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OVERVIEW OF MANAGEMENT 1.



DEFINING AND EXPLAINING MANAGEMENT



It is important to point out that because of the complex nature of the subject matter, there is no single definition which is able to contain its meaning. It will, therefore, be necessary to examine a number of definitions offered by some authors and try to identify the common thread that runs through them. I hope in this way you will be able to appreciate the meaning of management better. MANAGEMENT DEFINED The meaning of management has been expressed in a number of different ways. Because the subject is extensive, a comprehensive definition of it involves certain difficulties. To provide a background of the meaning of management, it is important that we take a look at some definitions from various authors. According to Follet:” Management is the art of getting things done through people” In the view of Appley (1981) “Management is the accomplishment of results through the efforts of other people.” Hill and McShane (2008) define management as “the art of getting things done through people in organizations”. These definitions are very simple and concise. Other authors have given elaborate definitions of management. Some are as follows: TERRY (1994): Management is a distinct process, consisting of planning, organizing, directing and controlling performed to determine and accomplish objectives by the use of people and other resources. According to ROBBINS (2003): The term management refers to the process of getting things done effectively and efficiently, through people. In KREITNER’S (2000) view Management is the process of working with and through others to achieve organizational objectives in a changing environment. Page 1



According to RUE & BYERS Management is the process of deciding how best to use business resources to produce goods and provide services. GRIFFEN (2000) points out that: Management is a set of activities (including planning and decision making, leading, and controlling) directed at organizational resources (human, financial, physical and information) with the aim of achieving organizational goals in an efficient and effective manner. According to DAFT AND MARCIC (1998): Management is the attainment of organizational goals in an effective and efficient manner through planning, organizing, leading and controlling organizational resources.



Authorities in the field agree that no definition of management is able to contain its meaning singularly. However certain features emerge from these definitions when examined together. 



Management is an effort to seek organizational goals.







Management involves achieving these goals through people and other resources.







The job of management is performed through people.







Management is the process whereby managers perform the functions of planning, organizing, directing and controlling to achieve stated goals.







Consideration of an objective, either specifically stated or implied is a requisite of management.







Management is a unifying force. It integrates human and other resources to achieve desired objectives.







It seeks to maximize the use of resource in relation to the desired results.







It is universal in character. Its principles are equally applicable in all fields: business, industry, education and government.
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All these observations resolve to the statement that management concerns determining objectives and achieving them with a group of people and other resources through the process of planning, organizing, directing and controlling. Examining the definitions further, it seems reasonable to state that management deals with the achievement of something specific. Also the success of management is commonly considered the extent to which the predetermined objective is achieved. Key words common to the definitions above and many more not cited include goals, objectives, resources, effectiveness and efficiency Let‟s look at these one after the other. GOALS AND OBJECTIVES Goals are desired outcome for individuals, groups or entire organizations. All organizations establish a variety of goals and direct their energies and resources to achieving them. A profit-oriented business, for example, might have a return-on investment goal; a hospital would have goals centred on patient care; an educational institution would establish goals for teaching, research and community service. Goals and objectives are sometimes used interchangeably. However there is a distinction between the two. Objectives are specific statements about anticipated end-results of an activity. Objectives are defined by the organization‟s goals. For example the goal of a University may be to increase the number of students. The objective would be to increase the number of incoming students by say 5 per cent. Objectives also determine how goals will be achieved. Similarly if the goal is to increase sales, the specific objective might be to increase sales by 10% in the first year. RESOURCES All organizations use resources – human and non-human to meet organizational goals. Human resources are the people who work for an organization. The skills they possess and their knowledge of the work system are invaluable to managers. Human resources include managerial talent and labour. The human resource of an organization consists of its employees described in terms of their training, experience, judgment, intelligence, relationships and insight. Together these are known as the organization‟s human capital resources. Page 3



NON-HUMAN RESOURCES These Include financial, physical and information.  Financial or monetary resources are the resources used by organizations to finance both on-going and long-term operations.  Physical resources include raw materials, office and production facilities and equipment. An organization‟s physical resources include the technology it uses, its plant and equipment, its geographical location, and its access to raw materials.  Information resources are useable data needed to make effective decisions. Management is the force that unifies these resources. It is the process of bringing resources together and coordinating them to help the organization attain its goals. In order to achieve desired goals resources must be mobilized and combined in the most efficient and effective manner. In this way organizational performance is enhanced. EFFICIENCY AND EFFECTIVENESS Peter Drucker, the noted management writer and consultant points out that performance achieved through management is actually made up of two important dimensions: effectiveness and efficiency. In other words organizational performance is a measure of how effectively or efficiently managers use resources to satisfy customers and achieve organizational goals. EFFECTIVENESS refers to the achievement of the organization‟s goals. It is the ability to choose appropriate goals and achieve them. Effectiveness means doing the right things to help the organization attain its goals. It involves making the right decisions and successfully implementing them. Thus if the goal of an organization is to please its customers it is effective when it designs products customers will like. For example an organization is considered ineffective if it keeps producing black and white television sets when colour televisions have become popular. EFFICIENCY means doing things right. It is an input-output relationship; in other words efficiency is based on how much raw material, money and people are necessary for producing a given volume of output. It can be Page 4



calculated as the amount of resources used to produce a product or service. It refers to the minimal use of resources. If you get more output for a given input you have increased efficiency. You also increase efficiency if you get the same output from fewer resources. By efficiency is meant using resources wisely in a cost-effective way.



CLASSIFYING MANAGERS Let me begin by first looking at who managers are. DuBrin (2003) defines a manager “as a person responsible for the work performance of group members …. A manager holds formal authority and commits organizational resources even if the approval of others is required”. The term manager is a broad one. It includes managers of small businesses and chief executive officers of multinational corporations, plant managers and first-line production supervisors, generalists and specialists. Managers are also found in non-profit organizations, such as government and religious agencies, and volunteer service and trade associations. DuBrin (2003) classifies managers as functional or general. FUNCTIONAL MANAGERS ; they supervise the work of employees who perform specialized duties such as accounting, engineering, marketing, human resource and information systems. All these functions are necessary to the success of the organization. An example of functional manager is the head of the salaries department in the organization for which you work. While the head of this department does not determine employees‟ wages he is responsible for the efficient performance of the staff under his supervision. GENERAL MANAGERS There are responsible for the work of several different groups that perform a variety of functions. They supervise the overall operations of a more complex unit such as a company or a division. General managers hold functional managers accountable for their specialized areas and usually coordinate two or more departments. The job title “plant general manager” is an example a general manager. Reporting to the plant general manager are various departments engaged in both specialized and general work such as plant manufacturing, plant engineering, labour relations, quality control, safety and information systems. (DuBrin: 2003) Page 5



LEVELS OF MANAGEMENT Managers are also classified by their position on to the organizational hierarchy: top level managers, middle level managers and lower level managers. The pyramid in Figure 2.1 illustrates progressively fewer employees at the highest managerial level. The largest number of people is at the bottom of the organizational level. TOP-LEVEL MANAGERS Top-level managers are empowered to make major decisions affecting the present and the future state of the organization. Only a top-level manager, for example, would have the authority to purchase another company, introduce a new product line, or hire hundreds of employees. Top-level managers are the people who give the organization its general direction; they decide where the organization is going and how it will get there. The terms executive and top-level manager can be used interchangeably.
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Typical titles of top managers include chief operating officer (CDD), chief executive officer (CEO), managing director, (MD) chairman, and executive director. Top managers often represent their organizations in community affairs, business deals and government negotiations. They spend most of their time talking with other top managers in the company, people outside the company, and to a lesser extent, middle mangers and other subordinates MIDDLE-LEVEL MANAGERS These are managers who are neither executives nor first-level supervisors, but who serve as a link between upper and lower management. As an organization grows and becomes more complex, so do its problems. Management must focus on coordinating employee activities, determining which products or services to provide, and deciding how to market these products or services to customers. Such are the problems that middle managers deal with. They receive broad, overall strategies and policies from top managers and then translate them into specific objectives and programmes for first-line managers to implement. Authorities have noted that “middle managers often spend about 80 percent of their time talking on the phone, attending committee meetings, and preparing reports”. They coordinate activities in the organization by disseminating information to upper and lower level management. Other important tasks for many middlelevel managers include helping the company undertake profitable new ventures and finding creative ways to reach goals. Quite often the middlelevel managers conduct research to gather ideas about market trends and improving work methods. FIRST-LEVEL MANAGERS Managers supervise people who do the organization‟s production work, are referred to as first-level managers, lower level managers or supervisors. First-line managers are directly responsible for the production of goods and services. These managers are variously called section chief, lead person, supervisor or foreman. Page 7



To understand the work performed by first-level managers, reflect on your first job. Like most employees in entry-level positions, you probably reported to a first-level manager, service station manager, maintenance supervisor, or department manager. Supervisors help shape the attitudes of new employees toward the firm. It is believed that newcomers who like and respect their first level manager tend to stay with the organization longer. Conversely, new workers who dislike and disrespect their first supervisor tend to leave the organization early. This level of management is the link between top and middle managers and non managers. However, first-line managers spend little time with higher management and people from other organizations. Most of their time is spent with the workers. First-line mangers often lead hectic, interrupted work lives, as they communicate and solve problems within their own work areas. They work at where the action is.



MANAGERIAL FUNCTIONS, ROLES AND SKILLS We have already noted that managers are responsible for combining and using organizational resources to ensure that their organizations achieve their purposes. To this end they must perform certain fundamental functions and roles. Above all they must possess the necessary skills which will enable them perform efficiently. We now examine the functions and roles management perform in organizations and the skills they require to be able to cope effectively with their duties.



THE FUNCTIONS OF MANAGEMENT Management literature identify four basic functions of management: planning, organizing, leading and controlling. Let‟s examine each one after the other. We begin with planning. PLANNING Planning is considered the central function of management. Whatever a manager does involves planning. Certo (2003) defines planning as “…choosing tasks that must be performed to attain organizational goals, outlining how the tasks must be performed, and indication when they should be performed. …plans focus on how to attain organizational goals. An organization must plan in order to define its objectives and establish procedures to achieve them. It is considered a “dynamic process of making decisions today about future actions”. Page 8



In planning, a manager looks to the future, saying, “Here is what we want to achieve, and here is how we are going to do it.” The outcome of planning is strategy, a course of action including specification of resources required to achieve a specific objective. It involves deciding what to do, when, and how. In this sense decision making is part of the planning process and involves selecting a course of action from a set of alternatives. The importance of planning expands as it contributes heavily to performing the other management functions. For example, managers must make plans to do an effective job of staffing for the organization. Planning will be discussed extensively in unit 3. ORGANIZING According to Certo (2003) “organizing is the process of establishing orderly uses for all resources with the management system” The organizing process ensures that the necessary human and physical resources are available to carry out a plan and achieve organizational goals. It is the activity of gathering and arranging the resources including people, money, material, machinery, to perform the planned activities. Organizing also involves assigning activities, dividing work into specific jobs and tasks, and specifying who has the authority to accomplish certain tasks. Another major aspect of organizing is grouping activities into departments or some other logical subdivision. Thus managers must have the ability to decide what type of organization will be needed to accomplish a given set of objectives, what tasks are to be done, who is to do them, how the tasks are to be grouped and who reports to whom and at what level decisions are made. This process produces the basic structure or framework of the organization. The outcome of organizing then is the organization structure – a formal system of task and reporting relationships that coordinates and motivates organizational members so that they work together to achieve organizational goals. Briefly the function of organizing does the following: 



Establishes authority and reporting relationships
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Divides work, designs jobs and establishes methods of performing a job







Provides work process flow and







Coordinates information and feedback systems within organizations. LEADING



Leading means influencing others to achieve organizational objectives. As a result, it involves energizing, directing, persuading others and creating a vision. The activity of leading involves working directly with people. This function is called by various names, including directing, motivating, actuating . But whatever the name used to identify it, this function involves getting the members of the organization to perform in ways that will help it achieve its objectives. In this sense leadership involves dozens of interpersonal processes: motivating, communicating, coaching and showing group members how they can reach their goals. Leadership is such a key component of managerial work that management is sometimes seen as accomplishing results through people. The leadership aspect of management focuses on inspiring people and bringing about change, whereas the other three functions focus more on maintaining system. Section 5 is devoted to the leading function. CONTROLLING Controlling generally involves, “comparing actual performance to a predetermined standard”. It is the process of ensuring that the activities are being carried out as planned and the activities are leading to the expected results. The Controlling function of management involves three elements – establishing standards of performance; measuring current performance and comparing it against the established standards and taking measures to correct performance that does not meet those standards. Any significant difference between actual and desired performance would prompt a manager to take corrective action. He or she might, for example, increase advertising to boost lower-than-anticipated sales. The control function may point out errors that have to be corrected, or the need for altering the plan or the objectives. Thus the controlling function sometimes causes a manager to Page 10



return to the planning function temporarily to fine-tune the original plan. Controlling as a management function is discussed in Unit 6. RELATIONSHIP AMONG THE FUNCTIONS In practice the four fundamental functions of management are unavoidably interrelated; the performance of one function does not cease entirely before the next is started. Note also that the functions are not carried out in any particular sequence but as the situation being considered seem to require. The sequence must be suited to the particular objective or for the particular project. In the long run greater emphasis is placed on some functions than others. However it is important to point out some functions must necessarily be performed before others can be put into action. For instance, to effectively perform the function of directing requires that persons have been assigned duties which they must perform and complete. Likewise controlling can never be exercised in a vacuum. There must be something to control. There is planning involved in the work of organizing, of directing and of controlling. Likewise the elements of organizing are employed in effective planning directing and controlling. Each fundamental function of management affects the others and they are all initially related to form the management process. All managers at all levels perform all four managerial functions. However, generally speaking there is a tendency for planning and organizing to be relatively most important at higher management levels and directing and controlling to occupy relatively major importance at the lower management level. MANAGERIAL ROLES Following Henry Mintzberg, Hellregel and Slocum Jr. agree that the manager‟s job consists of ten most common roles. Each of the roles can be placed in one of three categories as follows: Interpersonal, Informational and Decisional. INTERPERSONAL ROLES: Figurehead, Leadership and Liaison Roles Interpersonal roles, which arise directly from a manager‟s formal authority, involve interpersonal relationship. In the FIGUREHEAD ROLE the manager represents the organization at ceremonial and symbolic functions. It is the most basic and the simplest of all managerial roles. The chief executive who greets a visiting dignitary, the Page 11



supervisor who attends the wedding of the machine operator, the sales manager who takes an important customer to lunch-all are performing ceremonial duties important to the organization‟s image and success. While these duties may not seem important, they are expected of managers. They symbolize management‟s concern for employees, customers, and the community. THE LEADERSHIP ROLE involves responsibility for directing and coordinating the activities of subordinates in order to accomplish organizational objectives. Some aspects of the leadership role have to do with staffing: hiring, promoting, firing. Other aspects involve motivating subordinates to meet the organization‟s needs. Still other aspects relate to creating a vision that company employees can identify with. The LIAISON ROLE refers to dealing with members of a board of directors and people outside the organization such as clients, government officials, customers, and suppliers. In the liaison role, the manager seeks support from people who can affect the organization‟s success.



INFORMATIONAL ROLES: monitor, disseminator, spokesman. Managers build networks of contacts for sharing information. Because of these contacts, managers emerge as the Page 12



nerve centers of their organizations. Many contacts made while performing figurehead and liaison roles give managers access to a great deal of important information. Three roles: monitor, disseminator, and spokesperson – describe the informational aspects of managerial work. The MONITOR ROLE involves looking out for information, receiving, and screening information. Managers scan their environment for information that may affect their organization. It is noted that much of the information received is oral, from gossip and hearsay, as well as formal meetings. So it is important for managers to evaluate and decide whether to use information they receive. In the DISSEMINATOR ROLE the manager shares information with subordinates and other members of the organization. Sometimes the manger passes along information to certain subordinates who would not ordinarily have access to it and who can be trusted not to let it go further. Finally, in the SPOKESPERSON ROLE, managers transmit information to others, especially those outside the organization, as the official position of the company. Decisional Roles:



entrepreneurial, disturbance, resource allocator. Managers use information to make decisions about when and how to commit their organization to new objectives and actions. Decisional roles are perhaps the most important of the three categories of roles. As entrepreneurs, disturbances handlers, allocators of resources, and negotiators, managers are the core of the organization‟s decision-making system. The ENTREPRENEURIAL ROLE involves designing and initiating planned change in order to improve the organization‟s position. Managers play this role when they initiate new projects, launch a survey, test a new market, or enter a new business. Managers play the DISTURBANCE-HANDLER role when dealing with problems and changes beyond their immediate control. Typical problems include strikes by labour, bankruptcy of major suppliers, or breaking of contracts by customers. The RESOURCE-ALLOCATOR ROLE involves choosing among competing demands for money, equipment, personnel, and others‟ demands on a manager‟s time. For instance the manager decides what portion of the budget should he earmark for advertising and what portion for improving an existing product line. Page 13



Closely linked to the resource-allocator role is the negotiator role. In this role managers meet and discuss their differences with individuals or groups for the purpose of reaching an agreement. Negotiations are an integral part of manager‟s job. MANAGERIAL SKILLS The skills required of managers at different levels of the organizational hierarchy vary just as their responsibilities vary. Below are some of the skills managers require. TECHNICAL SKILLS Technical skills are the specialized knowledge and abilities that can be applied to specific tasks. Technical skills involve the ability to apply specific methods, procedures, and techniques in a specialized field. For example a production supervisor in a manufacturing plant must know the processes used to be able to physically perform the tasks he or she supervises. Information systems supervisor must have specialized knowledge about the computers and the software used in the organization. Normally technical skills are important at lower levels of management and much less important at upper levels. Technical skills are important at lower levels of management because supervisors must train their subordinates in the proper use of work-related tools machines and equipment. INTERPERSONAL SKILLS include the ability to lead, motivate, manage conflict, and work with others. Whereas technical skills emphasize working with things, techniques or physical objects, interpersonal skills focus on working with people. The skills which manager need include the ability to communicate effectively. The most important resource in any organization is its human resource: people. Thus interpersonal skills are a vital part of every manager‟s job, regardless of level or function. CONCEPTUAL SKILLS involve the ability to view the organization from a broad perspective and to see the interrelationships among its components. The manager must understand how the organization‟s various parts and functions depend on each other and thus how changes in one area can affect other areas. The manager uses conceptual skills to diagnose and assess different types of management problems. Conceptual skills are the most important in strategic/long term planning and therefore they are more important to top level managers than to middle level managers and supervisors. Page 14



Summary  There are three levels of management otherwise known as the management hierarchy. These are first lower level management, middle level management and upper level or top management.  Managers at whatever level perform four fundamental functions of management namely planning, organizing ,directing and controlling.  Managers perform seventeen roles categorized under interpersonal, informational and decisional roles.  Functions and roles are not mutually exclusive. Managers perform their functions while playing one or more roles in the organization.  The three basic types of managerial skills are technical, interpersonal, and conceptual,  Technical skills are most important to lower level managers because they have to deal with specific levels of production. Interpersonal skills are important at all levels of management because managing is the process of getting things done through other people. Conceptual skills are important to top managers because they have to think in more abstract terms.



ORGANIZATIONS I will like to introduce this section with a statement alluded to Kreitner. “Organizations are ever present feature of society. As we go about our normal business of living, we are surrounded by organizations. We look to originations for food, clothing, education, employment, entertainment, health care, transportation and protection of our basic rights”. The above statement is very true. Organizations are part of the environment in which we work, relax, play or do just anything. We are born and treated in health care organizations. We rely on educational institutions for our education. Business originations stand ready to supply us with foods and services when we need them. Government units such as fire and police services are constantly protecting us. Utility companies provide water and power for us. Page 15



For housing and clothing, for employment, for transportation, communication, recreation and entertainment – for the satisfaction of every one of our individual needs, – we rely on organizations, large or small. This section discusses organizations because to understand the concept of management it is important to understand the concept of organizations. We noted from previous discussions that the purpose of management is to achieve organizational goals in an effective and efficient manner. Organizations are social entities that enable people to work together to achieve objectives they normally could not achieve working alone.



DEFINING OF ORGANIZATION Schermerborn, Jr. (2005) defines organization as a collection of people working together to achieve a common purpose. In doing so the people are able to accomplish tasks that are far beyond the reach of anyone acting alone. In the view of Edgar Schein an organization is the planned coordination of the activities of a number of people for the achievement of some explicit purpose or goal, through the division of labour and function and through a hierarchy of authority and responsibility. From these definitions emerge some common features or characteristics of organization: purpose, division of labour, coordination of effort and hierarchy of authority. The organizational PURPOSE is to produce a good or service that satisfies the needs of its customer‟s or clients. For any organization to justify its existence it must produce something useful to society. More importantly organizations achieve goals that individuals cannot achieve on their own. I believe you have heard of the adage “two heads are better than one”. It is generally believed that when people join or come together and coordinate their mental and or physical effort they can accomplish their objectives. Organizations exist because individuals acting alone cannot achieve the goals that organizations are capable of achieving. COORDINATION OF ACTIVITIES is achieved by means of HIERARCHY OF AUTHORITY. Hierarchy of authority is a level-by-level arrangement of managers in order of increasing authority from bottom to top Page 16



of the organization. A manager‟s authority in this sense is the right to assign tasks and direct activities of subordinates in ways that supports accomplishment of the organization‟s purpose. According to traditional organizational theory as provided by remember Max Weber organizations require a well-defined structure that may describe its authority, power, accountability and responsibility relationship to perform efficiently. Without a hierarchy of authority and reporting relationships it is difficult if not impossible to achieve coordination, well established authority and reporting relationships. People in organizations perform different functions which together result in the production of finished goals or services. DIVISION OF LABOUR is the process of breaking up large tasks and assigning smaller tasks to individuals or groups. Once formed, however, the activities of individuals should be well-coordinated in order to achieve the organization objectives. Kreitner (2000) has noted that an organization becomes efficient when complex tasks are divided into specialized jobs. Division of labour ensures that each organizational member becomes more proficient by doing the same specialized task always. Division of labour has many advantages and disadvantages as we observed in Unit 4.



CLASSIFYING ORGANIZATIONS Private and Public Sector Organizations Organizations can traditionally be classified as 



Private enterprise organizations, and







Public sector organizations



The distinction is made on the basis of ownership and finance, and the profit motive. PRIVATE ENTERPRISE ORGANIZATIONS are owned and financed by individuals, partners, or shareholders. The main aim is of a commercial nature such as profit, return on capital employed, market standing or sales level.
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PUBLIC SECTOR ORGANIZATIONS include central government departments such as the Ministry of Health, which do not have profit as their goal. Decentralized undertakings such as Metropolitan Authorities are „owned‟ by the tax payers and financed by taxes, government grants, loans and charges for certain services. Central government departments are „state owned‟ and financed by funds granted by Parliament. Public sector organizations do not distribute profits. Any surplus of revenue over expenditure may be reallocated to improve services. PRIME BENEFICIARY OF AN ORGANIZATION Organizations may be classified on the basis of who benefits, namely the prime beneficiary of its operations. Four types of organizations are identified on this basis: BUSINESS ORGANIZATIONS Business organizations such as Uniliver, Ghana International Airline, Ghana Telecom, Ghana Post, State Transport Corporation and many others you can think of exist to make profit. For a business to make profits the revenues it earns from providing goods or services should exceed the cost of its operations. For businesses to survive, they have to earn profits by efficiently satisfying the demand for its products or services. Examples of business organizations include sole proprietorship, partnerships, and limited liability companies. MUTUAL BENEFIT ORGANIZATIONS Individuals may join together strictly to pursue their own self interest. Examples are labour unions, political parties manufacturer‟s associations etc. These organizations, like all others need to be managed well to assure their survival. In this respect survival depends on satisfying the needs of the members. COMMONWEAL ORGANIZATIONS These organizations, like non profit service organizations exist to offer services without attempting to make profits. However, commonweal organizations differ from other non-profit organizations in one respect; commonweal organizations offer standard service to all members of a given population. The Ghana Army for example protects everyone within the borders of Ghana, not just a select few. The same can be said of the Ghana Police and the Fire Service. Page 18



NON PROFIT SERVICE ORGANIZATIONS Some organizations do not exist to make a profit. Examples are public schools and public universities, District Assemblies, institutions falling under the Ghana Civil Service and some hospitals. Summary  An organization is a cooperative social system involving the coordinated efforts of two or more people pursuing a shared purpose.  Organizations can traditionally be classified as private or public. We can also classify organizations according to who benefits from its operations. Organizations which fall under this classification include business enterprises, non profit service organizations, mutual benefit organizations and commonweal organizations  Whatever their purpose all organizations have four characteristics namely: coordination of effort, common goal or purpose, division of labour and hierarchy of authority.
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3. THE



ENVIRONMENT OF AN ORGANIZATION



CLASSIFICATION OF ENVIROMENTAL FACTORS



In the performance of their functions organizations become accountable to a number of different groups in society including customers, suppliers, creditors, government agencies and the public. While serving the needs of the different constituents of society organizations do not have the luxury to do whatever they choose. They must make decisions within the framework of internal and external forces. That framework defines the environment of organizations. In this lesson we will examine the internal and external environment of an organization.
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INTERNAL ENVIRONMENT Durnham (1990) describes the internal environment of an organization as consisting of a “wide variety of factors within its formal boundaries” which includes the following: THE STRUCTURAL FEATURES OF AN ORGANIZATION  Design of jobs  Organizational design ( the structural arrangement of an organization‟s work units such as departments, units etc.) ORGANIZATIONAL PROCESSES 



Coordinating







Decision making







Communicating Page 21



PEOPLES AND THEIR BELIEFS 



Human resource (managers and non-managers)







Organizational culture



Other internal environmental factors of an organization are 



board of directors







group attitudes



Other element constituting the internal environment are: 



Board of Directors







Human Resource (managers and non-managers)







Organizational culture







Decision making







Group Attitudes



BOARD OF DIRECTORS: An organization‟s board of directors is elected by shareholders and is responsible for overseeing the general management of the organization to ensure that it is being run in a way that best serves the interest of the shareholders. Board of Directors play a major role in helping set corporate strategy and seeing that it is implemented properly. The board also among other things review all important decisions made by top management and determines compensation for top managers. HUMAN RESOURCE / EMPLOYEES: The most important resource that shapes an organization‟s character and differentiates it from other organisations is its people. Human resources include mangers and nonmanagers. Depending on the type of organization the workforce may include technical and professional employees, staff-support personnel, and managers. In any organization, employees with technical and professional expertise are very important but the most important human resource, however, is the organization‟s management. Experienced managers who have the necessary technical, human, and conceptual skills are a firm‟s single most Page 22



important asset. Managers have the capacity to influence the character of their organizations‟ internal environment through decisions and internal control systems. Durnham (1998) has noted that a combination of charisma, personality and managerial style remains one of the most important influences on a firm. The environment created by a supervisor obsessed with task performance, for example, differs dramatically from the environment created by a supervisor who is relaxed, sociable, warm, and supportive of subordinates needs. Also the values, beliefs, and demographic characteristics such as age, experience, education, and social class of key top level managers affect an organization, the strategies it pursues, the demands on its employees, and its overall effectiveness. For example, Research has confirmed that firms with young managers will be more inclined to pursue risky strategies than will firms with older managers. (Durnham,1998). Like managerial employees, non-managerial employees also differ from one another with respect to personality, attitude, motivation, and behaviour. Individual differences influence an organization‟s internal environment. A work environment containing employees with strong achievement motivation and a strong work ethic, for example, is likely to be more production oriented than a work environment in which employees have strong affiliation needs and a strong leisure ethic. As the profile of individuals and groups within an organization changes, so does the nature of the internal environment. Being sensitive and responsive to these environmental factors is a major challenge for managers. ORGANIZATIONAL CULTURE: Kreitner (2000) considers organizational culture, to be “…. The collection of shared stated or implied beliefs, values, rituals, stories, myths, and specialized language, that foster a feeling of community among organization members”. Organizational culture is considered a “social glue” that binds all organizational members together. Kreitner is of the view that “without an appreciation of the cultural aspect, an organization is just a meaningless collection of charts, tasks, and people”. Dunham notes that once an organizational culture has been established, it is relatively stable and highly resistant to change. New suggestions may be countered with such remarks as: “Things aren‟t done that way around here.” When asked why not, employees often have no logical explanation as to how things are done in a particular way. Page 23



Organizational culture is a critical part of an organization‟s internal environment. An organization‟s survival may depend on its culture. Researchers have observed that organizational culture influences the strategies that organizations choose to pursue and their effectiveness in doing so. DECISION MAKING: Decision making is the “process through which a course of action is chosen”. Some organizations encourage management and non managerial personnel to participate in decision making. Some organizations are noted for relying only on high level management for decisions. The style of decision making within an organization, thus, may be open, as in the first instance, or closed, as in the second. Decision-making style has been linked to employee satisfaction, commitment to the organization, work motivation, goal acceptance, and performance. The way in which decision making is handled affects organizational effectiveness, as well as organization‟s internal climate. GROUP ATTITUDES: The way in which a manager uses groups is affected substantially by the organization‟s policies on group involvement. All people working in organizations are members of a group or, more realistically, more than one group. However, organizations differ in the ways in which they respond to these groups. They can react positively to the existence of group norms, trying to change them by persuasion; alternatively they may refuse to acknowledge the existence of such norms. In short, group activity can either work in the interest of the organization or to the detriment of the organization. THE EXTERNAL ENVIRONMENT Every organization exists in an environment that extends beyond the organization‟s formal boundaries. External environmental forces are those that operate beyond the organization‟s boundaries and affect its operations. The external environment comprises the task environment and general environment. Task environment include consumers or customers, government agencies, competitors and suppliers with which the organization directly interacts. The general environment, also known as the macro-environment provide opportunities and poses threats to the organization. The general environment includes such element as political, and legal forces, economic, social and technological influences. Let‟s discuss these environmental factors starting with the task environment.



Page 24



1. TASK ENVIRONMENT Suppliers. Suppliers provide an organization with goods and services which it transforms into value added products. Since organizations depend on their suppliers to provide resources at every stage of its operations, it is important to keep good relations with suppliers. It is also advisable to keep more than one suppler. An organization which depends on one supplier run into problems, if for some reason it runs out of stock or goes out of business. Very often, suppliers are crucial to an organization‟s marketing success especially where factors of production are in short supply. Customers. Customers patronize the products and services of organization and thereby create profits for them. Customers have the natural desire to try to force down prices; obtain more, higher quality products and services (while holding prices constant). Customers‟ taste can change over a period of time. It is important for organizations to be concerned about the changing requirements of their customers and should keep in touch with these changing needs by using an appropriate information system. Customers can be direct consumers who buy products or services for themselves or they can be industrial organizations that use the products/ services to manufacture other goods and services. Competitors. Organizations may have one or more competitors. Competitors are individuals or organizations which provide similar goods and services. For instance Coca-Cola competes against Pepsi and other soft drink companies. The University of Ghana competes with other public and private Universities in this country. Banks and other financial institutions compete amongst themselves. Besides competing for customers or clients, organizations compete for scarce resources including raw materials, capital and human resources. It is, therefore management‟s responsibility to always look out for sources that could provide cheap but quality raw materials as well as attracting competent staff and motivating them. Regulatory agencies are created by governments with the responsibility of ensuring that organizations operate within the confines of the laws. We have many such agencies in this country: The Food and Drugs Board protect the interest of consumers. The Environmental Protection Agency (EPA) exist to protect the environment from being polluted by business organization in terms of air pollutions, pollution of water bodies and indiscriminate dumping of chemical wastes which are hazardous to the environment. Others include Page 25



the National Accreditation Board the Pharmacy Board, the National Communications Authority, National Media Commission and many more. These agencies have the power to enforce laws in their respective fields and also introduce some of their own requirements that can be legally enforced. 2. The General Environment Economic factors: The economic environment is described as the “overall health of the economic system in which organizations operate”. Economic influences include factors such as inflation, interest rates, unemployment, disposable income, the current state of an organization‟s market, the purchasing power of the population, the state of trade in the world and availability of foreign exchange. These factors can affect business organizations positively or negatively. For instance inflation and high interest rates would result in high cost of borrowing and lending money, thereby affecting costs to the business of any organization. Cost of production is affected by infation leading to increases in process of goods and services. Technological factors: Technology is the means by which an organization converts its inputs (such as raw materials, unfinished goods and energy) into output (products or services). Technological elements include the knowledge, means, processes, systems, hardware and software available to an organization for this transformation process. Technology affects the way organizations operate or the products and services they provide. For instance robots are routinely used in jobs that are tedious, hot and hazardous. The most significant technological advances in recent years is information technology. You can think of high speed computers and new software applications, lasers, microwaves, and satellite communications. Think also of the constant innovations in communications and information exchange capabilities which facilitate how organizations operate. Voice mail, electronic mail, fax machines, electronic data exchange and the Internet have changed how industries function, how organizations operate and how consumers purchase goods and services. For instance, electronic commerce (e-commerce) and its associated product sales via the Internet facilitate the retail industry. Today many organizations can be linked together into a single network through the Internet. This facility enables buyers and sellers to exchange information, products, services and payments. The introduction of the „”E-zwich” to facilitate payment of goods and services is a typical example.
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The banking and retail industries are moving increasingly towards electronic funds transfer, where all financial transactions are done electronically. Many of us already depend on electronic funds transfer for our banking and financial transactions. An example is the automatic teller machines provided by the banks. Think also of the money transfer facilities provided by financial institutions in this country, for instance, the Western Union Money Transfer operated by the Agricultural Development Bank. The e-mail system has also become part of the office automation systems. You can consider it as a postal system except that the messages and information are transmitted electronically through computer networks instead of being sent through the mail. Political – legal: the political – legal variable of the general environment refers to government regulation of business and the relationship between business and government. Policies on tax, trade regulations, minimum wage legislation, and pollutions standards are examples of the politico-legal issues that can affect an organization. The political and legal environment affects organizations in many ways: First, the legal system defines what an organization can and cannot do. For instance organizations must comply with regulations dealing with taxation, recordkeeping, safety, consumer lending, advertising, air pollution and so on. Second, a government could be a pro-business and anti-business. A probusiness government encourages new business ventures and expansion. An anti-business government imposes obstacles and curtails business growth. For instance, getting permits to start a business may take a long period in one country but may be done in a number of days in another country. Third, government decision to increase the minimum wage significantly for instance will increase the wage bill of private businesses. Given a significant increase in minimum wage, private business concerns would likely look for new ways to maximize the efficiency of their human resources. In addition businesses are likely to revise the prices of goods and services in the light of increased labour cost.



Summary Managers and organizations make decisions within the framework of internal and external forces. These forces could either constrain or present Page 27



opportunities for any organization. In this section I discussed the external environment. You learned that 



The external forces include everything beyond the boundaries of an organization.







The external environment comprises the task and general environments







The task environment is constituted by more specific forces with which the organization keeps interacting as a matter of routine. Elements of the task environment include: competitors, customers, suppliers and regulatory agencies







The general environmental forces/factors do not have direct impact on organization‟s operation. Examples are political and legal, economic, and technological environment.
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Page 18. PUBLIC SECTOR ORGANIZATIONS include central government departments such as the Ministry of Health, which do not have profit as their goal. 
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