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CHAPTER 1 ™. 05
PRINCIPLES OF
MANAGEMENT

How Do We Define Management?

The term management refers to the process of getting things done, effec-
tively and efficiently, through and with other people.Several components in this
definition warrant discussion. These are the term process, effectively, and effi-
ciently .

The term process in the definition of management represents the primary
activities managers perform.In management terms, we call these the functions
of management .

Effectiveness and efficiency deal with what we are doing and how we are
doing it. Efficiency means doing the task right and refers to the relationship
between inputs and outputs. For instance, if you get more out from a given in-
put,you have increased efficiency. So, too, do you increase efficiency when
you get the same output with fewer resources? Since managers deal with input
resources that are scarce-money, people, equipment-they are concemned with the
efficient use of those resources.Management, therefore, is concemed with mini-
mizing resource costs.

Although minimizing resource costs is important, it is not enough simply
to be efficient. Management is also concemed with completing activities. In
management terms, we call this ability effectiveness. Effectiveness means doing

the right task. In an organization, that translates into goal attainment.
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Although efficiency and effectiveness are different terms, they are interre-
lated, and therefore, good management is concemed with both attaining goals

(effectiveness) and doing so as efficiently as possible.
Functions of Management

In the early part of this century, a French industrialist by the name of
Henri Fayol wrote that all managers perform five management functions. They
plan, organize, command, coordinate, and control. In the mid-1950s, two pro-
fessors at UCLA used the functions of planning, organizing, staffing, direct-
ing, and controlling as the framework for a textbook on management that for
twenty years was unquestionably the most widely sold text on the subject. The
most popular textbooks still continue to be organized around management func-
tions, though these have generally been condensed to the basic four: planning,
organizing, leading, and controlling.

Let us briefly define what each of these functions encompasses . Keep in
mind before we begin, however, that , although we will look at each as an inde-
pendent function, managers must be able to perform all four functions simulta-
neously and that each function has an effect on the others. That is, these func-
tions are interrelated and interdependent .

The planning function encompasses defining an organization’s goals, es-
tablishing an overall strategy for achieving those goals, and developing a com-
prehensive hierarchy of plans of integrate and coordinate activities. Setting
goals keeps the work to be done in its proper focus and helps organizational
members keep their attention on what is most important .

Organizing includes deteﬁﬁining what tasks are to be done, who is to
them, how the tasks are to be grouped, who reports to whom, and where deci-
sions are to be made.

We know that every organization contains people. And it is part of a man-
ager’s job to direct and coordinate those people. Performing this activity is the

leading function of management. When managers motivate employees, direct
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the activities of others, select the most effective communication channel, or re-
solve conflicts among members, they are engaged in leading.

The final function managers perform is controlling. After the goals are
set, the plans formulated, the structural arrangements determined, and the
people hired, trained, and motivated, something may still go amiss. To ensure
that things are going, as they should, a manager must monitor the organiza-
tion’s performance. Actual performance must be compared with the previously
set goals. If there are any significant deviations, it is the manager’s responsi-
bility to get the organization back on track. This process of monitoring, com-
paring, and correcting is what we mean when we refer to the controlling func-

tion.
Management Roles

In the late 1960s, Henry Mintzberg undertook a careful study of five chief
executives at work. What he discovered challenged several long-held notions
about the manager’s job . Mintzberg concluded that managers perform ten differ-
ent but highly interrelated roles. The term management roles refer to specific
categories of managerial behavior. These roles can be grouped under three pri-
mary headings-interpersonal relationships, the transfer of information, and deci-

sion-making .
Managers and Their Titles

Managaers work in organizations, but not everyone who works in an organi-
zation is a manager. For simplicity’ s sake we can divide organizational members
into two categories : operatives and managers . Operatives are people who work
directly on a job or task and have no responsibility for overseeing the work of
others. In contrast, managers direct the activities of other people in the organi-
zation . Customarily classified as top, middle, or first-line, these individuals su-
pervise both operative employees and lower-level managers. That does not

mean, however, that managers don’t work directly on tasks.Some managers also
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have operative responsibilities to service some accounts in addition to oversee-
ing the activities of the other sales associates in their district. The distinction,
then, between the two groups- operatives and managers-is that managers have

employees who report directly to them.
Is the Manager’s Job Universal?

Previously, we mentioned the universal applicability of management func-
tions. So far, we have discussed management as if it were a generic activity.
That is, a manager is a manager regardless of where he or she manages. If
management is truly a generic discipline, then what a manager does should be
essentially the same regardless of whether he or she is a top-level executive or a
first-line supervisor;in business firm or a government agency;in a large corpo-
ration or a small business; or located in Paris, France, or Texas. Let’s take a
closer look at the generic issue.

In function terms, as managers move up the organization, they do more
planning and less direct overseeing of others. All managers, regardless of lev-
el, make decisions. They perform planning, organizing, leading, and control-
ling functions. But the amount of time they give to each function is not neces-
sarily constant. In addition, the content of managerial functions changes with
the manager’s level. For example, top managers are concerned with designing
the overall organization’s structure, whereas lower-level managers focus on de-
signing the jobs of individuals and work groups.

Two final perspectives need to be considered regarding what managers do.
They are: managers make decisions, and managers are agents of change. Al-
most everything managers do requires them to make decisions . Whether it in-
volves setting goals in the organization, deciding how to structure jobs, deter-
mining how to motivate and reward employees, or determining where significant
performance variances exist, a manager must make a decision. The best man-
agers, then, are ones who can identify critical problems, assimilate the appro-

priate data, make sense of the information, and decide the best course of ac-
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tion to for resolving the problem.
Managing in Profit and Not-For-Profit Organization

Regardless of the type of organization a manager works in, the job has
commonalities with all other managerial positions. All managers make deci-
sions, set objectives, create workable organization structures, hire and motivate
employees, secure legitimacy for their organization’ s existence, and develop
internal political support in order to implement programs. Of course, there are
some noteworthy differences. The most important is measuring performance .
Profit, or the “bottom line”, acts as an unambiguous measure of the effective-
ness of a business organization. There is no such universal measure in not-for-
profit organizations . Measuring the performance of schools, museums, govern-
ment agencies, or charitable organizations, therefore , is more difficult. But don’t
interpret this difference to mean that managers in those organizations can ignore
the financial side of their operation. Even not-for-profit organizations need to
make money to survive.It’s just that making a profit for the “owners” of not-
for-profit organizations is not the primary focus. Consequently, managers in
these organizations generally do not face a profit-maximizing market test for per-
formance.

Conclusively , while there are distinctions between the management of prof-
it and not-for-profit organizations, the two are far more alike than they are dif-
ferent . They are similarly concemed with planning, organizing, leading, and con-

trolling
Manager’s Job in Small and in a Large Organization

The small business manager spends a large amount of time doing such out-
wardly directed things as meeting with customers, arranging financing with
bankers, searching for new opportunities, and stimulating change.In contrast,
the most important concems of a manager in large organization are directed in-

ternally-toward deciding which organizational units get what available resources
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and how much of them. According to this study, the entrepreneurial role look-
ing for business opportunities and planning activities for performance improve-
ment is least important to managers in large firms. ‘

Compared with a manager in a large organization, a small business man-
ager is more likely to be a generalist;his or her job will combine the activities
of a large corporation’s chief executive with many of the day-to-day activities
undertaken by a first-line supervisor. Moreover, the structure and formality that
characterize a manager’s job in a large organization tend to give way to infor-
mality in small firms. Planning is less likely to be a carefully orchestrated ritu-
al . The organization’ s design will be less complex and structured. And control
in the small business will rely more on direct observation than on sophisticated
computerized monitoring system,

Again, as with organizational level, we see differences in degree and em-
phasis, but not in function. Managers in both small and large organizations per-
form essentially the same activities ;only how they go about them and the prop-
ortion of time they spend on each are different . See managers role classified by
Mintzberg in the table 1-1 below.

Table 1-1 Managers Role Classification

Role Description Identifiable Activities Interpersonal
\ Symbolic head; obliged to perform a S
:;f:e " | number of routine duties of a legal or Cre':ung visilors; signing legal docu-
social nature . ments .
Responsible for the motivation and
Leader | 2ctivation of employees; responsible | Performing virtually all activities that
for staffing, training, and associated | involve employees .
duties.
Maintain self-developed network of Acknowledge mail; doing external
Liaison | outside contacts and informers who | board work; performing other activi-
provide factors and information. ties that involves outsiders .

Informational
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Role

Description

Identifiable Activities Interpersonal

Monitor

Seeks and receives wide variety of
special information (much of it cur-
rent) to develop thorough under-
standing of organization and environ-
ments; emerges as nerve center of in-
ternal and external information about
the organization.

Reading periodicals and reports; ma-
intaining personal contacts.

Dis-

nator

Transmits information received from
other employees to members of the
organization — some information is
factual some involves interpretation
and integration of diverse value posi-
tions of organizational influencers

Holding  informational  meetings;
making phone calls to relay informa-
tion.

Spoke-
sperson

Transmits information to outsiders on
organization’ s plans; policies, ac-
tion, results etc. ;serves as expert on
organization’ s industry .

Holding board meeting; giving infor-
mation review sessions to develop
new programs.

Decisional

Entre-
preneur

Searches organization and its envir-
onment for opportunities and initiates
“ improvement projects ” to bring
about change; supervises design of
certain project as well.

Organizing strategy and review ses-
sions to develop new programs.

Distur-

bance
han-

dler

Responsible for corrective action
when organization faces important,
unexpected disturbances.

Organizing strategy and review ses-
sions that involve disturbances and
crisis .

Re-

source

allo-

cator

Responsible for the allocation of or-
ganizational resources of all kinds -
in effect, the making or approval of
all significant organizational deci-
sions.

Scheduling; requesting authorization;
performing any activity that involves
budgeting and the programming of
employees’ work.

Negoti-
ator

Responsible for representing the or-
ganization al major negotiations.

Participating in union contract nego-
tiations or in those with supplies.

The Changing Face of Management

The histories of our 1960s stars demonstrate that organizations that remain

stagnant and highly bureaucratic are increasingly fading from the limelight.
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Why? Because one of the biggest problems in managing an organization today is
trying to hold on to the past. Economies throughout the world are going through
turbulent change. To better understand the current change, let us look back on
the road we have taken.

Futurist Alvin Toffler has written extensively about social change . Classify-
ing each period of social history, Toffler has argued those modem things. Some
groups of people gained from the new way ; others lost.

The first wave was driven by agriculture, which dominated work through
the early 1890s. Individuals were their own boss and were responsible for per-
forming a variety of tasks. Their success — or failure — was contingent on how
well they produced.

Industrialization , the second wave, began an unprecedented economic rev-
olution near the start of the 1900s. Work left the fields and moved into formal
organizations. The industrial wave forever changed the lives of skilled crafts-
men. No longer did they grow something or produce a product in its entirety. In-
stead, workers were hired into tightly structured and formal workplaces . Mass
production , specialized jobs, and authority relationships became the mode of op-
eration. It gave rise to a new group of workers — the blue — collar industrial
worker - individuals who were paid for performing routine work that relied al-
most exclusively on physical stamina. This industrial structure was successful . It
paved the way for some countries, such as the United States and England, to be-
come world leaders in manufacturing products such as steel, tires, and rubber.
But the industrial wave,too, would pass.

- By the start of the 1970s, the information wave was gaining momentum.
Technological advancements were eliminating many low - skilled, blue — collar
jobs. Moreover, the information wave was transforming society from a manufac-
turing focus to one of service . People were increasingly moving from jobs on the
production floor to clerical , technical , and professional jobs.The economy need-

ed software programmers, accountants , market researchers, and fast food service

workers .



