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PART ONE

MANAGEMENT ENGINEERING
AND ECONOMICS



Lesson One

TEXT |
Management Concept and its Functions

There are probably as many definitions of management as
there are books on the subject. Many of these definitions are rel-
atively concise and often simplistic. For example, one early writ-
er defined management as“knowing exactly what you want [peo-
pleJto do, and then secing that they do it in the best and cheap-
est way.” As we will see throughout this book, however, man-
agement is actually a very complex process —much more complex
than this definition would lead us to believe. Thus, we need to
develop a definition of management that better captures the true
nature of the process.

Management is perhaps best understood from the viewpoint
of systems theory. Systems theory suggests that organizations
utilize four basic kinds of inputs, or resources, fro n their cnvi-
ronments: human, monetary, physical, and information. Hu-
man resources include managerial talent, labor, and so forth.
Monetary resources are the financial capital’ the organization
uses to finance both ongoing and leng-term operations. Physical
resources include raw materials, office and production facilities,
and equipment. Information resources are usable data needed to
make effective decisions.
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The manager’ s job involves combining and coordinating
these various resources to achieve the organization’s goals. A
manager at Mobil Corporation, for example, uses the talents of
executives and drilling platform workers, profits earmarked for
reinvestment, existing refineries and office facilities, and sales
forecasts to make decisions regarding the amount of oil to be re-
fined and distributed during the next quarter. Similarly, the
mayor (manager) of New York City might use current police of-
ficers, a government grant (perhaps supplemented with surplus
tax revenues), existing police station houses, and detailed crime
statistics to launch a major crimé prevention program in the city.

How do these and other managers go about combining and
coordinating the various kinds of resources? They do so by carry-
ing out four basic managerial functions; planning and decision
making, organizing, leading, and controlling. "Management,
then, as illustrated in Figure 1.1, can be defined as follows:

Management is the process of planning and deci-
sion making, organizing, leading, and controlling an
organization’ s human, financial, physical, and infor-
mation resources to achieve organizational goals in an
efficient and effective manner.

This last phrase identifies the purpose of managemént —to
ensure that an organization’s goals are attained in an efficient
and effective manner. By efficient,® we mean doing things in a
systematic fashion without unnecessary waste. For example, a
firm that produces quality products at the lowest possible costs:
and distributes them with minimal transportation charges is effi-
cient. By effective, we mean doing the right things. A firm
could produce slide rules and buggy whips very efficiently but

’ 3
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The management process

Planning

and

decision

making Organizing Leading  Controlling

Human |
resources \

Financial _J
resQurces

—
/
Physical _r——/‘ //

resources

Information ,_}/

resqurces

Goal

attainment

Inputs from the environment

Fig. 1.1 A Schematic Diagram of Management in Organizations
still not succeed. In general, successful management involves be-
ing® both efficient and effective.

With this basic understanding of management, defining the
term manager becomes relatively simple:

A manager is someone whose primary activities are

a part of the management process. In particular, a

manager is someone who plans and makes decisions,

organizes, leads, and controls human, financial , physi-

cal, and information resources.

A useful way to illustrate the various aspects of the manage-
ment process is to describe how it works in an actual organiza-
tion. In 1982, Mitch Kapor entered the computer software busi-
ness and introduced Lotus 1-2-3, destined to become the most
successful piece of software ever developed. Kapor spent consid-
erable time planning his new enterprise and making decisions
about how various things would be done. He then designed an
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appropride organization for producing and marketing Lotus and
other soltware packages. During the company’ s formative
vears. Kapor played a strong leadership role in first selecting the
right people for his firm and then motivating them to work both
efficiently and effectively. And, throughout the entire process.
he imposed an appropriate control system to optimize human. fi

nancial. materizl, and information resources.
Planning and Decision Making: Determining Courses of Action

In its simplest form, planning means determining an org:
zation’ s goals and deciding how best to achieve them. Decision

making, a part of the planning process, involves'’

selecting o
course of action from a set of alternatives. Planning and decision
making help maintain managerial effectiveness by scrving as
guides for future activities. A necessary first step in planning is
to establish goals that define an expected or desired future state.
Within the context of one or more overriding goals. the manager
might also set several subgoals, or objectives.

Knowing where he or she wants the organization to be at a
given time in the future, the manager next develops a strategy
for getting there. This development process is called strategic
planning. Once the strategic plans are developed, the next step
is to implement them—to put the plans into effect. Specifying®’
where the organization is to go and how it is to get there involves
making many decisions, and many more will have to be made

along the way.
Organizing: Coordinating Activities and Resources

Once a manager has developed a workable plan, the next



phase of management is to organize the people and other re-
sources necessary to carry out the plan. At a very basic level,®
consider the following scenario. You have a $ 90,000 budget and
three subordinates to execute a plan. One approach might in-
volve giving each subordinate a § 30,000 budget and having each
one report to you. A different method might be to establish one
of them as a supervisor of the other two, who would have bud-
gets of $45,000 each. Determining the best method for group-
ing activities and resources is the organizing process.

The basic elements of organizing include work specializa-
tion, departmentalization, authority relationships, spans of con-

trol, and line and staff roles.
Leading . Motivating and Managing Employees

The leading function consists of four different activities.
One is motivating employees to expend effort. This activity in-
volves giving employees the opportunity to attain individual goals
and rewards through their performance on the job. A second as-
pect of leading, is leadership itself. Leadership focuses on what
the ‘manager does to encourage organizational performance”
(rather than on management activities geared to employee needs
and expectations),

The third part of leading is dealing with groups and group
processes. The initial creation of groups in a company is a part of
the organizing process. However, the manager must then deal
with group members and activities, on an ongoing basis,‘® from
an interpersonal perspective. Finally, Communication is the

fourth component of leading.



Controlling: Monitoring and Evaluating Activities

The final phase of the management process is controlling.
As the organization moves toward its goals, management must
monitor its progress. It must make sure the organization is per-
forming in such a way as to arrive at its “destination” at the ap-
pointed time. A good analogy is that of a space mission to Mars.
NASA does not simply shoot a rocket in the general direction of
the planet and then look again in four months to see whether it
hit the mark. NASA monitors the spacecraft almost continuous-
ly and makes whatever course corrections are needed to keep it
on track. Controlling helps ensure the effectiveness and efficien-

cy needed for successful management. : y YjQ
\\;;\ 8‘%
Summary of Key Points

Organizations, and therefore r.nanagement and managers,
play a significaﬁt role in most of our daily activities. Manage-
ment can be defined as the process of planning, organizing, lead-
ing, and controlling an organization’ s human, financial, physi-
cal, and information resources to achieve organizational goals in
an efficient and effective manner. A manager is someone whose
primary activities are a part of the management process.

Managers face a variety of interesting and challenging situa-
tions. The basic activities within the management process are
plannihg and decision making (determining courses of action),
organizing (coordinating activities and resources), leading (mo-
tivating and managing employees), and controlling (monitoring
and evaluating activities).

Most managers have ten basic roles to play, including three
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interpersonal roles (figurehead, leader. and liaison). three in-
formational roles (monitor, disseminator, and spokesperson),
and four decisional roles (entrepreneur, disturbance handler, re-
source allocator, and negotiator). Effective managers tend to
have technical, interpersonal, conceptual, diagnostic, and
analytic skills.

Management skills may be acquired through education (for-
mal coursework and continuing education) or experience (train-
ing programs and previous jobs). Increasingly, successful man-
agers are drawing on both experience and education as a means of

acquiring and developing the skills they need.

WORDS AND EXPRESSIONS

concise [kon'sais | adj. TBHEY . PEEH),
(brief, giving much information in few words. )
simplistic [sim'plistik ] adj. 3438 {LE .
(tending to simplify something unjustifiably. )
capture ['keeptfo] n. WK, KB ARE B & vt 33845 4955
#OER), '
(take or obtain as a prize by force. )
monetary [ 'manitari] adj. R K. &N B,
(of money or a currency. )
finance [fai'neens | n. WL W E2E .,
((science of) the management of money. )
executive [igzekjutiv] adj. HATHITTE M. o FTEHIT. HEK
ER,E&HE,
(having to do with managing or executing; administration,

person or group in a business with administrative power. )



decision [di'sizen] n. #E,HEK, R .
(deciding , judging, settlement of a question)
grant [grant] vt. A&, ET. n. FAE,.ETHEEED.
(consent to give--,sth granted, eg money {rom a govern-
ment. )
destine ['destin] vt. E%,ﬁﬁ,%%a(for, to)
(set apart, decide in advance. )
formative [ fometiv] adj. JERRE, IR .
(shape to. )
strategy [ 'streetid3i] n. HBE, KWK,
(the art of planning operations in war, skill in managing any
affair.)
scenario [sinariou] n. BB R, HFE,
(writtern outline of a play (film), alternative. )
budget ['badzit]n. FHE,WEHFE, vt. WATHE ., ZHE.
(an estimate or plan of expenditure. )
motivate [‘'moutiveit ] vt. YEA-eeee AL, Bl 4R 3.
(to give a motive or incentive to. )
ongoing and long-term operations: 2% BN EETED .
earmarked for $§3Z (R H Hik.
(set sth. aside for a special purpose.)
tax revenue MIHEL .
(One designed to produce revenue. )
along the way FEXFH .
software package {48,
gear to &4,
(make dependent to, adjust one thing to the working of an-

other. )
course of action 7 Et.



