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Introduction

Business and business management are terms that are often used interchangeably,

but they are not identical. Business refers to the activity of creating goods or services with
the aim of generating profit, while business management is the process of planning,
organizing, directing, and controlling business activities to achieve organizational
objectives .
In this framework, we will discuss the conceptual framework for business and business
management, focusing on organization and business organization, management of business
organizations, management between science, art, and profession, and management teams
(managers): types, roles, and required skills.

1- Organization and Business Organization

Organization refers to the structure and composition of a business entity, while business
organization refers to the way in which a business is structured and managed. A business
organization can be formal or informal, and it can be structured in different ways, such as a
sole proprietorship, partnership, corporation, or cooperative. Each type of organization has
its own advantages and disadvantages, and the choice of organization structure depends on
the goals, resources, and size of the business.

1-1- Definition and Characteristics

An organization is defined as "a social entity that is goal-directed, deliberately structured
activity systems with a boundary separating it from its environment". Business
organizations, on the other hand, are characterized by their profit-oriented nature,
hierarchical structure, and formalized processes.

1-2- Types of Business Organizations

Business organizations can be categorized into various types based on ownership, liability,
and legal structure:

-Sole Proprietorship: A business owned and operated by a single individual. It is simple
to set up but offers unlimited liability .

first-year Bachelor's students in Economics, Business and Management Sciences



Dr. Sarah BENLAHARCHE

University of Larbi Ben M'hidi, Oum EI Bouaghi

2021-2022

Chapter 01: Conceptual Framework for Business and Business

Management

-Partnership : A business owned by two or more individuals who share profits and losses.
Partnerships can be general or limited.
-Corporation: A legal entity separate from its owners, offering limited liability and ease
of raising capital. Corporations can be publicly or privately held .

-Limited Liability Company (LLC): A hybrid structure that combines the limited
liability of a corporation with the flexibility and tax benefits of a partnership .

1-3- Functions of Business Organizations

Business organizations perform several critical functions:

-Production: Creating goods or services.
-Marketing: Promoting and selling products or services.
-Finance: Managing financial resources.
-Human Resources: Recruiting, training, and managing employees.
-Operations: Overseeing day-to-day activities .

Figure 1: Types of Business Organizations

Type of Organization

Advantages

Disadvantages

Sole Proprietorship

Easy to establish, low cost,
and flexible

Limited liability, lack of

formal structure, and
potential  for  personal
financial risk

Partnership

Shared risk and
responsibility, shared
management, and flexible
management structure

Limited liability, potential
for conflict among partners,
and lack of formal structure

Corporation

Limited liability, formal
structure, and  separate
ownership

Complex formal structure,
high cost, and potential for
corporate bureaucracy
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Cooperative Shared risk and | Limited liability, potential
responsibility, shared | for conflict among members,

management, and flexible | and lack of formal structure
management structure

2 . The Nature of Management
2 1.The Concept of Management

Management, at its core, is about getting things done through people. It involves a
complex interplay of planning, organizing, leading, and controlling resources (human,
financial, material, and informational) to achieve organizational objectives effectively and
efficiently. It's a process that encompasses a wide range of activities, including setting
strategies, making decisions, coordinating tasks, motivating individuals, and monitoring
performance. Management is not merely a set of mechanical functions; it requires a
nuanced understanding of human behavior, organizational dynamics, and the external
environment.

+ Key Components of Management:

- Planning: Setting objectives and determining the best course of action to achieve them.
- Organizing: Arranging and structuring resources to accomplish the planned activities.

- Leading: Guiding and motivating individuals and teams to perform their tasks
effectively.

- Controlling: Monitoring progress and taking corrective actions when necessary to ensure
that objectives are met.

2 2. The Definition of Management According to Management Scholars

Numerous scholars have offered definitions of management, reflecting the evolving
understanding of the field. Some prominent definitions include:

Frederick Winslow Taylor (1911): Taylor, considered the father of scientific
management, defined management as "knowing exactly what you want men to do and then

first-year Bachelor's students in Economics, Business and Management Sciences




Dr. Sarah BENLAHARCHE 2021-2022

University of Larbi Ben M'hidi, Oum EIl Bouaghi

Chapter 01: Conceptual Framework for Business and Business
Management

seeing that they do it in the best and cheapest way." (Taylor, 1911, p. 7). His focus was on
efficiency and productivity, achieved through scientific analysis of work processes.

% His key contributions include:

-Time and Motion Studies: Analyzing worker movements to identify the most efficient
methods.

-Standardization of Work: Developing standardized procedures to improve productivity.
-Scientific Selection and Training: Selecting and training workers based on their abilities
and aptitudes.

Henri Fayol (1916): Fayol, a pioneer of administrative management, defined
management as "to forecast and plan, to organize, to command, to coordinate and to
control.” (Fayol, 1949, p. 5). His emphasis was on the universal principles of management
applicable to all organizations.

% His key contributions include:

-Time and Motion Studies: Analyzing worker movements to identify the most efficient
methods.

-Standardization of Work: Developing standardized procedures to improve productivity.
-Scientific Selection and Training: Selecting and training workers based on their abilities
and aptitudes.

Peter Drucker (1954): Drucker, a prolific management thinker, viewed management as
"the effective utilization of human resources to achieve enterprise objectives." (Drucker,
1954, p. 18). He highlighted the importance of human capital and the need for
management to focus on achieving results.

4 His contributions include:

-Management by Objectives (MBO): Setting clear, measurable goals and evaluating
performance against these objectives.

-Knowledge Worker Productivity: Emphasizing the role of knowledge workers in the
modern economy.

Harold Koontz and Cyril O'Donnell (1955): They defined management as "the
establishment of an environment, through planning, organizing, actuating and controlling,
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that will induce and allow people to contribute to group goals.” (Koontz & O'Donnell,
1955, p. 4). Their definition emphasizes the creation of a conducive environment for
employees to contribute towards organizational success.

2 3. The Origin and Development of Management

The practice of management can be traced back to ancient civilizations, with
evidence of organized efforts in building pyramids, managing armies, and administering
large empires. However, the formal study of management emerged during the Industrial
Revolution with the rise of factories and complex organizations. Key milestones in its
development include:

The Scientific Management Movement (late 19th and early 20th centuries):
Pioneered by Taylor, this movement focused on improving efficiency through scientific
analysis of work processes, time and motion studies, and standardization.

The Administrative Management School (early 20th century): Led by Fayol, this
school emphasized the development of universal principles of management applicable to
all organizations, focusing on structure, hierarchy, and the functions of management.

The Human Relations Movement (1930s and 1940s): This movement, influenced by
the Hawthorne studies, highlighted the importance of social and psychological factors in
the workplace and the impact of human relationships on productivity.

The Systems Approach (1950s and 1960s): This approach viewed organizations as
complex systems with interconnected parts, emphasizing the importance of understanding
the interactions between different elements.

The Contingency Approach (1970s and onwards): This approach argues that there is no
one best way to manage and that the most effective management style depends on the
specific situation and context.

2.4. Reasons for Studying Management

Studying management provides a framework for understanding how organizations
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function and how to achieve desired outcomes. Key reasons for studying management
include:

Enhanced career opportunities: Management skills are highly sought after in various
industries, opening doors to diverse career paths.

Improved decision-making: Management principles and theories provide tools and
techniques for making informed decisions.

Increased effectiveness and efficiency: Understanding management principles allows
individuals and organizations to optimize resource utilization and achieve goals more
efficiently.

Better understanding of organizational behavior: Studying management provides
insights into the dynamics of human behavior within organizations.

Development of leadership skills: Management education fosters leadership qualities
essential for motivating and guiding teams.

2.5 Objectives of Management
The primary objectives of management are multifaceted and interconnected:

Achieving organizational goals: Management strives to attain the stated objectives of the
organization, whether it's profit maximization, market share growth, or social impact.

Utilizing resources effectively: Management ensures the efficient allocation and
utilization of resources (human, financial, material, and informational) to avoid waste and
maximize output.

Creating a positive work environment: Management fosters a conducive work
environment that motivates employees, encourages collaboration, and promotes job
satisfaction.

Adapting to change: In today's dynamic environment, management must be adept at
anticipating and adapting to changes in technology, markets, and competition.
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Maintaining ethical standards: Management ensures that organizational activities are
conducted ethically and responsibly, considering the impact on stakeholders and society.

2.6 Management Between Science and Art

The debate about whether management is a science or an art is ongoing. It
possesses characteristics of both:

Management as a Science: Management utilizes scientific principles and methods, such
as data analysis, statistical techniques, and systematic observation, to understand
organizational phenomena and make informed decisions. Management theories, like those
developed by Taylor and Fayol, offer structured frameworks for understanding and
managing organizations.

Management as an Art: Management also involves creativity, intuition, and
interpersonal skills. Effective managers often rely on their experience, judgment, and
ability to inspire and motivate people. The application of management principles requires
adaptability and the ability to tailor approaches to specific situations.

In reality, management is both a science and an art. It involves the application of scientific
principles with the artistry of human interaction and nuanced judgment. Effective
managers blend scientific rigor with creative problem-solving and interpersonal skills.

3.The Relationship of Management Science to Other Sciences

Management science draws upon and interacts with various other disciplines,
including:

Economics:
Management involves resource allocation and decision-making, which are central
to economic theory. Key concepts include:
-Supply and Demand: Understanding market forces and consumer behavior.
-Cost-Benefit Analysis: Evaluating the financial implications of different decisions.
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-Game Theory: Analyzing strategic interactions between organizations.

Psychology:
Understanding employee motivation, behavior, and interpersonal relationships is

essential for effective management. Key psychological concepts include:

-Motivation Theories: Maslow's hierarchy of needs, Herzberg's two-factor theory, and
\/room's expectancy theory.

-Personality Traits: ldentifying and leveraging individual personality traits to enhance
team performance.

-Group Dynamics: Understanding how groups function and how to manage conflict and
cooperation.

Sociology:
Organizations are social systems, and sociological concepts help explain group

dynamics and organizational culture. Key sociological concepts include:

-Social Networks: Analyzing the structure and influence of social relationships within
organizations.

-Organizational Culture: Understanding the shared values, beliefs, and norms that shape
organizational behavior.

-Power and Influence: Examining how power is distributed and exercised within
organizations.

Statistics: Management utilizes statistical methods for data analysis, performance
measurement, and forecasting.

Mathematics: Mathematical models and techniques are used in management for
optimization, decision-making, and operational research.

Information Technology:
Modern management increasingly relies on technology for data analysis,
communication, and decision support. Key IT concepts include:
-Data Analytics: Using data-driven insights to inform decision-making.
-Digital Transformation: Leveraging technology to transform business models and
processes.
-Cybersecurity: Protecting organizational data and systems from threats.
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4 . Administrative Levels

Organizations typically have a hierarchical structure with different levels of
management, each with distinct responsibilities:

Top-Level Management (Strategic Management): This level includes the CEO,
President, Vice Presidents, and other senior executives. They are responsible for setting
the overall direction of the organization, developing long-term strategies, and making
major decisions.

+ Key Responsibilities:

-Strategic Planning: Defining long-term goals and strategies.
-Corporate Governance: Ensuring ethical and legal compliance.
-Decision-Making: Making high-level decisions that affect the entire organization.

Middle-Level Management (Tactical Management): This level includes department
heads, branch managers, and other mid-level managers. They are responsible for
implementing the strategies developed by top management, coordinating activities within
their departments, and allocating resources.

+ Key Responsibilities:

-Tactical Planning: Developing plans to achieve short-term objectives.

-Operational Oversight: Managing day-to-day activities within departments.
-Communication: Serving as a bridge between top-level management and frontline

employees.

First-Level Management (Operational Management): This level includes supervisors,
team leaders, and other front-line managers. They are responsible for overseeing the day-
to-day operations, supervising employees, and ensuring that tasks are completed
efficiently.

+ Key Responsibilities:

-Task Allocation: Assigning specific tasks to team members.
- Performance Management: Monitoring and evaluating employee performance.

10
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5 .Fields of Management

Management encompasses several specialized fields, each focusing on specific
aspects of organizational activities. These fields require specialized knowledge and skills
but are interconnected, contributing to the overall success of the organization.

Human Resource Management: Focuses on recruiting, selecting, training,
compensating, and motivating employees.

+ Key Areas of HRM:

- Recruitment and Selection: Attracting and selecting the right candidates for open
positions.
- Job Analysis: Defining job requirements and qualifications.
- Interviewing Techniques: Conducting structured interviews to assess candidate
suitability.
- Training and Development: Enhancing employee skills and competencies.
- Onboarding Programs: Helping new hires integrate into the organization.
- Professional Development: Providing ongoing training and career advancement
opportunities.
- Performance Management: Evaluating and improving employee performance.
- Performance Appraisals: Regular assessments of employee performance.
- Feedback Mechanisms: Providing constructive feedback to promote growth.
- Compensation and Benefits: Designing and administering pay and benefits packages.
- Salary Structures: Determining fair and competitive compensation.
- Benefits Programs: Offering health insurance, retirement plans, and other incentives.
- Employee Relations: Building positive relationships between employees and
management.
- Conflict Resolution: Addressing workplace disputes effectively.
- Employee Engagement: Promoting a positive work environment and employee morale.

Marketing Management: Deals with identifying customer needs, developing products
and services, setting prices, and promoting offerings.

+ Key Areas of Marketing Management:

- Market Research: Gathering and analyzing data about markets and consumers.

11

first-year Bachelor's students in Economics, Business and Management Sciences



Dr. Sarah BENLAHARCHE 2021-2022

University of Larbi Ben M'hidi, Oum EIl Bouaghi

Chapter 01: Conceptual Framework for Business and Business
Management

- Surveys and Questionnaires: Collecting customer feedback and preferences.

- Competitive Analysis: Understanding competitors' strengths and weaknesses.

- Product Development: Creating and improving products to meet market needs.

- Concept Testing: Validating product ideas through market testing.

- Product Lifecycle Management: Managing products from introduction to decline.
- Pricing Strategies: Setting prices that maximize profitability and competitiveness.
- Cost-Plus Pricing: Adding a markup to the cost of production.

- Value-Based Pricing: Setting prices based on perceived value to the customer.

- Promotion and Advertising: Communicating the value of products to potential customers.
- Advertising Campaigns: Developing and executing advertising strategies.

- Sales Promotion: Offering incentives to boost short-term sales.

- Distribution Channels: Choosing and managing channels to reach customers.

- Direct Sales: Selling directly to customers through company-owned channels.

- Indirect Sales: Partnering with retailers and distributors.

Financial Management: Concerned with managing financial resources, including
budgeting, investing, and financing operations.

+ Key Areas of Financial Management:

- Financial Planning: Developing budgets and forecasts.

- Budgeting: Allocating funds to different departments and projects.

- Cash Flow Management: Ensuring sufficient cash reserves to cover expenses.
- Investment Decisions: Evaluating and selecting investment opportunities.

- Capital Budgeting: Analyzing major investments and their expected returns.
- Portfolio Management: Diversifying investments to minimize risk.

- Financing Decisions: Determining how to raise capital.

- Equity Financing: Issuing stocks to raise funds.

- Debt Financing: Borrowing money through loans or bonds.

- Financial Reporting: Preparing and analyzing financial statements.

- Income Statements: Summarizing revenues and expenses.

- Balance Sheets: Showing assets, liabilities, and equity.

- Risk Management: Identifying and mitigating financial risks.

- Insurance: Protecting against potential losses.

- Hedging: Using financial instruments to reduce risk exposure.

12
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Operations Management:  Focuses on designing, planning, and controlling the
production process and ensuring efficient delivery of goods and services.

+ Key Areas of Operations Management:

- Process Design: Developing and optimizing production processes.
- Flowcharts and Diagrams: Visualizing process steps and identifying bottlenecks.
- Quality Control: Implementing systems to maintain high-quality output.
- Supply Chain Management: Coordinating the flow of materials and products.
- Inventory Management: Ensuring optimal stock levels to meet demand.
- Logistics and Distribution: Efficiently transporting goods from suppliers to customers.
- Capacity Planning: Determining the resources needed to meet production demands.
- Forecasting: Predicting future demand and adjusting capacity accordingly.
- Resource Allocation: Allocating resources to maximize efficiency.
- Project Management: Overseeing specific projects from initiation to completion.
- Project Planning: Defining project scope, timelines, and deliverables.
- Risk Management: Identifying and mitigating potential risks.
- Lean Manufacturing: Minimizing waste and maximizing efficiency.
- Just-in-Time (JIT) Systems: Reducing inventory costs by delivering materials just when
needed.
- Continuous Improvement: Implementing Kaizen principles to continuously improve
processes.

Information Technology Management: Deals with managing information systems and
technology infrastructure to support organizational operations.

Project Management: Involves planning, organizing, and executing projects within
budget and time constraints.

Strategic Management: Strategic Management addresses long-term planning and
decision-making to achieve competitive advantage. It involves setting and implementing
organizational goals and strategies.

+ Key Areas of Strategic Management:

- Strategic Planning: Defining long-term objectives and strategies.
- Vision and Mission Statements: Establishing the purpose and direction of the

13
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organization.
- SWOT Analysis: Assessing strengths, weaknesses, opportunities, and threats.
- Competitive Analysis: Understanding the competitive landscape.
- Porter's Five Forces: Analyzing industry competition, supplier power, buyer power,
threat of substitutes, and threat of new entrants.
- Value Chain Analysis: Breaking down the organization's activities to identify sources
of competitive advantage.
- Corporate Strategy: Aligning business units and functions with overall goals.
- Business Level Strategy: Focusing on specific business units.
- Corporate Level Strategy: Overseeing the entire organization.
- Implementation: Executing strategic plans effectively.
- Change Management: Managing organizational changes to align with new strategies.
- Performance Measurement: Tracking progress towards strategic goals.
- Evaluation and Control: Monitoring and adjusting strategies as needed.
- Feedback Loops: Regularly assessing performance and making adjustments.
- Strategic Reviews: Periodic evaluations of strategic effectiveness.

6. Public Administration and Business Administration
6. 1 The Concept of Public Administration

Public administration refers to the management of government agencies and
organizations responsible for implementing public policies and delivering public services.
It focuses on serving the public interest and achieving social good. (Wilson, 1887)

+ Key Characteristics of Public Administration:

- Public Interest: Serving the needs and interests of the public.

- Accountability: Being transparent and answerable to elected officials and citizens.

- Regulatory Environment: Operating within a framework of laws, regulations, and
policies.

- Performance Metrics: Measuring success through qualitative outcomes such as citizen
satisfaction and policy impact.

6.2 The Concept of Business Administration

14
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Business administration refers to the management of private sector organizations with the
primary goal of maximizing profits and creating value for shareholders. It focuses on
efficiency, competitiveness, and market success. (Drucker, 1954)

+ Key Characteristics of Business Administration:

- Profit Orientation: Maximizing shareholder value and financial returns.

- Market Competition: Competing in a dynamic market environment.

- Customer Focus: Prioritizing customer needs and satisfaction.

- Autonomy: Having more flexibility in decision-making and strategic direction.

6.3 Similarities and Differences between Public Administration and Business
Administration

While both fields involve management, they differ in several key aspects:

Similarities:

Both involve planning, organizing, leading, and controlling resources.
Both require effective decision-making and problem-solving skills.
Both deal with human resources and organizational behavior.

Both utilize similar management principles and techniques.

Differences:

Feature Public Administration Business Administration
Primary Goal Serving the public interest Maximizing profits
Accountability To the public and elected | To shareholders and
officials investors
Focus Social welfare and equity Efficiency and
competitiveness
Constraints Political and legal | Market forces and
limitations competition
Measurement of Success Social impact and public | Profitability and market
satisfaction share
15
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Transparency High level of transparency | Less stringent transparency
required requirements

Conclusion

Management is a crucial function in any organized endeavor. Its nature is
multifaceted, encompassing both scientific principles and artistic application. From its
historical evolution through various schools of thought to its contemporary applications
across diverse sectors, management continues to adapt and evolve to meet the challenges
of a dynamic world. Understanding the core concepts, objectives, and various fields within
management is essential for anyone seeking to lead, contribute to, or simply comprehend
the complexities of organizations in the 21st century. The distinction between public and
business administration further highlights the diverse applications of management
principles, emphasizing the importance of tailoring approaches to specific organizational
contexts and goals. As organizations continue to navigate an increasingly complex global
landscape, the effective practice of management remains a cornerstone of success .
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