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BEFORE YOU BEGIN . oL
R - Consult the Resource Guide for instructions if this is your first PACE unit.

)

2. Read the Unit (lhmohveq on the fronteover If you think yeu can meegtheseebaectwes now; -
consult your mstructor ' .

-

3. These objectives were met at Levels 1.and 2: AU

.Level 1-

Explain the role of management in operatin'g a business ke

List the steps involved“'in the decision-making process ' ’ R

Defme and explain the functions gf management
Identxfy rewards.and problems of the management role

Ilevel 2-

® -

’

.Use the decision-making process.to make business decisions .
3 . ' 2 s

Identify steps in the planning process

Identify organizational tools for a small business E .~

Identify time management techniques ~

-

If you feel unsure about any of these topics, ask your instructor for materials to review them.

4. Look for these Business terms as you read this umt If you need help with their meanings,

turn to the Glossary in the Resource Guide. _ '
direct supervisor stage - ' . .

line and staff organization -
line organization : - :
Jlong-term plan '
short-term plan B .
supervised- -supervisors stage

¢




 WHAT IS THIS UNIT ABOUT?

-

WHAT KIND OF WORK DOES A
, MANAGER DO?

MANAGIN G THE BUSINESS

¢

Good management is the key to success for any business. Such success
will depend on your ability to develop or improve your own
management skills.

2

The purpose of this unit is to give you a éetailed overview of the,
management process. You will learn about the responsibilities of the

. manager of a business. You will also learn how to apply decision-

-making skills to planning, organizing, and controlling functions.

CONTROLLING FUNCTIONS :

- s ”
\ 1 .
.

PLANNING<=—— —— ORGANIZING

You will develop long- and short-term goals for your business;

" organize facilities, workers, and materials; and develop control

procedures to find out if your business has reached its goals and
objectives. - . .

A manager’s _]ob is built around the processes of plannmg, orgamzmg,
directing, and controlling. At the heart of a manager’s activities, -
however, is decision making: a basic skill that all entrepreneurs must
possess. These functions are usually so interrelated that it is difficult

to separate them. For example, while planning a project, you are also .
considering how to organize, direct, control, and evaluate it. However,
each function will be examined individually in this unit. Mastering
these processes is a v1tally important part-of becommg a successful

marjger. - S .

.

, -
Most experienced managers would not attempt to solve problems with ’

limited amounts of information. Besides gathering as much
information as possible, they would also follow a‘logical de01s10n-
makihg process to select the best solution. Use of this process ensures
that a number of possible solutions are identified and that only the
beést ones are considered for final selection. A loglcal declsxon-makmg
process. is based on these steps: )

e Identifying the problem

* ® Defining alternative solutions




t . Gathering facts about the alternatives -

e Evaluating alternatives to select the best one ’ |

e Formulating a plan of action . . .
R et

o An entrepreneur should use this decmon-makmg process while ;

' performing’ all management functlons . |
l

e

WHAT'S INVOLVED INTHE  Planning can take place at many different levels: the master plan or
long-term plan; the short-term plan; special events planning; and

”  PLANNING FUNCTION?
. crisis plannipg. The manager is responsible for planning at all levels

WHAT IS THE MASTER PLAN?  The most important plan for any business is the master or long-term
‘ plan. This plan, which you and other responsible employees prepare,

sets the firm’s goals or objectives. To be effective at master planning, :
you should possess certain characterisggs. You must be— . ‘

® able to see the situatfon as a whole,

e capable of dividing the whoie.into workable parts,

® objective'and analytical, ‘
"+ e ableto wor.k with the unknown,

® able to avoid getting mired in details.

ABLE TOSEE awA—ﬁoD
ﬂ AS A WOyoLE

CAPABLE 6F DIVIDING

| ABLE TOwoRE. & —>
WITH THE (UL - mmf /m%uwuwéua
, | _ . ABLE TO Ava/D . '
. o CETTING MIEED /1)
De™ILy

' Master planning is usually very comprehensive. Once the goals and
objectives are established, plans must be formalized-fer-them. Most
master plans mclude goals or objectives in the following areas:

rd

° Fmance

-

- . ® Personnel

’ ‘ "e Customer and public }elatlons :

Y ’ . \\,,, /
: o Advertlsmg ce ) .
i 4 %
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e Accounting

o Production .

o C(Credit ‘ . . : ‘ ’

° Purchasmg and mventory control

.

® Sales ‘ -

®° Profit

® Legal issues 5

-

- _ e Security’
A formalized master plg.n has many ad\iantages for a business. Most

. importantly, the plan helps the company grow in"the directionyou
intend it to grow. The plan outlines the general action to be taken to
reach your goals. Of course, as you develop these goals, you must
take stock of your company’s situation, its strengths and weaknesses,
and the changes needed to get the firm where you want it to be.
While doing this, you can also get a good idea of future needs such as
new employees new facilities, and new machinery. Master plans help
put the pxeces of the busmess puzzle together.

WHAT ARE SHOEL‘-TEhM After the master or long—term plan is prepared, short-term plans may
PLANS? be made. Short-term plans are the goals that must be accomplished
in order to achieve the master plan. Short-term plans are based on
the master plan. Usually these goals are accomphshed in days, weeks,
or months; the long-term plan may require ‘several monthsor a year
or more.

¢

Short-term planning is essential to the success of the small business.
Through short-term planning, managers can deal with problems that

could not be anticipated when the master'plan was set. They can try

new alternatives and get immediate feedback to see how plans are

working. Short-term plannmg forms the backbone for day-to-day -~
operatxons .

WHAT ARE OTHER TYPES OF , Specz'al event planning is quite similar to other methods of planning, _
PLANNING?  except that it is apart from the everyday business routine. The key to L
special event planning is integrating it with other work that must
be done. Do not let the special event become so important that it
_disturbs other nefessary business activities.

’

Good planning techn s should eliminate daily or weekly.crises.

But even with good planning yoy’ll have to do some crisis planning to -
handle a crisis situation. When a erisis decision has to be, made the
following guxdelmes might helpi -

v \ . ® Get into a relaxed state of mind .

\ o Focus on the logical outcomes of different solutions
a . ‘-\ , .

-
3




HOW IMPORTANT IS IT TO
GATHER INFORMATION FOR
* PLANNING?

WHAT IS INVOLVED IN
ORGANIZING?

HOW MANY FORMS CAN AN
ORGANIZATION TAKE?

A}
HOW EAN THE BUSINESS BE
ORGANIZED EFFECTIVELY?

*

e Don't put off making the deeision

e Act decisively once you reach a decisi9n

a

e Don't be afraid of failure

Both crisis planning and special event planning supplement your
business’s long-teym plans. )

. Often you will need special information before you can finalize a plan.

Research can supply you with the needed data, Research information
about the market or other areas can be gathered in a number of -
ways. .

You can hire someone to collect the data or doiit yourself. The main
concern is that the data be accurate and reliable. Sometimes you can
get nee¥ed data from community sources such as eredit agencies and
banks, county clark’s offices, U.S. Census reports, published market
analyses, trade a%rsocxatxons, and general economic base studies. If the
desired informdtion is not available, you may have to organize a
research study. For example, if you wanted to know where the’
majority of prospective customers were located, data could be
collected by analyzing all previous orders to determine your
customers’ addresses or by surveying each customer to determme
their area of residence.

L4

Organizing K exactly what it says—organizing the business so it

y operates effectively and efficiently. It involves setting up a structure

that will give order to the tasks a busmess must conduct to achieve its
objectives.

The organizing function is required to define,/éroup, and assign
responsibility to others. This divides the work load among employees.
Organizing the work of a.small business is a necessity if personnel,
équipment, and supplies are to be in the right place at the right time.
To organize work well, you must group tasks to be done into
individual jobs. You must also define how one job relates to another.

The sizef your business will probably dictate the type of

‘organizational form you choose. Most small businesses begin at the

direct supervzszon stage. At this stage, the ofvner/manager directly .
SuperVJSES all the work done by all employees. But, as a company
grows, it will probably become impossible for an 6wner/manager to
supervise all employees directly. The owner/manager will have to
delegate the responsibility of supervision to other capable employees
who become managers. Stage two is the supervised supervisors’ stage.
In this stage, an owner manages a number of supervisors who, in
turn, direct the work of other employees.

The following g'uldellnes will help you as you organlze the work in’
your business.
o Organ ize work into jobs based on corporate goals
= ’ ]




e Place one supervisor at the top
® Define authorlty clearly ‘ . '
® Advocate decision making at the lowest posmble level,

v  When developing an orgariizational structure for your business,
remember- that each business varies. The work of some types of
businesses may fluctuate almost.daily. Even though activities are
different for each type of business, some basic degree of organization

. must ex1sb ) . "

For example a flower shop would pr65ab1y have to conduct all the
following activities:

¢

¢ Buying flowers
~ @ Caring for the flowers
, ® Operating and maintaining equipmeﬁt in the store -
e~ Cutting flowers ' 0
e Making d'isplays or 'arrangements
* ® Making sales
o Delivering work
e Handling store maintenance
e Handling flowers by wire | ,
. - ® Keeping rgcords
e Advertising \ o . e y
e Hiring and training.employees
L Haﬁdling telephoﬁgxséles
.~ ® Pricing merchandise '. |
® ‘Monitoring in(ze,n‘tory -
ARE THERESTEPSTOFOLLOW  How would you go about organizing the work of the flower shop? The
, IN ORGANIZING?  organizing function of management, like planmng functions, has
some rather well-defined steps. Whgn organizing, you must—
/ . ° detgf'mine the activities necessary t‘oicarry out t})e plans,
< e define the activities and classify the operations,

‘e group the activities to'éain the best utilization of resources,




_HOW CAN YOU ORGANIZE

YOUR BUSINESS?

N

+ \

-

/

® develop authority and direction channels for each group,

‘® bring the groups together to a common focal pomt—that of
. achlevmg a certain goal or objective.

L ’

Figure 1 orr the next page is an example of how these orgamzmg
steps might be applied. Assume there are ten activities that must be
completed. When organizing, you would define each activity, group *
similar act1v1t1es, and assign responsibility and authority. In addition
to organizing the work, there are many activities required to help
businesses to reach their goals. Obviously, it would be impossibje for
one person to do all the the tasks required to operate their business.

o

4
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Therefore, responsibility and authorlty must be delegatec{ so that all
the, work gets done. -

Most businesses use two principal types of internal ofgarﬁzatmn
structures. These are (1) line organization and (2) line and. staff
orgamzatlon ) Y <o

A lme orgamzatzon means that all authority and responsibility may

be traced in a direct line from the owner down to the person at the

lowest level in the company. Under this form of orgamzatlon each
ployee is responsible to only one superior, whoé in turn is

re ponsxble to someone else. .

A 'ltne and staff organization is used by businesses that handle either
large amounts of work or work of a complex nature. The result is
that line personnel may not be skilled in all the spécialities 6f those
they supervise. To solve this problem, staff specialists (advisors) are
added to give ice and assistance. However, the role of staff
personnel is only to give assistance. They do not have authority over
line personnel. On an organizational chart, staff personnel are usually
1ndwated by broken or dotted lines.

3
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ORGANIZATION OF ACTIVITIES

I' l’ . Ay Y
: . . : . ‘ 0,

- Ten  Activities —1°
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_ Direct Toward the | Oyvner/Ma‘nager . Manager/Owner| .
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HOW DOES DIRECTING FIT IN?

Directing is supervising the efforts of your employees. To be -
__successful in directing, you must communicate well. Expectations'and

_specific work procedures nrust be explainéd to employees.if you

expect them to meet your business goals.

The following questions will help you evaluate your typxcal

: commumcatlon strateg'y

.

Do you decide what the message is before you begm to deliver
it? :

147
«

Do you decide what medium would communicate the message

most effectively to your employees? /-
. : o /

Do you take into account the values and backgrounds of your

employees and phrase the message so they will understand 'it?

Are you aware of the mental and physical state of emponees
when you.communicate? -

Do you think through the timing, sequence of thought, locale,
and style of the message? /

Do you ask questions to make sure employees u/nderstand the
commumcatxon" '

*

Do you follow up on whatever action you mdxcated in the
communication?

If you do all these things when you communicate important messages,
you are an effective communicator. If not, the above guidelines will

‘assist you gext time you need to give a message to your employees.

important part of the organizabior. Each employee wants to know, -
.“What’s in it for me?” Basically, most of us are interested in our own

> welfare first. Loyalty comes a?out when employees see themselves as
e firpyan

important persons within ¢

W&company needs

~




WHAT IS INVOLVED Ili
CONTROLLING

4

A

WHAT CONTROL DEVICES ARE
~ AVAILABLE?

control system can provide thls information.

~

H

,their COﬂtI‘lbuthﬂS You should recogmze&h employee as a total -
"person. Company morale will be higher when this js done. Another

result will be more effective and efficient*employees. (See the unit on
Managing Human Resources for a more detailed discussion of this
management functlon) .- R ' .
Controllmg is actually guxdmg a business to, achieve 1ts goals.
Controlhng devices, therefore, are designed to tell managers when the

" business is deviating from its chosen objectives. The manager is the

person who takes action to get the business back “on course.”

The control process involves three basic activities (1) establlshmg
standards (the planning’process), (2) comparing performance against
these standards and (3) taking corrective-action if needed.

As the owner/manager of a business you can employ several control
measures. First, you will need to conmipdre your present results to the,
standards that were in the planning process. You can make . .
comparisons between planned budgets and dctual budgets, as well as
between planned schedules and actual schedules. Such comparisons
will allow you to determine if your planning has been successful Ka

- But whatever control system you 1nst1t1ﬂ‘,'e it must prov1de timely

feedback. Problems must be identified before it's too late. A g'ood/7

-

N

As the owner/manager of a buslness your success will depend on how
well you apply decision-making skills to planning, organizing,

: d1rectmg, and controlling your business activities. Good management

is the key to business success, and remember—jyour success will

.depend on developlng and improving your own management skllls

1
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ACTIVITIES

-

INDIVIDUAL ACTIVITY

GROUP ACTIVITY

CASE STUDY

Do you feel knowledgeable about what it takes to design the

.components of a small business management plan? Will you. be able to

put some of these skljls info practice? The following activities will
help you experience some o£ the real-life 31tuatlons of entrepreneurs.

Get a copy of a management plan form from your instructor. Then,
for a business of your choice, develop the followmg components of a
management plan: 3 . -

1. Establish long—term and short-term goals and ob)ectlves for
thls business for a one-year perlod Be specific.

2. Locate or design any prlannlng forms this busmess w1ll need
(for example, budgets or schedules). Establish any standards
that will be needed to determine if goals and objectives have-
been attained.

3. Determine the number and types of employees the busmess .
will need. Briefly describe the duties and responsibilities of

% each.job. Draw an organization chart that w1ll represent the

internal orggnization of this business. -

4. Establish control procedures for this business. In other words,-

how will you determine if your busmess s goals-and obJectlves
have been reached?

+

Have three other people study the management plan you have
" designed for your business. Ask them to make suggestions. Are there

areas you haven't adequately covered? Are your goals and objectives
realistic? Can you determine when they have been reached" Make any
changes you feel are needed in your plan. -

~

v

Jake owns a business that sells men’s clothing. He employs two
assistant managers, four salespersons, and two stock clerks. An
assistant manager,#wo salespersons and one stock clerk usually work
each shift. '

-

A few of his goals and dbjectives for the year include:

1. Increase sales _*

2. Keep customefs happy

" 3. Reduce employee absentegism by 100 percent
4. Improve.employee productivity

Jake set up the following organization plan for his firm: ‘

s

Jake .
[ ¥
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. : ’ 1. Are there problems with the goals and objectives that Jake
has established? Explain. Rewrite any that you feel are-
, ! Jnadequate. ")
: 2. Are there problems with the organization chart that Jake has
: chosen? Explain. A !
+ 3. What control devices can Jake use to determine if his stated
goals arid objectives have been reached? What control devices

can be used to determine if the goals you-have rewritten have
been attained? -

v . “
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ASSESSMENT Directions: Read the following assessment questions to check your ..~

,. own knowléedge of the information in this PACE unit. When you feel
R "prepared, ask your mstructor to assess your competency.
: \ ‘ u1. Explain why decx§lon makmg is mtegral to all management
5 ' functions. . ¢
- ¢ 2. Explain what master planning involves. Provide examples of
items that are included on a master plan.  ° N
. 8. Discuss the difference between line orgamzatxons and line
. . and staff organizations.
4. Identify- two elements.of effective directing. )
. s
5. Identify three basic activities of the control process. .
(\ ’ , .
<
‘ *
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For further information, consult the lists of addltlonal sources in the
Resource Guide.
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Unit1. Understandiné tﬁe Nature of Small Business
- ‘ Unit2. Determining Your Potential as an Entrepreneur.
v Unit3. Developing the Business Plan ‘
 Unit4. Obtaining Technical Assistance
" Units. Choosing the Type of (‘)wﬁership
“Unit6. Planning the Marketing Strategy k / . -
Unit7.’ Locating tﬂr;e Business . \
Unit8. Financing the. Business
UnitS. Dealing with Le‘gal Issues - o
Unit10. Complying with Government Regul_ati‘:zqs ‘ o

" } DD Unit11. Managing the Business

Unit 12. Managing Human Resources
e Unit'13. Premoting the Business
Unit 14. Managing Sales. Efforts
Unit15. Keeping the Business Records ‘ -
"Unit 16. Managing the Finances
Unit17. Managing Customer Credit and Collections
Unit 18. Protecting the Business
Resource Guide :
‘lnstf'uctors' Guide‘ (_\
Units on the above entrepreneﬁshlp top1cs are avallable at the follownng three Ievels
o Level 1 helps you understand the creation and operatlon of a business

"o Level 2 prepares you to plan for a business in your future
e Level 3 guides you in starting and managing your own business
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