Chapter 4

Management Functions
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What is management?
O Management is the process of coordinating resources
to meet organizational goals.

O Managers are the ones who lead other people in
accomplishing the organisational goals.

O They make plans, give instructions to workers,

oversee operations and solve problems.

is primarily engaged

O Management in 4 major

activities: Planning, Organising, Leading, Controlling

Importance of management
A guide to accomplishing organisational goals
O Managers decide the direction of the organisation
and how to use its resources to accomplish goals.
® For example, when a bank would like to expand its
operations into the Mainland, its managers have
to:
<> Make plans for the expansion
<> Decide where and when to open new branches
in the Mainland
<> Create a new organisational structure to suit
the expansion
<> Hire new workers

Ensure effectiveness and efficiency
O Effectiveness (‘doing the right thing’)

® An organisation is effective when it can accomplish
its goals.

O Efficiency (‘doing the thing right’)
® An organisation is efficient when it can get the
most output from the least amount of input.
@ Efficient operation can lower the expenditure.

O In a well-managed organisation, managers:
® analyse how to increase output and save resources

® anticipate
production and find the best way to do a task

problems that may occur during
= Management can help organisations provide

goods and services effectively and efficiently.

O When a company is poorly managed, it will often
have problems such as:

® Unclear goals; Employees with low morale;

Confusing policies; Conflicts among departments

= These problems prevent the company from
operating efficiently and accomplishing its

goals.
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Levels of management

:| Top management

————— ]

" Regional | (#8 . Regional | Middl

i Manager | K ey ade

5 P : ; management
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First-line
management

i Shop
: Managers ::

Managers ::

Managers {: Managers !

Top management

O Usually have titles such as : president, chief executive
officer (CEQ), chief financial officer (CFO)

O Top management makes company-wide decisions and
determines the overall goals and direction of the
company.

O Top managers:
® decide on the company’s vision and mission

® make all important decisions such as opening a
new plant, acquiring another company, and raising
capital by issuing shares

Middle management

O Usually occupy positions such as: regional manager,
division manager, department head

O Middle management carries out company plans and
decisions made by top management.

O Middle managers:
® work closely with first-line managers and monitor

the daily running of the business

® resolve operational problems and improve the
company’s performance
® act as a bridge between top managers and

first-line managers

First-line management (front-line management)
O often have titles such as : shop manager, assistant

manager, supervisor

O First-line management supervises workers in the
daily operation of the business.

O First-line managers:
® deal with problems in production lines and ensure

that tasks are done as planned
® supervise and motivate workers, resolve conflicts
among workers in the workplace, handle problems
that may affect production, and deal with

customers
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Four management functions
O Planning

@® Establish goals and objectives for an organisation
and determine the best ways to achieve them.

O Organising
® Determine what tasks are to be done and how the
tasks are to be grouped.

O Leading
® Guide, direct, and motivate people to work
towards organisational goals.

O Controlling

® Monitor activities to ensure that they are done as
planned.

Planning

O Planning is a management function which involves:

® establishing goals and objectives for an

organisation
® determining the best ways to achieve them

O Plans are used as road maps in helping people
accomplish their goals.

Importance of planning
1. Anticipate potential problems
® Plans act as a blueprint that guides management
in carrying out the company’s business strategy
and meeting the company’s goals.
® \When managers make plans, they look into the
future and anticipate problems which may occur.

® Planning thus allows managers to take
precautionary measures  against  potential

problems and make alternative arrangements to
handle problems when they occur.

2. Provide direction to employees

® Employees are more motivated to work towards

goals and objectives that are clearly set out in
plans.

® When they have specific goals in mind, they will

become more focused and

committed to

completing their tasks.

3. Clarify roles and responsibilities
® Planning can facilitate the coordination of people’s
activities in an organisation.
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Types of Business Plan
O Plans can be distinguished by their breadth, time
frame and specificity.

O Classified by breadth

® Strategic plan
< Establish the overall direction and goal
< Has a longer time frame
<> Covers the broader issues of the company

® Operational plan
< Describe how the company goals are to be

achieved

<> Has a shorter time frame
< Focuses on the particular issues of the company

O Classified by time frame

® Long-term plan
<~ Last for five years or longer
<> Covers strategic issues
<> Minor adjustments can be made each year

® Mid-term plan
<> Last for one to five years
<> Covers both strategic and operational matters
<- Major changes can be made each year

® Short-term plan
<~ Last for one year or less
< Covers only operational matters and has

specific details

<> Changes are made regularly on a monthly basis

O Classified by specificity

® Directional plan
< Provides only a direction without specific goals
< Has only general guidelines
< Has flexibility and allows changes

® Specific plan
<> Has clearly-stated goals which are quantified
< Has specific details on courses of action
<> Does not allow changes
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Planning process
O Step 1
@ Establishing objectives and goals:
< decide what the firm wants to achieve.
Step 2
® Gathering useful and relevant information:
<~ search for information which is important for
achieving the objectives.
Step 3
® Evaluating and determining alternative options:
<> develop and examine possible options which
can be used to achieve the objectives.
<> choose the best option which can achieve the
objective most effectively and efficiently.
Step 4
® Setting a time frame for action:
<> create a schedule for actions to be taken.
Step 5
® Implementing the plan:
<~ carry out the actual actions according to the
plan.

O Managers need to monitor the implementation of the

plan carefully.

O When there are major changes in the environment,
managers should determine how the plan would be

affected and then revise the plan accordingly.

Setting goals effectively

O Goals are the desired outcomes for individuals and
organisations.

O If one does not know what the goals are,
impossible to make a plan or to achieve anything.

it is

Characteristics of SMART goals
1. Specific

® Goals should be defined clearly regarding what is
to be achieved.
Using general terms can cause misunderstanding
between people.
For example, instead of asking bank tellers to
‘improve their work performance’, it is better to
state clearly that they should ‘complete
transactions faster’.
2. Measurable

® Goals should not be vague and expressed in
numbers so there is some means and ways to
measure.
If the goals are not quantified, it is difficult to
know whether the goals have been achieved.
3. Attainable

® Effective goals should be attainable with extra

effort.
® People will not be motivated if the goals are too
easy to achieve or impossible to accomplish.
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4. Relevance
® Effective goals should focus on key results which
can affect company performance.
® For example, managers should set goals for:
<> Sales revenue, Market shares, Quality, Cost and
Profitability
5. Time frame
® Goals without a time framework are not only
ineffective but are also often ignored by workers.
® The period should be reasonable and workers
should have enough time to achieve the goals.

Goals other than profit-making
O All organisations have multiple goals:
® Profit-making, Increasing market shares, Creating
innovative products, Lowering production costs,
Promoting employee loyalty
O A firm cannot be successful by just focusing on
earning profits and ignoring other goals.
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Organising

O Organising determines what tasks are to be done and
how the tasks are to be grouped in an organisation.

O Individuals are grouped into departments and their
work is coordinated and directed towards
organisational goals.

O The outcome of organising is an organisational
structure, which specifies the responsibilities for each
job position and their relationship.

O A company’s organisational structure can be depicted

in an organization chart.

® The chart shows how workers are grouped and
how the lines of communication and authority
flow.

Characteristics of organisational structure

Level (or layers)

O There are different levels in an organisation chart.

O At the top is the CEO who runs the company with a
team of senior, middle and first-line managers.

O The lowest levels are workers who perform tasks in
the daily operations of the company.

O A company with more levels has a tall structure.

4

A tall structure

4 levels | |

O A company with relatively few levels has a flat
structure.
i A flat structure

2 levels
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Level (or layers)
O Levels of management

Tall structure

Flat structure

Many levels

Fewer levels

O Communication

Tall structure

Flat structure

Difficult:

Many layers and distortion
in communication as
message need to pass
through many levels.

Faster:

Messages can go up and
down the organisation
quickly with little
distortion.

O Efficiency and flexibility

Tall structure

Flat structure

Less efficient and inflexible:
Decision-making is slow and
actions require complicated
coordination among many
levels.

Efficient and flexible:
Quick decisions can be
made and actions taken.

O Span of control

Tall structure

Flat structure

Narrow:

There are many managers.
Each manager manages only
a few subordinates.

Wide:

There are few
managers. Each
manager has to manage
many subordinates.

O Motivation

Tall structure

Flat structure

Low:

Workers are closely
monitored by managers and
so have lower motivation.

High:

Workers enjoy more
autonomy and often
have higher motivation.

Job relationships

O Superiors: persons who give instructions to a job

holder.

O Subordinates: persons who work under a job holder.

O Colleagues: persons who are at the same level as a

job holder.
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Authority
1. Line authority
® Line authority means that job positions at a higher
level have the authority to give instructions to
those directly below them.
® Line managers can direct and monitor their

subordinates, make decisions, and carry out plans.
® This is a superior-subordinate relationship.

2. Staff authority
® Staff authority is given to positions that are
created to support, assist and give advice to line

managers or departments.
® People in those positions are experts in certain
areas such as human resources, accounting,

finance and information systems.
® Their advice and assistance help line managers
make decisions and accomplish tasks effectively.

Operations director

i ]
Production  Human resources  Information systems
manager 2 Manager manager

Production
manager 1

Infonmation
Syshems
execulives

Production Production Production Produchon Hum@n résources
execulives eneculies execulives execubhes exgcutives

Line authority === Staff authority

Groupings

O Different groups are formed with job positions linked
together.

O The groups may be called:
® Divisions, Departments, Committees and Units

Communication channels

O The lines in an organisation chart are also the formal
communication channels through which workers
communicate with their superiors, colleagues and
subordinates.
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Forming departments

O In an organisation, departments are formed by
grouping similar jobs together.

O This is called departmentalisation or
departmentation.

O Three common methods of forming departments:
® By function, By product and By geographical

location

By function
O Functional departments are formed by grouping jobs
that perform similar functions.
® For example, accounting department, production
department and marketing department
O This method is commonly used by small companies
and companies with only a few products.

CEO
[ [ | | | I
Property Corporate Human Information | Brokerage Legal
Communications | Resources & | technology
Administration
China Investment Directors’ Finance & Company
Business Office Accounts  Secretarial
By product

O Product departments are formed by grouping jobs
according to the types of products produced or sold.
® For example, an electronic goods manufacturers

may set up different departments for each of its
products such as TVs, washing machines, and
air-conditioners.

O This method is often used by companies that produce
or sell many types of products.

Sony Corporation
Financial Music Network Home Imaging products &
services entertainment entertainment | entertainment solutions
& sound « Digital imaging
« Professional
solutions
Picture Medical Computer Mobile Device
entertainment entertainment communications solutions
= VAIO & mobile

By geographical location
O Geographical departments are formed by grouping
jobs according to location.
® For example, a company can set up departments
for its business operations in different regions such
as North Asia, South Asia and Europe.

O This method is commonly used by multinational

corporations which produce and sell goods around
the world.

CEO

[ Asia division } [ Europe division ] (United States dlvislon}
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Leading

O Leading is the process of guiding, directing and
motivating people to work towards
organisational goals.

achieving

In an organisation, managers at all levels are leaders.
® They provide directions and guidance which helps

subordinates perform their tasks.

® They encourage and support subordinates in
helping them overcome difficulties, and resolving
conflicts among them.

Methods that managers can use to guide, direct and

motivate their subordinates include:

setting meaningful goals

giving clear instructions

providing support and advice

o

([ J

([ J

® understanding their needs

® communicating with them effectively

® recognising their contributions

® giving rewards for good performance

Importance of leading

1. Motivating workers to perform their tasks
® \Without someone to lead, people would not be

able to work effectively as a group.

® Workers will have more job satisfaction when

managers display effective leadership behaviour.

® They will also be motivated to perform their tasks.

2. Avoiding problems and mistakes
® |f managers fail to provide clear direction or
guidance, workers are likely to make mistakes and
projects will be delayed.

3. Improving company performance
® |f managers are able to communicate with and
motivate their workers, workers will be willing to
perform their jobs well.

Leadership style
O Autocratic leadership

O Participative leadership
O Laissez-faire leadership
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Autocratic leadership

O Autocratic leadership means that the leader retains

as much power and decision-making authority as

possible and does not involve subordinates in the

decision-making process.

® Subordinates have no choice but to obey the
orders.

® Although autocratic leaders may ask for
subordinates’ ideas and suggestions, such input
rarely changes their decisions.

Advantage

® Autocratic leadership is particularly effective in
situations where quick decisions are required.

Disadvantage

® Negative impact on employee motivation:
<> Workers may become passive and unwilling to

take the initiative.
<> They often have lower job satisfaction and thus
are less committed to their work.

Autocratic leadership is appropriate when:

1. the workers are inexperienced and passive.

2. the workers are not willing to take up job
responsibilities.

3. thereis a crisis and a quick decision is required.

4. the information needed for decision-making is
available only to managers.

5. workers are likely to resist the decision.

Participative leadership
O Participative leadership (also called democratic
leadership) means that the leader encourages
subordinates to participate in the decision-making
process.
® Participative leaders share their power with their
subordinates.
® They are willing to accept ideas and suggestions
from others and involve them in decision-making.

O Advantage
® [deas and suggestions from different people may
result in better decisions.
® Workers are more motivated. They would be more
willing to carry out the decisions made by them
and be more committed in their jobs.
O Disadvantage
® Participation is likely to slow down the
decision-making process.
O Participative leadership is appropriate when:

1. workers are experienced and capable.

2. workers are willing to take up additional job

responsibilities.

other workers will be affected by the decision.

4. other workers possess more information needed
for decision-making than the managers.

5. the decision cannot be carried out without
support from workers.

w

A FE
O BWREE ( UFEEHRME) TiEE AR

_ﬂ’ﬁtPfﬁaii FEEEA B T2 BHSR -

® &AL

o HEHE EEAETE‘EZ’EUF?—FJ%E@@%W%
5t HCHRE -

O {EX:
® ik A SHEAE R ERBEIRAVIFEDN N AR -
O 75
o i 5 THVRERMA A HE
< BTAETE e nagdh 2k k TIEwuE
& M TR AR & TR -

CDMTW%&ﬁER%EﬁW%E-
1. BT KBRS
B TARBEAIETFEMT
BSEH TSN > BRI E SR
BN EF S A R aVEER
5‘1”7@7 EEFIE TN

AW

SHAFE
Oﬁ@iﬁ%(ﬂﬁ%ﬁﬁﬁ%)mf*@kéﬁ%
J& S BURFEIE -
o f‘},ﬁiﬁﬁ:ﬁ)\ﬁﬁﬂﬁﬁgﬁalﬂ%ﬁ '
® FEE A NAVIEUART R 108 B BAsR -

O {ERE
o ~EET WANERABEHE N SFEHEL
YRS -
® N B TRESIANR > MM — ST AR

AR TAERFERTRIEA -
O 7S
® 5 THISH A REfHAE A FIEE -

IR BEREERASEAEE

1. BTEAKEMEER

B T RAE RSN TIERIRE
SRR B TSR A

BETIEE A A LR REIERR
R B TSR RERT T

O

v wnN

96




Laissez-faire leadership
O Laissez-faire leadership means that the leader
provides little or no direction and gives subordinates
as much freedom as possible.
® laissez-faire leaders delegate their authority to
subordinates and support them to perform tasks
on their own.
® Workers can decide what they want to do and how
to complete their tasks.
® However, the managers can set some limits on
workers’ power and hold them accountable for the
results.

O Advantage
® |t gives workers a sense of challenge, commitment
and satisfaction in their jobs.

O Disadvantage
® |t may lead to chaos when workers just focus on
their own tasks and fail to cooperate with others.
® [nexperienced and passive workers may feel
frustrated and helpless as they do not receive any
instructions and guidance in performing their
tasks.

O Laissez-faire leadership is appropriate when:
1. workers can work independently and are highly
motivated.
2. tasks require freedom of expression, for example,
painting and design.
3. tasks require a high level of creativity such as
scientific research.
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Controlling

O Controlling is the process of monitoring activities to
ensure that they are done as planned.

O An effective control system ensures that all activities

the company are done towards

organisational goals.

in achieving

Managers must:

® know how activities are done and determine
whether they are done properly, and

@® focus on activities which can affect the company’s

performance.
O Steps of controlling:

Step 1 Step 2
Setting performance  |— Measuring actual
standards performance
Organisational or
deparimental goals
Step 3
Step 4 - P
Takin rective aclions Comparing actual
aking cor performance with the
standard

Step 1 Setting performance standards
O Managers must decide:
® what activities are to be controlled
® what standards are to be used for controlling
those activities
which
managers use to evaluate and determine whether an

Performance standards are standards

activity has been done properly.
Managers in different functional departments use
different performance standards.
Examples:
® Production department

<> Average cost of goods produced

<> Goods produced per labour hour

<> Number of defective goods produced
® Marketing department
< Market share
<> Sales growth rate
<> Number of customer complaints
Human resources department
<> Cost of training per employee
<> Cost of recruitment per new employee
< Staff turnover rate
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Step 2 Measuring actual performance
O To control, managers must find out what and how
activities have been carried out.
O They need to collect information related to those
activities and measure them in numbers.
® Marketing managers collect sales data to find the
sales growth rate for the month.

® Production managers collect cost data to calculate
the average cost of goods produced for the

month.

Human resources managers collect turnover data
to find the staff turnover rate.

Step 3 Comparing actual performance with standards
O Managers determine whether the actual performance
falls within the acceptable range of variation.

O The actual performance is considered acceptable if it
lies between Acceptable upper limit and Acceptable

lower limit.
O When the actual
acceptable range of variation, it would be considered

performance is outside the

as significant deviation.

Step 4 Taking corrective actions
O If the actual performance is considered:
® Acceptable

<> Nothing needs to be done.
® Unacceptable : Managers should
1. Investigate the problem thoroughly to find the
causes.
2. Seek way to solve the problem
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Principles of effective management
Division of labour

Unity of command

Unity of direction

Authority and responsibility

Management by Objectives
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1. Division of labour

O Under division of labour, the production process is
broken down into many different tasks and each
worker concentrates on one or a few tasks.

Each worker specialises in doing a task rather than
completing the entire production process.

Since workers can perform more efficiently when they
specialise in doing certain tasks, division of labour
increases production efficiency.

Example:

® \Workers do specific tasks on assembly lines.

® \Workers in a restaurant perform different roles.

O

O

Advantage

® \Workers can learn faster if they are given only one
or a few tasks instead of many different tasks.
Workers can improve their skills by repeating a
task many times.

People can specialise in those tasks which they
perform well. This helps improve their efficiency.
Time can be saved as workers do not have to
switch from doing one part of job to another.

Using machines to replace labour is easier because
production is divided into small tasks.

It is easier to supervise the production process.

Disadvantage

® People that have to do the same task over and
over again may find the work boring. This can lead
to low job satisfaction.

® When any worker makes mistakes, the whole
production process may be affected.

® Workers with specialised skills cannot perform
other tasks.

2. Unity of command

O Unity of command requires that each worker has only

one superior to whom he is directly responsible.

Advantages

® [t can avoid conflicting instructions being given by
two or more superiors.

® Workers will not be confused by the instruction

and enhance their productivity.

O

3. Unity of direction

O Unity of direction ensures that all employees follow

the same plan and have the same goals.

® Each planis led by only one manager.

® There should be only one plan for a group of
activities that have the same objectives.

When people in an organisaiton have conflicting

goals, they may act against each other. Confusion may

occur as they do not know what should be done.

O Unity of direction is a solution to this problem.
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4. Authority and responsibility
Authority

O Authority gives a position the formal and legitimate
power to give orders and make decisions.
® |t is the power given by the organisation to a

person in a position so that he can complete his
assigned duties and tasks.
® Different positions have different authority.

O Managers accomplish tasks by exercising authority
which gives them the power to give orders, make
decisions, supervise other people, and reward those
who perform well.

O The authority that a person has should match the
nature of his job. If a position has greater
responsibilities and involves more complicated tasks,
more authority should be given to the person
occupying that position.

Responsibility

O Responsibility is the obligation of a person to get the
assigned tasks done.

O According to the parity of authority and
responsibility, authority and responsibility go
hand-in-hand and should be in balance.
® Workers must possess a sufficient amount of

authority to carry out their tasks effectively.
O Parity of authority and responsibility
® Workers in a supermarket have the responsibility
to prevent shoplifting.

® They should have the authority to check shoppers’
bags.

® They should not be given too much authority, such
as physically searching a customer.

Delegation

O Delegation involves the transfer of formal authority
and responsibility for completing a task from one
person to another person or persons.

O Although managers can delegate tasks to their
subordinates, they are still accountable for the final
results.
® This is because managers should oversee and

monitor the tasks being carried out by
subordinates.
O To make delegation effective, a manager should
consider the following:
® Workers’ abilities and sense of responsibility: A
manager can delegate authority if his subordinates
have the ability and knowledge to handle the
assigned tasks and are conscientious.

® The importance of the tasks: A manager can
delegate authority if the tasks do not have a great
impact on the organisation.
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5. Management by Objectives (MBO)

O Management by Objectives (MBO) ensures that the
overall objectives of the organisation are translated
into objectives for each succeeding level.
® Under Management by Objectives, managers and

their subordinates set the objectives together.

Each worker would clearly know the objectives of

his work.

Superiors and subordinates have regular meetings

to review their objectives and performance.

O Advantages
® Subordinates have a higher commitment to
objectives that they establish themselves than
those imposed on them by their managers.

@® Subordinates have a clear understanding of the
objectives they are required to achieve.

® This can enhance coordination among workers at
different levels.

® Managers can ensure that objectives of the
subordinates are linked to the organisation’s
objectives.

® Communication between managers and their
subordinates is improved because they have
regular meetings to review their objectives and
performance. This helps <create a better
relationship between them.

® Subordinates receive feedback, support and
rewards from their managers on a regular basis.
This can motivate them to accomplish their tasks.
Their performance may also improve.

® Since the performance of subordinates is regularly

reviewed, managers have better control over the
tasks being carried out by subordinates.

Disadvantage
® Time-consuming because it takes up long time for

managers and their subordinates to meet
regularly.
® Increase workloads of superiors and subordinates.
® |t focuses primarily on the organisation’s
short-term objectives rather than long-term

objectives.
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