S
S NG
SLENE
2 v =

\QQ

Basics of Bus:r@&s
Admmg&)@

TgEId Mohamed

B&%ﬁAdm stration Department
aculty of Commerce







Preface

This textbook is prepared to cover the main aspects of
management to introduce the reader to the importance and
functions of management in organizations. It is organized in six

chapters.
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Chapter One

Introduction To Management

LEARNING OBJECTIVE

. Define management as it pertains to business func.tio@snd
organizational activities

« Outline the theoretical scope and ba%ﬁ\mctlon and

managerial responsibilities within at€

« ldentify the main skills needed @gers

« Outline the ten manag@‘;?\roles under their three

categorical headings, ised by McGill University

professor Henry t{@erg

« ToO defme@ of management.

. Tocom levels of management.

T?x@ the management functions.
%}iﬁnk between managerial levels and functions

POINTS

« Management comprises planning, organizing, staffing,
leading/directing,

and controlling an organization (a group of one or more



https://www.boundless.com/definition/organizing/
https://www.boundless.com/definition/staffing/
https://www.boundless.com/definition/leading/
https://www.boundless.com/definition/organization/
https://www.boundless.com/definition/group/

people or entities) or effort for the purpose of accomplishing

a goal.

In for-profit work, the primary function of management is
meeting the needs of various stakeholders of the

organization, such as customers, debtors, and owners.

In the public sector of countries that are repre Ive
democracies, voters elect politicians to pu {0 iCe, who

then hire managers and admlnlstratortﬁ‘?o“

everyday responsibilities that suppoft ected to office.

versee the

Since an organization can be V. as a type of system,
managers provide the nece human action, so the
organizational system s planned outcomes or goals

desired by the varrt\ eholders.

Mintzberg es management using three categories
and ten r&e h of which exhibits critical managerial skill

sets u f r business leaders in a variety of contexts.
rsonal roles include: figurehead, leader, and liaison.

formational roles include: mentor, disseminator, and

spokesman.

Decisional roles include: entrepreneur, disturbance handler,

resource allocator, and negotiator.



https://www.boundless.com/definition/goal/
https://www.boundless.com/definition/for-profit/
https://www.boundless.com/definition/stakeholder/
https://www.boundless.com/definition/responsibility/
https://www.boundless.com/definition/stakeholders/

« Itis important to recognize that no single manager can be all
things to all people at once. Good management requires
assessing which role is appropriate and determining if new

talent is required to complement a skill set.

« A manager needs to be a good leader. While a manager
organizes and plans, s/he must also inspire emplo@th

a vision for the organization. (‘&

« A manager needs to be an effectlue tator. When
organizations are developing or ng change, the
manager IS often to negotiate with

competitors, contractors, sup and employees.

« A manager must be Q;gcs'&i figurenead who reinforces

the mission and v‘i an organization to employees,

customers, %ﬁ@stakeholders

. A mana& ds to be an effective communicator and
liaisor between employees, customers, and other managers
e

ot%%drgamzatlon.
@Rorganizaﬁon can have many different managers, across a

variety of titles, authority levels, and levelsof the
management hierarchy that we illustrated above. To properly
assign roles and responsibilities to all managerial positions,
it is important to recognize the key differences between low-

level, middle-level, and top-level management.

7



https://www.boundless.com/definition/leader/
https://www.boundless.com/definition/plan/
https://www.boundless.com/definition/vision/
https://www.boundless.com/definition/organization/
https://www.boundless.com/definition/effective/
https://www.boundless.com/definition/negotiate/
https://www.boundless.com/definition/contractor/
https://www.boundless.com/definition/mission/
https://www.boundless.com/definition/stakeholder/

« Top-level managers are responsible for controlling and

overseeing the entire organization.

. Middle-level managers are responsible for executing
organizational plans which comply with the company’s

policies. They act as an intermediary between top-level and

low-level management. . &
« Low-level managers focus on the executio @ks and

deliverables, serving as role models fok t loyees they

: « O\
supervise. \Q

Overview of Management ﬁ&

Management is the act of engaq'c’n_%wl’fn an organization's human
talent and its resource@ accomplish  desired goals
L 3

and objectives efficientIt) ffectively.

Another perspgc anrds management as equivalent to
"business ad g‘?g

tration” and thus excludes management in

places out@ommerce, for example in charities and in the public

sect%.)
M alistically, however, every organization must manage its
work, people, processes, technology, etc. to

maximize effectiveness and accomplish its goals.



https://www.boundless.com/definition/objectives/
https://www.boundless.com/definition/effectiveness/

Management comprises planning, organizing, staffing, leading,
directing, and controlling an organization (a group of one or more

people or entities) or effort for the purpose of accomplishing a goal.

One of the most important duties for a manager is effectively using

an organization's resources. This duty involves deploying and
manipulating human resources (or human capital), a @
efficiently allocating the organization's flnanC|aI gical,
and natural resources.

Since organizations can be viewed as sy \ﬂnanagement can
also be defined as human action roduct design, that
enables the system to produce useft@mes This view suggests
that we must manage ourselve(%rj prerequisite to attempting to

manage others. .

Theoretical Scop$
At first, mana& may be considered as a type of function,

one which r(g%s s financial metrics, adjusts strategic plans, and
e

mee tzational goals. This applies even in situations where

gdoes not take place. From this perspective, Henri Fayol
(1841-1925) considers management to consist of six
functions: forecasting, planning, organizing, commanding,
coordinating, and controlling. He was one of the most influential

contributors to modern concepts of management.



https://www.boundless.com/definition/human-resources/
https://www.boundless.com/definition/allocating/
https://www.boundless.com/definition/strategic/
https://www.boundless.com/definition/plan/

In another way of thinking, Mary Parker Follett (1868-1933)
defined management as "the art of getting things done through
people." She described management as philosophy. Some people,
however, find this definition useful but far too narrow. The phrase
"management is what managers do™ occurs widely, suggesting the
difficulty of defining management, the shifting n of

e
definitions, and the connection of managerial pr&‘ with

the existence of a managerial cadre or class. \\\
° (')

Another perspective regards manageme equivalent to

""business administration™ and th es management in
places outside commerce, for exam%
sector. More realistically, h ery every organization must

manage its work, pgo% cesses, technology, etc. to
ccomplish its goals.

arities and in the public

maximize effectivene

What is the na %‘nanagerial Work?

In the for- o%nvironment, management is tasked primarily
with m . Qr?ne needs of a range of stakeholders. This typically
invel aking a profit (for the shareholders), creating valued
p&ts at a reasonable cost (for customers), and providing
rewarding employment opportunities (for employees). Non-profit
management has the added importance of attracting and retaining

donors.

10



https://www.boundless.com/definition/existence/
https://www.boundless.com/definition/effectiveness/
https://www.boundless.com/definition/shareholder/

In most models of management/governance, shareholders vote for
the board of directors, and the board then hires senior management.
Some organizations have experimented with other methods (such
as employee-voting models) of selecting or reviewing managers,
but this occurs only very rarely. In the public sector of countries
that are representative democracies, voters elect po.liti ' to
public office. Such politicians hire managers and adm@rs.

Several historical shifts in management have.oc ‘f&roughout
the ages. Towards the end of the 20 \oe ury, business

management came to consist of six di%a@ranches, namely:

e Human resource managemer%

e Operations manageme%v;?oduction management
L 3
e Strategic manage@%&

e Marketin ent

o Purche%‘%xd supply chain management
F&) | management

\'=

[ J
% ormation technology management (responsible for the

management information systems)
What are the Managers’ responsibilities?

A manager’s success in becoming one of the greatest managers ever

depends on understanding the managerial duties and

11




responsibilities and ensure the key managerial activities are done
well and done right. It is vital for the manager to have an in depth
understanding of the managerial duties and responsibilities in the

scope of the Manager Job.

Given the fact that every organization philosophy is not the same,
the nature and kind of people are not the same, it is.e\%%fsre
challenging to identify those key common activities o ager’s
duties that hold credible in every organization. \\\

The modern manager coaches employeés\Qhﬁj organization to
develop teamwork, which effective1€
achieves organizational objectives.v

s their needs and

The traditional autocratic ization with its hierarchical

system of management® overbearing "boss" that forces
performance out o%@s no longer needed.

The modern ngig provides an atmosphere of empowerment
ki

by letting wq;)

productg

V%Z manager does

a) Motivates and works with others, helping them through

make decisions and inspiring people to increase

coaching conversations to recognize approaches to take/identify

solutions

12




b) Keeps their staff informed, gives explanations and reasons for
actions/changes and asks for feedback and ideas sets priorities
with staff, ensuring that they are clear on their responsibilities
and the authority that they have to make decisions works not
only with their employees, but also with peers and superiors,

other employees and customers. Q

c) Looks outwards, considering the needs of the wi \t&m, the

department. . \\\

d) Creates an environment where team me e listened to and
respected and deals with conflict w% essary.
f

e) Create a healthy and safe enviro%en

What a manager does not dQ()'c)a

a) Knows all the answe should not feel that they have to!)

or their team.

b) Uses informati power (there may be occasions where
discretion i

ssary, but this power should not be abused)

c) Mo ’b@ch action staff take and ‘micro manage’ work in

d) E Q<es a narrow approach which means that they and their team
members cannot understand the wider ‘fit’ across the

organization.

e) Avoidsissues inthe team, in the hope that they will just go away.

13




f) Ignores or take unnecessary risks which endanger the health and

safety of the team.
What are the Basic Functions of management?

Management operates through various functions, such as planning,
organizing, staffing, leading/directing, controlling/monitoring, and

motivating. . Q
&

e Planning: Deciding what needs to happe future

(today, next week, next month, next yeéé&\he next five
years, etc.) and generating plans for\@h
e Organizing: Implementing arelationships among

workers and making optimum yse of the resources required
to enable the successtch'aylng out of plans.

e Staffing: Job an Qecruitment, and hiring of people with

the nece@ s for appropriate jobs. Providing or

facilitati% going training, if necessary, to keep skills

cu@
@ing/directing: Determining what needs to be done in a

Ituation and getting people to do it.

e Controlling/monitoring:  Checking current  outcomes
against forecast plans and adjusting when necessary, so that

goals are achieved.

14



https://www.boundless.com/definition/analysis/
https://www.boundless.com/definition/recruitment/
https://www.boundless.com/definition/training/
https://www.boundless.com/definition/forecast/

Motivating: Motivation is a basic function of management
because without motivation, employees may feel
disconnected from their work and the organization, which
can lead to ineffective performance. If managers do not
motivate their employees, they may not feel their work is

contributing to the overall goals of the organiza&io@ﬂch
are usually set by top-level management). \Q

Hence managers create and maintain an inte@ironment,

e
commonly called the organization, so .th@sl ers can work
efficiently in it. Common manager's_j sists of planning,

organizing, directing, and cont he resources of the

Q controllng

The Functionsof Management
Ny

orgonizing

) directing

FIGURE 1 FUNCTIONS OF MANAGEMENT

organization. These resources include people, jobs or positions,

technology, facilities and equipment, materials and supplies,

information, and money.

15



https://www.boundless.com/definition/motivation/
https://www.boundless.com/definition/performance/

e Planning involves devising a systematic process for attaining
the goals of the organization. It prepares the organization for

the future.

e Organizing involves arranging the necessary resources to

carry out the plan. It is the process of creating structure,

establishing relationships, and allocating reso@to
accomplish the goals of the organization. %

e Directing involves the guiding, Ieading,@;q\/erseeing of

employees to achieve organizational'g@s

e Controlling involves verifyin actual performance
matches the plan. If perfotn_wq ce results do not match the

pan, corrective action i

L

Managerial Skills neec@_) anagers

Classical ma a% theory  structures  organizational

management i rs, like a pyramid.

At the‘@ f the pyramid are supervisors, or lower-level
n% orking directly with workers to coordinate the daily
tas

the organization.

In the middle are middle managers. They oversee longer-term goals
with the supervisors that align with strategic objectives of the
organization. Who sets these strategic objectives? That's right; it's

the folks at the tip of the pyramid, the top-level managers.

16




Regardless of the level of management, theorist and
psychologist Daniel Katz identified three skills common to every
manager. These are conceptual skills, human skills, and technical
skills.

« Conceptual skills allow a manager to visualize the entire
organization and work with ideas and the rela@ﬁps

between abstract concepts. (‘&

« Human skills, also called human reI.at'Q)s ills, require

communication and attention to relati S with others.

« Technical skills are needed to y get the work done;

they are the techniques,(r-);e
needed by front-line er@ S
area. ’\Q

While all manage é&ese skills, the ratio of each skill to the

others varies b othe industry and level of management.

s, tools, and processes

in the manager's functional

Do Mana@n Skills differ by Management Level?

@p managers rely mostly on conceptual skills. They need

conceptual skills in order to view the organization as a
whole. Conceptual skills are used in planning and dealing
with ideas and abstractions. They use significant human
skills as well. Remember, though, they need technical
skills to set a strategy that makes sense for the
organization. Managers need technical skills to manage

17




their area of specialty. Top managers have the most

discretion, or choice, in how they exercise any of these

skills.
Skills
r.-.um:g?menz Conceptual Human )\\
Supervision Technical
Skill Distribution at Various
Management Levels

<~

FIGURE 2 SKIL% BUTION AT VARIOUS MANAGEMENT

A\

2, n skills are needed by most middle managers

LEVELS

use middle managers need to communicate up, down,

%vand across the organization in order to do their work well,
but they also need conceptual skills to set the goals and
achieve strategic objectives. They are expected to have

more technical skill and less conceptual skill than the
managers above them because they are ‘closer to the

ground.'

18




3. Direct supervisors do not spend as much time doing work
that requires conceptual skills - the day-to-day operations
of the organization are more task-minded than
strategically oriented. Instead, they are the 'closest to the

ground,' so they need more technical skills as the most

hands-on and visible managers. They do need an
relations skills. \Q
The Roles of the Managers . \\\b
Management is incorporated into*® *@y aspect of
an organization and involves differen d responsibilities.

A manager's job is never static; it is%va s dynamic. At any given

time, a manager may carry o\& combination of these roles to

varying degrees, from nOn\ e time to 100 percent of the time.

Throughout an ind%@%working life, a person may hold various

management poSitions/that call upon different roles.

No one .persqp)cg be all things to all people. While these ten roles
are hig ful in framing organizational leadership, to expect
0 n to fill each role in a large organization is impractical.
I&, astute hiring managers will hire people with one or two
specific roles in mind, thereby creating a team of managers capable
of handling the wide variety of challenges in the business world

today.

19




Managers play an integral part in an organization's growth and
evolution. Organizational growth is a complex process, particularly
in larger organizations with more inertia. Organizations are
essentially a compilation of moving parts: motivating each
individual, with her/his unique talents and motivation, to change
direction simultaneously (and in the same direction) is. e ly
challenging and requires highly effective managers\Q‘ ighly

developed communication skills. \@

Managers must do more than accept change: st facilitate the
evolutionary process. In these situati anizations need a
manager who can fulfill several rolwg leader, negotiator,
figurehead, and communicat %n each of these roles, the

manager's goal is to helg e es through the change with the

least possible number Icts and issues.
Henry Mintzberg @has identified ten roles common to the
work of all mas. The ten roles are divided into three groups:

L ]

o | onal roles

%%’ormational roles

e Decisional roles

The performance of managerial roles and the requirements of these
roles can be played at different times by the same manager and to

different degrees depending on the level and function of

20




management. The ten roles are described individually, but they

form an integrated whole.
Each of the three categories embraces the different roles.
1. The interpersonal roles

The interpersonal roles ensure that information is provida§he
I

three interpersonal roles are primarily concerned with l@ na

relationships.

e In the figurehead role, symbo.lic.é{;)\fhe manager

performs a number of routi s of a legal or

social nature. He/She repges e organization in all
matters of formality. T%%

ocially to those outside of the

level manager represents

the company legall

L 3
organization. ervisor represents the work group
to high ment and higher management to the
work p.

o Qc;ly liaison role, the manger interacts with peers and

ple outside the organization. The top level manager
%&mses the liaison role to gain favors and information, while
the supervisor uses it to maintain the routine flow of

work. The manager maintains a  self-

developed network of outside contacts and informers

who provide favors and information.

21




e The leader role defines the relationships between the
manger and employees. He motivates and activates
subordinates; performs staffing, training, and associated

duties.

Table 1 The interpersonal roles of managers

N\
Role Activit Example® Q
y p *\E‘Q
S Perform social and legal | Greet visitor s@gal
2 | duties, act as symbolic documents; ribbon
e [ 3
3, | leader cuttin onies,
2
h ptions, etc.
_ | Direct and motlvat(_ \Q\udes almost all
(b}
g subordinates, select@ca Interactions with
- .
train employeesc_¥ subordinates
Establlﬁ\\ amtaln Business correspondence,
< contac within  and | participation in meetings
% Lé)d; the organization | with representatives
of other divisions or
% organizations.

2. The informational roles

The informational roles link all managerial work together. The
direct relationships with people in the interpersonal roles place the

manager in a unique position to get information. Thus, the three

22




informational roles are primarily concerned with the information

aspects of managerial work.

Mentor: seeks and receives a wide variety of special
information (much of it current) to develop a thorough
understanding of the organization and environment; emerges
as the nerve center of internal and external mfocm@ r

the organization. ,\&

Disseminator; transmits information recei m outsiders

or from other subordinates to membt \the organization.

Some information is factual; s olves interpretation

and integration of diverse va itions of organizational

influences. Dlssemlnatqu_gw@at is of value, and how, is a

critical information ! The top-level manager receives

and transmits %\3 formation from people outside the
e

organlza superVIsor

Spok%?I transmits information (plans, policies, results,

in and outside of the organization; serves as an

@ﬁ\ﬁ on the organization's industry.

23




Table 2 The informational roles of managers

Role Activity Examples

Seek and acquire | Scan/read trade
= work-related press, periodicals, reports;
g information attend seminars and
=

training; mainta%@ al
contacts
o)

. N\

s Communicate/ Send mé nd reports;
+— L Y
E disseminate infor \Qstaﬁers and
S : : .
g information to others | s ates of decisions
a within the organizati

Communicate/tr%(ﬁhJ Pass on memos, reports and

L 3

- information to | informational materials;
S : .. :
2 outmd@ participate in
o
= :
K Q conferences/meetings  and
(@)
& . _(_) report progress

\Iecisional roles

T& isional roles make significant use of the information. The
unique access to information places the manager at the center of

organizational decision making. There are four decisional roles:

e Entrepreneur: the manager initiates change, searches the

organization and its environment and initiates improvement

24




projects to bring about change; supervises design of certain

projects as well. In the entrepreneur role,

Disturbance Handler: The manager takes corrective action
when the organization faces important, unexpected

disturbances. He or she deals with threats to the organization.

Resource Allocator: the manager chooses \/@he
organization will extend its efforts;
organization's resources; makes or apprev@) | significant

organizational decisions. \*Q\

Negotiator: represents the orqan®t major negotiations.

Table 3 The decisiomal réles of managers
al :

Role Actiyit@) Example

= Identi @ Implement innovations;
(b}

& 5 Plan for the future

0 ement projects

C.

(4

/n

aals with disputes | Settle conflicts between

r

or problems and takes | subordinates; Choose
corrective action strategic alternatives;

Overcome crisis situations

Resource Dis@
Hand

% Decide where to Draft and approve of plans,
é apply resources schedules, budgets; Set
< priorities

25




Defends business Participates in and directs

interests negotiations within team,

Negotiator

department, and

organization

The top level manager makes the decisions abo%he
organization as a whole, while the supervisor make$ @ ions
about his or her particular work unit. The supervisor s these

managerial roles but with different emphasis th% r managers.

L)

Supervisory management is more foc d short-term in
outlook. Thus, the figurehead role bec ss significant, and the
disturbance handler and negotiator r Increase in importance for
the supervisor. Since leadershi c?neates all activities, the leader

role is among the most\ ant of all roles at all levels of

management. §3
e

roles overlap, and a manager must learn to

L ]

work ¢ alyzed by these individual roles, in practice they are

In the real wor%q

balance thslﬁ_'sn rder to manage effectively. While a manager’s
[ and interdependent. In order to perform the functions of
management and to assume multiple roles, managers must be

skilled.
Managerial Levels

All businesses are comprised of a vast array of different
managerial tasks. When these are coordinated properly, and there
26




IS a strong hierarchal manager system in place, an organization can
be extremely efficient in creating value through the production of
their products, services and overall workflow. Generally, there are

Three Levels of Management:

MANAGEMENT

XYY

FIGURE 3 LEVELS OF MANAGEMENT

1. Adnun(ﬁ:sve or Top Level of Management
2. e or Middle Level of Management.

B%Supervisory or Lower Level of Management.

At each level, individual manager must carry out different roles

and functions.

27




Top Level of Management

The Top Level Management consists of the Board of Directors
(BOD) and the Chief Executive Officer (CEO). The Chief
Executive Officer is also called General Manager (GM) or
Managing Director (MD) or President. The Board of Directors are
the representatives of the Shareholders, i.e. they are select he
Shareholders of the company. Similarly, the Chi cutive
Officer is selected by the Board of Directors of *g ization.

The main role of the top-level management@marized as
follows: - *®

a. The top-level management detce_r)%s the objectives, policies

and plans of the organizati

b. They mobilize (asserét:)&id bring together) available

resources. ®

c. The top-lev nagement does mostly the work of thinking,

plangi Qsi eciding. Therefore, they are also called as the
\t ators and the Brain of the organization.
d%end more time in planning and organizing.
e. They prepare long-term plans of the organizing which are
generally made for 5 to 20 years.
f. The top-level management has maximum authority and

responsibility. They are the top or final authority in the

28
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organizing. They are directly responsible to the Shareholders,
Government, and the General Public. The success or failure of
the organizing largely depends on their efficiency and decision
making.
g. They require more conceptual skills and less technical Skills.
Middle Level of Management . Q’Q
The Middle Level Management consists of th§z mental

Heads (HOD), Branch Managers, and the Juni utives. The
Departmental heads are Finance Manager (L%

etc. The Branch Managers are the he ranch or local unit.
The Junior Executives are Asmsta@hce Managers, Assistant

Purchase Managers, etc. The level Management is selected

ase Managers,

by the Top-Level Manage

The middle%@?]agement emphasize more on the

following tasks:

a. MlddE_) | management gives recommendations (advice)
Q.) p-level management.
k executes (implements) the policies and plans which are

made by the top-level management.
c. It co-ordinate the activities of all the departments.

d. They also have to communicate with the top-level

Management and the lower-level management.

29




e. They spend more time in coordinating and communicating.

f. They prepare medium plans of their departments which are

generally made for 1 to 5 years.

g. The middle Level Management has limited authority and
responsibility. They are intermediary between top and lower
management. They are directly responsible to l% ief

executive officer and board of directors.

h. Require more managerial and techn@ls and less

conceptual skills.

Lower Level of Management ﬁ&

The lower-level managerrf_9 onsists of the Foremen and

the Supervisors. They are sel the middle level management.

L 3
It is also called Oper perwsory level or First Line of

Management. @
The Iow@e management performs following activities:

a. Lo E‘Bvel management directs the workers / employees.

%@ develop morale in the workers.

c.” It maintains a link between workers and the middle level

management.

d. The lower-level management informs the workers about the

decisions which are taken by the management. They also

30




inform the management about the performance, difficulties,

feelings, demands, etc., of the workers.
e. They spend more time in directing and controlling.

f. The lower-level managers make daily, weekly and monthly

plans.

g. They have limited authority but important resp \Si of
getting the work done from the workers. \'b,

e
h. They regularly report and are directly r \\lble to the
middle level management. §
I. Along with the experience a anagement skills,
they also require more te&ﬁ;sa and communication skills.

Stakeholders of organiza'qgv
Who Are Stakeh%@
t

A modern d@ 19N of a stakeholder is any group which has an
interest in, igvolvément with, dependence on, contribution to, or is
e

affe te(t%gwle organization.

viduals are stakeholders too of course, but for practical
reasons most organizations will necessarily view stakeholders as
groups, and for the purposes of this explanation the term

'stakeholder' here also means a stakeholder group.

A stakeholder is any group of people who could lose or gain
something because of the actions of the organization. This is

31




especially relevant in the context of ethics, corporate responsibility,

sustainability, etc.

Stakeholders can be found in any or all the following groups
depending on the type of organization. Below are examples of

stakeholder groups, including conventional 'investor' stakeholders,

and more modern stakeholder ideas. Remember, a stake@ IS
any group that is affected in one way or another by th }\u les of

an organization. . ‘\.\
Shareholders * i')
° N

« Trustees E&
. Guarantors v

« Investors

. Funding bodies « .QQ(;)
« Distribution a@
. Marketin% rs
« Licenso
S

oving bodies
~\sRegulatory authorities

« Endorsers and ‘recommenders'

« Advisors and consultants (yes, these people have
something at stake too)

. Employees - staff, managers, directors, non-executive
directors
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« Customers

« Suppliers

« The local population (community)

« The regional general public

 National public

« International communities . ’Q
Major Attributes to Consider in Stakeholder Anal @

Four major attributes are important for Stqu&f’k nalysis:
1. The stakeholders’ position on the refon@

2. The level of influence (power) the
3. The level of interest they haverin ge specific reform,

4. The group/coalition to @ey belong or can reasonably be
associated with. (.}

These attrib@%entiﬁed through various data collection

methods, inclu% nterviews with country experts knowledgeable
about sm@ers or with the actual stakeholders directly.

T% of influence depends on the quantity and type of
resowrces and power the stakeholder can marshal to promote its

position on the reform. The level of interest or salience is the
priority and importance the stakeholder attaches to the reform

area.
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Stakeholders Analysis therefore provides a detailed
understanding of the political, economic, and social impact of
reform on interested groups, the hierarchy of authority and power
among different groups and the actual perceptions of the reform

among different groups, all of which are important for reform

\Y; nsider.
advocates to conside . QQ
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Questions

Write short notes:

= W N

© 0o N o O

O\
What is a business Organization? ‘\\.Q
Purpose of Firms? ‘\.\

The focus of management. . (?

An effective manager is supposed to®* @ t four activities
in any organization while handli as team members.
Managers' Function. &

Management Levels.
Managerial roles. . Qc;c)‘)
N

Managerial skill (_)
Relation i@én managerial skills and management
levels.

10.Tpe éﬁ%ship between managerial skills and

@terpersonal roles.
1

ent levels

"The informational roles.

13.The decisional roles.

14.Nonprofit-Specific Management Skills.
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Decide if true or false each of the following.

1.

8.
9.

Business Organization can range in size from two people to
ten thousand.

Profitability should be assumed to be dominant Objectives
of all Organizations.

Profitability is the Overriding Objective for organizatiQgs.
Shareholder’s objective is to maximize the value 6 @
holdings. %
Profitability, Growth, Shareholder objeqiv& Interests of
customer.

Shareholders are the owners of ¢o | Organization.
Stakeholders affect and affec licies, decision or
action within a particular systen.

The President or CEO i@me as top management.

Supervisor is the \@or a first-line manager.

10.The Supervi% ated at the top of the managerial

hierarchy.

11.The Vice Rrésident is Located at the bottom of the

ma\@g | hierarchy.

visory management is less focused and more long-term
n higher management roles.

13.The Supervisor’s monitor role involves receiving and

collecting information.

14 Initiating Organizational change refers to a manager’s

figurehead role.
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15.1n disseminating Organizational information, the Supervisor
Is acting in the role of spokesperson.

16.The relationship between the manager and employees refers
to the leader role.

17.Conceptual skills are used by most Supervisors.
18. Supervisors use human skills more than top managers
19.Interpersonal relations are a type of human skills.* Q

20.Managerial skills are classified as Conceptual@n and
technical. .

21. Technical skills are used most by mh\ agers.

22.The ability to effectively run a ns@A classified as a
technical skill. ?\%

23.Working effectively with e_?g to resolve conflicts

describes a human skiIIQ)
- - . - - - -
24.Managerial skills zgg@smed as conceptual, informational,

and decision Q
25.All levels § mapagement need the same level of technical
@. J

skills to e their area of specialty.

26.T0;\ch)@managers spend more time on short-term plans.

%%Dnager’s figurehead role is related to the informational
le category.

28.A manager’s decisional role involves the giving, receiving,
and analyzing of information that is available to him.

29.The managerial skills are classified as conceptual, human,
and technical.
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30.There are differences across the management levels as to
what extent the types of functions each does.

31.At top level management, the greatest amount of time is
spent on directing and controlling.

32.Conceptual skills are concerned with manager’s ability to
apply specific methods and techniques.

33.Supervisory management is less focused and more I@rm
than higher management roles. Q

34.All levels of management need the same le N\f chnical
skills to manage their area of specialty. ’i-)

Choose the right answer: $\

1. How would you classify a maQa% 's in charge of a

department?

a. Top-Level Manager C.g')
b. Operational Mana&
c. Middle Mana \
d. Low-LeV@a er
2. Name the ftgctién of management that involves monitoring

how t t&ss IS performing.
a.. ing

%&O)ntrolling

%. Planning

d. Organizing

3. Which of the following is NOT part of Top Level
Management?

a. President
b. Chief Executive Officer
c. Chief financial officer
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d. Supervisor
4. Which of the following is responsible for tactical planning ?

a. Top Level Management

b. First Line/ Supervisory Management
c. Sub Level Management

d. Middle Level Management

5. What are the three levels of Management? . Q
a. Bottom Level, Low Level and Top/Senlor
b. Bottom level, middle level, top level
c. Middle Managers, Top Managers and@! Executives
d. Operational, Middle Level and Tol

35.For his fast-food restaurant, Sal its labor with
different skills for different j jO approach IS
characteristic of

a) rationality ﬁ% of labor

b) impersonality terarchical structure.
36.The pionegr %tific management was

a) Elton ¢) Henri Fayol

b).Frederick Taylor d) Mary Parket Follett

3 \h of the following sets of managerial roles classify
INtzberg's ten most common roles of managers?

a) Controlling, planning, and directing
b) Entrepreneurial, decisional, and logistical
c) Figurehead, monitor, and spokesperson

d) Interpersonal, informational, and decisional.
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38.Susan periodically takes clients to lunch to reward them for
being good customers. Her action exhibits what role of
management?

a) Decisional  c¢) Figurehead
b) Entrepreneur d) Leader

39.Corporate CEO Lew Williams had a vision that helped,tally
employees. His vision represented what role of « Q

management? \Q

a) Leader c) Figurehead . \\\(b‘

b) Futurist d) Top manager . i’)
40.Dina manages a college bOOkStC@\\%S that her

greatest problem is related to gm motivation. This
problem is related to her role&\ .....

a) figurehead c) monit
41.Ahmed promotes té sion making and welcomes
n without fear of embarrassment.

employee free ex: }

What skill,is inharily using?

a) Conce ¢) Interpersonal b) Functional d) Technical
42. Techpfea skills involve the ability to

ng(gcomplex problems

lead, motivate, and work with others.

egotiator d) leader

c) apply scientific methods, processes, and techniques.
d) understand the interrelated parts of the organization.

43.Conceptual skills are concerned with a manager's ability to
a) apply specific methods and techniques.

b) view the organization as a whole.
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c) lead and motivate employees.
d) send and receive information.

44.The characteristics of a work group, organization, specific
market, or national population is called

a) culture c) collectivism
b) individualism d) demographics
45.At top level management, the greatest amount of;'\.r\g

managers spend is on planning and organizing(b
A) True B) False . \

46.All levels of management need differe of technical
skills to manage their area of sp ci@

A) True B) False

47.The misfortune of competi r%o are not performing well,
can be considered as a t@ the organization.
A) True B) False «

48.Suppliers are cla;gﬁ}‘d%as part of the external environment

of an organi
A) True B)

49.Ab IS a manager who communicates freely with
es and welcomes employee free expression without

e
%%f embarrassment. Ahmed is primarily using conceptual
ills.

A) True B) False

50.When a manager works effectively with employees to
resolve conflicts in the organization describes.

a) human skill b) technical skill c) conceptual skill

d) all the above e) none of the above
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51.Conceptual skills involve the ability to.
a) Lead employees b) Motivate, and work with other.

c) Apply techniques.  d) Understand the interrelated parts of
the organization.

e) none of the above

52.An effective manager is supposed to carry out all acti\‘Q‘\s
as listed below in any organization while handli %
amount of people as team members as a role of st
20

a. Selection of the person b. Motivate,th& members

c. Develop and nurture the team mem er@

d. Monitors each action staff take a 0 manage’ work in

isolation. C.>

e. none of the above Qi’)

[ )

53.When managers s @sion statement for organization,
ed in what managerial function?

they are mai%a%~
a) planning b) o‘w g ¢) Directing d) controlling e) staffing

54. Whe %ers schedule the work of employees and
ide Q/Jn@ﬁg needs for staff and resources to meet future
s, they practice.........

a) ing b) organizing c) Directing d) Controlling e) staffing

55.When a manager sets a goal for each division of the
organization to be in the top two in the industry, he or she is
mainly practicing what managerial function.

a. TQM b. planning c. organizing d. controlling e. controlling
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Chapter Two

Planning Function

OBJECTIVES

« Recognize the relationship between strategy and ac@y's
mission and overall vision ,\&

« Understand the implications of the three estions that

define strategic planning.

. Define planning, strateglc@ and strategic

management.

« Summarize the steps o@eglc planning

. Differentiate be @\ pes of strategies.

. Identlfy cal benefits derived through utilizing
business arketmg plans in strategic management

KEY P

E trategic management seeks to coordinate and integrate the
activities of the various functional areas of a business to

achieve long-term organizational objectives.

« The initial task of strategic managementis typically the

compilation and  dissemination of the vision and
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the mission statement of organization. This outlines the

purpose of an organization.

Strategies are usually derived by the top-level management
of the organization and presented to the board of directors in

order to ensure they are in line with the expectations of

the stakeholders. . Q’Q

The implications of the selected strate \}highly
important. These are illustrated throu t) ieving high
levels of strategic alignment and co é/ relative to both

the external and internal enviro

All strategic planning deals % t least one of three key
questions: First, "Wha do?" Second, "For whom do
we do it?" ar'f(\ , "How do we excel?" In
business str Q@Bnning, the third question refers more to

defeatinger awQiding competition.

Plann g a management process  concerned  with

L ]

dﬁfg\ goalsfor a company's future direction and

%%Rermining the resources required to achieve those goals.

Managers may develop a variety of plans (business plan,

marketing plan, etc.) during the planning process.

Achieving a vision requires coordinated efforts that adhere
to a broader organizational plan. This is enabled through

consistent strategies that are supported by staff at all levels.

44



https://www.boundless.com/definition/organization/
https://www.boundless.com/definition/strategy/
https://www.boundless.com/definition/environment/

« Planning enables increased focus on, and coordinated action
toward, competitive strategies, while minimizing wasted
time and ensuring there are benchmarks for

the control process.

. Planning typically offers a wunique opportunity for
information-rich and productively focused di@ns
between the various managers involved. The \a d the
discussions that arise from it provide an agteed context for

subsequent management activities. « \®

Planning @

Planning is the process of qe about and organizing the

activities required to achieve d goal. Planning involves the

creation and maintenar organizational operations. This
thought processes éatial to the refinement of objectives and

their integration&{h her plans.

Plar(:S combines forecasting of developments  with
e

prepari arios for how to react to those developments. An
i nt, although often ignored, aspect of planning is the

relationship it holds with forecasting.

Forecasting can be described as predicting what the
future will look like, whereas planning predicts what the

future should look like.
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Planning is also a management process, concerned with
defining goals for a company's future direction and determining the
missions and resources to achieve those targets. To meet objectives,
managers may develop plans, such as a business plan or a marketing
plan. The purpose may be achievement of certain goals or targets.
Planning revolves largely around identifying the r es

available for a given project and utilizing optimally to& best
scenario outcomes. \\&
Strategy . \ch

A strategy is a plan of action d 0 achieve a specific
goal or series of goals within an orga nal framework. Strategy

involves the action plan of s@any for building competitive

advantage and mcreasmg e bottom line over the long-term.
The action plan rel achieving the economic, social, and

environmental %S nce objectives; in essence, it helps bridge
the gap betwee%

Strate g@anagement
gt

long-term vision and short-term decisions.

trategic management is critical to the development and
expansion of all organizations. It represents the science of crafting
and formulating short-term and long-term initiatives directed at
optimally achieving organizational objectives. Strategy is
inherently linked to a company's mission statement and vision;

these elements constitute the core concepts that allow a company
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to execute its goals. The company strategy must constantly be
edited and improved to move in conjunction with the demands of

the external environment.

Strategic management is the process of building capabilities
that allow a firm to create value for customers, shareholders, and
society while operating in competitive markets (Nag, I—lar@
Chen 2006). It entails the analysis ernal
and external environments of firms to ma e use of
resources in relation to objectives (Bra %O) Strategic
management can depend upon the SIZ%‘ anlzatlon and the

tendency to change the organizatio ess environment.

As an example, let's tak (cgnpany that wants to expand its
current operations to praduciig.ears. The company's strategy may
involve analyzing the ong with other businesses producing

cars. Through éis is, the company can develop a goal for

how to enter arket while differentiating from competitors'

products Ié)ﬁbld then establish a plan to determine if the approach
IS su@. The company then implement and monitor the plan.
S&egic planning

Strategic planning is an organization's process of defining its
strategy or direction and making decisions about allocating its
resources to pursue this strategy. To determine the direction of the

organization, it is necessary to understand its current position and
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the possible avenues through which it can pursue a particular course
of action. Generally, strategic planning deals with at least one of

three key questions:
e What do we do?

e For whom do we do it?

e How do we excel? ;\‘\Q
The tasks of the strategic planning processi@
1

. Define the vision, mission, and values. * Q

2. Conduct a situation or SWOT anal i@ssessing strengths
and weaknesses and identifying nities and threats.

3. Set goals and objectives. C_CR-)

4. Develop related stratqg%% cal and operational).

5. Monitor the plan.@

1. Define the visiog, mission, and values.

e The ke %ponents of strategic planning include an
und ‘sgj%g of the firm's vision, mission, values, and
%%s. (Often a "vision statement" and a "mission statement"

% encapsulate the vision and mission )

1. Vision: This outlines what the organization wants to be or
how it wants the world in which it operates to be (an
"idealized" view of the world). It is a long-term view and

concentrates on the future. It can be emotive and is a source
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of inspiration. For example, a charity working with the poor
might have a vision statement that reads "A World without

Poverty."

. Mission: It defines the fundamental purpose of an
organization or an enterprise, briefly describing why it exists
and what it does to achieve its vision. For exa

charity above might have a mission statement @@mwdmg

jobs for the homeless and unemployed

. Values: These are Dbeliefs that‘ c—)hared among
the stakeholders of an organ Values drive an
organization's culture and ies provide
a framework in which sgzms are made. For example,

"knowledge and ski % the keys to success,” or "give a
man bread and f@m for a day but teach him to farm and
feed him % hese example values place the priorities
of self-séency over shelter.

2. rd\,s&'r’a situation or SWOT analysis:

analysis allows businesses to assess internal strengths

and weaknesses in relation to external opportunities and threats.
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Strengths

»

Opportunities

L ] 4 ssa
FIGURE 4 SWOT ANAL \

A method of analyzing the e@ in which businesses
nt

operate is referred to as a t analysis. One of the most
recognized of the.se iQ]J WOT (strengths, weaknesses,
opportunities, an ts) analysis. Performinga SWOT
analysis all% usiness to gain insights into its internal
strength eaknesses and to relate these insights to

the opportunities and threats posed by the

lace in which the business operates. The main goal
if a

context analysis, SWOT or otherwise, is to analyze the

business environment in order to develop a strategic plan.

Components of SWOT

Strengths: internal characteristics of the business that give it

an advantage over competitors
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« Weaknesses: internal characteristics that place the business

at a disadvantage against competitors

« Opportunities: external chances to improve performance in

the overall business environment

o Threats: external elements in the environment that’sjld

cause trouble for the business

3. Set goals and objectives. \@

Strategic goals and objectives are (',w\@ed to bridge the

gap between current capability and t iSsion. They are aligned

with the mission and form the baa'_s) e action plans.

A goal is an end I@ganization strives to attain. An

objective is the object of an action. It implies an explicit

direction for th c%to take and a specific quality of work to be
accomplisheesmin a given period of time.

e
Cﬁ%ﬁ/es are the driver of planning processes. It is
ir%ave that top managers safeguard the intention of their goals

to facilitate middle and lower management's effective translation
and implementation of them. Objectives guide managerial activities

such as budgeting, the development of action plans, staffing, and
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the purchasing of equipment. The organization's success ultimately

depends on the combined outcomes of its objectives.

Objectives reflect the desired outcomes for individuals,
groups and organizations. They provide direction for decision-

making and a criterion against which outcomes are measur@?us,
objectives are the foundation of planning. (‘b\‘x

Objectives are sometimes referred to as @ﬂﬂance goals.

.
Generally, organizations have long-term qlpj es for such factors
as return on investment, earnings &r size. Furthermore,
they set minimum acceptal&g-jt ndards or common-sense

minimums. In addition, n limitations, either explicit or

implicit, such as " u@de jobs for existing employees” may
exist. &

Objecti\(eiﬂ)ayorate on the mission statement and constitute a

spe&%of policy, programmatic, or management objectives for

the rams and operations covered in the strategic plan. They are
expressed in a manner that allows a future assessment of whether

an objective has been achieved.

e \Writing Objectives
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Most managers set objectives, but not with equal skill. Few, who
do not correctly write objectives, will reap MBO's full benefits. An
objective is simply a statement of what is to be done and should be
stated in terms of results. A mnemonic aid to write objectives is

SMART (Specific, Measurable, Attainable, Result-oriente@me-

N
N

An objective must be specific with a single key‘r@f more than one

limited).

e Specific

result is to be accomplished, more t objective should be

written. Just knowing what is te be{accomplished is a big step

toward achieving it. Q(;)

L 3
What is important tq %nce you clarify what you want to
achieve, your atten will be focused on the objective that you

deliberatelye%QJu will be doing something important to you.

. I\é_)é&drable

=
A%jective must be measurable. Only an objective that affects
behavior in a measurable way can be optimally effective. If
possible, state the objective as a quantity. Some objectives are more
difficult to measure than others are. However, difficulty does not
mean that they cannot be measured.
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Treatment of salespeople might be measured by looking at
the absenteeism and turnover rates among the sales force. Also,
salespeople could be asked to fill out a behavioral questionnaire

anonymously giving their observations of the supervision they

receive. Customer service could be measured by such indic he
e

number of complaints received, by the number of c@v lost,

and by customer interviews or responses, ionnaires.

Development of subordinates could be m'e@*} y determining
the number of tasks the subordinate ha ed. Cooperation with
other functions could be measure &'ength of delay in providing

requested information, or by ings of degree of cooperation.

L 3
Avoid statemer%S jectives in generalities. Infinitives to
avoid include tg{%, 0 understand, to enjoy, and to believe.

Action verb a@bservable and better communicate the intent of
L)

what is tempted. They include to write, to apply, to recite,

t %,‘to contrast, to install, to select, to assemble, to compare,

to investigate, and to develop.

How will you know you have progressed?
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e Attainable

An objective must be attainable with the resources that are
available. It must be realistic. Many objectives are realistic. Yet, the
time it takes to achieve them may be unrealistic. For example, it is
realistic to want to lose ten pounds. However, it is unre@to
want to lose ten pounds in one week. (§

N

What barriers stand between you arld ’@ective? How

will each barrier be overcome and withi@( ime frame?

e Result-oriented @
The objective should@%@entral to the goals of the

L 3
organization. The succ%};&completion of the objective should

make a differenieibQ~

How wil% objective help the organization move ahead? Is

the obj Y '@gned with the mission of the organization?
@&-Iimited

The objective should be traceable. Specific objectives enable

time priorities to be set and time to be used on objectives that really

matter.
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Are the timelines you have established realistic? Will other
competing demands cause delay? Will you be able to overcome
those demands to accomplish the objective you've set in the time

frame you've established?

4. Develop related strategies . Q’Q
Strategy: Strategy, narrowly defined, means "the,gq‘ of the

el

Is the path chosen

general”—a combination of the ends (goals) for he firm is

striving and the means (policies) by which it i
A strategy is sometimes called a road

to move towards the end vision! ost important part of
implementing the strategy is erfgs the company is going in the
right direction, which is.to@s)

In most corporati \here are several levels of management.

Strategic managg@s he highest of these levels in the sense that

it is the broade applies to all parts of the firm and incorporates

e end vision.

the long {%ﬁe horizon. It gives direction to corporate values,
CcQ % Iture, corporate goals, and corporate missions. Under
t& ad corporate strategy are business-level competitive

strategies and functional unit strategies.
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STRATEGY PYRAMID \\\‘

-

FIGURE 5 STR IERARCHY

« Corporate strategy @Ao the overarching strategy of the
diversified fir (')

. Busmess refers to the aggregated strategies of a
smgl l@ess firm or a strategic business unit (SBU) in a
d corporation.

% ctional strategies include marketing strategies, new-
product development strategies, human resource strategies,
financial strategies, legal strategies, supply-chain strategies,
and information-technology management strategies. The
emphasis is on short-term and medium-term plans and is

limited to the domain of each department's
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functional responsibility. Each functional department
attempts to do its part to meet overall corporate objectives,
so to some extent their strategies are derived from broader

corporate strategies.
Porter Competition Strategies

Porter simplified the scheme by reducing it te %ree

market segmentation (or focus). He charac.teq_)

following: ‘\Q\

most effective strategies: cost leadership, diﬁe@n, and

ach as the

Marrow

Market

Scope Segmentation
Strategy

Cost
Leadership

Broad Differentiatio

Market Strate
Scope ay

Unigqueness Low Cost
competency competency

FIGURE 6 PORTER COMPETITION STRATEGIES

o Cost leadershippertains to a firm's ability to

create economies of scale though
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extremely efficient operations that produce a large volume.
Cost leaders include organizations like Procter & Gamble,
Walmart, McDonald's and other large firms generating a high
volume of goods that are distributed at a relatively low cost

(compared to the competition).

Differentiation is less tangible and easily defined, il
represents an extremely effective strategy w, operly
executed. Differentiation refers to a firm's hm\. 0 create a
good that is difficult to replicate, th@&)ulfilling niche

needs. This strategy can inclu @g a powerful brand
image, which allows the orqw'\
services at a premium. C()_>

Market segment' [ Q)
leadership a%be entiation are relatively broad in scope)

and is ss between the two strategies. Segmentation

to sell its products or

narrow in scope (both cost

tar@'@ding specific segments of the market which are not
wise tapped by larger firms.

\od

5. MOnitor the plan.

A systematic method of monitoring the environment must be

adopted to continuously improve the strategic planning process. To

develop an environmental monitoring procedure, short-term
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standards for key variables that will tend to validate the long-range
estimates must be established. Although favorable long-range
values have been estimated, short-term guidelines are needed to
indicate if the plan is unfolding as hoped. Next, criteria must be set
up to decide when the strategy must be changed. ﬁee@g is
encouraged and incorporated to determine if goals a \; tives
are feasible. This review is used for the next p@q cycle and

review. ‘\*Q\

Benefits of Strateg @ning
The planning process is co ekhwith defining acompany's

goals and determining the r S necessary to achieve those

goals. Achieving a visi Y Ires coordinated efforts that adhere

to a broader organ%%a plan.
bl

This is& d through consistent strategies that are
supported ﬁSa at all levels. To meet business goals, managers

dev ess plans not only to reach targets but also to
s% en and change public perception of the company's brand.

Benefits of Planning

Since they have achieved defined goals through the planning
process, managers and employees can focus and control their

efforts and their resources, follow determined plans of action,
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coordinate  activities  between divisions, and  use time
management to meet specific goals. Planning helps to achieve these
goals or targets by efficiently and effectively using available time
and resources. In short, planning, if executed properly, should lead

to the following benefits:

« Focus: There are a wide \variety of, ies
an organization (or the individuals within the \zation)

might viably pursue. While there is valug}\p pursuit of

many activities, understanding Whlc.h e organization

should u§
to leverage organizational ¢ O%ﬂ lesand align  with

market research requweE I planning and delegation.

This is how plannin es focus.

. Coordlnated acti partmentA Is reliant on inputs from
departme artment A cannot utilize department B's

work WI coordination. If department B has too much

wg)'@d department A too little, there is poor

epartmental coordination. This is alleviated through
ﬁ:all-onented planning processes.

. Control: The control process is based on benchmarks, which
Is to say that controlling requires a standard of comparison

when viewing the actual operational results. Control relies on
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the planning process to set viable objectives, which can then

be worked towards through controlling operations.

« Time management: Time management underlines the
importance of maximizing the use of time to minimize the

cost of production. If a full-time employee can accomplish
their work within 32 hours, the planning process @%d

meaningful use for their remaining time. \can be
lowered and productivity increased by.e %&Q that each
element in the operational process«funett according to

ideal time constraints. ,‘ ,®\

« Benefits of the process: Perh most important benefit

of developing business aq%garketing plans is the planning
process itself. This

forum, for in@mn-rich and productively focused
discussio@ n the various managers involved. The

plan and% Iscussions that arise from it provide an agreed

co\Qg&)r subsequent management activities, even those not

N

y offers a unique opportunity, a

bed in the plan itself.
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Questions

Write short notes
1. Definition of planning & strategic planning. Q
2. The strategic planning processes. )
3. The difference between strategic plans, tactical }s. d
operational plans.

True or false? . ‘\\
rower scope

1- Tactical plans have shorter time frame&l
than operational plans. \

2- In strategic planning, the comp d diagnose threats
and opportunities after impl the company mission
and goals. ES‘

3- A business plan is impor@_ﬁ)@r businesses seeking
funding.

4- A business plan is n document that describes all the
steps necessary ‘%ening and operating a successful
business.

Choose the riqh&ns r

1- In what $pecific sequence do managers perform their
fyn to help achieve company goals?

\ Iling, planning, organizing, directing
% ecting, controlling, planning, organizing
% organizing, directing, controlling, planning
d) planning, organizing, directing, controlling

2- Formulating Vision Statements is part of which managerial
function?

a) Planning
b) Organizing
c) Directing
d) Controlling
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3-

8-

. PI

Planning is a dynamic decision-making function that focus
on

a) past performance

b) future performance

c) zero base budgeting

d) stock market performance

.......... is the process of developing and analyzing the
organization's mission, overall goals, general strategies,.and
allocating resources? . QQQ

a) Long term planning "b%

b) Tactical planning

c) Operational planning . (\.)\o\

d) Strategic planning .
When an organization CEO sets a go ach division to

be in the top two in the industr e is mainly
engaged in what managerial
a) TQM D) planning c) or g d) controlling

A business plan...........
is useful once your bus

operational but not much
se

help during the star;
is not usually ne secure financing in your business
can serve as% managing your business to help it get

up and ruRRin
All of th ve
Devisi ategies is part of which managerial function?

This plan outlines steps for achieving a goal over a year's
time

a. operational

b. tactical

c. strategic

d. directing
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9- Which function of management involves creating goals,
objectives, and ways to achieve them?
a. Organizing
b. Planning
c. Controlling
d. Directing

10- This plan outlines steps for achieving short term
goals

> prlonl O
. sategic \'6

11- Which one of the following i Isn N\ p in the
process of controlling? %

Measurement of actual perfo

Establishing reporting relatjio

Setting performance stanc%

. Taking corrective acti

12- If deviations are , it should
a. Be taken serious@

b. Be ignored

c. Be repor level

d. None %ove

coow

13- g provides
a. to Controlling
b.' Controlllng

dard for Controlling

%ﬁl of the above
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Case studies: Planning

following link

Go to the webpage and answer the casses using the [m
https://studyresearch.in/2018/03/11/case-study-

planning/ ;@ |
>

Case Study! - c‘,)\.\

SWOT : 'E\\®

! http://marketingteacher.com/
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SWOT Case Study

Johnson & Johnson
Background

Johnson & Johnson formed in1886 and it released it’s product of note in
1896

The firm branched out in 1919, and was listed on the New York Stock
Exchange in 1944

Over the years Johnson & Johnson has grown substantially due to

strategic acquisitions such as Neutrogena in 1994 and DePuy in 1998.
From 1989 to 1999, the company made 45 such acquisitions of companies
and product lines

Today the firm can boast of revenues exceeding $ 61,897 million during the
financial year ending in December 2009

Johnson & Johnson products fall into three main categories
Pharmaceuticals, Medical Devices & Diagnostics, and Consumer Health
care

The University of
RSC |&wnsatre I | Notingnam

LNITED KINGDOM « CHINA « MALAYSIA




Johnson & Johnson’s Strengths

A Substantial Marketing Arsenal — Can call upon a network of
subsidiaries with significant sales and marketing prowess, as well as
expertise in a number of therapy areas. The company possesses a
global sales force which serves to attract joint venture possibilities
Strategic Acquisitions — Maintained a stable financial position by
utilising cash reserves to finance corporate acquisitions

Product Diversification — The pharmaceutical, Medical Devices &
Diagnostics and Consumer Health divisions act to reduce dependence
upon any one area and allows a wider range of choice when pursuing
opportunities with the greatest growth prospects

Positive Revenue Growth Projections— The potential of an
impressive number of new product launches and the promise of
achieving forecast sales is said to bode well for Johnson & Johnson

RSCl &t




Johnson & Johnson'’s \Veaknesses

= Dependence upon the Success of Launch Products — Many new
launch products are winerable to the uncertainty of regulatory review

Reliance on Small Molecule Drugs — Small molecules are more
impacted by generic competition. Johnson & Johnson’s small molecule
drug sales declined in 2008 and are forecast to fall further into 2012.
The necessity of finding replacements for billion dollar products as they
mature represents an daunting task

Johnson & Johnson’s Opportunities

= Wide Range of Potential Cross -selling Opportunities — Johnson &
Johnson is in a position to strategically develop a myriad of cross selling
opportunities. Maximizing its balance between pharmaceuticals,
diagnostics, and medical devices could result in increased revenues

Potential to Exploit Biologics Market — The addition of further
biologics (e.g. therapeutic proteins, antibodies) fo its portfolio can serve
as a buffer as small molecule patents expire

RSCl et




Johnson & Johnson’s Threats

Dependence on the Success of Launch Products — Many new
launch products are winerable to the uncertainty of regulatory review,
therefore, a reliance upon launch products potentially represents a
threat to Johnson & Johnson'’s outlook.

Negative Impact of Recent Product Recalls — Johnson and Johnson
has had the misfortune of having to recall of more than 40 medicines
recently. The company stands to take a hit to it’s reputation,
competence and integrity.

After analysing their SWOT, Johnson & Johnson now have to come
up with an action plan to address/solve the problem they have
been addressing

RSCl e iines




71




Chapter Three

Organizing Function

OBJECTIVES

e To understand the concept of organizing. . &
e Differentiate between formal and informal organi;{ﬁ?&‘\
. . . A\
e Differentiate between bureaucratic and orga s\gry\tture.
e To list and summarize the steps of or rocess.
e To differentiate between the types@‘artmentalization.
KE NTS

L 3
e The organizing functi ?}&with all those activities that result

in the formal as t of tasks and authority and a
coordinatior&fort.

e The ma@'r)taffs the work unit, trains employees, secures
re@, and empowers the work group into a productive

e Organizational structure is the formal decision-making
framework by which job tasks are divided, grouped, and

coordinated.
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carry out the pl

According to Max Weber, bureaucracy is a form of
organization characterized by a rational, goal-directed
hierarchy, impersonal decision making, formal controls, and
subdivision into managerial positions and specialization of

labor.

The organic structure is more flexible, more adapta %ﬂ

participative form of management, and less co with

a clearly defined structure. . \
S

Organizational structure can be classm@ different ways.

Important characteristics of ation's structure
%tallzatlon centralization,

include span of control, de

and decentralization.

(_V)&t IS organizing?

Organizi s arranging the necessary resources to
%\is the process of creating structure, establishing

relationships;”and allocating resources to accomplish the goals of

tion.

% key issue in accomplishing the goals identified in the

planning process is structuring the work of the organization.

Organizations are groups of people, with ideas and resources,

working toward common goals. The purpose of the organizing
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function is to make the best use of the organization's resources to

achieve organizational goals.

Organizing essentially consists of establishing a division of
labor. The managers divide the work among individuals and group
of individuals. And then they coordinate the activities of such
individuals and groups to extract the best outcome. Organi@
involves delegating responsibility to the employees B@II h

sks
responsibilities. One major aspect of orga.ni@sj delegating the
y.

SO
the
authority to successfully accomplish .th and

correct amounts of responsibilities an

Organizationa ure

Organizational structursﬁ%a formal decision-making

framework by which job" e divided, grouped, and

coordinated. Q
Formaliz@an important aspect of structure. It is the
extent to Wl"@g
e

units of the organization are explicitly defined,

and jts ¥€s, procedures, and goals are clearly stated. It is the
offieial’Organizational structure conceived and built by top
management.

a) The formal and informal organization

The formal organization can be seen and represented in

chart form. An organization chart displays the organizational
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structure and shows job titles, lines of authority, and relationships

between departments.

The informal organization is the network, unrelated to the
firm's formal authority structure, of social interactions among its
employees. It is the personal and social relationships that arise
spontaneously as people associate with one another in the@\
environment. Managers must realize that the informa ‘\X
organization affects the formal organization. . \\g

The informal organizations can press@up members to
conform to the expectations of the inf up that conflict

with those of the formal organizatio can result in the

generation of false information ﬁrgmors and resistance to change
desired by management..M@a should recognize the existence
of informal groups, id Qé‘t e roles member play within these
groups, and use@e of the groups to work effectively with
them. Q
TheSaformal organization can make the formal

0 % more effective by providing support to management,
s&y to the environment, and useful communication channels.

Even though the differences among organizations are
enormous, there are many similarities that enable them to be
classified. One widely used classification is the two-fold system

(mechanistic versus organic forms of organizational structure)
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developed by Tom Burns and G. M. Stalker in their study of

electronics firms in the United Kingdom.
b) Mechanistic structure:

The mechanistic structure is the traditional or classical

design, common in many medium- and large-size organizati

Mechanistic organizations are somewhat rigid in that t ISt

of very clearly delineated jobs, have a well-defined ical
structure, and rely heavily on the formal chain.o and for
control.

Bureaucratic organizations, § rempha3|s on
C

formalization, are the primary form hanistic structures.

According to Max Weber, &5 cy is a form of organization

characterized by a ration @‘dlrected hierarchy, impersonal

decision making, % rols and subdivision into managerial
ti

positions and sp ion of labor.

e Bure & organizations are tall consisting of hierarchies
e

vqg) ny levels of management

% tall structure, people become relatively confined to

their own area of specialization.

e Bureaucracies are driven by a top-down or command and
control approach in which managers provide considerable

direction and have considerable control over others.
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e Other features of the bureaucratic organization include

functional division of labor and work specialization.
c) Organic structure:

On the other hand, the organic structure is more flexible,
more adaptable to a participative form of management, and lgss

concerned with a clearly defined structure. The organic® Q

organization is open to the environment in order to capytakze upon
new opportunities. . (\.)\o
o .« NN
e Organic organizations have a flat st with only one or

two levels of management.

e Flat organizations emphas'(g%e:%ecentralized approach to

management that enco@ igh employee involvement in
L 3

decisions. C.}

e The purp‘six IS structure is to create independent small
business@ enterprises that can rapidly respond to
cusl@s' needs or changes in the business environment.

w%aagers tends to have a more personal relationship with
%ﬁis or her employees.

The steps in the organizing process

1. Review plans and list all tasks to be accomplished

Organizational plans and their goals affect organizing and its
outcome, the organization. The purposes and activities that
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organizations have at present or are likely to have in future are
dictated by plans. Certain basic purposes and some general
activities are likely to remain constant in the long run. For example,
from its very inception a business firm will continue to seek profit,

as a result, it will continue to employ human and non-human

(material) resources . Q*Q
2. Divide tasks into groups one person can accom \a
job. . \\\

It is necessary to determine thosé v@activities
which are necessary to accomplish or al objectives.
Prima facie, it is essential to prepare f tasks to be done.
Therefore, there is the need t S@sﬁy the tasks into two
categories: on-going tasks ce-for-all tasks. Examples
of the former are hirin créﬁning, and record-keeping. Such
tasks may alsogin assembling, machining, shipping,

storing, inspec@ elling, advertising etc.
3. Clasé'?' and Grouping Activities:

T demands three processes to be performed by

managers.

e Examine each activity identified to determine its
general nature (marketing, production, finance,

personnel, etc.).
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e Grouping those activities into these interrelated

functional areas.

e Establishing the basic department design for the

organization structure.

In practice, the first two processes go hand in hand.
True enough, selling, advertising, shipping and stori Q
be considered as marketing-related activities, an K
grouped under the broad heading ‘marketing’ @;K

€

t any

loss of generality. Likewise, assembling, cl Nmachining,
welding, painting and inspectin treated as
manufacturing process and can be grouped as

production. In a similar way, aq%mies like hiring, training,

developing, recruiting an ensat-ing can be grouped

under personnel-relat@lties.

Classifying, a rouping similar activities using the
guidelines %&ogeneity are based on the concept of

divisiori.%&aj

Eo’f accomplishing works which are similar in nature

r and specialization.

different tasks, processes or skills required are to be placed

together so as to achieve organizational objectives.

As soon as the tasks are classified and grouped into
related work units (production, marketing, accounting and

personnel) the third process, viz., departmentation, is being
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finalized, i.e., a decision is being made on the basic
organizational format or departmental structure for the
enterprise. Groups, departments and divisions are being

formed on the basis of the objectives of the organization.

Management will choose a departmental type of
organizational format from functional, geographic 6%
territorial, customer, product line, or matrix options. %

4. Assigning Work and Delegating . riate
Authority: \Q

After identifying activities ry to achieve

objectives, classifying and grou hese into major

operational areas, and selec@departmental structure,
management has to ass%‘B tivities to individuals who
are mmultaneous% the appropriate authority to

accomplish the

ThIS crumal one in both the initial and ongoing
organizi cesses. The foundation of this step lies in the
p of functional definition. The principle basically

suggests that in estab-lishing departments, the nature,
purpose, tasks, and performance of the department must first

of all be determined as a basis for authority.
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The strategic implication of this principle for
business is that the activities determine the type and

quantum of authority necessary.
5. Designing a Hierarchy of Relationships:

This final step necessitates the determination of both
vertical and horizontal operating relationships of*
organization as a whole. In effect this step is ‘putti “Y\\z’]

together’. . 8_)\.
Vertical Structuring: . ®

The vertical structuring of th o%’gﬁon resultsin a
decision-making hierarchy speci@g&th‘
managers at different levels i

L

It shows who is in charg h task, of each specialty area,

and of the organiz%sé whole.

Differen els of management (such as the lower
level, m,id@ve , and the top level) are established in the
orgagi S%n — from bottom to top. From these levels
e the chain of command or hierarchy of decision-

e respective roles of

rganizational hierarchy.

making levels, in the company.

Essentially the chain of command depicts the
authority- responsibility relationships that establish links

between supervisors and subordinates throughout the whole
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organization. It flows from the chief executive officer down

to the lowest worker in the organization.

From the chain of command emerges a new principle,
unity of command, originally advanced by Henri Fayol.
According to this principle, each employee in an

organization should report to and be accountable to only o@
immediate superior. \

The implication of this principle is simple ﬁ%h: the

chain of command should be so clear that & Inate will
receive order from one superior and ntable to him
(her) only, hi this case also author elegated from the

superior to the subordinate. (_g')

According to Fa @ of command is desirable
because it mmphf@umcatlon and the assignment of

responsibility

this prmupE %rdly followed. Instead, most employees

receive uctions from several managers, especially when
t%@ctional authority. This practice, although found

nec

in today’s complex organizations,

ry in large organizations, leads to certain undesirable

consequences.
Horizontal Structure:

Two important effects of horizontal structuring are

listed below: Firstly, it defines the working relationships
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among operating departments. Secondly, it makes the final
decision on the span of control (the number of subordinates

under the supervision and direction) of each manager.
Organizational Structure Types

Functional Structure
The organization is divided into segments based on t@

functions when managing. This allows the organizati
enhance the efficiencies of these functional gr@%& S an

example, take a software company. ' *Q\
Software engineers will only st ntire software
development department. This wa nagement of this

functional group becomes eas&?%)ffective.

Functional structures ap ‘e&b e successful in large organization
that produces higr%h of products at low costs. The low cost
S

can be achieved

functional geg@

IL) ition to such advantages, there can be

companies due to the efficiencies within

d age from an organizational perspective if the
communication between the functional groups is not
effective. In this case, organization may find it difficult to

achieve some organizational objectives at the end.
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FIGURE 7 FUNCTIONAL STRUCTW\(,)

Divisional Structure
These types of organizations d @h functional areas of

the organization to divisions. Each\t n is equipped with its
own resources in order to fun@%@i dependently. There can be

many bases to define diuis@

Divisions c%ﬁémed based on the geographical basis,

products/servic or any other measurement.

As angexample, take a company such as General Electrics. It
can ha. i¢rowave division, turbine division, etc., and these
d %ave their own marketing teams, finance teams, etc. In
t&nse, each division can be considered as a micro-company

with the main organization.
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Matrix Structure Q
When it comes to matrix structurgs \o ganization places

the employees based on the functid%\ e product.

FIGURE 8 DIVISIONAL STRUCTURE (\\
. \

The matrix structure gi gf)the best of both worlds of

functional and divisional x@q;e)s.

In this type @ nization, the company uses teams to
complete tasks.% ms are formed based on the functions they

belong to (ex: %Ware engineers) and product they are involved
in (ex: Prafect ).

% (?Way, there are many teams in this organization such as
software engineers of project A, software engineers of project B,

QA engineers of project A, etc.
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FIGURE 9 MATRIX STRUC

Characteristics of an Organiza tructure

Important characteristics o Manization's structure

include span of control, depa lization, centralization, and

L 3
decentralization. C.;\Q
Span of Contr ®
Span of ol—or the number of subordinates a supervisor
has—is us amean of ensuring proper coordination and a sense
of a% ity among employees. It determines the number of
I f

employees a manager can efficiently and effectively manage. In

management an organization has as well as the number of

the execution of a task, hierarchical organizations usually have
different levels of task processes. Workers at various levels send
reports on their progress to the next levels until the work is

completed.
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In the past it was not uncommon to see average spans of one
to four (one manager supervising four employees). With
the development of inexpensive information technology in the
1980s, corporate leaders flattened many organizational structures
and caused average spans to move closer to one to ten. As this
technology developed further and eased many middle-[na jal

tasks (such as collecting, manipulating, and presentin ‘QQ‘ onal
information), upper management found they coul vbnoney by

hiring fewer middle managers. . ‘i-)
N
fg

Departmentalization
Departmentalization is the Q rouping individuals

into departments and grouping de@stkents into total organizations.

After reviewing th , usually the first step in the

organizing process is entalization. Once jobs have been
classified through pecialization, they are grouped so those
common tasks %\e coordinated. Departmentalization is the basis
on which @ or individuals are grouped into manageable units.
The e traditional methods for grouping work activities (see

th wing figure).
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Functional _
Departmentalization President
' |
Markeling Finance Production
Product '
Departmentulization President
. |
Cosmetics Clothing Appliances
Geographical :
Departmentalization President
' |
Central Northeast Southwest
Process
Departmentalization President
I |
Receiving Sewing Shipping
President
Government Industrial Consumer

. § ?
E 10 METHODS FOR GROUPING WORK ACTIVITIES
e

partmentalization by function organizes by the
functions to be performed. The functions reflect the
nature of the business. The advantage of this type of
grouping is obtaining efficiencies from consolidating
similar specialties and people with common skills,

knowledge and orientations together in common units.
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e Departmentalization by product assembles all
functions needed to make and market a particular
product are placed under one executive. For instance,
major department stores are structured around product
groups such as home accessories, appliances, women's

clothing, men's clothing, and children's clothing.. Q’Q

e Departmentalization by geographical

groups jobs on the basis of territory or geo . For
example, Merck, a major pharmace \ mpany,
has its domestic sales departmge by regions

such as Northeast, Southea west, Southwest,

and Northwest. (8-3

o Departmentallzat rocess groups jobs on the

basis of pg CU) customer flow. Each process

requires ﬁi ar skills and offers a basis for
homo e@; categorizing of work activities. A
pati eparing for an operation would first engage

eliminary diagnostic tests, then go through the
dmitting process, undergo a procedure in surgery,
receive post-operative care, be discharged and perhaps
receive out-patient attention. These services are each

administered by different departments.
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e Departmentalization by customer groups jobs on the
basis of a common set of needs or problems of specific
customers. For instance, a plumbing firm may group
its work according to whether it is serving private
sector, public sector, government, or not-for-profit
organizations. A current departmentalization trend '
to structure work according to customer, using b\‘
functional teams. This group is chosen fr ﬁk ent

functions to work together across varlo rtments
to interdependently create new pr Oor services.
For example, a cross-functi n@n& consisting of
managers from accountln%‘%\ce and marketing is
created to prepare a tec@c;mgy plan.

-

Centralization
Centrallzg rs when decision-making authority is

located in the UQ

consisten g(;she processes and procedures that employees use in

organizational levels. Centralization increases
perf sks. In this way, it promotes workplace harmony
a orkers and reduces the cost of production. Centralization
is usually helpful when an organization is in crisis and/or faces the

risk of failure.

Centralization allows for rapid, department-wide decision-
making; there is also less duplication of work because fewer

employees perform the same task. However, it can limit flexibility
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and natural synergies. Autonomy in decision-making is reserved
for only a small number of individuals within the workforce,
potentially limiting creativity.
Decentralization

Decentralization occurs when decision-making authority is
dispersed among the lower organizational levels %‘nh
decentralized authority, important decisions are mad ‘ﬁg@ dle-
level and supervisory-level managers. Because% re fewer

hierarchical layers to navigate, this kind, ture helps to
enable adaptability, quick reactions to | issues, and more
empowered employees. Howev g organization-wide
changes that are implemented h neously can become quite

difficult in this system
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2
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&
Questions
Question one: write short notes Q
. The formal & informal organization ;\.\Q
. Steps in organizing process {b

Bureaucratic & organic organization s (‘.§a

. Functional & divisional organization '\'Q\

. Centralization & decentralization ﬁ&

Question two choose the right ans%c

1.

Functional structure of or c'3on groups the employees who

work in the same prod rocess, serve similar customers
and are located j % e area or geographic region.
a) True b) e

work iththe®same product or process, serve similar customers

DivisionE s%t re of organization groups the employees who

% located in the same area or geographic region.

3.

rue b) False
Management that emphasizes rules, procedures and division of
labor is called administrative management.
a) True b) False
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4. A weakness of divisional structure is the tendency to duplicate
activities among divisions.
a) True b) False

5. The primary form of mechanistic structure is bureaucratic
organization.
a) True b) False

A\
6. In functional organization, divisions operate as rela\@

autonomous business under the large corporatg@lla.

a) True b) False . .i')

7. Once managers define future perform als, they must
translate these goals to reality vig t tion of
a) Planning Q y

b) organizing . Qi'()')
c) controlling C%\Q
d) social re ifity
8. When a ma@ ides work into manageable components
and coQ @5& results to serve a purpose, he is practicing
at_) ership
%%\organizing
C) setting objectives
d) forecasting
9. The system of communication and authority that lines people
and groups together to accomplish the organizational purpose

IS
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a) The org

anizational function

b) organization structure

) integrated system

d) coordination

10.The structure of organization in its official state is called the

organization's

a) Informal structure N
b) formal structure @

c) levels of management

N
d) hierarchy of authority DSC\Q

11.An organization which relies o

of authority is

has a set hierarchy

u
using what typt;of&%agement

a) Bureaucratic

b) contingency E_}’QQ)

¢) adminis
d) scienti

12.An organfza
e

having a well-defined structure in which each

where he or she stands in relation to everyone

P rsqj) WS
@?a characteristic of

a) Network design

b) division

c) charism

of labor

atic authority

d) hierarchical structure
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13.Which of the following characteristics is NOT related to
bureaucratic management?
a) Short-term career commitment
b) Highly formal system of rules
c¢) Division of labor
d) Impersonality Q
14.......... is more flexible, more adaptable to a particr;{\;\gform
of management, and less concerned with a.cle%%ined
structure . \
a) Functional structure \Q
b) Formal structure @
(.>

¢) Organic structure

d) Bureaucratic struct (')
S

15.For his fast-food res@ Salem recruits labor with different

skills for differ his approach is characteristic of

a) rationaé\ c) division of labor

b)~i@f§)nality d) hierarchical structure.

1§®al vice president lets local store managers operate
store as if it were a separate business. In this effort to
better coordinate company human and material resources, the

VP was seeking to improve what managerial function?
a) Controlling c) Organizing
b) Directing d) Planning
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17.0rdering Materials is part of which managerial function?
a. Planning
b. Organizing
c. Directing
d. Controlling

18.Allocating Staff to Tasks is part of which managerial f ?

a. Planning \
b. Organizing/staffing @

c. Directing . \
d. Controlling \Q
Go to the following webpage and a e

organizing case studies: (_(3-3

https://studyresearch.inIZEQgﬂllorganising/

96




Chapter Four

Directing Function

OBJECTIVES

e To define directing function. -\QQ
e To summarize the component of directing fu®

e To be aware of the importance of dlre unction for all

organizations. @
KEY POINTS @

e Directing is influe ﬁ%’)people's behavior through
motivation, comm@\, group dynamics, leadership and
discipline.

e The pur@directing Is to channel the behavior of all

perso accomplish the organization's mission and

es while simultaneously helping them accomplish

@ar own career objectives.

e Highly motivated people perform better than unmotivated
people. Motivation covers up ability and skill deficiencies in

employees.

e The directing function includes motivation, communication,
performance appraisal, discipline and conflict management.
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e Three ways of looking at motivation are: needs, rewards, and
effort.

e Communication is the process of passing information and
understanding from one person to another. Communication

plays a major role in organization.

e Communication requires a sender, a message,‘@%nd

channel, and a recipient. '6

- . . - L I
e Barriers to effective communication d@ obscure, or

e
misrepresent the message and fail %ieve the desired

effect. §’
Definitiork:(;‘,g)a'recting
Directing is in-fls@vg people's behavior through
motivation, communieatfofy, group dynamics, leadership, and
discipline. Di@gtl means giving instructions, guiding,

counseling, mc@
doing W(\ésﬁchieve Organizational goals.

ng, and leading the staff in an organization in

ecting is a key managerial function to be performed by
the “wnanager along with planning, organizing, staffing and
controlling. From top executive to supervisor performs the function
of directing and it takes place accordingly wherever superior —

subordinate relations exist. Directing is a continuous process
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initiated at top level and flows to the bottom through organizational

hierarchy.

Importance of Directing:

The purpose of directing is to channel the behavior of all
personnel to accomplish the organization's mission and o@es
while simultaneously helping them accomplish th career

ilow

objectives. The importance of directing is iden@
e Direction initiates actions to get @ ired results in an

organization.

e Direction attempts to Q%Dmmum out of employees by

identifying their ca es.

e Direction.i c?to keep the elements like Supervision,
Motivati \eadership and Communication effective.

o t;e@ that every employee work for organizational goals.

mg up with the changes in the organization is possible

through effective direction.

e Stability and balance can be achieved through directing.
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Directing Principles:

Direction is always a complicated task as it involves dealing
with employees of different kind. A manager can become
successful in the skill of efficient direction by learning and
practicing the basics of direction. Nevertheless, obser@he
following principles is important for managers to IS sub-

ordinates. * (§o

R
e Direct supervision: Buildjn direct  personal
relationship between a r and his employees

enhances their self-eégey and dedication and makes

direction much@icient.

e Good jgdl communications: Building a good
tween the manager and his employees enhances

rapp
o l@e ationship by enabling them to know each other

N\l

e Comprehension: Managers must be able to efficiently
convey their instructions to employees in order to evade

pointless doubts and clarifications.
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e Efficient leadership skills: Managers must be able to
effectively lead and advice their subordinates in their
personal and official problems in order to gain their

confidence and loyalty.

e Principle of follow-up: Direction is an ongo&n@éss

that requires the manager to adjust mands

according to the problems faced by %\p oyees while
working for the organization. .\Q

e Management of persona%ﬁizaﬁonal objectives:
Employees are expe accomplish the goals of an
organization ev gh they join it to fulfill their
physiologi %\nd psychological  requirements.
Conse %, management must merge both personal

a o_sr izational goals of employees successfully.

L ]

c%xison in accountability: Every subordinate must be
accountable to one manager only. There will be chaos and
disorderliness in the organization if he has to report to

more than one manager or superior.

e Suitable techniques: The right methods used by managers

for direction will guarantee its effectiveness and also its
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appropriateness to the situation, subordinates and the

seniors.

e Highest input of individuals: Every individual’s input
towards the growth of the organization is vital for it to
attain all the goals. Therefore, it becomes impe@or

managers to bring out the best contri f each

employee. * (‘.)\o
Components of directin@ons:

The directing function inclu@vation, communication,

performance appraisal, disci%( d conflict management. The

following part discusses %
directing. %Q{*

Motivation
Select'oar;Qraining, evaluation, and discipline cannot

two most important component of

guarant‘es&ty level of employee performance. Motivation, the
i %that directs employee behavior, also plays an important
r&lighly motivated people perform better than unmotivated
people. Motivation covers up ability and skill deficiencies in

employees.

Three ways of looking at motivation are: needs, rewards, and
effort.
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e The needs approach stems from the notion that peoples'
unsatisfied needs drive their behavior. Figure out a person's
needs, satisfy the needs and the person will be motivated. For
example, a person with a high need to satisfy goals is

motivated by production targets.

e The rewards approach is based on the expeectafi at
rewarded behavior is repeated. Giving a perso@nus for
excellent performance during a diffic g( est period
encourages the person to make a sp ort during the
next difficult harvest. .®\

e The effort approach to tion is based on the

expectation that effort lﬁ@@ the worker what he or she
wants. The though rking hard leads to advancement
and new caree \tunities Is consistent with the effort
approacthh ort approach includes a presumption that

the en@ Is fair, i.e., effort is recognized and rewarded.
n

. -
Comm
% munication is the process of passing information and
und

tanding from one person to another. Communication plays a
major role in organization. It affects the relationships among
members on the management team and their relationships with
employees. Although effective communication does not guarantee

the success of an organization, its absence usually assures
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The communication process is the steps we take to achieve a
successful communication. The communication process consists of

several components.

A sender is the party that sends a message. Lindsey, of
course, will be the sender. She'll also need the message, which is
the iInformation to be conveyed. Lindsey will .al ’%ed
to encode her message, which is transforming her th \ of the
information to be conveyed into a form that ca& t, such as

words.

A channel of communication ;@e selected, which is

the manner in which the me Is sent. Channels of
communication include speakd wrltlng, video transmission,
audio transmission, elegtr. %ansmlssmn through emails, text
messages and faxes a n nonverbal communication, such as

body Ianguage.; E% also needs to know the target of her

communicatio ts party is called the receiver.

The\eg€iver must be able to decode the message, which

n tally processing the message into understanding. If you
:z%ecode, the message fails. For example, sending a message in
a foreign language that is not understood by the receiver probably

will result in decoding failure.

Sometimes, a receiver will give the sender feedback, which

IS a message sent by the receiver back to the sender. For example,
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a member of Lindsey's team may provide feedback in the form of a

question to clarify some information received in Lindsey's message.

Let's put all these components together to build a model of

the communication process:
a. A sender encodes information

b. The sender selects a channel of communication by v@nd

the message \

L)
c. The receiver receives the message ’Q\(j

d. The receiver decodes the message

e. The receiver may provide feedb he sender

Nose in the communi%%))rocess

L

Noise is any ty Isruption that interferes with the
transmission or in%@' n of information from the sender to the
receiver. There@h erent types of noise, such as physical noise,
psychologicgl_)n e, semantic noise, and of course, physiological

e
noise. Q}Q)
emantic noise:

In communication is a type of disturbance in the transmission
of a message that interferes with the interpretation of the message

due to ambiguity in words, sentences or symbols used in the

transmission of the message.
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Communication is the process of transmitting information
from one person to another. Information is a pattern of data
organized in a particular way. For example, a sentence consists of
symbols that form words in a particular language with a particular
meaning. The sentence also utilizes grammar, which is a recognized
way to structure words forming a sentence. Noise is any l%of
disturbance that interferes with the interpretat \ the

information. Some argue that noise exists in all cq@ ication.
e

Semantic noise doesn't involve soun her ambiguity
in words, sentences or other symbols ys |\oommunication. The
ambiguity is caused because every a different meaning in
the same words, phrases o nces. The differences in
interpretation can be qgit Qg) even undetectable, in regular
communication betwe ple from the same culture, age,

things as cultu

education and exp , or drastically different because of such
%qe Or experience.

H@Bgical noise is a distraction caused by some
ph I

process that interferes with the communication
pr . Unlike many other forms of noise, physiological noise
manifests from the inside of either the receiver or sender of the
message and is caused by a physiological process. Physiological
processes are the physical and chemical functions of your body.

Examples of physiological processes include hunger, fatigue,
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headaches, pain, and physiological effects from medicine that

affects the way you think or feel.

Types of Communication

Types of communication include:

e Verbal communication provides immediate feedback

@ﬁéﬂ

it is best for conveyingemotionsand a@ Ing

interpersonal relationships; it can involve st ng and

$
opriate use of

e
Written communication require \&?
grammar, word choice, structh d punctuation to be

effective. v

Non-verbal communic@?‘?s the process of sending and

crucial conversations. .

receiving wordlese:()&tly visual) cues.

Downwa ication is the flow of information and
message m a higher level inside an organization to a
Iqwgse. ffective downward communication is crucial to

nization's success. Creating concise communications
maintaining a respectful tone help ensure effective
downward communication; making sure that employees
clearly understand the information is also crucial.
Differences in experience, knowledge, levels of authority,
and status can lead to misunderstandings and

misinterpretations.
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https://www.boundless.com/definition/communication/
https://www.boundless.com/definition/organization/
https://www.boundless.com/definition/effective/
https://www.boundless.com/definition/authority/

Upward communication is the transmission of information
from lower levels of an organization to higher ones. Upward
communication often comes in response to downwardly
communicated requests for information, opinions, or actions.
The channel used to share upward communication (e.g., face-

to-face, over the telephone, writing) can_ @ch

its effectiveness. Upward communication
important source of infor @ that
informs management's decision- makln \(')

Informal communication occur an organization's
established channels of se d receiving messages.
e

Informal communicatio uently crosses boundaries
within an orgamza |s commonly separate from

workflows. communication has become
increasin Important maintaining
kqnal relationships and networks that facilitate

the mterQ<
gett done.

I communications in traditional organizations are
equently "one-way": they are initiated by management and
received by employees. Their content is perceived as
authoritative because it originates from the highest levels of
the company. Informal communication, on the other hand,
can occur in any direction and take place between individuals
of different status and roles.
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Effective Communication

Effective communication takes place when information is
shared accurately between two or more people or groups of people
and provokes the desired response. Effective communication
should generate and maintain the desired effect anEI ofwhe
potential to increase the effect of the message.‘\?‘n\ al of
communication is usually to generate actjo \\ﬁgym Ccreate

understanding, or communicate a certain id Int of view.

Barriers to effective commun@distort, obscure, or

misrepresent the message and fai}to dchieve the desired effect.

Barriers to suwe@ mmunication include:

. Message o@when a person receives too many
th

message§ ame time) and message complexity.

. "K ge-appropriate” communication—using ambiguous
words or medical jargon with another person who

oesn't understand them. Effective communication only
happens when the words and symbols used create a common

level of understanding for both parties.

« Physical barriers like distance, inferior technology, or staff

shortages that reduce information processing capacity.
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« System design faults like ambiguous definition of roles that
can lead to confusion about message targets; lack of oral and
written communication skills; and poor information

technology infrastructure, including networks and

applications. ’Q

. Aittitudinal barriers presented by |nd|V|dua person

may want information compressed to %&nts another
may demand granular detail. Pers %onfllcts can lead
people to delay or refuse to ¢ ¥cate, and dissatisfaction
with the style of a messa&-)%sult in its being ignored or

misinterpreted.

« Ambiguous %Q?F\Tmrases that sound the same but have

different s. Here the communicator must ensure that

the {Q)esgrecelves the intended meaning through careful

V@ choice that avoids the possibility of multiple
@t\erpretaﬂons.

« Individual linguistic ability is important to consider: will
intended targets understand industry-specific jargon,

complex words, or colloguialisms? Using words that
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recipients can't understand is inappropriate and counter-

productive, resulting in confusion and alienation.

Physiological barriers like ill health, poor eyesight, or

hearing  difficulties. Even a common  cold

can impact someone's ability to compose or und@ a

message. @
The format and delivery of infgr@s important.

Communications must take t e@ al barriers of an
audience into account and ta ssage to reach them.

s
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Y;

Questions

Choose the right answer:

1. Directing is a continuous process initiated at top Iev;el\\@ws

to the bottom through organizational hierarchy.

a) True b) False . \\\

2. When a manager uses his power to inspin@q s to work hard
to accomplish important tasks, the m@('s exercising.

a) Power b) Management

c) Leadership d) Charisma. (_)E

K states that each 1?%& in an organization should take
orders from and repo?t\QQ y One person.

a) unity of comma%gaain of command

c) span of contr&\ staff authority
Write shortenotes in each of the following:

e
1. The e of directing.
2%%9 principles.
3. tivation as the most important component of directing.

Choose the right answer:

4. Planning, organizing, staffing, directing, and controlling are the
five of management.

a. Characteristics
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b. Functions
c. Objectives
d. Skills

5. Motivating Staff is part of which managerial function?

a. Planning

b. Organizing . ’Q
c. Directing \\\.Q
d. Controlling 'b‘

e
6. Inspiring Workers to Meet Targets is part ('bich managerial

function? \
. Planning . ﬁ&

o))

b. Organizing
c. Directing Qc;().>
d. Controlling ‘\Q

7. Establishing O% Is part of which managerial function?
a. Plannj

b. Onganizing

&ﬂ‘mg
ﬁontrolling
8.

y is encoding relevant for communication?
a. Itisthe method by which a message is sent.

b. It is the process of interpreting a message once it is
received.

c. It is a form of noise that disrupts the receiver from
properly understanding the message.
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d. Itis the process of transforming a thought into a message
that can be sent.

9. Which of the following is the BEST explanation of a
communication channel?

a. A station that broadcasts different ideas and views.
b. The process of encoding.

c. The verbal communication process. ‘\QQ
S ﬂ@‘

d. The medium by which a message is tran 3

10. Johny is a second-year freshman. He is hawi difficulties
in understanding his professor because\' t have enough

sleep. Why is this an example of ngis

a. He cannot properly enco sage due to his fatigue.

b. He is obviously being d&gj ed by his fellow classmates.

c. Heisunable to.liie@ahe message physically.

d. Hisfatigueis ting him from decoding the message.

e. Whicho following is the best explanation of
interngl*Qrgahizational communication?

11.Commur¢ggt s between the organization and its environment
) ]

smission of information between organizational
embers and the public
Communications between the organization and its
suppliers
c. Transmission of information between different people or
parts of an organization

12. If you receive a company memo from your supervisor, what's
the best description of this communication?
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a. Informal vertical communication

b. Informal horizontal communication
c. Formal vertical communication

d. Formal horizontal communication

13. You are a department head of the marketing department having
a conference with the department heads from the financial
department and production department about budget@ a

special project. What type of internal communica ib\ ing
used in this situation?

>
a. Horizontal informal communication, ‘\'\
b. Horizontal formal communicatiop i’)
c. Vertical informal communicatio Q

d. Vertical formal communicat

Case studies: Organizing

Go to the webpage using l@owing link and
answer the case studies OX?Q Ing

https://studyresear /03/11/case-study-
directing/

S
>

X
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Chapter Five

Controlling Function

OBJECTIVES

1. To define the controlling function. . Q’Q

2. To Summarize the control process. f§
3. differentiate between the types of contro‘l{-)\'

4. Recognize the characteristics of eff@\e%ontrol.

KEY PO@

e Controlling is the pr hrough which standards for

performance of pe processes are set, communicated,

and applied, Q
e There a&upsteps in the control process: establishing
pgrf @s standards, measuring actual performance,
c@)iﬁng measured performance against established

% dards, and taking corrective action.

e Managers can implement controls before the process begins
(feedforward), during the process (concurrent), or after it

ceases (feedback).
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e There are many controlling techniques which were also
commonly known as controlling aids. They are traditional

control techniques and modern techniques.
What is Controlling Function?

Controlling is directly related to planning. The contgelling
process ensures that plans are being implemented prop: l§he
functions of management cycle - planning, organi@ recting,
and controlling - planning moves forward'i\ﬁ\r.s&al the other
functions, and controlling reaches back. . Q

Controlling is the final qus @functional chain of
t

management activities and brin unctions of management

cycle full circle. Controlling i ocess through which standards

L 3 o
for performance of peo k\ processes are set, communicated,

and applied. Effe% ol systems use mechanisms to monitor
C

activities and tz&o

. C-) Control Process
Y
?&&ontrol process is a continuous flow between measuring,

C(% ng and action. There are four steps in the control process:

ctive action, if necessary.

establishing performance standards, measuring actual performance,
comparing measured performance against established standards,

and taking corrective action.

Step 1. Establish Performance Standards.
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Standards are created when objectives are set during the
planning process. A standard is any guideline established as the
basis for measurement. It is a precise, explicit statement of expected
results from a product, service, machine, individual, or

organizational unit. It is usually expressed numerically and is set

for quality, quantity, and time. Q*Q
Step 2. Measure Actual Performance. (‘&

Managers collect data to measure actu ormance to
determine variation from standard. Written tght include time
cards, production records, inspectio , and sales tickets.
Personal observation, statistical re woral reports and written

reports can be used to measure Q%@rmance.

Step 3. Compare Mea&@rformance Against Established

Standards. Qc:)

Compari&e Its with standards determines variation.
Some variat@g be expected in all activities and the range of

s%@

-

vari tioq') acceptable variance - has to be established.
S 2 ake Corrective Action.

Managers must find the cause of deviation from standard.
Then, he or she takes action to remove or minimize the cause. If the
source of variation in work performance is from a deficit in activity,
then a manager can take immediate corrective action and get
performance back on track.
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Types of Control

Controls are most effective when they are applied at key
places. Managers can implement controls before the process begins
(feedforward), during the process (concurrent), or after it ceases
(feedback).

e Feed-forward controls focus on operations by Q%ey
begin. Their goal is to prevent anticipated s. An
example of feed-forward control is scmﬁs aintenance

on automobiles and machinery. R 'u{&&
forward to prevent problems. O ples include safety

intenance feeds

systems, training programs, a dgets.

e Concurrent controls% to processes as they are
happening. ConCLth;\ ntrols enacted while work is being
performed
mecham& as direct supervision, automated systems
(such S
@% e issued the wrong command), and organizational

t

ity programs.

any type of steering or guiding

uters programmed to inform the user when

e Feedback controls focus on the results of operations. They
guide future planning, inputs, and process designs.
Examples of feedback controls include timely (weekly,
monthly, quarterly, annual) reports so that almost

instantaneous adjustments can be made.
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Tools for controlling

There are many controlling techniques which were also

commonly known as controlling aids. (Shika, 2021)
1. Traditional Control Techniques:

The essence of control function is to confirm Whetthe
actions are going according to plans or not. If th@ not
accordance with the plans, then managemen SQ take a
corrective action to overcome such deV|at|onS\ IS purpose,
management should determine standards S ey can easily be

compared with them.

For this purpose, many ues have been developed.
Among them traditional such (% geting and Budgetary Control,
Cost Control, Productlot) ing and Control, Inventory Control
etc. are the best e . Though modern techniques have been
developed to i ve the quality of controlling process but still

today the echniques are being used extensively in the

organkz\ .
B% ing and Budgetary Control:

Budgeting:

A widely used tool for management control is budget. It is a
quantitative expression of plan of action. It refers to the plan of an

organization expressed in financial terms. It determines financial
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estimations relating to various activities of an organization for a

fixed period of controlling actual performance.

The following are the important definitions of a budget: “A
budget is pre-determined statement of management policy during
a given period provided a standard for comparison with the results
actually achieved”. — J. L. Brown & L.R. Howard Q’Q

From the above definition the following char !@}cs can

be summarized: . (\.)\o

(1) A budget generally relates to a given f .G@eriod

(2) It differs from objectives or polici use it is set down in

(3) It should be flexible _ 3

(4) It is fundamental t@tganization and hence, it receives the

attentions and s@ he top management.

Importanceco’) geting:
e

(1) u@) involves drawing up budgets based on well-defined
p'%

specific numerical terms

tion.

(2) It serves another important purpose i.e., coordinating plans

and activities of various departments and sections.
(3) It facilitates control over expenses, income, costs and profits.

Types of Budgets:
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There are many types of Budgets which are generally used

in an organization.
They are:

a. Sales budget — It represents the plan of sales for a given

period.

b. Purchase budget — It presents the quantities of ra@ls

and other consumable items to be purchased @

manufacturing company. . \
c. Cash budget — It is a statement of thé ated receipts

and payments for a given perioa@vith the resulting
surplus or deficit.

d. Expense budget — It lays &51 e estimates of the standard

or norm of operatin ses of an enterprise for a given

period. C.}
e. Capital b@ is type of budget outlines the
anticipa

oﬂ@‘ns of a capital nature.

f. %@ ue budget — It indicates the income or revenue

penditure on plant, machinery, equipment and

pected to be earned from sale of goods produced or
purchased for re-sale.

g. Production budget — It shows the volume of production to
be undertaken for a given period together with the material,
labor and machinery requirements sometimes production
budgets also show the anticipated cost of production.
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h. Labor budget — It indicates the types of skills of laborer and
the numbers in each category estimated to be required in a
given period along with the standard wages payable.

I. Master budget — This is prepared for the whole enterprise

by compiling the different sectional budgets which is finally

The cost of production is an important factor in sQﬁting the

income of an organization. Hence, every Or\ ion tries it level

adopted and worked upon.

I1. Cost Control:

best to keep the cost within the reason Its. The techniques
of cost control involve the setting o andards for various
components of cost and making(gglgparison of actual cost data
with standard cost. This pr 2)3 known as standard costing.

This standard costing r \o a pre-determined estimate of cost

with can be used as dard.
Thi cost forms the basis of control under standard

S
g L) . g o amo
costing. &E?cost Is compared with the standards, variations are
a d suitable action are taken to overcome such
variattons. Thus standard costing may be regarded essentially as a

tool of cost control.
I11. Production Planning and Control:

It is an important function of production manager. This is

the function of looking ahead, estimating difficulties to be
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occurred and remedial steps to remove them. It guides and directs
flow of production so that products are manufactured in a best

way.
IV. Inventory Control:

It refers to the control of materials in an efficient man&
which ensures maximum return on working capital. It is v%
important for the smooth functioning of production ‘%ent.

Its main objective is to maintain a suitable suppl aterial at

the lowest cost. s *Q\
\\

V1. Statistical Data Analysis: @

It is an important control teehnigue. This analysis is possible

by means of comparison of , percentages, averages, trends

L 3
etc., of different periodt\@a view to find out deviations and
causes. This meﬂ%\‘% plicable in case of inventory control,
I

production cog\ d quality control. The minimum and
maximu.rrlggwrg limits are fixed and deviations with in these
limits ed.

%riations go beyond limitations then immediate steps are
taken to correct them. Statistical control charts are prepared with
the help of collected data and permissible limits are plotted. This
chart will give an idea whether everything is going as per the plans

or not. Hence, analysis of data is important device of control.
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Questions

1. Monitoring Production Levels is part of which manageriQ

function? ;\.\Q

a. Planning 'b
b. Organizing ° (2}.\
Directing X 'Q\\

. Controlling '®

2. In Controlling, actual performangghscompared with
a. Performance of ('e)mloyees
b. Performance G@isous year
c. Plann @\mance
d. No %e above
3. Contro{cﬂg%% lanning are
.
A\

% . Interdependent functions
c. Both (a) and (b)

d. None of the above

o O

ependent functions

4. Controlling is
a. Backward looking function

b. Forward looking function
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c. Both backward as well as forward looking function
d. None of the above
5. Controlling is performed at
a. Top level
b. Middle level

c. Supervisory level . ’Q
d. All of the above \Q
>

6. Management by exception refers to: \
a. Controlling significant deviatLor@')

b. Focus on key result area \
c. Check on each and ev§ Wity
d. Keep acontrol on e ing

7. Standards can be set in &@wing terms:
L 3

a. Only Quali
b. Only tive
c. B ualitative and Quantitative

. (Nsit er Qualitative nor Quantitative

8. rﬁ%g function brings back the management cycle to
unction?

a. Directing
b. Planning
c. Organizing
d. Staffing

9. Under critical point, control manager
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a. Critically observes and takes action on every
deviation

b. Ignores deviation

c. Gives more importance to deviations taking place in
key areas

d. None of the above

10.An efficient control system helps to ‘\QQ
a. accomplish organizational objectives \fi§0
b. boost employee morale . (‘_)\.
c. judge accuracy of standards \Q
d. All of these

11.This is the last step in the proces ntrolling.

Analyzing devia@%’)

b. Taking cor tion

c. Settin Eance standard
d. Meﬁq nt of performance

12.When th %tlons go beyond the acceptable range,
espec%.1 the importance area, it demands immediate
al attention so that deviations do not occur again and

%’%ds are accomplished.

(a) Management by exception

o

(b) Critical point control
(c) Both (a) and (b)
(d) Analyzing deviations

13. Which of the following represents quantitative standards?
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a. Improving goodwill
b. Time to be spent in performing a task
c. Improving the motivation level of employees
d. None of these
14. Which of the following is a benefit of using a budget?
a. Helps to keep track of the money you receive
b. Helps to prioritize your spending
c. Helps reach short- and long-term financial goals « &
d. All of the above
15.common reason why a person may fail to atta% t set for
him by his superior is because he

a. Did not know he had a target.
b. Felt the target was too dlffICU|t \Q

c. Has no respect for his superigr
d. Was not given enough tlme f%w job.
16.Lack of goal congruence w y result in:
a. Individual manage mpting to profit maximize in
their own depart 7&
b. Coordinatiog o t between department.
c. Significa * n of budgets through budget padding
d. The cou%x s profitability being lower than anticipated.
17. WhICh Ilowing objectives is not a primary purpose of
prep udget?
&Q sure that the company expends its operation.
0 provide a basis for comparison of actual performance.
c. To communicate the company’s plans throughout the
organization
d. To control income and expenditure in a given period.
18.Which of the following operations would normally be carried

out first when preparing a master budget?
a. Calculating overhead absorption rates.
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b. Determining the budget period
c. ldentifying the principal budget factor.
d. Preparing a forecast profit and loss account.
19.The question of raw material in the purchases budget may be
higher than the quantity of raw material in the production
budget because:
a. Stock level are being reduced
b. Raw material prices are falling

c. The company obtains discount for bulk purchai§\'Q
d. Units sold will be higher than units sold.
20.A guantitative expression of management o@s is a(n)
. Organizational chart .
b. Management chart ’®’\Q

. Budget §
d. Procedural chart v

(Y

D

o

Case studies: ControllinQi‘)’

Go to the webpage us’ following link and

answer the case st% ontrolling
https://studyreseggcNg/2019/12/30/bscontrolling/
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Chapter Six
Decision Making

OBJECTIVES
Discuss definitions and concepts related to decision making

and problem-solving process to follow in decision @g
Distinguish among decision making styles wﬂfw’ﬁ%context

of managerial decision-making (\.)\o
KEY POINTS \‘Q\
Decision making is the processes (cognitive

processes) resulting in the_se ction of a course of action

from among severa tive scenarios.

The style used
characteristi

question §\
Thr cag)roaches to decision making are avoiding, problem

&;\g and problem seeking.

anagers constantly make decisions that affect the work of

on the decision maker's personality

ituation, and the nature of the decision in

others. Day-to-day situations involving supervisory decisions

include employee morale, the allocation of effort, the materials

used on the job, and the coordination of schedules and work areas.

The manager must recognize problems, make a decision, initiate an

action, and evaluate the results.
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In order to make decisions that are consistent with the overall
goals of the organization, managers use guidelines set by top
management. Thus, it is difficult for managers to make good

decisions without good planning.
Definitions

A decision is a solution chosen from among @es.
m.

Decisions must be made when the manager is faced &ﬁ@ roble

o0 o o o e g a
Decision-making is the process of sele ‘\an alternative
e

course of action that will solve a proble first decision is
whether or not to take corrective ac 'o@ple solution might be
to change the objective. Yet, the_jo the manager is to achieve
objectives. Thus, managers \A@ pt to solve most problems.
L 3

A problem exist V&Iever there is a difference between
what actually ha @what the manager wants to have happen.
Some of the pr s faced by the manager may occur frequently.
The soju@s these problems may be systematized by

esta sﬁ%g,

titive situations, the problem-solving process is used once

olicies that will provide a ready solution to them. In

and then the solution (decision) can be used again in similar

situations.

Exceptions to established routines or policies become the
more difficult decisions that managers must make. When no

previous policy exists, the manager must invent a solution.
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Problem solving is the process of taking corrective action in
order to meet objectives. Some of the more effective decisions
involve creativity. To get better ideas, the manager follows the steps
in the problem-solving process/ decision-making. The steps are

built on a logical analysis.

Difference Between Problem Analysis and Deci@
Making \

While they are related, problem ana \ud decision

making are distinct activities. Demsmnss@nmonly focused

on a problem or challenge. Decisi ers must gather and
consider data before makin ice. Problem analysis
involves framing the é’y} defining its boundaries,
establishing criteria wig h to select from alternatives, and
developing con@s based on available information.
Analyzing a pé&g not result in a decision, although the
results ar@mportant ingredient in all decision making.
%l%blem solving/decision-making process:
e steps in the decision-making process are:
(1) define the problem and establishing objectives,

(2) identify decision criteria,

(3) develop alternatives,
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(4) decide,
(5) implement the decision, and

(6) evaluate the decision.
Step 1: Define the problem.

The problem solving/decision-making process begi en
the manager recognizes the problem, experiences presﬁ cton
it, and has the resources to do something abOl{[ ib@ eans that
the manager must correctly define the proQle \

Problem identification is not , problem statement
can be too broad or too narrow. M are easily swayed by a
solution orientation that allow fbsn to gloss over this first and
most important step. Oy, it;g perceived, as the cause of a

problem may actually ptom.

The manager t solve the right problem. In order to define
the problem th%a ager must describe the factors that are causing

the probl @ese are the symptoms, visible as circumstances or

d
defining the problem, ineffective action will be taken.

c% that indicate the existence of the problem -- the
if

nce between what is desired and what exists. By not clearly

Step 2: Identify decision criteria.

The manager determines what is relevant in making a

decision by isolating the facts pertinent to the problem. Since there
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iIs no single best criterion for decision making where a perfect
knowledge of all the facts is present, a set of criteria must be used
for the problem at hand. These decision criteria identify what will
guide the decision-making process. They are the important facts
relevant to the problem as defined. It is important that decision

criteria be established early in the problem-solving process se

if the criteria are developed as analysis of data is taki
chances are good that the data will determine tﬁ% la. Thus,

L )

setting the criteria early introduces objectiyit facts can be

tangible as well as intangible. Tangibl
work assignments, the work schedule ork orders. Intangible
facts could include morale, moti@)ti , and personal feelings and
perceptions. C.>

. o
This process is ss®t subjective, because what serves as

important critegia e manager may be less important for

might include the

another. For i ce, the decision-making criteria used to hire
employeeﬁﬁrs across departments; the sales department uses the
nu r%n w store openings in different geographic areas, while
tr%%acturing department uses how many units of the product

needs to be produced and how quickly.

Key uncertainties, the variables that result from simple
chance, must be identified. Regardless of the solution chosen, key

uncertainties are important because they can be plusses or minuses.
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What are the chance variables? Which way would these variables

fall, relative to each of the workable solutions?

Not all criteria have the same importance. (Criteria weights
can vary among different managers as well.) Assigning weights

indicates the importance a manager places on each criterion for
resolving the problem and helps establish priorities. Criw@are
extremely important can be given more weight, While% at are
least important can be given less weight. . 8§$

Step 3: Develop alternatives. ‘\‘Q\

The manager must identify a e alternative solutions
kable prevents alternative

for resolving the problem. The teirg
solutions that are too exp ¥ too time-consuming, or too
elaborate. The best appr's&h determining workable solutions is
to state all possi ng[?

options. This he%it nsure that a thorough list of possibilities is

created. C.)Q

atives, without evaluating any of the

L ]

ing alternative solutions requires divergent thinking
(Gewiating from traditional.) Groups can be used to generate
alternative solutions. Brainstorming is the process of suggesting as
many alternatives as possible without evaluation. The group is
presented with a problem and asked to develop as many solutions
as possible. When brainstorming, employees should be encouraged

to make wild, extreme suggestions. They build on suggestions
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made by others. None of the alternatives are evaluated until all

possibilities are exhausted.

Managers must judge what would happen with each
alternative and its effect on the problem. The strengths and
weaknesses of each alternative are critically analyzed by comparing
the weights assigned and then eliminating the aIternatiye@re
not workable. Probability factors - such as risk, un \y, and
ignorance - must be considered. Risk is a s)@&g imperfect
knowledge in which the decision-maker . the different
possible outcomes of each alternati @ an determine the
probabilities of success for each. U IS a state in which the
decision-maker judges the di%iﬁis%ssible outcomes of each
alternative but lacks any @

Ignorance is a state in vms the decision-maker cannot judge the

r their probabilities of success.

different possible es of each alternative, let alone their
probabilities. | igating all the possible alternatives helps to
prevent gligtaating the most appropriate one, because a decision is

onl as the best alternative evaluated.
S&Decide.

The manager must make a choice among the alternatives.
The alternative that rates the highest score should be the preferred
solution. The decision can be assisted by the manager's experience,

past judgment, advice from others, or even a hunch (feeling).
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Timing impacts the decision. The probable outcome and its
advantages versus its disadvantages are affected at any given time.

Which alternative is most appropriate at a given time?

Decisions are made by consensus when solutions are
acceptable to everyone in the group, not just a majority. Everyone
is included, and the decision is a win-win situation. Conse@es

not include voting, averaging, compromising, nqﬁ}ﬂ g, or
t

trading (win-lose situations). Every member gc%)’;&)
even though some members may not be convi at it is the best

solution. The "right" decision is the b%@{jve judgment of the

group as a whole.

solution,

Consensus gives every p(r_%ba chance to be heard and have
their input weighed equallyg embers accept responsibility for
both listening and cogtributing. Disagreements are viewed as
helpful rather than ces in reaching consensus. Each member
monitors the ISton-making process and initiates discussions
about tht\&tco)@ss if it becomes ineffective. The smallest minority
has

&

roup members do not give in just to reach an agreement.

to change the collective mind if their input is keener.

They support only those solutions that they can truthfully accept. If
people exercise this power to go against the majority, they must
have listened to the collective wisdom in good conscience. A block

should not be used to place an individual's will above the group's.
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Consensus works in an environment of trust, where everyone
suffers or gains alike from the decision. Everyone must listen,
participate, get informed, be rational, and be part of the process
from the beginning. Thus, consensus can be time consuming long
and exhausting to the participants. Yet, consensus will result in

total effect than the sum of their effects. The combi blem

synergism. Synergy is the combined action of the group, S; in
solving/decision making abilities of the group m roduce a

better decision than that of the individual me b&)

Taking action requires self-co fl®or courage. Only a
person who is willing to take risks h’ assume responsibility
for a decision involving actl t remains that the manager
is held accountable for the of the decision. Thus, he or she
must be confident that t %

ht problem has been defined and the

most workable x been chosen. Self-confidence is the best

element for a rQ

Step 5.‘@ ment the decision.

er to possess at this stage.

e the solution is chosen, the decision is shared with those
w& work will be affected. Ultimately, human beings will
determine whether or not a decision is effectively implemented. If
this fact is neglected, the solution will fail. Thus, implementation is
a crucial part of the decision-making process. Including employees

who are directly involved in the implementation of a decision, or
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who are indirectly affected by that decision, will help foster their
commitment. Without their commitment, gaining support and
achieving outcomes becomes increasingly difficult. With this
commitment, the manager has a reasonable degree of assurance that

the decision will be accepted and have the necessary support.

In order to implement the decision, the manager must h@an
for communicating it to those directly and indireg& ected.
Employees must understand how the decisign N{f?‘\

Communication is most effective when Jt% es action and

nd events happen

ect them.

events. In this way, events conform {o
when, and in the way, they sho n. Thus, the manager
should answer the vital queStions before they are asked.
Communicating answers to LEauestions can overcome much of

the resistance that oth%% Ight be encountered.

Step 6: Evg{%
Manse&ust follow up and appraise the outcomes from

e decision.

the dec determine if desired results were achieved. If not,
t %rocess needs to be reviewed from the beginning to
d&ine where errors may have been made. Evaluation can take
many forms, depending on the type of decision, the environment,
working conditions, needs of managers and employees, and
technical problems. Generally, feedback and reports are necessary

to learn of the decision's outcome. Sometimes, corrections can be
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introduced for different steps. Other times, the entire decision-

making process needs to start over.

The main function of the follow up is to determine whether

or not the problem has been resolved. Usually follow up requires a

manager visit to the work area affected by the decision. The
manager may have to repeat the entire decision process 4

problem has been generated by the solution. It is bett \cu cover

this failure during the follow up period rather thaé\g\‘ unaware
tion.

of a new problem provoked by the |mpleme

Decision-Makin}@ES
Managers and leaders ado&?’ﬁerent styles of decision

making based on their p y, the situation they face,
the culture of the organi 1% characteristics of the people they
are working W|th ature of the decision itself. There are

five essential st s ecision making:

- Aut he group leader solves the problem using the
tion he possesses. He does not consult with anyone

or seek information in any form. This style assumes that
the leader has sufficient information to examine all the

relevant options and make an effective decision.

« Information seeking: When a leader does not possess
sufficient information to make an effective decision, she

needs to obtain it from others. She may simply ask for
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the input she needs without telling the others what the
problem is. The leader then evaluates the information and

makes the decision.

Consultation: The leader explains the situation and provides

relevant information to a group or individual, and together
they generate and evaluate many alternatives@er
possibility is that the leader asks the group orggi‘ ual to
conducta survey or an investigat\\ d make
recommendations based on the resultg~nFipally, the leader
evaluates the solutions or rec @n; the group or

individual has put forward a akes a decision, which

may or may not take thegf%u's into account.
a

Negotiation: The le ins the situation to the group or

individual and§' s the relevant information. Together
they atter\@ ncile differences and negotiate a solution
that is a ble to all parties. The leader may consult with

0 eé‘)&fore the meeting in order to prepare his case and

%& te alternatives that are acceptable to everyone
% volved.

Delegation: Responsibility and authority for making the
decision are given to the group or individual. The leader
provides all the relevant information that he possesses. The

leader's role then becomes that of facilitator or guide, but he
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does not attempt to force his opinions on the group. He

should be prepared to accept and implement the proposed

7
: \QQ
Questions \"‘§‘

solution.

. . e
Identify if true or false \E')
- - - - . -
1- Decision is the process of selecting alte h@e course of action
that will solve a problem.

2- The symptoms are circumstances.o Itions that indicate the
existence of the problem.
3- The term workable alternati utions are these solutions that

are not too expensive, too onsuming, or too complicated.
4- The best approach in@ing workable solutions is to state

all possible alternati ithout evaluating any of the options.
5- Decisions are onsensus when solutions are

acceptable tc&qi
6- Corrections% esult from the decision evaluation can be
introdu m_so ifferent steps in the decision-making process.
7- The&’9 fyeonsensus is the same as democratic decision-

8 alternative that rates the highest score should be the
erred solution.

9- The use of consensus is the same as democratic decision-
making.

10- It is important that decision criteria be established early in the
problem-solving process.

11- An ethical decision is choosing what is wrong.

Choose the right answer
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1. The process of making a choice or solving a problem.
a. Decision Making
b. Experience
c. Integrity
d. Values
2. The first step in making a decision is to:

A. Brainstorm possible solution
B. Describe the problem or situation . Q’Q

C. Consider the consequences Q
D. Evaluate the decision ,@
S

3. A good decision is...

TN
a. well thought out
b. made quickly ,&Q
c. always the easiest to make §’
d. one that makes everyone hap%
4. The first step of decision maég%i
a. List your options
b. Outline the consequ&l
c. ldentify the probl
d. Make the deei
5. The decisiongma model will help you to:
a. make pe%\decisions

b. makegoredesponsible decisions
C. he% to make impulsive decisions
a esponsible decisions

6 W a history test on Friday. On Thursday night Jake's

d asks him to go to the movies. Jake lists the positives and
negative outcomes of each choice. Which step in the decision-
making process is this?
A. Evaluate the decision
B. Describe the situation
C. Weigh the options
D. Make a decision

146




7. Jana finally decides which sport she is going to sign up for in
the Spring. What step is this in the decision-making model?

. consider your options

. Consider the consequences
. Identify your values

. Decide and act

The best way to approach your career choice isto__, Q’Q

. choose the same career as someone you admire \Q
. follow a career decision-making process fb
. wait and see what develops after high schogl \\\

. determine how to earn the most money

Complete each statement: \Q

1. In order to define the ............ manager must
describe the factors that are caust
are the .......... , visible as circumstances or conditions
that indicate the existe the .............. , the
difference between whate

2. With employee . C.}

reasonable de urance that the decision will be

accepted anuKn e necessary support.

3. The main f\,@ ofthe ........... is to determine whether
or nqQt oblem has been resolved.

: \ ........... is the process of suggesting as many

ves as possible without evaluation until all
ibilities are exhausted.

OOm>»r>©° U O W >

........ , the manager has a

5. Decisions are made by .................. when solutions are
acceptable to the majority in the group.

6. The best approach in determining workable solutions is to
state all possible .............. , without evaluating any of
the options.
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