Fundamentals of




8763868

FUNDAMENTALS OF
MODERN MANAGEMENT

¥

J. S. CHANDAN

Assistant Professor of Management
Medgar Evers College
" Ciry University of New York

E8763868

) ximmx sarRGiISotl U 2idl e 118G 0M b.naﬂ 21

. VANI EDUCATIONAL'BOOKS - *



N
4

b 4

.n-m. 9
«\wrr
¢ /Cf.:._.

f ¢

X »
Laly
5 R

s

VANI EDUCATIONAL BOOKS
a division of.
Vikas Publishing House Pvt Ltd
Regd. Office: 5 Ansari Road, New Delhi 110002 i
Head Office: Vikas House, 20/4 Industrial Area, Sahibabad 201010
Distt. Ghaziabad, U.P. (India)

CopyriGHT © AuTHOR, 1986

All rights reserved, No part of this publicatior may be reproduced
in any form without the prior written permission of the publishers.

o

Printed at Chetna Printers, A-27/2A, Shastri Marg, Maujpur, Delhi-110053



FUNDAMENTALS OF MODERN MANAGEMENT



8763868

To
My wonderful and friendly children,
Sunnu and Upi



ACKNOWLEDGEMENTS

In a vast plethora of management books in theory as well as' process,
designed specially as teaching instruments, why there is a need for
another simpler textbook on fundamentals of management? The
primary reason for introducing this book is: to make it tailor made
for the needs of students of community colleges who are taking an
introductory course in principles of management. This is understood
that the needs of the students for this basic course do not go
beyond a comprehensive familiarity with the ' management functions
and some relevant issues. Hence, a detailed analysis and an
exhaustive coverage of all areas of management is neither necessary
nor desirable. . ‘

Most books in the management area are extensive treatment of
issues and policies that are primarily meant to reflect the knowledge
and involvement of the author and not what the students ought to
know and in a language that the first-level college students can
understand. Additionally, these books are generally meant to cover
2 semesters’ work instead of one, and the individual professors take
the liberty of choosing those parts that they find convenient to cover.
It is often not possible to cover 700-800 pages of a management text
in one or two semesters. Also most of these books are meant to be
taught at all levels of student life including the 'MBA level and Ivy
League Universities. This is not fair to the 2-year diploma students
and the students of community colleges who do not need such higher
level material nor have they been adequately prepared to understand
such material in its proper context, Accordingly, a vacuum exists
in this area and a textbook is needed to cater for the needs of such
students.

Fundamentals of Modern Management has been specially and
painstakingly prepared with such specific needs in mind. The book
is written and presented in a very simple language without complex
diagrams and tables and fully covers all related subjects in a manner
and at a level so that the entire book can be covered in one semester
outline. The book is separated into major fundamental areas of
management and each area is comprehensively covered and treated.
The language is clear, unambiguous and self-teaching. The
material is covered in a simple manner so as to make an interesting

reading.
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Chapter 1
MANAGEMENT

What is management. How do we define it. What is involved in it.
Why we hear many times that a company failed due to bad manage-
ment. How do some people manage their life better than others.
Does it mean organizing things better thus causing less confusion,
Management can be defined in many ways. One of the more accept-
ed definition is as follows:

Management is that field of human behaviour in which managers
plan organize, staff, direct and control human physical and finan-
cial resources in an organized group efforts, in order to achieve
desired individual and group objectives with optimum efficiency_
and effectiveness. .

This definition contains many aspects but the key parts are re-
sources, objectives and efforts. What are the objectives? There are
individual objectives and also there are organizational objectives.
Sometimes these objectives conflict with each other. The individual
objectives are to make more money, have better recognition for
efforts, and have a sense of fulfilment in being associated with an
organization. The organizational objectives also, are to make more
money for the company, to improve image of the company in quality
and service, getting better share of the market etc. The manage-
ment’s efforts are to coordinate in such a manner as to fulfil both
individual as well as group objectives. These objectives must be
achieved in an optimum manner. This means that there is no waste
of time, money or other resources. The utility of the efforts should
be maximum and the costs associated with these efforts should be
minimum. The resources which the management must efficiently
utilize are:

1. Human resources. This involves getting the most suited person
for a given job, and getting the most out of him. Combined together,
all workers will be doing their best, thus utilizing their skills and
efforts to the maximum. This would ensure the most efficient use
of all human resources.
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2. Physical resources. These resources primarily mean the use of
plant, machinery, and facilities. This is to make sure that all
machines run properly, that these equipments are technologically
advanced, and that these are maintained properly. This is to ensure
that their total output is the best under a given set of circumstances.

3. Capital resources. This would involve acquiring capital for
initial buying of plant and equipment and using the capital for
day-to-day operations. It is important to ensure that no money is

~ wasted or put into unprofitable ventures. Good management would
make sure that these financial resources are best utilized.

The Job of Management

The management’s job is to make sure, that it satisfies the
interests of all parties concerned. Now who are the concerned
parties who have some degree of claim on management. There are
basically five concerned groups towards whom the management has
some responsibilities. These groups are: (1) Stockholders, (2) Emplo-
yees, (3) Customers, (4) Public and Community, and (5) Govern-
ment. ~ :

Let us look at the rights of each of these groups: .

1. Responsibility towards stockholders. These are actually the
owners of the company who have bought a part of the company by
buying their stock share. They have invested money in the company
and they want to get the maximum return on their investment. They
are interested that the management of the company conduct the
business in such a way, that the company continues to grow and
remain profitable over a long period of time. This would help the
stockholders in two ways. They will share a part of the total profits,
in the form of dividends, as well as the value .of there shares will
appreciate. Accordingly, the management must base their decisions
on long range planning and objective forecasting.

2. Responsibility towards employées. The responsibilities towards
employees relate to the following areas of employee interést: :

(a) Employment. This must be understood that the employment is
meant to be mutually beneficial for the employee as-well as for
the employer. Accordingly, the emphasis should be on what
contributions can the employee give to the company and what

‘'the company can do for the employee. The employee contri-
bution must be fully recognized.

- (b) Working conditions. This primarily refers to physical facilities,

which must be adequate and acceptable. -‘These must meet the
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accepted standards of cleanliness, light, heat, airconditioning,
ventilation and safety. Whenever the job requires some extra
degree of risk or difficulty, additional incentives must be offer-
ed. These conditions include night duty, working with chemi-
cals, working underground in coal mines or working with fast
heavy machinery. In addition provisions for social activities
as well as athletic activities would make the employees more
dedicated. The workers would consider this as an additional
" benefit as well as a boost in their morale, if they are allowed
easy access to superiors, provisions for suggestions that would
be seriously taken and flexibility in working hours, if possible.
Many large companies provide for psychological counseling, which
greatly reduces the stress of work and help solve other personal
problems. This reduction in stress and tension and the development
of a positive attitude would greatly improve the productivity.
(¢) Economic security. A sense of job security greatly improves the
4 sense of dedication of the company. A life time employment
brings about a shared responsibility which helps to .build the
loyality to the company. The system of “tenure” in .academic
institutions, after five or six years of service is designed to give
the professor a sense of economic security, which should bring
out dedication and a sense of belonging to the institution. In
addition to job security, the renumeration and fringe benefits
must be adequate and encouraging. Some of the fringe benefits, -
in addition to the salary are: ~
(i) Life insurance;
(7)) Medical insurance;
(iii) Sick leave;
(#v) Provision for leave for other emergencies;
(v) Maternity leave; - T ,
(vi) Stock options: This is a provision  to buy the stock
shares of the company at a price, lower than the price
paid by public; v
(vii) Paid vacation; and A
(viii) Free education for the workers, if necessary, and for
their children, ; :

(d) Job satisfaction. Job satisfaction refers to employees: self ful-
filment and happiness at the job. The work environment should
be such as to encourage a sense of belonging. This satisfaction
would be enhanced if the employee contribution is properly re-
cognized. This would enhance the feeling of togetherness.
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Other management policies should include provisions for ad-
vancement, promotions, increased responsibility and decision
" making privilages.

3. Responsibility towards customers. The customers expect a
quality product at a reasonable price with guaranteed satisfaction.
The quality can be guaranteed by offering facilities for returning the
defective product either for the purchased price or for a new unit.
Also by providing free service to the product for a specified period
of time, the customer’s confidence in the quality of the product can
be strengthened. The product should be simple to operate and be
made easily available through proper distribution channels and the
customer satisfaction should be the first rule of sales. ‘“‘Customer is
always right,” has proven to be good policy for initiating sale and
keeping the customer.

4. Responsibility towards public and community. The management
must respect community interests. Some of these community in-
terests may be protected by law. Other interests may be outcome
of social environments. These community interests include air pol-
lution, water pollution and noise pollution. All efforts must be made
to eliminate or reduce these pollutions. Other community interests
include providing jobs within the community, assistingin church
and school activities, ‘hiring the handicaps, raising funds for public
activities and taking active interests in community affairs.

5. Responsibilities towards government. The management must
operate within the legal system and adhering t6 all laws. These
include but are not limited to: : B

(@) Paying proper taxes.

(b) Respecting laws pertaining to social environment.
“(¢) Affirmative action. : ‘

(d) Equal opportunities for all.

(e) Respect for anti-trust laws.

(f) Truth in advertising, etc., etc.

Characteristics of Good Manager ,

The important personality traits of a successful manager are:

1. Knowledge. The problems we deal with are generally complex and
many- faceted, and hence a reasonable degree of knowledge is
" required so as to be able to differentiate between facts, inferences
and hypothesis and process the information for practical decisions.
To have the knowledge about competitive market, about techno-
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logical advancements and about social changes is very important
for taking actions.

2. Decisiveness. Quick and right decisions are very important in
the success and growth of any company. While it is important to
know the facts, it is equally important to act fast. Many opportu-
nities have been missed because of indecisiveness and taking time in
checking all the facts. A good manager should be able to make deci-
sions even when only. partial data is available, so that his decision
may be based on analytical and intuitional judgement. A manager
should posess conceptual logical ability, intuitive and courageous
judgement and ability to analyze the problem by breaking it into
parts and identifying the nature and effect of each part. .

3. Ability to handle conflict. A good manager is calm, able to
listen, is positively responsive to criticism and is able to handle
conflicts and differences in a constructive manner. In order to
handle conflicts well, a manager must be confident, self assertive,
fair and dominant. He should be highly tolerant of stress, for
conflicts generally lead to stress and tension. This would require a
sound mind ina sound body. A good physical health generally
introduces drive,. energy and stability leading to more balanced out-
look.

4. Emotional stability. Emotional stability is the major ingre-
dient for effective leadership and an effective manager is always an
effective leader. It pertains to good adjustment to life, calm and
cool and calculated reaction to undesirable situations and obstacles,
and normal acceptance of success as well as failure. Emotional
instability often leads to wrong and impulsive decisions with dire
consequences. Accordingly, a manager must be able to look and
assess a problem with detachment and objectively.
~ According to Katz! a good manager has three fundamental skills:

(@) Technical skills. The technical skills does not refer as much -
to operational skills as it does to be well familier with the job.
The technical skills are more important at the lower level
management. The top executives have developed the skills of
planning, organizational structures and forecasting. The techni-
cal skills would require the the ability to use methods and
techniques to solve problems in the area that the managers
are dealing with. A manager in the division of quality control,
for example, would know what methods are to be used in keep-
ing the quality of the product to a prescribed level.

(b) Human skills. Human skills involve the ability to work with
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others amicably. This would require expertise in interpersonal
relationship, and a respect for opposing opinions. A good
‘manager would have the capacity to understand others, with
a spirit of trust and respect. This in difficult area to learn,
specially with subordinates, but knowing when and how to
criticize for mistakes ‘and when to reward for achivements is
a unique trait of all successful managers. It involves genuine
involvement, enthusiastic respect for togetherness and a true
desire to move forward together.

(¢) Conceptual skills. The conceptual skill primarily involves‘the
ability to perceive the system as a total sum of sub-systems,
interconnected to make a whole. A good manager must be able
to identify the parts and sub-systems, as well as see the or-
ganization as a whole. He must see individual matters as
they relate to the total picture. The conceptual skills become
very important as the managers move up the ladder.

* Even though all these skills are highly .important', a good manager
is open-minded an flexible. Since all situations may not be similar,
strict adherence to certain ' methods and techniques may not be de-
sirable or effective. An important skill for manager is the ability to
be flexible, in facing different-kinds of demands and situations. A
manager’s work is highly diversified and he must handle many acti-
vities, some of these going on at the same time and he may change
his activities as new issues arise. Knowing when to be flexible and
when to be stern, is an art which can spell the difference between
success and failure. : y

-

Manager’s Work Roles? :
1. Managers operate as figureheads. Their role as ceremonial figure-
heads. This may be evident on some award giving ceremonies,
some ceremonies honouring the retiring employees or even at same
weddings of subordinates or at anniversary parties of workers.

2. Managers operate as leaders. They must have leadership quali-
ties so that they can motivate employees, handle their conflicts,
and in general give them guidance and advice.

3. Managers operate as liaison officers. In addition to ‘spending
time with peers, subordinates and people at their own level, they
also spend time outside their organizations gathering information
that might affect their own units or situations.

4. Managers operate as monitors. They are constantly monitoring
the situation around them both within the organization and out-
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side, constantly collecting information and sorting it out and dis-
seminating this relevant information to superiors and subordinates.

5. Managers operate as spokesmen. They have to present their
division and speak for their needs and suggestions.

6. Managers operate as entrepreneurs. They are consistantly look-
ing for ideas that would improve their product, profitability, com-
pany image etc. They pursue these ideas and assist in adaptability
to change.

7.. Manager operate as negotiators. They handle conflicts, handle
grievances, negotiate contracts, and solve day to day crisis, be it
within the company or as a result of outside forces like suppliers
raising their prices, strikes etc.

3. Managers operate as resource allocators. The managers allocate
budgets to differerent divisions. They also -allocate their time to
different functious depending upon priority of certain cperations.
They allocate extra money for promotions raises etc.

Historical Perspective of Management

Management has evolved and changed considerably over a period
of time. Even though the formal, scientific management began and |
established itself in the 20th century, the recorded use of organized
management goes back to°5000 B.c. when the agricultural revolution
had taken shape. According to Peter Drucker® ‘“‘thése irrigation
civilizations represented the greatest and most productive age of
social and political innovation.” Some of the examples of early
management skills are the highly sophisticated city of Mohen-jo-daro
in India, the palaces of Assur and Babylon, and the great pyramids
of Egypt. One pyramid built in 2900 B.C. required 100,000 men for
twenty years, covering 13 acres, using 2.3 million blocks, each
weighing an average of two and half tons. To jproduce such a
monument required proper planning, work allocation, organizing,
directing, and decision making. &2 7

Medieval Italy, in 1400’s used the double entry book keeping sys-
tem and assembly line techniques. The Roman Empire, even much
earlier, showed an outstanding expertise in general administration,
political, military and judicial judgemental issues, using communi-
cations and centralized control. \ '

Industrial Revolution .

The Industrial Revolution, begining in the late 18th century,
changed the entire behaviour of the civilized world. Adam Smith
is known to have established the management principles in the area
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of division of labour and specialization. These principles were
highly utilized by Henry Ford in mass production of automobiles.

There are a number of characteristics associated with the Industrial
Revolution. Some of these are: '

1. Specialization. This comes with the division of labour where
each worker is assigned to a small unit of job in which he becomes
a specialist. This gives rise to assembly line production.

2. Standardization. It means producing identical goods in millions
of units. This means simplification in quality control, making the
specialization less complicated. It also helps the consumer in trust-
ing the quality of the product and being able to acquire the product
anywhere and from any competitor.

3. Synchronization. It means coordination and blending of all
elements at one place. It helps in assembly line fitting and opera-
tions.

4. Concentration. The concentration of people and products was
associated with Industrial Revolution in that people were taken from
farms and isolated places and concentrated at the location of factories.
The loeation of auxilliary support systems " to these factories gave
rise to urban inhabitation resulting in industrial complexes and
cities. |

5. Maximization. This characteristic of Industrial Revolution has
emphasized efficiency and optimum return on investment of capital
and time. This resulted in “survival of the fittest”’, giving rise to
mergers and acquisitions resulting in huge industrial complexes.

6. Centralization. Centralization requires that control and decision
be made at the top while operational decisions are made' in a decen-
tralized form at the operational level. However as the conglome-
rates become more diversified and -divisional, some of the central
decision making powers are passed on to the divisions.

Various Schools of Management

There are various schools and approaches to management, develop-
ed during this century. Some of these are explored as follows:

1. Scientific management approach. Fredrick W. Taylor is consi-
dered to be the father of scientific approach to Management. His
published work, The Principles of Scientific Management* in 1911,
became the basis of scientific approach to management. He was
interested in developing the most scientific and rational principles
for handling people, machines, materials and money, to . secure
maximum benefits for the employers as well as employees.

The scientific school advocates the following:



