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i~ Learning Targets;

After learning this chapter, you should be able fo .

» Define management and describe its purpose in organizations

» Determine the major functions of management

» Describe the roles of managers and the basic skills managers need
» Explain the different historical approaches of management theories

» Describe how different management approaches have contributed to modern

management theory and practice

» Evaluate a small business owner’s management skills and propose a future course of

action for the firm

Defining Management
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Part I The Essence of Management
» The Functions of Management
» Management Roles
» Management Skills
‘r Management in Different Situations
Part IIl  The Development of Management Thoughts

» Scientific Management » Administrative Management
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Shelly’s Homemade Pies

f!

Shelly learned how to make pies from her mother and grandmother and she made a |

variety of them well. The pies were always praised and never lasted long enough to cool off. |
When Shelly graduated from university with a business administration degree, she decided to |
take some big risks and enter the world of business by making and marketing specialty pies. |

With limited experience, she learned to plan, organize, and control the business.

Shelly converted one of the machine sheds on her family’s farm into a small pie ﬁ;‘

factory and bought an old oven and a second-hand food processor. She started the |

business with a few part-time employees. Her conservative business plan for Homemade |

Pies was to sell them initially through local supermarkets and selected family restaurants.

This required communicating with customers about the quality of the product. The image of |
the company was soon established due to several reasons: the pies were made using natural :

ingredients, they were “homemade” , and there were a unique variety of flavors available.

In the first six months, the company made 100 pies per day at a gross profit margin |

of $1.70 for each pie. The reception to the pies was extraordinary ; Restaurants began to
produce table promotional pieces featuring the local pies, and production could not keep
up with demand. Local magazines and newspapers approached Shelly for interviews and
recipes for these “hot” pies.

Shelly began to expand the operations by borrowing from the bank. The staff
increased from 3 part-time to 4 full-time employees. All the employees were loyal
friends. The sales increased from 100 to 400 pies per day and profits soared to $18, 000
per month. The key to success for the Homemade Pies was Shelly’s close supervision,
the strong support and motivation of her employees, a profit-sharing plan that stimulates
productivity and innovation for new recipes/flavors of pies, and keen business sense.
Her employees began to feel they were part owners of the business.

Currently demand has again grown beyond supply and Shelly is faced with several v

options. She can expand present facilities and add more staff, She can lease or purchase
new facilities; with higher production and lower distribution costs, the gross margin
could be increased. A national frozen pie company has suggested a joint alliance to make
pies for national supermarket chains under her name, recipes, and guidance, and she
would not have to continue to manage production. A breakfast chain has also proposed a

Joint venture for production and marketing of her pies under a licensing arrangement that

would give her a percentage of each pie sold with minimal involvement on her part.

S




Chapter 1 | Foundations of Management

Warm-up Questions

1. What contribute to the success of Shelly’s Homemade Pies?

2. Imagine you were Shelly for one day. What decisions would you have
to make and how would you deal with the management activities at her

company?
3. What challenges does Shelly face? What is your recommendation for
the future of Homemade Pies?

Every day, millions of people go to work and perform some sort of managerial job.
However, not everyone is successful. Likewise, many companies are made prosperous by good
management, while thousands of others become bankrupt as a result of poor management.
Then, what is management? And more importantly, what is good management?

This chapter describes the essence of management and outlines the development of
management theory. It recognizes the similarities as well as the differences across
organizations. Some of the similarities include; all managers make decisions about the use of
organizational resources to reach organizational goals; engage in the same basic activities of
planning, organizing, leading and controlling; and act in the same general roles for their
organizations. On the other hand, the specific tasks of managers can vary greatly due to
differences such as company size and the nature of the industry to which the organization
belongs. Aiming to help you understand today’s management theory and practice, this chapter
also demonstrates a knowledge of management history and many contemporary management

concepts and shows how they have evolved to reflect the changing needs of organizations and

society as a whole.

/.1 Management: Process, Efficiency and Effectiveness

Management refers to the process of coordinating work activities so that they are
completed efficiently and effectively with and through other people. Let us look at this
definition more closely.

The process represents the ongoing functions or primary activities engaged in by
managers. These functions are typically called planning, organizing, leading and controlling.
We will elaborate on these functions and the process of management in Part II—The Essence
of Management.

003

e



BB % 8%

Efficiency is a vital part of management. It describes the relationship between inputs and
outputs. If you can get more output from the given inputs, you have increased efficiency.
Similarly, if you can get the same output from less input, you have increased efficiency.
Because managers deal with scarce input resources—mainly people, money and equipment—
they are concerned with the efficient use of these resources. Management, therefore, is

interested in minimizing resource costs. From this perspective, efficiency is often referred to

as “doing things right” —that is, not wasting resources.
However, it is not cRough Efficiency (means) Effectiveness (ends)
simply to be efficient. Management is
y : ) Goal
also  concerned with completing Resource usage attaiiiient
activities so that organizational goals
are attained; that is, management is .

. . Low High
concerned with effectiveness. When waste attainment
managers achieve their organisation’s
goals, we say they are effective.

Effectiveness is often described as Management strives for: =~
s . N . Low resource waste (high efficiency)
doing the right things” — that is, High goal attainment (high effectiveness)
those work activities that will help the % B
organization reach its goals. While Figure 1.1 Efficiency and Effectiveness
efficiency is concerned with the in Management

means of getting things done, effectiveness is concerned with the ends, or the attainment of
organizational goals ( see Figure 1.1).

Efficiency and effectiveness are related. It is easier to be effective if one ignores
efficiency. For instance, Lenovo could produce expensive personal computers with
significantly enhanced top-of-the-line computing features if it disregarded labor and material
input cost. In other words, they could get their jobs done but at a very high cost.

At the other extreme, organizations can be efficient but not effective. In other words,
they may do the wrong things well! For instance, many universities have become highly
efficient in processing students. By using computer-assisted learning and Internet-based course
material, long-distance learning classes and large lecture classes, administrators have
significantly cut the cost of educating each student. Yet students, alumni and companies have
questioned whether students are being educated properly.

Of course, in successful organizations, high efficiency and high effectiveness typically
go hand in hand. Poor management is most often due to both inefficiency and ineffectiveness
or to effectiveness achieved through inefficiency. Management is therefore concerned not only

with getting activities completed and meeting organizational goals ( effectiveness ) but also

004
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with doing so as efficiently as possible.

/.2 Organizations and Resources

Although it may seem that management activities are quite diverse, they share some
common characteristics. First, all management activities occur within the context of an
organization. Second, managers are in charge of the organization’s resources and of using
these resources to help the organization reach its objectives.

Organizations are groups of individuals who work together to achieve the goals or
objectives that are important to these individuals. For example, the BULL is an organization
that tries to win basketball games; the organization known as White Swan provides hotel
accommodation to customers; the insurance company Ping’an of China provides insurance
services to people. All of these organizations have managers who are essential to their
success. Managers are individuals who make decisions about the use of the organization’s
resources.

Resources include people, equipment, finances, and the data used by the organization to
reach its objectives. How well a manager coordinates the firm’s activities and uses its
resources determines not only how well the organization accomplishes its objectives but also

how he or she will be judged in terms of job performance.

Knowledge Assessment

1. What’s Management?

2. Define efficiency and effectiveness and explain why they are important
to management.

3. Explain how efficiency and effectiveness are related.

o
L pmre

As mentioned above, all organizations have managers ( although some of them may not
be called “manager”) to carry out its management activities. Thus it might be easier to
understand management by looking at what managers do. However, it is not an easy task to

describe exactly what managers do because, Just as no two organizations are exactly alike, no
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two managers’ jobs are exactly alike. Nevertheless, management researchers have developed
some specific categories to describe what managers do. In this section, we are going to look

at the manager’s job in terms of functions, roles, skills and situational analysis.

2.7 The Functions of Management

When managers do their jobs, they are
performing the management functions. These

management activities can be classified into

Organizing Planning

four major functions: planning, organizing,

leading, and controlling ( see Figure 1. 2).

Management $
Although they usually occur simultaneously in
Leading

management activities, we will discuss them - Controlling

separately.

2.1.1 Planning
Figure 1.2 Basic Functions of Management

Planning involves determining what the
organization will specifically accomplish and deciding how to accomplish these goals. The
object of planning is to use the resources at the manager’s command to ensure that the
organization’s goals are met. For example, the manager of the BULL basketball team plans
which opposing team to play next and which players to use in the line-up to win the game. At
White Swan, managers plan ahead by anticipating the next week’s demand for hotel rooms,
which can be affected by weather and holidays, and then plan a work schedule for

employees, examine supplies of food and rooms to try to meet that demand.
2.1.2 Organizing

Organizing refers to the activities involved in designing jobs for employees, grouping
these jobs together into departments, and developing working relationships within and
between organizational units to ensure management plans are carried out. Some organizational
activities occur frequently while others are periodic. For example, developing work teams and
staffing for special projects can happen very often in most organizations, but a change in
organizational structure will be undertaken only when something suggests a structural change
is needed.

Guangdong University of Foreign Studies (GDUFS) undertook a reorganization and a
restructuring, which led to a change in the arrangement of its schools, departments, and
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