Chapter-1 Mature and Significance of Management

Management — Concept, Functions and Characteristics

Concept of Management

Management is an actvity which is necessary wherever there is a group of people working in an organisation.
People in crganisations are performing diverse tasks but they are all working towards the same goal. Management
aims at guiding their efforts towards achieving a commen objective — a goal.

Thus, management has to see that tasks are completed and goals are achieved (e, effectivenes) with the least

amount of resources at a minimum cost (fe, gficiency).

Management is defined as a process of getting things done with the aim of achieving goals effectively and fficiently:

DerFinrTioNs oF ManacEMENRT

r'l"‘I.;.1.1;.;189::.31"; in the process of working with and through others to effectively achieve cyganizational
ohjectives by efficiently using limited resources in the changing environment” —Kreitner
® "f".{ana,g.emenl is the process of designing and maintaining an envircnment in which individuals,
working bogiether in froups, efficiently accomplish selected aima”  —Harold Koontz and Heinz Weihrich
o rhf‘ﬂ[.;l.l:h;lﬁ,m:l:uenl: isdefined astheprocessof planning, ufganjuin&,aduaﬁnﬁandmnho]hnganmgaunaﬁon'
operations in crder to achiewve coordination of the human and material resources essential in the effects
and efficient attainment of chjectives” —Raobert L. Trewelly and M. Gene Newport

b

There are certain terms in the above definition of management, which require elaboraton. These are {a) process,
(b) effectively, and (<) efficiently.

1. Process

'Process' in the definition of management means the primary functions or activitics that management
performs to get things done.

These functions are planning, organising, staffing, directing and controlling.

Management is described as the process of planning, organising, directing and controlling the efforts of
organisational members and of using organisational resources to achieve specific goals.

2. Effectiveness

Being effective or doing work effectively basically means finishing the given task

Effectivencss in management is concemed with deing the right task, completing activitics and achicving
goals. fn otfber words, it Is concerned with the end result

3. Effic iency

[t is not enough to just complete the tasks. There is another aspect also, Le., being efficient or as we say deing
work efficiently.
Effidiency means doing the task correctly and with minimum cost.
There is a kind of cost-benefit analysis involved and the reladonship between inputs and ocutputs.
# IF by using less resources (Le., the inputs) more benefits are derived (ic., the outputs) then efficiency has
increased.
» Effidency is also increased when for the same benefit or outputs, fewer resources are used and less costs are
incurred. Input resources are money;, materials, equipment and persons required to do a particalar task.
Obviously, management is concerned with the efficient use of these resources, because they reduce costs and

ultimately lead to higher profits.
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Effectiveness versus Efficiency
These two terms are different but they are interrelated. For management, it is important to be both effective and
efficient. Effectiveness and efficiency are two sides of the same coin. But these two aspects need to be balanced.

# Management at times, has to compromise with efficiency. For example, it is easier to be effective and
ignore cfficiency i.c.. complete the given task but at a high cost. Suppose, a companys target production
is 20,000 units in a year. To achicve this target the manager has to operate on double shifis due o power
failure most of the time. The manager is able to produce 20,000 units but at a higher production cost. In
this case, the manager was effective but not so effcient, since for the same output, more inputs {labour
cost, electricity costs) were used.

7 At times, a business may concentrate more on producng goods with fewer resources fe., cutting down
cost but not achieving the target production. Consequently, the poods do not reach the market and
hence the demand for them declines and competitors enter the market. This is a case of being efficient
but not effective since the goods did not reach the market.

Therefore, it is impormant for management to achieve goals (cffectivencss) with minimum resources f.e., as
cfficienty as possible while maintaining a balance between effectiveness and efficiency.

Top Tip

Usually high efficiency is associated with high effectiveness which is the aim of all managers. But undue emphasis on high
, efficiency without being effective is also not desirable. Poor management is due to both inefficiency and ineffectiveness. |

Functions of Management

Management consists of a series of continuous, but interrelated and inter-dependent functions, that are
performed by all managers. These functions are planning, organising, staffing, directing and controlling.

1. Planning

Planning is the function of determining in advance what is to be done and who is to do it. This implies setting
goals in advance and developing a way of achieving them efficiently and effectively.

Manning is defined as setting objectives for a given time period, formu lating various courses of action to achieve
them, and then selecting the best possible altemative from among the various courses of action available.

It must be noted that planning cannot prevent problems, but it can predict them and prepare contingency plans
to deal with them if and when they occur.

2. Organising
Organising is the management function of assigning duties, grouping tasks, establishing authority and
allocating resources required to carry out a specific plan.

# Once a specfic plan has been established for the accomplishment of an organisadonal goal, the organising
function examnines the activities and resources required to implement the plan. It determines what
activities and resources are required. It decides who will do a particular task, where it will be done, and
when it will be done.

# Organising involves the grouping of the required tasks into manageable departments or work units and
the establishment of authority and reporting relationships within the organisational hierarchy.

3. Staffing

Staffing simply means — "finding the right peaple for the right job".

Staffing function of management is concerned with obtaining, utilising and maintaining a satisfactory and
satisfied wodkforce.

A very important aspect of management is to make sure that the right people with the right qualificadons are
awailable at the right places and dmes to accomplish the goals of the organisation. This is also known as the human
resource function and it involves activides such as recruitment, selection, Placr.mcnt and training Dfpr.rsu.n.n.c].
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4. Directing
Directing invebves leading, influencing and motivating employees to perform the tasks assigned to them.
This requires establishing an atmosphere that encourages employess to do their best.
Diirecting has four elements — (i) Motivadon (ii) Leadership {iii) Communicadon (iv) Supervision.
Motvation and leadership are two key components of direction.
# Motivating workers means simply creadng an environment that makes them want to work.
# Leadership is influsncing others to do what the leader wants them o do. A good manager directs through
praise and criticism in such a way that it brings out the best in the employes,
Diirecting also imvolves communicating effectively as well as supervising employees at work.
5. Controlling
Controlling is the management function of monitoring organisational performance towards the attainment
of organisational goals.
The task of conmolling involves establishing standards of performance, measuring current performance,
comparing this with established standards and taking corrective action where any deviadon is found. Here

management must determine what activities and ourputs are critical to success, how and where they can be

measured and who should have the authorty to take correctdve action.

Top Tip
The various functions of 3 manager are usually discussed in the order given above, suggesting that a manager first plans,
then organises, puts staff in position, then directs, and finally contrels. In reality, managers are rarely able to carry out
these functions in isolation. The activities of @ manager are interrelated and it is often difficult to pinpoint where ane
. ended and the other began.

Characteristics/Features of Management

1. Management is a gon|—m'iente~:| process.

An organisation has a set of basic gcua]s which are the basic reason for its existence. These should be simpl:
and v:lca.rl}r stated. Different organisations have different gcua]s. Far fmm!r:'fr, the gcual of a rerail store rmay be to
increase sales, but the gc-al of a school is to impart education to children.

Management unites the efforts of different individuals in the organisation towards achieving organisational goals.

2. Management is a continuous process.

The process of management is a seres of continmous, compaosite, but separate functions(planning,
organising, directing, staffing and contrelling). These funcions are simultancously performed by all managers
all the dme. The time spent by managers in different funcrions, however, Is different. Managers at the top level
spend more time in planning and organising than managers at lower levels of the organisation.

3. Management is all pervasive.

Management is pervasive as it is required in all organisations, in all the departments and at all levels.

The activides imvolved in managing an enterprise are commaon to all organisations whether economic, sodal or
pu].[tical. A P:I:ml pump nesds to be m:znagcd. as much as a hospil::al or a school. What managers do in India,
the TISA, Gcrma.uy or ]aps.n is the same. How 'I'J:I.C_!:’ do it may be quite different. This difference is due to the
differences in culture, tradidon and history.

4. Management is an intangible force.
Management is an intangible force that cannot be seen but its presence can be felt or its effect is noticeable
when targets are met according to plans, employees are happy and satisfied, and there is orderliness instead

of chaos.
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5. Management is a group activity. . a,
An organisation is a collection of diverse individuals OFF

with different needs. Every member of the group has ﬁ .

a different purpose for joining the organisation but Everfune - |
as members of the organisadon they work towards ¥
fulfilling the common organisatonal goal. This ?é .
requires tearn work and coordination of individual Moze j i
effort in a common direction. At the same time i

managemant should enable all its members o gron
and develop as needs and opportunities change.
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6. Management is a dynamic function.

Management is 2 dynamic function and has to adapt itself to the changing environment.

An organisation interacts with its external environment which consists of various social, economic and political
factors. In order to be successful, an organisation must change imelf and its goals according to the needs of the
environment. For example, McDonalds, the fast food giant made major changes in its menu to be able to survive
in the Indian market , eg it offers Aloo Tiklki bu:gcr.

7+« Management is multi-dimensional.

Ma.uagcmcnt isa cnmpl:x actwviry that has three main dimensions. These are:

(i)

(i)

(i)

Management of work: All organisations exist for the performance of some work. In a factory, a product
is manufactured, in a garment store a customer’s need is satisfied and in a hospital a patient is treated.
Management translates this work in terms of goals to be achieved and assigns the means to achieve it
This is done in terms of problems to be solved, decisions to be made, plans to be established, budgets to
be prepared, responsibilities to be assigned and authority to be delegated.

Management of people: Human resources or people are an organisations greatest asser. Deespite all
d.:w_lupm.cnn in tcchmlc\g_v n‘gv.-t:l:i.n,g; work done I'J:Lmug;h Pr.c-plr.“ is still a major task for the manager.

Managing people has two dimensions:

— dealing with employees as individuals with diverse needs and behaviour; and

— dealing with employees as a group of people.

The task of a manager is to make people work towards the achievement of the organisational goals by
making their strengths effective and their weaknesses irrelevant.

Management of operations: Every organisation has some basic product or service to provide in order
to survive. This requires a production process of transforming input material and the technology into
the desired output for consumpdon. This is interlinked with both the management of work and the
management of people.



Objectives, Importance and Levels of Management

Objectives of Management

Management secks to achieve certain objectives which are the desired result of any activity. They must be derbved
from the basic purpose of the business. In any organisadon there are different objectives and management has to
achieve all objectives in an effective and efficient manner.

Objecdwves can be classified into organisational objectives, sodal ebjectives and personal or individual objectives.

1. Organ isational Dhjectives

Management Is responsible for serting and achieving objectives for the organisadon. It has to achicve a variety
of objectives in all arcas considering the interest of all stakeholders including sharcholders, employees, customers
and the government.
The main objective of any organisation should be to utilise human and material resources to the maximum
possible advantage, i.e., to fulfill the cconomic objectives of a business. These are survival, profit and growth.
(i) Survival: The basic objectives of any business is survival. Management must strive to ensure the survival
of the organisation. In order to survive, an organisation must sarn enough revenues to cover costs.

(i) Profit: Mere survival is not enough for business. Management has to ensure that the organisation makes
a profit. Profit provides a vital incentive for the contdnued successful operation of the enterprise. Profit is
essential for covering costs and risks of the business.

(iii) Growth: A business needs to add to its prospects in the long run, for this it is important for the business to
grow. To remain in the industry, management must exploit fully the growth potential of the organisadon.
Gmwth of a business can be measured in terms of:

increase in sales volume,
* increase in the number of employees,
* increase in the number of products, or
* the increase in capital investment, etc.

2. Sodial objectives
It involves the creation of benefit for sociery. As a part of society, every organisation whether it is business or
non-business, has a soclal obligation to fulfill. This refers to consistenty creating economic value for various
constituents of socety. This includes:

* using environmental friendly methods of producdon,

* giving employment opportunities to the disadvantaged sectons of society, and

* providing basic amenities like schools and créches to employees.
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3. Personal objectives
O'rganisations are made up of people who have different personalites, backgrounds, experiences and objectives.
They all become part of the organisation to satisfy their divese needs. These vary from:

* financial needs such as competitive salaries and perks,

* social needs such as peer recognition, and

* higher level needs such as personal growth and development.
h{a.nzgcm.:nt has to reconcile pr.:sc-nal gna]s with -::rga.n.isatjunal ub]:cﬁws for J:I.a.l.'l:l'].D.l‘.I:}-' in the organisation.

Top Tip
pPersonal objectives of management aim at satsfying the diverse needs of people in the organisation who have different
personalities, objectives, etc. Personal objectives of management should not be confused with fulfilling personal
cbjectives of employees.
providing basic amenities like schools and créches to employess is social objective of management, not personal
cbjective since management of an organisation has to fulfill its social responsibilities towards various stakeholders,
. including employees.

Importance of Management

1. Management he|ps in nclliﬂ'ing group gmls.

Management is required not for itself but for achieving the goals of the organisation. The task of a manager is wo
give a common direction to the individual effort in achieving the overall goal of the organisation.

2. Management increases efficiency.
The aim of a manager is to reduce costs and increase P:uduct[vit]r rh.rc-ugh better PJz.n.u.l'.n.g, organising, direc ting,
staEf.n.g and cuntm]ﬂn.g the activides of the organisation.

3. Management creates a dynamic organisation.

All organisations have to function in an environment which is constantly changing. It is generally seen that
individuals in an organisation resist change as it often rneans moving from a familiar, secure environment into a
newer and more challenging one.

Management helps people adapt to these changes so that the organisation is able to maintain its competidve
edge.

4. Management helps in achieving personal objectives.

A manager motivates and leads his team in such a manner that individual members are able to achieve personal
goals while contributing to the overall organisational objective.

O'Fop Tip

Through motivation and leadership the management helps individuals to develop team spirit, cooperation and
| COmmitment to group success.

5. Management helps in the dm‘e]-:rpment of society.
I\«'Ia.nzgcm:m h-rlps in the dn'dopm.:nt Dfsncl:t}r b}r:
* providing good quality products and services,
* creating :mpla}rm-:nt opportunities,
* adopting new technology for the greater pood of the people, and
* leading the path towards growth and development
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Levels of Management

Management is a universal termn used for certain functions
performed by individuals in an enterprise who are bound wgether
in a hierarchy of reladonships. Every individual in the hierarchy
is responsible for successful completion of a pardcular task. To be
able to fulfill that responsibility he is assigned a certain amount of
authority or the right to take a decision.

The authority-responsibility relationship binds individuals as
superiors and subordinates and gives rise to different levels of
management in an organisation.

Generally speaking there are three levels in the hierarchy of an
‘organisation:

(i) Top level management
iif} Middle level management

Levels of Management

{iify Supervisory or operational management (Le. lower level management).

1. Top Level Management

Th.:_v consist of the senior-most exscutives of the organisaton. Far mmlpfr:

* Chief Operating Officer +  Chief Executive Officer (CED)
#  Chief Marketing Officer (CMO) *  Chief Finance Officer (CFO)
* Managing Director #  Chairman
* President * Vice-President
Functions

(i} Their basic task is to integrate diverse clements and coordinate the actvities of different departments
according to the overall objectives of the organisation.
(if} These top level managers are responsible for the welfare and survival of the organisation.
{iify They analyse the business environment and its implications for the survival of the firm.
iiv) They formulate overall organisational goals and strategies for their achievement.
(v} They are responsible for all the activities of the business and for its impact on soclety.

Thus, the job of the top manager is complex and stressful, demanding long hours and commitment to the organisaton.

0 Top Tip

Top management is a team consisting of managers from different functional levels, heading finance, marketing etc. For
exarnple chief finance officer, vice president (marketing). However, individually managers from different functional levels,
. such as production manager or marketing manager will be acting as middle level managers.

2, Middle Level Management
Middle Management is the link between top and lower level managers.

They are subordinate to top managers and superior to the fist line managers.
They are usually known as division heads. For avample:

* Production manager *  Marketing manager
* Finance manager * Human Resource (HR) manager
Top Tip

Middle level management also includes the following:
= (Operations manager = Plant Superintendent
= Regional manager =  Divisional manager
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Middle management is responsible for implementing and conwolling plans and strategies developed by top
management. At the same time they are responsible for all the activities of fist line managers.
Functions
Their main task is to carry out the plans formulated by the top managers. For this they nead to:
(1) Interpret the policies framed by top management,

(i) ensure that their department has the necessary personnel,

(ill) assign necessary duties and responsibilities to them,

{iv) motivate them to achieve desired objectives, and

(v} co-operate with other departments for smooth functioning of the organisaton.

3. Supervisory or Operational Management
Foremen and supervisors comprise the lower level in the hierarchy of the organisation. Their authority and
responsibility is limited according to the plans drawn by the top management.
Functions
Supervisory management plays a very Important role in the organisadon because of the following main functions
they perform:

(1) They interact with the actual workforce and pass on instructions of the middle management to the

workers.

(ii) Supervisors directly oversee the effores of the workforce.
(iii) Through their efforts quality of cutput is maintained and wastage of materials is minimised.
itw) They ensure that safety standards are maintained.
The quality of workmanship and the quantity of output depends on the hard work, discipline and loyalty of the

workers.
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