe that in this edition we’ve covered most of the manager’s lot. Until, of course, things change, and we find need for a fourth edition. For now, we commend our work to you. 

John Berry and Sue Berry

TimelessTime Ltd

www.timelesstime.co.uk

October 2022
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The UK has a productivity issue. That’s not disputed – it’s the one thing that business leaders and politicians agree on! Both France and Germany are more productive than the UK, with each employee generating £53 (€60/$65) per hour worked as against the UK’s £42 (€47/$52). 

We assert that there are three main reasons for this. First, there’s the short-term approach of UK investors, leading to poor investment in the technology used in firms. Compounding that, there’s the reluctance of boards to invest in their people. Second, there’s a poor attitude in the workforce towards personal learning, with people prioritising material over intellectual wealth. And third, there’s the poor quality of management in firms and other organisations.

Arguably, this trend towards a poorer quality of management has come about because government and others have promoted entrepreneurship over management, thereby creating a Kardashian effect. As examples, we now have the job title ‘serial entrepreneur’ and the very special ‘Entrepreneurs’ Relief’ tax allowance: everyone marvels at entrepreneurs and dreams of being one. The term ‘entrepreneur’ is typically defined as a person who starts an enterprise, taking financial risk in the hope of returning a profit. Personal characteristics for entrepreneurs abound in definitions: foresight, drive, ambition, self-motivation, flexibility, and passion. There’s never a mention about being good at motivating people. And there’s never a mention about managing people to make things happen.

Having many entrepreneurs in the UK is fine, but there’s more to success than just starting firms.

Likewise, those in charge of businesses often style themselves ‘leader’. Definitions of leadership coalesce around translating vision into reality, but few definitions get to the nub – it’s that leaders must work close-up with people. Followers must feel that closeness, even if it is mediated though others. The result is that leadership teaching today espouses the need for vision, and charisma, along with the need to be authentic. Leadership gurus now talk of ethics and moral standards, stating the importance of the leader as role model. All are distal qualities – where followers view the leader from afar. Generally, both the metaphorical and physical gap between leader and follower is widening in organisations, and the strength of influence and resulting leadership effectiveness is therefore weakening. 

And what then, of the term, ‘manager’? 

Well, that’s a sad story. Managers are considered the administrators, though some definitions do include the idea of conducting the business. At least that suggests closer contact with followers in the ‘orchestra’. 

In Because Your People Matter, we don’t differentiate between entrepreneurship, leadership, and management. For us, the manager is the generic term for the person who accepts responsibility for the success of the firm or other organisation or venture. They may, or may not, not be the owner or shareholder – but they will certainly be the owner’s agent. Given that responsibility, they will necessarily be entrepreneur, leader, and manager in equal measure.

The information age in which we now live has allowed management thinking to be democratised. Anyone can now be a management guru and sell their brand of management science or pseudo-science. Simultaneously, the economy has evolved: large firms have diminished, and small firms have started up. Mirroring the rise of the entrepreneur, small is now beautiful. In the 80s and 90s, large firms ran mandatory in-house management development programmes for those taking on entrepreneurial, managerial or leadership positions. Many more managers now run their own show, unattached to any big organisation and hence there are now many more managers unattached to a learning infrastructure. Those new managers have no obligation to train. 

Today, a new industry of gurus supplies this market of new managers with coaching, mentoring, training, and consulting services. As organisational behaviour professor Jeffrey Pfeffer notes, management development has become ‘entertrainment’. The focus is on slogans and feel-good, rather than on learning how to assess evidence and apply management science. 

And the data supports this shift away from management training to snake oil sales. Recent UK Government research suggests that as few as 20% of all managers are qualified for the job they do. As a society, we’ve now accepted that while we expect a doctor to be qualified, we don’t place the same demands on a manager.

So, in short, UK firms desperately need to improve their productivity, and productivity depends on the quality of management in those firms. Yet managers, whether describing themselves as entrepreneur, leader, or plain old administrator, are disinclined to get trained.

If ever, now is a good time to introduce management science to those who run UK firms. And that is what we aim to do in the eleven chapters of Because Your People Matter.

In the period from about 1985 to 2012, we were managers, running departments in multi-nationals, large firms and quangos and running small-to-medium-sized-enterprises. We took management responsibility. We were the owners’ agents as managers. We were C-suite executives. With others, we started some of those firms, taking financial stakes in their success. And we led organisations, developing, and implementing strategy. From 2012 to date, we’ve been consultants, helping managers to excel.

We were fortunate. Sue started her career with Ciba-Geigy and benefitted from its management training schemes. John started with Philips and was sent on a raft of mandatory local and international courses. In those days, management training was not optional. All managers in those firms were trained. And since then, we’ve enthusiastically embraced continuous personal development to ensure that as entrepreneurs, leaders and managers, our skills and knowledge remained at the forefront of management science.

Now, let’s turn to this book. 

Because Your People Matter was first published in January 2019. Chapter 11, entitled Making Change to the Business, was always a bit of a weird addition – after all, the whole book was about change. From comments received and our own use, however, we’ve found Chapter 11 in the first edition to be a bit light for managers seeking global approaches to change and seeking methods of determining the nature of problems. The result is this second edition with a strengthened last chapter.

Because Your People Matter is specifically written for the manager – the person who accepts the responsibility for the flourishing of their firm. As we’ve written, we’ve held in our minds us as department heads and company managers. We’ve designed the content by asking, “What is it that we needed to be able to do, to know and to understand when we were managing teams of people?”

We believe that understanding is key. Understanding trumps ‘best practice’. Each manager will develop their own style, tools, models, and approaches. Each will build their own best practice. That’s as it should be because management is context specific. Managing soldiers in the battlespace is very different from managing operatives on a production line. So, in Because Your People Matter, we aim to give knowledge in order that you build understanding.

We’ve called it a playbook. That’s not to say that it’s a prescriptive ‘how to’ to be applied verbatim. You will need to interpret what we say and apply it to your own environment, and the opportunity to reflect throughout the book will help you. Understanding takes effort, but it leads to appropriate application. Blind application, following best practice without understanding, is foolish and risky.

People-management is dyadic. There are two players – you, as manager, and your employee. Of course, there are a host of others, but they are third parties. They represent noise around the two of you. You and your employee are, for that moment when it matters, in a bubble. As a result of that close relationship, management is a ‘contact sport’. And if you’re not prepared to get up close and personal, don’t sign up to manage people – leave that to others who are happy to get emotionally involved. Leave it to others who like working with and getting the best from people.

We are both positivists and as a result Because Your People Matter is written from the positivist perspective. Positivism embraces the idea that the manager can and should intervene in an employee’s life to make things happen. Of course, we recognise the other paradigms of psychology that challenge positivism. But as positivists, we seek to explain what happens when a manager intervenes by exploring dependencies and causal relationships between constituent variables. The job someone does, for example, is one of their primary motivators. And without motivation, there’s no performance. But just because someone can perform does not mean that the desired outcomes will be achieved. There are many mediators and moderators in the many relationships between variables. In this structure of inputs, outputs, mediators, and moderators, we follow the approach of the natural sciences. 

We respect those who adopt the other paradigms: interpretivists who aim to understand the meaning behind management and the dyadic relationship; critics who retort, “Ah yes, but things are not that simple…there are other explanations to be discovered”; and realists who like to remain grounded in what’s observed without speculation. For us, positivism matters because that lens, over all others, encourages the application of management science by managers and shifts it from academia to application in real firms.

You’ll find that we like diagrams. John trained and worked for many years as an engineer and engineering manager. He learned systems theory and now has the desire to express himself using pictures, symbols, and lines. He also learned to work in the conceptual domain – engineering designs start with ideas and move through modelling to emerge as reality. As with engineering, one must generalise the work of academics in management science to understand new management situations. One must be able to apply concepts from research to managers’ practical problems and opportunities. Diagrams allow causality and influence to be simply captured. We recognise psychologists’ and other social scientists’ reluctance to suggest that one thing ‘causes’ another. We accept that there are often too many variables, and relationships are often moderate and even weak but unfortunately, unless managers can work with causality and influence, management science will never be useful.

As with engineering, there are two central models. There’s the feed-forward model suggesting that if the manager does this, that will happen. And there’s the feedback model that allows the manager to sense outcomes and change inputs and other variables in search of optimum result. In all modelling we accept that there are huge numbers of variables and many, many unknowns. Management is not simple, and much can go wrong. And as with all systems, the manager must sense what’s happening and act on one or more of those variables to control outcomes. Sensing is perhaps the manager’s most important competency.

Since both the central models and some of the central ideas are common to several chapters, you will find themes repeated throughout the book. We do this to avoid you having to refer to previous chapters, thereby making reading easier. This repetition also means that each chapter stands alone.

We must emphasise that we favour models over theory. Theory is built by researchers who come, by way of analysis, to establish relationships between variables or to infer meaning from situations. An example would be the needs theory of motivation that suggests that employees will strive until their specific needs are achieved. We acknowledge such theory but prefer to encapsulate this with other theories to provide a useful model.

We recognise that this book would contain nothing but unsupported exhortation if it were not for the thousands of academics in management science who, over the past 100 years or so, have reported on their work. And yet, this work is not enough. Academia is replete with islands of ideas. Without apology we provide bridges between such islands. We build continents. We link numerous theories and empirical evidence from researchers such as Hackman and Oldham, Kehr, Bandura and Motowidlo to yield what we consider to be models which managers can use day to day. To maintain flow and readability, we don’t individually reference each academic and their work but instead provide a general reading list that has influenced us. Our models are therefore based on sound science from our multiple studies at Masters level in technology, economics, sociology, psychology and law and from decades of reference to quality texts and academic papers.

Now, we also acknowledge that we all live in an Internet-connected world with copious sharing and reference to material on the World Wide Web. It’s universally acknowledged that what’s on the Web and what you hear on social media is unlikely to be of quality, and yet most managers will treat what they find as Gospel. We urge managers to read Because Your People Matter before browsing. Treat this book as a starting point for your Web search – use it as a source of keywords and phrases as input, and as a source of models by which you might evaluate the myth and pseudo-science that you’ll find online. In the end though, we want Because Your People Matter to be used, bookmarked, scribbled over, and added to as your management learning progresses.

Right now, only a few managers are trained in management science, but we hope that by using this book, you’ll come to regard yourself as one of those few and that the few will grow to the many. We hope that the term ‘accidental manager’, as someone thrust into management without preparation, will not apply to you. 

All authors adopt a position for their arguments. Ours is simple. You, as manager, have accepted responsibility for the actions of others. In Because Your People Matter, we’re batting for you, but we do expect you to respond by treating well those for whom you are responsible. Expect a lot from them, but, equally, invest in them. 

And finally, just as this Second Edition was heading for the publishers to be typeset, the Coronavirus pandemic struck. As the World economies tanked, there was much discussion suggesting that employment and management would change forever. 

Indeed, there will be changes, but the basics will still be there. The manager will still be the person accepting responsibility for the success of the firm. And people will be hired as employees to do work. Nothing that we’ve written here changes. People matter and managers must get good at working with them.

John Berry and Sue Berry

TimelessTime Ltd

www.timelesstime.co.uk

August 2020
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1.1 Inception

This book centres on a perfectly normal person who puts themselves forward as ‘manager’ of a firm. In the context here, a manager is someone who sits between the shareholders and other stakeholders and the employees who work in the firm. Put simply, the manager makes the firm work. Without someone in that position, doing what the manager does in working with the employees, the firm would fail.

This book explains how the manager should work with their employees. 

1.1.1 About management

Management is an amalgam of many disciplines. At its core is psychology: the science of people and their behaviour. Psychology describes behaviour stemming from both conscious and unconscious thought, and those thoughts are driven by personal and group feelings, attitudes, beliefs, and values.

All managers are psychologists. Each must continually strive to understand the thoughts of the people who work for them and consider what action they might take to influence those thoughts towards their point of view. Ultimately, managers want the people who work for them to behave in a particular way and to realise a particular work outcome.

How people behave is further influenced by their personality, intelligence, knowledge, skills, experiences, preferences, resilience, relationships, motives, and their physical and mental health. Since these personal characteristics are dependent entirely on the holder, the manager must therefore get the right person in the right job in the first place, and then manage them well. Management therefore begins at the firm’s inception and continues daily thereafter, hiring people, motivating them, and dismissing them if things don’t work out.

In thinking about management, there are four approaches, and we described these in the Preface. As noted, we favour positivism. Positivism suggests that the manager can infer some causal relationship between an intervention that they might make in a person’s life, and their subsequent behaviour, performance, and personal outcome. There are many unknowns and many environmental and personal issues that might interfere in the relationship between variables, but nonetheless, without intervention, there is no management. And without management, there’s no firm. 

Management is therefore first and foremost about intervention.

Managers must also understand other disciplines - primarily law, economics, and politics – because those disciplines provide opportunity and constrain those interventions.

Management is therefore a complex science. It’s a practice done by the person who puts themselves forward for the role. It’s also a topic of study at universities with maybe 50,000 academics worldwide sharing research on topics from employee selection to wellbeing to employee commitment. There’s much published about how to do it, and like science in general, society is understanding management better as time passes and new research is published.

Management applies across all organisations from the entrepreneur with a couple of employees and a few suppliers, to multi-nationals with thousands of managers and hundreds of thousands of employees and other workers. Many commentators focus their attentions at the multi-national end – or at least they assume that the manager to whom they talk is employing many. They assume that there are many layers of management and dedicated HR and OD professionals. We don’t make that assumption. Our approaches and methods apply whatever the organisation size, but we focus more on the SME – the small to medium sized firm with between 10 and 250 employees. 

Overall, management is about outcomes – and about interventions to realise specific, considered, and desired outcomes.

Finally, management is a practice comprising many techniques, approaches, and tools. It’s something that should work. It should be able to be done well by managers, but mostly it’s something that’s done badly. That would be okay if each manager was cocooned within an excellent support framework – but they’re not. For the most part, managers are alone. The HR and OD and other support services available to managers from trainers, coaches, mentors, and consultants that might augment the manager’s competencies are woeful. And way too few would-be managers put themselves into training schemes. 

So, there’s work to be done by everyone who would manage. This book is a start.

1.1.2 Going into management

Many people, termed ‘accidental managers’, enter management without training and often without deliberate thought. Most who put themselves forward for management do so for one reason only – because they have a thirst for power. That power comes in two forms.

Personalised power or ‘P-power’ is the need to set and meet personal goals. Those high in P-power have a need to feed their own egos. They focus on the “I” and see that they are in competition with others in a zero-sum game in which they aim to win while others lose. Those high in P-power are the ‘alphas’. For them, success breeds success and an even greater need for personal enhancement to fuel that power. For them, success is the growing fiefdom, the enlarged sphere of domination and the bigger “I”.

Socialised power or ‘S-power’, on the other hand, is the need to derive power through others and for others. It’s the desire to use power for the wider benefit. Those high in S-power tend to put the needs of their organisation above their own personal needs – something that is well established as a fundamental need of a good manager.

There’s a balance in each person. Some people are dominant in P-power. Research has found that those high in P-power do drive huge change – but often the resulting organisation does not enjoy on-going stability. 

Others are dominant in S-power. Those managers would build a coalition, a consensus for action, rather than giving an executive order.

This balance between S-power and P-power is not a measure of competitiveness, though. Whilst women are typically higher in S-power than P-power, they are just as competitive as men. People can be both highly competitive and dominant in S-power. It’s just that in the S-power case, winning is done with others rather than over others.

So, everyone has both P and S. How each person behaves as a manager depends on which type is dominant.

1.1.3 The firm

We refer throughout to ‘the firm’. We accept that this title has baggage – and describes many forms of entity - so let’s be clear. The firm in this context is any legal, trading entity of any form that employs, or intends to employ people. It may be a commercial firm, in business to make a profit, and the profit motive is pervasive in this book. But the management activities we describe are substantially common in not-for-profits and governmental organisations and for this reason we discuss multiple ‘outcomes’ rather than singular ‘profit’ as the result of business activity.

We are agnostic about the form of firm. It could be a single entity in one place. Or it could be dispersed across a country or across the world. It’s simply an organisation employing people that does something in pursuit of some aim. 

1.1.4 The manager

Whilst we focus on the manager as a single person responsible for making the firm work, we acknowledge that the manager will be aided by a ‘senior team’ – a group of individuals who, together, provide all the personal characteristics, competencies and behaviours needed. 

In micro firms, there is often only one manager. As the firm grows, the manager delegates more and more of their responsibilities until it’s not one manager but many.

For simplicity, and to retain focus, we still refer to ‘the manager’ even if they delegate to others. 

We therefore write for the most senior of senior managers, the first among equals, the managing director or chief executive officer. Equally, we write for all who manage others. 

1.1.5 Why firms succeed

If there was a single reason why firms succeed, there would likely be a single set of actions needed and management would be simple. But there is no single reason and management is complex.

Summarising though, firms usually succeed because the manager is successful in motivating the employees to do what they want. Motivation is the central theme, supported by a host of other activities and devices that describe the environment in which that motivation takes place. 

1.1.6 The focus

Since success comes from the ability of the manager to work with the employees, we refer throughout to the manager, the employees, and the firm (as a collective of manager and employees). And we leave the reader to reflect on the nuances that inevitably exist in specific cases. Those reflections are highlighted in each section. Here’s the first.

Reflection 1-1: You, your firm, and your employees

Considering your firm, identify who your various stakeholders are – a stakeholder is anyone who has interest in the firm’s success. Consider who put the money up to create the firm and what they, as shareholders, expect from you and the firm. Any finally, think through what the employees want. 

1.2 The basics of a firm

One of the necessary skills a manager must have is the ability to abstract – to draw back from the issue and understand its impact at the highest level. As a manager, if you don’t master this skill early, you’ll be quickly mired in detail. Figure 1-1 shows a simplified or abstracted model of the firm that helps in this understanding. 

The firm can be considered simply as a process machine with inputs on the left that are processed by the machine (the firm) to yield outputs or outcomes on the right. 

Inputs are consumed. Money is significant, but it’s an enabler, not an input. Investors put money up. That money buys technology and enables people to be hired. Those people then give their effort. That technology is put to work and gives function. And if the right people are hired, the right technology is acquired and the manager engenders the right culture within the machine, innovation will result. Innovation drives improvement in the process of creating desirable outcomes. 

Enablers enter the machine from the top. Controls enter from the bottom. Enablers and controls are not inputs – they are not consumed by the machine but modify the machine’s behaviour. Enablers are things like the market in which the firm choses to trade. Controls are things like government regulation with which the firm must comply. 
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Figure 1-1: The firm at the highest level of abstraction

We’ve shown here the outputs or outcomes as invoicing, satisfied customers, and deliverables. As manager, you will want to track those outcomes.

Abstraction allows the manager to think about the firm in simple terms and to ask important questions about those inputs, enablers, controls, and outcomes to drive the firm’s performance.

Your firm will have unique inputs, outcomes, enablers, and controls determined by your strategy. And it follows that if you change the inputs for a given firm, you’ll change the outcomes. And of course, if you change the nature of the firm as a processing machine, but keep the same inputs, you’ll again change the outcomes. This idea of changing the various mechanisms – changing the inputs, enablers and controls and changing the firm itself – to get a desirable outcome from the machine - is the essence of management. This theme will occur time and again as we present the various concepts in the coming chapters.

1.2.1 Money in and money out

Investors put money into a firm and become shareholders. Since there is no certainty that the outcome that they realise will be the outcome they want, they take a risk. Investment is, by definition, a payment today in the hope of a greater payback tomorrow. It’s a hope that could be dashed if the firm fails. But conversely, it’s a hope that could be rewarded handsomely as the firm grows and pays dividends to those shareholders as the years go by.

The flow of money in and out of the firm is a critical measure of the firm’s health. If the ‘machine’ is effective in its markets, turnover will rise. If profits are realised, those surpluses are used as working capital to pay people for their effort and to buy more technology. And if the machine is ineffective, shareholders may have to invest more to avoid the firm running out of cash.

Since tax is just a levy on operations, we deliberately omit taxation from our model. 

1.2.2 Consumables

Consumables are the raw material that goes to produce the goods or provide the services. They are purchased from suppliers and are a cost to the firm. On the one hand they might be like the coffee beans in a coffee shop – consumables literally input to the machine. On the other hand, they might be cars in a motor dealership – bought from the manufacturer and sold on with other added value services to realise the output of a satisfied customer now able to drive for pleasure and work. Consumables are acted upon by the machine and turned into products and services or other outcomes.

1.2.3 Technology

People and technology together form a capability – an ability for the person to do something; to do the processing. People can do little without technology. Technology itself is an enabler but as soon as it starts work, it becomes an input through its function. Technology is, for example, the laptop computer used to create the manuscript for this book. Or it’s the coffee machine used by the barista in the coffee shop to create a cup of skinny latte.

Technology affords workers capability and the balance between human competence and technology function in achieving that capability is, and will always be, the subject of much management debate. 

1.2.4 People

People bring their competencies to the firm. It’s what they can do with a given technology that makes them valuable and worth paying a wage. Given the right conditions, people behave in a certain way. Hopefully that’s how the manager wants them to behave and hopefully this behaviour realises the desired outcomes and their effort is effective.

So, at the highest level of abstraction, people are described by competencies and behaviours. Whilst this might seem a bit heartless, this abstraction to the lowest common denominator of human existence allows the manager to use the model in Figure 1-1 to determine change – if the manager changes those human characteristics, those competencies and behaviours, the outcomes will change.

People are more complex than this simple description suggests, and this complexity gives rise to the need for managers to understand how to manage people to maximise human effectiveness through motivation. It also gives rise to the need for this book, and we deal with motivation at length in the coming chapters.

1.2.5 Managers

You, as manager, are the change agent – the conductor of the orchestra of variables. You can change any of the variables – the inputs, enablers, controls, and the nature of the process machine - to change the outcomes. You sense the outcomes output from the machine. You act on each variable, and you look at what happens. If what you had hoped for doesn’t happen, you do something else until you find the right combination of inputs, enablers, controls, and machine to give what you want.

In this much, you have complete control over the firm’s destiny.

1.2.6 Evolving the firm

In the early days of a firm, the founder is often the only person working in the machine. Typically, as the markets demand more and the production from the machine rises, the founder finds that demand exceeds their capability to supply, and they need to invest in people and technology. The first management action to increase the capability is typically to sub-contract some of the work to others. The chair-maker will, for example, sub-contract production of chair legs. The garage mechanic will buy in ready-reconditioned engines. 

As time passes and demand grows, the founder may find that sub-contracting is inefficient, costing more than the bought items cost to make in-house. And so, the founder will hire some people to make the items, and some others to manage that activity. Ultimately most firms are a mix of in-house production and sub-contractor supplied parts. Evolution of the machine continues as the firm grows.

1.2.7 Desirable outcomes

The most obvious outcomes for a commercial firm trading with customers in a market are turnover and profit. But this is seldom all that the manager monitors at the output of the machine. Typically, firms must operate efficiently and so the manager will monitor productivity – the amount produced by the machine for given inputs. Similarly, they’ll monitor quality and safety because often such parameters are key to turnover and profit.

Those outcomes will vary with time. Often, for example, firms see seasonal demand and turnover stalls and profits plummet during holiday periods. And some firms will grow turnover and turn a profit within months of start-up whereas others will take several years. The online supermarket Ocado traded for over 10 years before reporting a profit – its strategic aim was to build its machine – its technology and people - ready for sale, rather than returning short-term dividends to the original founders.

Your desirable business outcomes will be unique. As part of your strategy-building, you must determine what they are to complete the high-level model of your firm.

Reflection 1-2: Desirable outcomes

Think through the inputs, enablers and controls that impinge upon your firm. Think through the outcomes that you seek. Then think through the links between each of the inputs, enablers and controls and those outcomes. What sort of firm, or machine, do you need to process those inputs to outputs? How might your model change with time?

1.3 Defining management

Management is many things to many people. Some consider the term ‘management’ to describe a pedestrian activity of administration. This definition stems from the days when firms had many layers of managers. It stems too from the military where a commander had an adjutant – a left hand man, someone who did the books and administered affairs while the commander did the real business of delivering outcomes. 

Whatever management is, it needs definition before you can get on with the job – and before you can talk with your peers about something you all understand. 

The manager’s sphere of influence is ubiquitous. At an employee level, the manager’s job spans from influencing the job they do, through the technology they use to the outcomes they produce. Figure 1-2 below describes this graphically.
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Figure 1-2: The manager’s sphere of influence

Management is the exertion of influence over all aspects of the firm to achieve the desired outcomes. Here, we’re interested in managing people and so we can re-define the manager’s job as having influence over:

• the jobs done;

• the jobholders who do those jobs; 

• the work environment, in turn driving jobholder motivation as they do the job; 

• jobholder performance considering their competencies; and 

• the technology jobholders use to achieve the desired outcomes given the markets in which the firm trades.

1.3.1 Manager as commander

The first role that the manager must adopt is that of commander. Someone must think about the strategy and then do everything necessary to cause jobs to get done, performance to be achieved and outcomes realised. In this sense the manager is commander – metaphorically, in complete command of the ship.

As we shall learn later in this book, there are ways of making this happen, but the truth is that the manager elects themselves commander. They have agreed to take total responsibility for the firm and hence are in command of success or failure. They may choose not to ram home the point every day. They might delegate parts of that responsibility. But in the end the buck stops with the manager. 

It’s that acceptance of responsibility that differentiates the manager from others.

1.3.2 Manager as leader

Leadership is a narrow sub-set of management. Management has influence over all aspects of the firm. Leadership, strictly, is the influence over each employee’s motivation. Since it’s a significant issue in firms, we cover leadership in more depth in Chapter 2. 

Leaders can adopt directive and non-directive styles. A directive style is useful when the leader needs to take control, ignore what others think and tell people what to do. Sometimes things must be done and a directive style is essential, but it should be used sparingly. A non-directive style is where the leader discusses the issues with the employee and the employee elects to do what’s needed as if they had thought of it. It’s a subtler style and takes more time in execution but it is more effective overall.

Leaders can adopt a host of different approaches. A professional approach, leading by example, is valid when leading professionals like teachers and lawyers. In a transactional approach, the leader engages in exchange with the employee to get the employee to do what’s needed. And using a transformational leadership approach, the leader sets out the vision and gets ‘buy-in’ from those needed to make the vision happen. But more on those approaches later.

1.3.3 Manager as entrepreneur and businessperson

Today, entrepreneurs are revered. But an entrepreneur is simply someone who realises that, with a given firm and market, it’s possible to sell something for more than it costs to produce. The firm therefore makes a margin. If the margin is more than the costs of the operation, profit will be made.

In a sense, the entrepreneur is the commercial element of management – the sales department of the firm. A firm without an entrepreneur will fail. It would be a great machine without a purpose. Conversely, an entrepreneur without competence in management will have good ideas but no ability to realise them.

1.3.4 Alternatives to management

The truth is that the manager is commander, leader, and entrepreneur and a whole load more besides. But is there any alternative to management? Does someone always have to be manager, and can the firm get the right outcomes without such a determined person at the helm?

There is an academic research thread about alternatives to leadership and there is some evidence that leadership, as a moderator of motivation, need not necessarily be concentrated in one person. It can be distributed. 

And certainly, an entrepreneur can have great ideas and buy and sell to generate profit – but they can never do that to a large scale. That takes management of technology and people working together in a firm.

So, we contend that there is no alternative to management.

Reflection 1-3: Management alternatives

Take a few minutes to consider the statement, “there is no alternative to management”, and the description of management in Section 1.3. Do you agree that there is no alternative to management?

1.4 Differing roles

It’s important to recognise that people, including the manager, play multiple and sometimes conflicting roles in a firm. Initially, of course, the manager plays all roles. As others join the manager, these roles are adopted by others depending on the characteristics or role and attributes of the person.

There are four principal roles.

1.4.1 Shareholder

Someone or some group of investors puts up the money to start the firm. Each investor buys one or more shares in the firm and hence this person or group of people are referred to as shareholders. 

Shareholders put up the financial stake but unless they become directors, they take little other direct interest in the management of the firm and are of little interest to us here. 

1.4.2 Director and Managing Director

Typically, shareholders will enter into a shareholders’ agreement that describes the powers that they have over the activities of the firm. Their power is applied by appointing a director to the board of directors to act on their behalf. Generally, they can appoint themselves. Usually, only shareholders with more than a certain number of shares get to appoint a director. Those directors appointed by shareholders will register at the UK Companies House.

In some countries, firms have two boards – a supervisory board and a management board. The supervisory board comprises shareholding directors while the management board members are appointed for their management and technical skills. In SMEs in the UK, one board typically does both supervision and management.

The board then elects one of its members as Managing Director (MD) and it delegates the board’s power to the MD in return for reports on progress. Typically, the whole board would be involved in the development of strategy with each element of strategy forming a new objective for the MD.

1.4.3 Supplier

Suppliers are key players in the early evolution of the firm. Typically, the founder sub-contracts part of their activity to suppliers until the business grows to such a point when hiring staff becomes possible. Those suppliers are typically other small firms or sole-traders and are often referred to as contractors, associates, freelancers, or sub-contractors. 

Suppliers should be under business-to-business contracts with the firm for the supply of services. Those contracts (and the relationship in general) should clearly show the supplier as a third party that supplies goods and services against a specification. Those suppliers must not come close and be able to be construed legally as employees. The firm and its suppliers are often considered to trade ‘at arm’s length’, illustrating the separation between them. This separation should be maintained.

The distinction between workers/employees and suppliers is highlighted by this arm’s length relationship.

1.4.4 Employee/worker

Every person associated with the firm should be under a contract. All people under a contract of service are workers. Some workers are employees. The distinction between workers and employees is complicated. 

The distinction between suppliers (with a contract for supply of services) and those under contracts of service is an important one and one that the manager must think about and understand. If the manager gets the right contracts in place with the right people from the outset, significant future problems are avoided. We will cover this in more depth later.

The distinction between worker and employee is subtle. If you, as manager, gain the services of people through an intermediary such as a staffing agency, the people who work for you are workers. This is illustrated in Figure 1-3 where the intermediary invoices the firm, and the intermediary pays the worker a wage. Then the worker is an employee of the intermediary. If, instead, the firm pays the person a wage, they are employees of the firm.

This is a simple definition. It does get more complex, and we discuss this again later.
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Figure 1-3: Activity model for workers and employees

1.4.5 Role confusion

Firms often confuse roles and titles. 

Board members may also be members of the management team and attract the title ‘director’. This is a valid title if they are indeed registered as directors at Companies House. And sometimes the MD appoints employees as ‘directors’ as a title suggesting high rank.

Many firms steal terms from the USA and call their MD the Chief Executive Officer (CEO). Then those directors representing shareholders, or indeed employees appointed to high-sounding positions, are termed the ‘C-suite’ with titles like the Chief Finance Officer (CFO) and the Chief Operating Officer (COO). 

Managers should take care when giving people titles. An inappropriate or misleading title can unintentionally imply superior responsibility and the right to commit the firm. 

1.4.6 Managers, employees, and suppliers

For the rest of this book, those who exert influence over all aspects of the firm to achieve the desired outcomes are termed ‘managers’ or ‘the manager’. Those who do the manager’s bidding are termed ‘employees’. Those who augment the firm’s capabilities by supplying services are termed ‘suppliers’. There are only those three categories of person supporting the firm and throughout this book we strive to acknowledge the differences between them. 

1.5 Basic business types and structures

Fundamentally, the type and structure of the firm will greatly influence the nature of the machine possible and the outcomes available (as illustrated in Figure 1-1). Today, there is huge interest in unusual types and structures in an effort on the part of managers to minimise costs. Typically, if a firm can avoid having premises, or can have a very small headquarters, this is highly attractive. This section discusses some of the options and some of the issues that arise through those options.

1.5.1 Issues in managing real firms

People are social beings. Employees need one another for their existence, and, to a greater or lesser degree, they actively seek out contact with others. It’s common for employees to say that one of the big things they get out of work is the social interaction, the camaraderie. Typically, employees socialise with other employees in and out of the work setting. And managers structure the firm in a particular way and this structure enables a particular social interaction. 

Firms work because employees cooperate with one another. And firms work because managers are able, through social interaction, enabled by the firm’s structure, to influence their employees towards their point of view. This is one of the definitions of management – and specifically of leadership.

So, managers must create the right environment and a major element of that environment is the firm’s structure. If the structure constrains interaction, the machine will not function optimally, and the manager will not achieve their desired outcomes.

Figure 1-4 shows three typical structures of small firms. EE are the employees and Mgr, the manager. In one case there is more than one manager.

1.5.2 Nuclear firm

The first and most obvious structure is that of the nuclear firm. Manager and employees are co-located. Here the manager will find it relatively simple to make their influence felt. The manager will see each employee daily and hence monitor work output and will command and facilitate. Here, calling a meeting is simple and issues can be dealt with immediately. And the proximity of all players enables trust to be built easily between them.
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