Lesson 2

Management

For organizations to achieve intended goals, the operations of the organization must be managed in an
efficient and effective way. So, the operations of every organization must be run by a management team.
The verb manage comes from the Italian word maneggiare (to handle — especially a horse), which in turn
derives from the Latin manus (hand). The French word mesnagement (later menagement ) influenced the
development in meaning of the English word management in the 17" and 18" centuries.
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Business Environment

Business environment consists of all the outside institutions and forces that have and actual or potential
interest or impact on the organizations’ ability to achieve its objectives: competitive, economic,
technological, political, legal, demographic, cultural, and ecosystem. Environmental forces create
challenges and opportunities for the organization. The firm must continuously monitor and adapt to the
environment if it is to survive and prosper. Managers must e able to anticipate this changing environment
and develop the vision and competencies at all levels in their organizations to embrace this dynamic
future.
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Nature of Managerial work

Management has the main task of innovating and of improving the functioning of organizations. In for-
profit work, management has as its primary function the satisfaction of a range of stakeholders. In
nonprofit management, add the importance of keeping the faith of donors.
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In most models of management/ governance, shareholders vote for the board of directors, and the board
then hires senior management. Therefore, managers must retain the faith of those who elect them, retain
the faith of those people that fund the organization, and retain the faith of those who work for the
organization if they wish to retain their jobs.
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Management levels

The extent to which managers perform the functions of management varied by level in the management
hierarchy. The term supervisor could be applied at all management levels of the organization to those who
direct the work of others. In common usage, however, the title tends to e used only in the first level of the
management hierarchy. If an organization were divided into top, middle, and lower managerial levels, the
term generally applies to the lower level. The management of a large organization may usually have these
three.
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Management Skills

In order to perform the functions of management and to assume multiple roles, managers must be skilled.
Robert Katz identified three managerial skills that are essential to successful management: technical,
human, and conceptual. Technical skill involves process or technique knowledge and proficiency. Human
skill involves the ability to interact effectively with people. Conceptual skill involves the ability to
interact effectively with people. Conceptual skill involves the formulation of ideas. Managers understand
abstract relationships, develop ideas, and solve problems creatively. Thus technical skill deals with things,
human skill concerns people, and conceptual skill has to do with ideas.
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Managerial Functions

Managers work in a dynamic environment and must anticipate and adapt to challenges. They create and
maintain an internal environment, commonly called the organization, so that others can work efficiently
in it. Management operates through various functions. The job of every management involves what is
known as the functions of management: planning, organizing, and controlling.
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Planning

Leaders are proactive. They make changes happen instead of reaction to changes. Planning refers to
deciding what needs to happen in the future (today, next week, next month, next year, over the next five
years, etc.) and generating plans for action. Every organization must plan for change in order to reach its
ultimate goal. Effective planning helps organization adapt to change by identifying opportunities and
avoiding problems.
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Organizing

Organizing means making optimum use of the resources required enabling the successful carrying out the
plans. A 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 function is to make the best use of organization’s resources to
achieve organizational goals. Organizational structure is the formal decision —making framework by
which tasks are divided, grouped, and coordinated.
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Directing

Directing or leading (motivating) tries to exhibit skills in these areas for getting others to play and
effective part in achieving plans. Think of this part like conducting and orchestra. Everyone in the
orchestra has the music sheet in from of him or her. They know which section is playing which piece and
when. They know when to come in, what to play, and when to stop again. The conductor cues each
section to make the music happen. This is similar to the managers’ job of leading. Managers have given
all musicians (workers), and the music sheet (the plan). They have the right number of musicians
(workers) in each section (department), and have arranged the sections on stage so the music will sound
best.
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Controlling

Controlling or monitoring means checking progress against plans, which may need modification based on
feedback. At least two perspectives on role of control exist:

1. Top management expects to control everything, making all decisions, while middle and
lower managers implement decisions, and production workers operate only as instructed.

2. Top management does not decide the “right” way to do something, and lower-level shifts
become involved in decision-making processes.

Management Information System

Management Information System (MIS) is a subset of the overall internal controls of a business covering
the application of people, documents, technologies, and procedures by management accountants to solve
business problems such as costing a product, service or a business-wide strategy. Management
Information Systems are distinct from regular information systems in that they are used to analyze other
information systems applied in operational activities in the organization. The terms MIS and information
system are often confused. Information systems include systems that are not intended for decision
making.

MIS is sometimes referred to, in a restrictive sense, as information technology management. That area of
study should not be confused with computer science. It service management is a practitioner-focused
discipline. MIS Has also some differences with Enterprise Resource Planning (ERP) as ERP incorporated
elements that are not necessarily focused on decision support.

Accounting Information System

An accounting information system (AIS) is the system of records kept by a business in order to maintain
its accounting system. This includes the purchase, sales, and other financial processes of the business. The
purpose of AlS is to accumulate data and to provide decision makers (investors, creditors, and managers)
with information to make decision. While this was previously a paper-based process, most modern
businesses now use software.



