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PART I Business and Modern
Management

FE—#9 BHULMIAKEE

Business i

Business is a word which is commonly used in many different languages. But what does it ex-
actly mean? The concepts and activities of business have increased in modem times. Traditionally,
business simply meant exchange or trade for things people wanted or needed. Today it has a more
technical definition. One definition of business is the production® , distribution®, and sale® of
goods and service® for a profit . To examine this definition, we will look at its various parts.

First, production is the creation of services or the changing of materials into products.One ex-
ample is the conversion of iron ore into metal car parts. Next, these products need to be moved from
the factory to the market® place. This is known as distribution. A car might be moved from a factory
in Detroit to a car dealership in Miami.

Third is the sale of goods and services. Sale is the exchange of product or service for money. A
car is sold to someone in exchange for money. Goods are products which people either need or want;
for example, cars can be classified as goods. Services, on the other hand, are activities which a
person or group performs for another person or organization. For instance, an auto mechanic® per-
forms a service when he repairs a car. A doctor also performs a service by taking care of people
when they are sick.

Business, then, is a combination of all these activities: production, distribution, and sale.
However, there is another important factor. This factor is the creation of porfit or economic sur-
plus®. A major goal in the functioning of an American business company is making a profit. Profit
is the money that remains after all the expenses are paid. Creating an economuc surplus or profit is,

therefore , a primary goal of business activity .
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Management Functions EEIIgE

Management plays a vital role in any business or organized activity. It is composed of a team of
managers who have charge of the organization at all levels. Their duties include making sure compa-
ny objectives are met and seeing that the business operates efficiently. Regardless of the specific
job, most managers perform five basic functions. These management functions are planning , orga-
nizing , directing , coordinating and controlling .

Planning involves determining overall company objectives and deciding how these goals can best
be achieved. Managers evaluate alternative plans before choosing a specific course of action and then
check to see if the chosen plan fits into the objectives established at higher organizational levels.
Planning is listed as the first management function because the others depend on it.

Organizing is the process of putting the plan into action. This involves allocating resources, es-
pecially human resources, so that the overall objectives can be attained. In this phase managers de-
cide on the positions to be created and determine the associated duties and responsibilities .
Staffing®, choosing the right person for the right job, may also be included as part of organizing
function.

Third is the day-to-day direction and supervision of employees. In directing, managers guide,
teach, and motivate workers so that they reach their potential abilities and at the same time achieve
the company goals.

Coordinating is to bring into proper relations among the various departments of the company. To
harmonize, adjust relative order by ongoing communication with employees.

The last, controlling, managers evaluate how well company objectives are being met. I major
problems exist and goals are not being achieved, then changes need to be made in the company’s
organizational or managerial structure. In making changes, managers might have to go back and re-
plan, reorganize, redirect, and recoordinate.

In order to adequately and efficiently perform these management functions, managers need in-
terpersonal , organizational, and technical skills. Although all five functions are managerial duties,

the importance of each may vary with the situation. Effective managers meet the objectives of the
2



company through a successful combination of planning, organizing, directing, coordinating, and

controlling. (see illustration, Business Management Hierarchy®)
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1.1 On Management and Manager KREIES&ZE

On Management &

A very accurate and clear definition given by James L.Hayes, the dean of the School of Busi-
ness Administration at Duquesne University, is “management was getting things done through other
people” . Tt tells us a great deal about both the concept and the actual practice of management. The
management is both an art and a science. It’s a science in that it can be measured by results and is
subject to methodological® analysis. But management does not rely exclusively on the scientific
method and therefore is also an art. And like other arts and sciences, management requires careful
discipline and training to develop and perfect one’s skills. Indeed, while some people may be born
with certain talents for management, there is no substitute for training and discipline to develop
these skills.

To a certain extent, management is a philosophy or an idea which motivates people. Someone
sees management as the performance of certain specific functions and the execution of certain tasks in-
tended to accomplish specific goals .

Management depends on performance of certain specialized tasks or jobs. For example, things
like handling planning, organization and staffing, innovation® and budgeting® and directing people
to carry out these tasks. Therefore, we must see management as the performance or execution of all

these necessary functions.
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On Manager £33

Managers are defined as the people who are given specific tasks to carry out. But certainly not

all of the management position are held by people of equal rank or position. There are various
5



“levels” of management, even though all of them may be called managers. For example, the biggest
level separations would be between “first line” managers, “middle” managers and “top manage-
ment”. There are always levels of responsibility 1n any social organization. In many cases, these var-
ious levels of responsibility are determined by age, and in many others they are determined by abili-
ty. A great deal of experience and knowledge is needed as one moves up the“leader” of management
as we would call it. Therefore, age and experience are often reflected in ability. So even at the bot-
tom, the section chief®, for example, can be seen as the first step in the “management process” .
This is the level at which we can often tell if a person has management potential or not.

But what really makes a good manager? Some people say that only people who have natural tal-
ent can become really good managers. Others say that experience can make good managers regardless
of natural talent. Obviously one must have some native ability before he can develop his skills as-a
manager. But very few people are what we can call “bom managers”. It’ s really the same as a
“bor golfer” or a “bom singer” . There certainly is natural talent there, but 1t rarely becomes any-

thing without training. So in the long run, we can say that managers are made, not born!
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1.2 Ownership, Management and Social Responsibility ( Illustration )
RrER. . BENtLEE(ER)

Management is really the responsibility of carrying out specific functions in a firm, it does not
necessarily mean ”ownership” . Sometimes it’ s related to ownership, but only on a very small basis
in most large industrial companies. With the development of the Industrial Revolution?, a special-
ized “management function” has grown up; the days of the single “proprietor” , who was both owner
and manager, have long passed. They still exist but are certainly in the minority in the case of major
companies .

We see the development of an entirely new “class” if we want to call it that — people who
have little or no ownership or proprietorship interest, but who have major responsibilities for manage-
ment. This class of people, the managers, are responsible to both owners and workers to see that

things work correctly .
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1.3 Marketing

Marketing is an essential part of the entire process of management, but too many people see
marketing and management as separate or independent functions. Marketing is surely not restricted
to just “buying and selling” or dealing with imports and exports; it has a three-sided function, and
each side is closely involved in the management process. Marketing research® and product develop-

@ are another; and sales, services and adminis-

ment® are one side; advertising and sales promotion
tration are the third.

Someone sees “marketing research” as the same as “market research”, but we really see them
as different functions. “Market research” is an analysis of a specific market. For example, how
many potential customers there are and where they are located. “Marketing research” is much
broader than that and refers to many functions of sales. It can be defined as gathering, recording and
analyzing all facts about problems related to merchandising® . This includes product planning,
transport, services and communication, too. They are all part of the merchandising process, and
this is what marketing research really means. In other words, we can say that marketing research is
the study of all processes involved in getting goods from the producer to the customer .

“Product planning” plays a major role in the merchandising function, companies that have ig-
nored this important role have very sad histories. There are very few products which will continue to
be marketable over a long period of time without undergoing changes. This is where the funtion of
research and development becomes important. Successful merchandising means that companies must
stay abreast of changing markets and changing products. Nothing will damage a company faster than
an outmoded product, or even the reputation of being “behind the times” . And that’ s why the best-
organized merchandising functions are continuously working on new product development , or product
improvement . This is the essential role of research and development in the merchandising process.

Indeed, merchandising is a vital process with many functions. Another aspect not yet men-
tioned is the problem of developing “marketing channel”® in cultivating new markets. Selecting and
establishing the appropriate marketing channel in the beginning is vital. Once established, a good
marketing channel will continue to function properly without the need for constant supervision. Re-
gional and local distribution are only part of the problem. A properly developed marketing channel
will insure the continuous flow of merchandise from producer to consumer with a minimum of prob-

lems.
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Part of the problem is establishing and maintaining a clearly defined marketing policy . Decisions
such as extensive or selective distribution, or establishing a franchise® distribution network, become
essential elements in the overall marketing policy. A well-developed and properly functioning mar-
keting channel has many independent, yet related parts. The distributor and the wholesaler are only
parts of the entire process. At the end of the process are the ultimate retailers, for example, a fran-
chise holder, an exclusive agency, a chain store or a general merchandiser. In each case, the mar-
keting policy will be different, and the functions will be somewhat different. That’s why it’s impor-
tant to establish a clearly defined marketing policy at the beginning. Of course, modifications in this
policy are possible, but sudden shifts in direction or approach can upset a well-working distribution
system. That’s why planning is important. This is especially true when we consider the mutual obli-
gations of all elements in the channel.

We are specially interested in the role of “image”, public relations® and advertising in the
“product promotion” aspects of merchandising. That’ s a fascinating® area and an area that is ex-
tremely important in the entire process of successful merchandising, especially the matter of public
relations and image. It’s really a matter of establishing trust. This is all part of building a reputa-
tion and establishing what we call “goodwill” .
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