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Provide students with a working knowledge of the skills and functions necessary to be an effective, efficient manager.
Provide an introduction to the theory and practice of managing organizations.
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Objectives
After studying this unit, you will be able to:
Define management
State the nature, purpose and scope of management
Identify roles and skills of a manager
Explain the functions of a manager
Discuss Henry Fayol’s Principles of Management

Introduction
Management is a vital aspect of the economic life of man, which is an organised group activity.
A central directing and controlling agency is indispensable for a business concern. The productive
resources - material, labour, capital etc. are entrusted to the organising skill, administrative
ability and enterprising initiative of the management. Thus, management provides leadership
to a business enterprise. Without able managers and effective managerial leadership the resources
of production remain merely resources and never become production. Under competitive
economy and ever-changing environment the quality and performance of managers determine
both the survival as well as success of any business enterprise. Management occupies such an
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important place in the modern world that the welfare of the people and the destiny of the
country are very much influenced by it.

1.1 Definition of Management
Management may be defined in many different ways. Many eminent authors on the subject have
defined the term “management”, some of these definitions are reproduced below:
According to Lawrence A Appley, “Management is the development of people and not the
direction of things”.
According to Joseph Massie, “Management is defined as the process by which a co-operative
group directs action towards common goals”.
In the words of George R Terry, “Management is a distinct process consisting of planning,
organising, actuating and controlling performed to determine and accomplish the objectives by
the use of people and resources”.
According to James L Lundy, “Management is principally the task of planning, co-ordinating,
motivating and controlling the efforts of others towards a specific objective”.
In the words of Henry Fayol, “To manage is to forecast and to plan, to organise, to command, to
co-ordinate and to control”.
According to Peter F Drucker, “Management is a multi-purpose organ that manages a business
and manages managers and manages worker and work”.
In the words of J.N. Schulze, “Management is the force which leads, guides and directs an
organisation in the accomplishment of a pre-determined object”.
In the words of Koontz and O’Donnel, “Management is defined as the creation and maintenance
of an internal environment in an enterprise where individuals working together in groups can
perform efficiently and effectively towards the attainment of group goals”.
According to Ordway Tead, “Management is the process and agency which directs and guides
the operations of an organisation in realising of established aims”.
According to Stanley Vance, “Management is simply the process of decision-making and control
over the actions of human beings for the express purpose of attaining pre-determined goals”.
According to Wheeler, “Business management is a human activity which directs and controls
the organisation and operation of a business enterprise. Management is centred in the
administrators of managers of the firm who integrate men, material and money into an effective
operating limit”.
In the words of William Spriegel, “Management is that function of an enterprise which concerns
itself with the direction and control of the various activities to attain the business objectives”.
In the words of S. George, “Management consists of getting things done through others. Manager
is one who accomplishes the objectives by directing the efforts of others”.
In the words of Keith and Gubellini, “Management is the force that integrates men and physical
plant into an effective operating unit”.
According to Newman, Summer and Warren, “The job of management is to make cooperative
endeavour to function properly. A manager is one who gets things done by working with
people and other resources”.
According to John F M, “Management may be defined as the art of securing maximum results
with a minimum of effort so as to secure maximum results with a minimum of effort so as to
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secure maximum prosperity and happiness for both employer and employee and give the
public the best possible service”.

Notes

In the words of Kimball and Kimball, “Management embraces all duties and functions that
pertain to the initiation of an enterprise, its financing, the establishment of all major policies,
the provision of all necessary equipment, the outlining of the general form of organisation
under which the enterprise is to operate and the selection of the principal officers. The group of
officials in primary control of an enterprise is referred to as management”.
In the words of E.F.L. Brech, “Management is a social process entailing responsibility for the
effective and economical planning and regulation of the operations of an enterprise, in fulfilment
of a given purpose or task, such responsibility involving:
1.

judgement and decision in determining plans and in using data to control performance,
and progress against plans; and

2.

the guidance, integration, motivation and supervision of the personnel composing the
enterprise and carrying out its operations”.

According to E. Peterson and E.G Plowman, Management is “a technique by means of which the
purpose and objectives of a particular human group are determined, classified and effectuated”.
According to Mary Cushing Niles, “Good management or scientific management achieves a
social objective with the best use of human and material energy and time and with satisfaction
for the participants and the public”.
From the definitions quoted above, it is clear the “management” is a technique of extracting
work from others in an integrated and co-ordinated manner for realising the specific objectives
through productive use of material resources. Mobilising the physical, human and financial
resources and planning their utilisation for business operations in such a manner as to reach the
defined goals can be referred to as “management”. If the views of the various authorities are
combined, management could be defined as “a distinct ongoing process of allocating inputs of
an organisation (human and economic resources) by typical managerial functions (planning,
organising, directing and controlling) for the purpose of achieving stated objectives namely –
output of goods and services desired by its customers (environment). In the process, work is
preformed with and through personnel of the organisation in an ever-changing business
environment”.
Management is a universal process in all organised social and economic activities. It is not
merely restricted to factory, shop or office. It is an operative force in all complex organisations
trying to achieve some stated objectives. Management is necessary for a business firm,
government enterprises, education and health services, military organisations, trade associations
and so on.

1.2 Nature of Management
An analysis of the various definitions of management indicates that management has certain
characteristics. The following are the salient characteristics of management.
1.

Management aims at reaping rich results in economic terms: Manager’s primary task is to
secure the productive performance through planning, direction and control. It is expected
of the management to bring into being the desired results. Rational utilisation of available
resources to maximise the profit is the economic function of a manager. Professional
manager can prove his administrative talent only by economising the resources and
enhancing profit. According to Kimball, “management is the art of applying the economic
principles that underlie the control of men and materials in the enterprise under
consideration”.
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2.

Management also implies skill and experience in getting things done through people:
Management involves doing the job through people. The economic function of earning
profitable return cannot be performed without enlisting co-operation and securing positive
response from “people”. Getting the suitable type of people to execute the operations is
the significant aspect of management. In the words of Koontz and O’Donnell, “Management
is the art of getting things done through people in formally organised groups”.

3.

Management is a process: Management is a process, function or activity. This process
continues till the objectives set by administration are actually achieved. “Management is
a social process involving co-ordination of human and material resources through the
functions of planning, organising, staffing, leading and controlling in order to accomplish
stated objectives”.

4.

Management is a universal activity: Management is not applicable to business undertakings
only. It is applicable to political, social, religious and educational institutions also.
Management is necessary when group effort is required.

5.

Management is a science as well as an art: Management is an art because there are definite
principles of management. It is also a science because by the application of these principles
predetermined objectives can be achieved.

6.

Management is a profession: Management is gradually becoming a profession because
there are established principles of management which are being applied in practice, and it
involves specialised training and is governed by ethical code arising out of its social
obligations.

7.

Management is an endeavour to achieve pre-determined objectives: Management is
concerned with directing and controlling of the various activities of the organisation to
attain the pre-determined objectives. Every managerial activity has certain objectives. In
fact, management deals particularly with the actual directing of human efforts.

8.

Management is a group activity: Management comes into existence only when there is an
group activity towards a common objective. Management is always concerned with group
efforts and not individual efforts. To achieve the goals of an organisation management
plans, organises, co-ordinates, directs and controls the group effort.

9.

Management is a system of authority: Authority means power to make others act in a
predetermined manner. Management formalises a standard set of rules and procedure to
be followed by the subordinates and ensures their compliance with the rules and
regulations. Since management is a process of directing men to perform a task, authority
to extract the work from others is implied in the very concept of management.

10.

Management involves decision-making: Management implies making decisions regarding
the organisation and operation of business in its different dimensions. The success or
failure of an organisation can be judged by the quality of decisions taken by the managers.
Therefore, decisions are the key to the performance of a manager.

11.

Management implies good leadership: A manager must have the ability to lead and get the
desired course of action from the subordinates. According to R. C. Davis, “management is
the function of executive leadership everywhere”. Management of the high order implies
the capacity of managers to influence the behaviour of their subordinates.

12.

Management is dynamic and not static: The principles of management are dynamic and
not static. It has to adopt itself according to social changes.

13.

Management draws ideas and concepts from various disciplines: Management is an
interdisciplinary study. It draws ideas and concepts from various disciplines like economics,
statistics, mathematics, psychology, sociology, anthropology etc.
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14.

Management is goal oriented: Management is a purposeful activity. It is concerned with
the achievement of pre-determined objectives of an organisation.

15.

Different levels of management: Management is needed at different levels of an organisation
namely top level, middle level and lower level.

16.

Need of organisation: There is the need of an organisation for the success of management.
Management uses the organisation for achieving pre-determined objectives.

17.

Management need not be owners: It is not necessary that managers are owners of the
enterprise. In joint stock companies, management and owners (capital) are different entities.

18.

Management is intangible: It cannot be seen with the eyes. It is evidenced only by the
quality of the organisation and the results, i.e., profits, increased productivity etc.

Notes

Is Management a Science or an Art?
A question often arises whether management is a science or art. It is said that “management is
the oldest of arts and the youngest of sciences”. This explains the changing nature of management
but does not exactly answer what management is? To have an exact answer to the question it is
necessary to know the meanings of the terms “Science” and “Art”.

What is “Science”?
Science may be described, “as a systematic body of knowledge pertaining to an area of study and
contains some general truths explaining past events or phenomena”.
The above definition contains three important characteristics of science. They are:
1.

It is a systematized body of knowledge and uses scientific methods for observation,

2.

Its principles are evolved on the basis of continued observation and experiment, and

3.

Its principles are exact and have universal applicability without any limitation.

Judging from the above characteristics of science, it may be observed that:
1.

Management is a systematized body of knowledge and its principles have evolved on the
basis of observation.

2.

The kind of experimentation (as in natural sciences) cannot be accompanied in the area of
management since management deals with the human element.

3.

In management, it is not possible to define, analyse and measure phenomena by repeating
the same conditions over and over again to obtain a proof.

The above observation puts a limitation on management as a science. Management like other
social sciences can be called as “inexact science”.

What is “Art”?
‘Art’ refers to “the way of doing specific things; it indicates how an objective is to be achieved.”
Management like any other operational activity has to be an art. Most of the managerial acts
have to be cultivated as arts of attaining mastery to secure action and results.
The above definition contains three important characteristics of art. They are:
1.

Art is the application of science. It is putting principle into practice.
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2.

After knowing a particular art, practice is needed to reach the level of perfection.

3.

It is undertaken for accomplishing an end through deliberate efforts.

Judging from the above characteristics of art, it may be observed that:
1.

Management while performing the activities of getting things done by others is required
to apply the knowledge of certain underlying principles which are necessary for every art.

2.

Management gets perfection in the art of managing only through continuous practice.

3.

Management implies capacity to apply accurately the knowledge to solve the problems,
to face the situation and to realise the objectives fully and timely.

The above observation makes management an art and that to a fine art.

Management is both a Science as well as an Art
Management is both a science as well as an art. The science of management provides certain
general principles which can guide the managers in their professional effort. The art of
management consists in tackling every situation in an effective manner. As a matter of fact,
neither science should be over-emphasised nor should be the art discounted; the science and the
art of management go together and are both mutually interdependent and complimentary.
Management is thus a science as well as an art. It can be said that-”the art of management is as old
as human history, but the science of management is an event of the recent past.”

1.3 Scope of Management
The scope of management is too wide to be covered in a few pages. Herbison and Myres have yet
tried to restrict it under three broad groups, viz.
1.

Economic Resource

2.

System of Authority

3.

Class or Elite

Let us understand each of them one by one.

6

1.

Economic Resource: Business Economics classifies the factors of production into four basic
inputs, viz. land, labour, capital and entrepreneur. By the use of all these four, basic
production can be done. But to turn that into a profitable venture, an effective utilization
of man, money, material, machinery and methods of production has to be ensured. This is
guaranteed by application of management fundamentals and practices. The better is the
management of an enterprise, the higher is its growth rate in terms of profit, sales,
production and distribution. Thus management itself serves as an economic resource.

2.

System of Authority: As already discussed, management is a system of authority. It
formalises a standard set of rules and procedure to be followed by the subordinates and
ensures their compliance with the rules and regulations. Since management is a process of
directing men to perform a task, authority to extract the work from others is implied in
the very concept of management.

3.

Class or Elite: Management is considered to be a distinct class that has its own value
system. Managerial class, often referred to as a collective group of those individuals that
perform managerial activities is essential component of each organisation. The importance
the class has become so huge that the entire group of mangers is known as “management”
in every organisation.
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(d)

Balancing role: The top executive must be able to strike a harmonious balance between
conformity and creativity within the organisation. Conformity to rules when carried
out in a rigid and scrupulous manner, may affect employee behaviour in a negative
way and destroy the creative potential of employees.

(e)

Linkage building role: The chief executive must be able to develop appropriate linkages
between the organisation and outside constituencies such as government, financial
institutions, community and society at large.

(f)

Futuristic role: The chief executive must prepare the organisation for future challenges.

(g)

Creating an impact: This means making an impact of one’s organisation on others, by
way of superior technology, marketing skills, innovative abilities, etc.

(h)

Provide superordination: The chief executive must be able to create a sense of pride and
importance in the subordinates – making them feel that they are working in a very
important field of work which is very useful for the society.

1.10 Functions of a Manager
As we have seen above, there are many management functions in business and, therefore, many
manager titles. Regardless of title, the manager is responsible for planning, directing, monitoring
and controlling the people and their work.
1.

An Operations Manager is responsible for the operations of the company.

2.

A Night Manager is responsible for the activities that take place at night.

According to Reitz, Managers generally work for long hours, their days are broken up into a
large number of brief and varied activities, they interact with large number of different people,
they do little reflective planning and spend most of their time engaged in oral communication.
They spend a lot of time getting, giving and processing information.
According to Stoner, managerial work is characterised by the following things:
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1.

Managers work with and through other people: Managers work with internal (subordinates,
supervisors, peers) as well as external groups (customers, clients, suppliers, union
representatives etc.) in order to achieve corporate goals. They integrate individual efforts
into teamwork. They plan things, create a structure, motivate people and achieve goals.

2.

Managers are mediators: People working in an organisation do not always agree on
certain things, say, the establishment of goals and the means to achieve them. At the
corporate headquarters of a large bank, managers may think about expanding into merchant
banking, leasing, credit card business, whereas at the branch level, people may focus on
expanding deposits by venturing deep into rural areas. Unless such differences are resolved
quickly, employees find it difficult to think and act like a well-knit group. Their morale,
too, may suffer. Managers often step in to put things in order, clear the paths to goals,
clarify things to people, put out fires and meet goals.

3.

Managers are politicians: Managers must develop healthy relationships with various
groups in order to achieve the goals smoothly. They may have to nurture groups and join
certain coalitions within a company. They often draw upon such relationships to win
support for their proposals and decisions.

4.

Managers are diplomats: Managers serve as official representatives of their work units at
organisational meetings. They may represent the entire organisation as well as a particular
unit in dealing with external groups (clients, customers, government officials, etc.).
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According to Fayol, managers perform five basic functions in order to achieve results viz.
planning, staffing, organising, directing and controlling.

1.12 Keywords
Art: It is the bringing about a desired result through the application of skills.
Administration: It is a higher-level function concerned with the determination of policies.
Code of conduct: It prescribed the norms of professional ethics for its members.
Economic Resource: Management, land, labour and capital.
Goal-oriented: Purposeful activity towards achieving the goals of the organisation.
Management: The art of getting things done.
Process: A series of functions that lead to the achievement of certain objectives.
Professionalisation: It means defining the duties and responsibilities of the managers to improve
the quality of management education and training.
Science: A systematically organised body of knowledge including concepts, principles and
theories.
Top management: Managers who are higher up in the hierarchy devoting more time on
administrative functions.

1.13 Self Assessment
Fill in the blanks:
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1

A profession may be defined as an occupation backed by .................. and .................. .

2

We can classify management into .................. management, and .................. management.

3

There is .................. professional body to regulate the educational and training standards of
the managers.

4.

To be a successful manager, it is essential to acquire management skills through ..................
education and training.

5

Administrative management is primarily concerned with .................. and .................. .

6

Operative management is concerned with the .................. of the policies for the achievement
of goals.

7.

Controlling includes four things, viz. .................., .................., measuring actual performance
and .................. .

8.

.................. is concerned with the arrangement of an organisation’s resources.

9.

.................. pay with .................. rewards can act as the best incentive or motivator for good
performance.

10.

The function of .................. and .................. the activities of the subordinates is known as
directing.

11.

.................................... provides direction to enterprise activities.

LOVELY PROFESSIONAL UNIVERSITY

Unit 1: Introduction to Management

Notes

1.14 Review Questions
1.

“Management is getting things done through other people”. Is this definition adequate
for the present day concept of management? Discuss fully.

2.

“Management is the force which leads, guides and directs an organisation in the
accomplishment of pre-determined objectives”. Discuss and give suitable definition of
management.

3.

Explain the features that determine the nature of management.

4.

There are may definitions of management which emphasise one or the other important
aspect of management. Discuss and give various characteristics of management.

5.

“Management is the effective utilization of human and material resources to achieve the
enterprise’s objectives”. Comment.

6.

Is management a profession? Give arguments for your answer.

7.

Clearly explain the concept and significance of management. Distinguish between
management and administration.

8.

If managerial work is characterised by variety, fragmentation, and brevity, how do
managers perform basic management functions, such as planning which would seem to
require reflection and analysis?

9.

Mr Kunal Gandhi is Manager Operations at ABX Corporations that deals in online training
courses. Once a trainer comes to Mr Gandhi complaining that his computer is neither
connected with LAN, nor is having its key board functioning well. As an action, Mr
Gandhi calls a hardware specialist to fix the problem. The specialist being busy, asks for a
24 hr duration to come to the office. Mr Gandhi then tells the person to see if the cables are
fitted correctly. The trainer replies in affirmation. Mr Gandhi then helplessly asked him to
wait till the specialist came.
The next afternoon, when the specialist came to rectify the things, the project that the
trainer was working on, had already got 10 hours late. Fuming at the trainer, he came back
to the manger shouting tat the data cables were fitted in wrong sockets so as to result in the
problem.

10.

What do you think were the key functions where the Operations Manger failed to perform?

11.

In the case given in Qs 9, do you think that the Operations Manager was doing justice to his
role? Explain your answer with reasons.

12.

What do you analyse were the main skills where the following lacked in managing the
situation well in the case discussed in Qs 9.
(a)

Operations Manager

(b)

Trainer

(c)

Hardware Specialist

13.

What type of job-related rewards – both monetary and otherwise – hold the most meaning
for you? Which do not motivate you at all? Why?

14.

What qualities do you think should a supervisor have to get the best work out of his
subordinates? Why was this person able to motivate you better than any other?

15.

Discuss about a situation when you had to be very careful in communicating delicate
information. What was the possible risk involved and how did you go about it?
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Objectives
After studying this unit, you will be able to:
Discuss the classical theory of management
Realise the fundamentals of scientific management
Explain the systems approach
State the contingency approach

Introduction
The origin of management can be traced back to the days when man started living in groups.
One can argue that management took the form of leadership which was essential to coordinate
the efforts of the group members in order to arrange the necessities of life. History reveals that
strong men organised the masses into groups according to their intelligence, physical and
mental capabilities. According to Egyptian literature of 1300 B.C., the art of management was
being practiced in different forms by different people. The literature clearly indicates the
recognition of the importance of organisation and administration in the bureaucratic set up.
Similar records exist for ancient China. According to L.S. Hsu, Confucius’s parables include
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Harvey-Jones,
J (1990s)

Managing to survive (1993)

Handy C.
(1990s)

Understanding organization (1976) Handy's 1976 book outlined differences
between a 'power culture', a 'role culture', a 'task culture' and a 'person culture' in
organizations. His later books, including Gods of Management, The Age of
Unreason and The Empty Raincoat have expounded his ideas. He purposed the
model of the 'shamrock organization'

Harvey Jones feels that the most important personal skill in this decade is that of
managing radical change. His view is that no one actually' manages' change, they
release and guide it', He also states that organizations do not change until the
people in those organizations have - and people do not change their ideas and
values quickly.

We will discuss a few major theories in this unit.

2.1 Classical Theory
The classical theory signifies the beginning of the systematic study of management organisation.
It is often called the traditional theory. It can be traced historically to the 19th century prototype
industrial and military organisations. Several writers contributed to the classical thought in the
early years of the 20th century. They include Taylor, Fayol, Weber, Luther Gulick, Urwick,
Mooney and Reiley and may others.
The classical theory incorporates three viewpoints: (1) Taylor’s Scientific Management (2) Fayol’s
Administrative Management; and (3) Weber’s Ideal Bureaucracy (an organisation based on rules
and regulations, formal relations, specialization, etc.). All the three concentrated on the structure
of organisation for greater efficiency. Several other trailblazers have also contributed to the
classical theory. For instance, Mooney and Reiley published ‘Onward Industry’ in 1931 in which
they attempted to find organisational universals. Subsequently, notable contributions came
form Gullick, Oliver Sheldon, Urwick and many others. All these theorists were concerned with
the structure of organisations and that is why their approach is also sometimes labelled as
‘structural theory of organisation’. Salient features of classical approach are as follows:
1.

The classical theory laid emphasis on division of labour and specialization, structure,
scalar and functional processes and span of control. Thus, they concentrated on the anatomy
of formal organisation.

2.

The classical theorists emphasis organisation structure for co-ordination of various
activities. They ignored the role of human element.

3.

The classical theory ignored the impact of external environment on the working of the
organisation. Thus, it treated organisations as closed systems.

4.

The efficiency of the organisation can be increased by making each individual efficient.

5.

The integration of the organisation is achieved through the authority and control of the
central mechanism. Thus, it is based on centralization of authority.

6.

There is no conflict between the individuals and the organisation. In case of any conflict,
the interests of the organisation should prevail.

7.

The people at work could be motivated by the economic rewards as they were supposed
to be ‘rational economic persons’.

2.2 Scientific Management Approach
The impetus for the scientific management approach came from the first industrial revolution.
Because it brought about such an extraordinary mechanization of industry, this revolution
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necessitated the development of new management principles and practices. The main contributors
to scientific management were Frederick W. Taylor, Henry L. Gantt, Frank Gilbreth, Lillian
Gilbreth and Harrington Emerson.

Notes

F.W. Taylor (1865-1915) was the first person who insisted on the introduction of scientific methods
in management. He launched a new movement during the last decade of 19th century which is
known as ‘Scientific Management’. That is why, Taylor is regarded as the father of scientific
management. Taylor was an American engineer who responded to the challenges of management
around the turn of the century. During that period, productivity was very low, labour became
extremely dissatisfied and industries had to face frequent strikes and lockouts. Taylor’s
contribution was a system based on science whereby lower labour cost could be achieved
simultaneously with higher wages. He suggested the change in the mental attitudes of the
workers and the management to bring harmony in the industry.
Scientific management means application of scientific methods to the problems of management.
Taylor advocated scientific task setting based on time and motion study, standardization of
materials, tools and working conditions, scientific selection and training of workers and so on.
It is to be noted that Taylor’s thinking was confined to management at the shop level. However,
he demonstrated the possibility and significance of the scientific analysis of the various aspects
of management. To sum up, he laid emphasis on the following principles:
1.

Science, not rule of thumb.

2.

Harmony in group action, rather than discord.

3.

Maximum output in place of restricted output.

4.

Scientific selection, training and placement of the workers.

5.

Almost equal division of work and responsibility between workers and managers.

!
Caution The basic idea behind the principles of scientific management is to change the
mental attitudes of the workers and the management towards each other. Taylor called it
‘Mental Revolution’ which has three implications:

1.

all out efforts for increase in production;

2.

creation of the spirit of mutual trust and confidence; and

3.

inculcating and developing the scientific attitude towards problems.

Taylor suggested that management should try to find the best methods of doing various jobs
and introduce standardized materials, tools and equipment so that wastages are reduced. The
management should select right types of people and give them adequate training so as to
increase the quantity and quality of production. It must create congenial working conditions for
optimum efficiency of the workers. It should perform the decision-making function and should
always try to give maximum cooperation to the workers to ensure that work is done according
to the scientific techniques.
The workers should also revise their attitude towards the management. They should not be
work-shirkers. They should be disciplined, loyal and sincere in fulfilling the tasks assigned to
them. They should not indulge in wastage of resources. Both the management and the workers
should trust each other and cooperate in achieving maximum production.
Thus, Taylor stood for creating a mental revolution on the part of management and workers.
It is to be noted that Taylor’s thinking was confined to management at the shop level. However,
he demonstrated the possibility and significance of the scientific analysis of the various aspects
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Notes

2.

Authority and Responsibility: The right to give order is called authority. The obligation
to accomplish is called responsibility. Authority and Responsibility are the two sides of
the management coin. They exist together. They are complementary and mutually
interdependent.

3.

Discipline: The objectives, rules and regulations, the policies and procedures must be
honoured by each member of an organisation. There must be clear and fair agreement on
the rules and objectives, on the policies and procedures. There must be penalties
(punishment) for non-obedience or indiscipline. No organisation can work smoothly
without discipline - preferably voluntary discipline.

4.

Unity of Command: In order to avoid any possible confusion and conflict, each member of
an organisation must received orders and instructions only from one superior (boss).

5.

Unity of Direction: All members of an organisation must work together to accomplish
common objectives.

6.

Emphasis on Subordination of Personal Interest to General or Common Interest: This is
also called principle of co-operation. Each shall work for all and all for each. General or
common interest must be supreme in any joint enterprise.

7.

Remuneration: Fair pay with non-financial rewards can act as the best incentive or
motivator for good performance. Exploitation of employees in any manner must be
eliminated. Sound scheme of remuneration includes adequate financial and non-financial
incentives.

8.

Centralization: There must be a good balance between centralization and decentralization
of authority and power. Extreme centralization and decentralization must be avoided.

9.

Scalar Chain: The unity of command brings about a chain or hierarchy of command
linking all members of the organisation from the top to the bottom. Scalar denotes steps.

10.

Order: Fayol suggested that there is a place for everything. Order or system alone can
create a sound organisation and efficient management.

11.

Equity: An organisation consists of a group of people involved in joint effort. Hence,
equity (i.e., justice) must be there. Without equity, we cannot have sustained and adequate
joint collaboration.

12.

Stability of Tenure: A person needs time to adjust himself with the new work and
demonstrate efficiency in due course. Hence, employees and managers must have job
security. Security of income and employment is a pre-requisite of sound organisation and
management.

13.

Esprit of Co-operation: Esprit de corps is the foundation of a sound organisation. Union is
strength. But unity demands co-operation. Pride, loyalty and sense of belonging are
responsible for good performance.

14.

Initiative: Creative thinking and capacity to take initiative can give us sound managerial
planning and execution of predetermined plans.

Criticism of Process of Functional Approach
Though the proponents of management process approach have made significant contribution to
the development of thought, their work suffers from the following limitations:
1.

28

There is no single classification of managerial functions acceptable to all the functional
theorists. There is also lack of unanimity about the various terms such as management and
administration, commanding and directing, etc.
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2.

The functionalists considered their principles to be universal in nature. But many of the
principles have failed to deliver the desired results in certain situations.

3.

The functional theorists did not consider the external environment of business.

4.

Fayol overemphasized the intellectual side of management. He felt that management
should be formally taught, but he did not elaborate the nature and contents of management
education.

Notes

2.4 Bureaucracy
Max Weber (1864-1920), a German sociologist contributed his views on bureaucracy to the
management thought. His primary contribution includes his theory of authority structure and
his description of organisations based on the nature of authority relations within them.
Essentially, it was Weber’s contention that there are three types of legitimate authority which
are as follows:
1.

Rational-legal authority: Obedience is owed to a legally established position or rank
within the hierarchy of a business, military unit, government, and so on.

2.

Traditional authority: People obey a person because he belongs to certain class or occupies
a position traditionally recognized as possessing authority, such as a real family.

3.

Charismatic authority: Obedience is based on the followers belief that a person has some
special power or appeal.

Weber’s theory ‘bureaucracy’ recognizes rational-legal authority as the most important type in
organisations. Under traditional authority, leaders are not chosen for their competence, an
charismatic authority is too emotional and irrational. A bureaucratic organisation which is
based on rational-legal authority display the following features:
1.

Division of Work: There is a high degree of division of work at both the operative and
administrative levels. This leads to specialization of work.

2.

Hierarchy of Positions: There is a hierarchy of authority in the organisation. Each lower
position is under the control of a higher one. Thus, there is unity of command. The
bureaucratic structure is hierarchical in nature. It is like a pyramid in which quantity of
authority increases as one moves up the ladder in the organisation.

3.

Rules and Regulations: The rules, regulations and procedures are clearly laid down by the
top administration. Their benefits are as under:
(a)

They standardize operations and decisions.

(b)

They serve as receptacles of past learning.

(c)

They protect incumbents and ensure equality of treatment.

4.

Impersonal Conduct: There is impersonality of relationships among the organisational
members. The decisions are entirely guided by rules and regulations and are totally
impersonal. There is no room for emotions and sentiments in this type of structure.

5.

Staffing: The personnel are employed by a contractual relationship between the employee
and employer. The tenure of service is governed by the rules and regulations of the
organisation. The employees get a salary every months which is based on the job they
handle and also the length of service.

6.

Technical Competence: The bureaucrats are neither elected not inherited, but they are
appointed through selection and the basis of selection is their technical competence.
Promotions in bureaucracies are also based on technical qualifications and performance.
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Electric Company, Chicago. The experiment lasted upto 1932. Earlier, from 1924 to 1927, the
National Research Council made a study in collaboration with the Western Electric Company to
determine the effect of illumination and other conditions upon workers and their productivity.
1.

Illumination Experiment: This experiment was conducted to establish relationship between
output and illumination. The output tended to increase every time as the intensity of light
was improved. But the output again showed an upward trend when the illumination was
brought down gradually from the normal level. Thus, it was found that there is no consistent
relationship between output of workers and illumination in the factory. There were some
other factors which influenced the productivity of workers when the intensity of light was
increased or decreased.

2.

Relay Assembly Room Experiment: In this experiment, a small homogeneous work-group
of girls was constituted. Several new elements were introduced in the work atmosphere of
this group. These included shorter working hours, rest pauses, improved physical
conditions, friendly and informal supervision, free social interaction among group
members, etc. Productivity and morale increased considerably during the period of the
experiment. Morale and productivity were maintained even if improvements in working
conditions were withdrawn. The researches concluded that socio-psychological factors
such as feeling of being important, recognition, attention, participation, cohesive workgroup, and non-directive supervision held the key for higher productivity.

3.

Bank Wiring Observation Room Experiment: This experiment was conducted to study a
group of workers under conditions which were as close as possible to normal. This group
comprised of 14 workers. After the experiment, the production records of this group were
compared with their earlier production records. There were no significant changes in the
two because of the maintenance of ‘normal conditions’. However, existence of informal
cliques in the group and informal production norms were observed by the researchers.

Notes

The Bank Wiring Experiment led to the following observations:

4.

(a)

Each individual was restricting output.

(b)

The group had its own “unofficial” standards of performance.

(c)

Individual output remained fairly constant over a period of time.

(d)

Departmental records were distorted due to differences between actual and reported
output or between standard and reported working time.

Mass Interview Programme: The researchers interviewed a large number of workers with
regard to their opinions on work, working conditions and supervision. Initially, a direct
approach was used whereby interviewers asked questions considered important by
managers and researchers. Later, this approach was replaced by an indirect technique
where the interviewer simply listed to what the employees had to say. The findings
confirmed the importance of social factors at work in the total work environment.

Contributions of Human Relations Approach or Hawthorne Studies
The human relationists proposed the following points as a result of their findings of the
Hawthorne experiments:
1.

Social System: The organisation in general is a social system composed of numerous
interacting parts. The social system defines individual roles and establishes norms that
may differ from those of the formal organisation.
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2.

Social Environment: The social environment on the job affects the workers and is also
affected by them. Management is not the only variable. Social and psychological factors
exercise a great influence on the behaviour of workers. Therefore, every manager should
adopt a sound human approach to all organisational problems.

3.

Informal Organisation: The informal organisation does also exist within the frame work
of formal organisation and it affects and is affected by the formal organisation.

4.

Group Dynamics: At the workplace, the workers often do not act or react as individuals
but as members of groups. The group determines the norms of behaviour for the group
members and thus exercises a powerful influence on the attitudes and performance of
individual workers. The management should deal with workers as members of work
group rather than as individuals.

5.

Informal Leader: The informal leader sets and enforces group norms. He helps the workers
to function as a social group and the formal leader is rendered ineffective unless he
conforms to the norms of the group.

6.

Communication: Two-way communication is necessary because it carries necessary
information downward for the proper functioning of the organisation and transmits upward
the feelings and sentiments of people who work in the organisation. It will help in securing
workers’ cooperation and participation in the decision-making process. Workers tend to
be more productive when they are given the opportunity to express their feelings, opinions
and grievances. This also give them psychological satisfaction.

7.

Non-economic Rewards: Money is only one of the motivators, but not the sole motivator
of human behaviour. The social and psychological needs of the workers are very strong.
So non-economic rewards such as praise, status, interpersonal relations, etc. play an
important role in motivating the employees. Such rewards must be integrated with the
wages and fringe benefits of the employees.

8.

Conflicts: There may arise conflicts between the organisational goals and group goals.
Conflicts will harm the interest of workers if they are not handled properly. Conflicts can
be resolved through improvement of human relations in the organisation.

Criticism of Human Relations Approach
The human relations approach has been criticized on the following grounds:
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1.

Lack of Scientific Validity: The human relationists drew conclusions from Hawthorne
studies. These conclusions are based on clinical insight rather than on scientific evidence.

2.

Over-emphasis on Group: The human relations approach over-emphasises the group and
group decision-making.

3.

Over-stretching of Human Relations: It is assumed that all organisational problems are
amenable to solutions through human relations.

4.

Limited Focus on Work: The human relations approach lacks adequate focus on work.

5.

Over-stress on Socio-psychological Factors: The human relations approach undermines
the role of economic incentives in motivation and gives excessive stress on social and
psychological factors.

6.

Conflict between Organisational and Individual Goals: It view conflict between the goal
of the organisation and those of individuals as destructive.
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2.6 Behavioural Science Approach

Notes

Under behavioural science approach, the knowledge drawn from behavioural science, namely,
psychology, sociology and anthropology, is applied to explain and predict human behaviour. It
focuses on human behaviour in organisations and seeks to promote verifiable propositions for
scientific understanding of human behaviour in organisations. It lays emphasis on the study of
motivation, leadership, communication, group dynamics, participative management, etc.
The essential characteristics of behavioural science approach are as under:
1.

Data must be objectively collected and analyzed.

2.

Findings must be presented so that the distinction between cause and effect, as opposed to
chance occurrences, is clear.

3.

Facts must be systematically related to one another within a systematic framework. Data
collection alone does not constitute a science.

4.

The findings of a study must always be open to further examination and question.

The distinguishing feature of the behavioural sciences approach is the methodology employed
in developing the research in the management discipline. The crux of the methodology lies in
the collection and analysis of the relevant data. It is in this sense that this approach differs from
the human relations approach. Further, the behavioural scientists made the following
propositions:
1.

An organisation is a socio-technical system.

2.

Individuals differ with regard to attitudes, perceptions and value systems. As a result,
they behave differently to different stimuli under different conditions.

3.

People working in the organisation have their needs and goals which may differ from the
organisational goals. Attempts should be made to achieve fusion between organisational
goals and human needs.

4.

A wide range of factors influence inter-personal and group behaviour of people in
organisations.

The behaviour school has drawn heavily on the work of Maslow. His development of need
hierarchy to explain human behaviour and the dynamics of motivation process is an important
contribution. Douglas McGregor built on Maslow’s work in explaining his ‘Theory X’ and
‘Theory Y’. Frederick Herzberg developed a two-factor theory of motivation. He made a
distinction between the factors which either cause or prevent job dissatisfaction (hygienic factors),
and those factors which actually lead to motivation (motivational factors).
In the area of leadership, Robert Blak and Jane Mouton developed and popularized the ‘Managerial
Grid’. Rensis Likert has identified and extensively researched four Management Systems ranging
from System 1: Exploitive-Authoritative to System 4 :Group Participative. Each system
characterizes and organisational climate by employing several key dimensions of effectiveness
such as communication, motivation, leadership and others.
To sum up, the behavioural sciences approach gives emphasis on increasing productivity through
motivation and leadership. The central core of this approach lies in the following aspects of
human behaviour: motivation, leadership, communication, participative management and group
dynamics. The behavioural sciences have provided managers with a systematic understanding
of one of the most critical factors in the process of management-the human element. Insights
evolving from that understanding have been used to design work situations that encourage
increased productivity. It has enabled organisations to formulate programmes to more efficiently
train workers and managers, and it has effects in numerous other areas of practical significance.
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include Linear Programming, Critical Path Method (CPM), Programme Evaluation Review
Technique (PERT), Games Theory, Queuing Theory and Break-Even Analysis.

Notes

The quantitative approach uses mathematical formulate for finding solutions to the problems
that were previously unsolved. The abiding belief of the quantitative approach is that if
management is a logical process, it may be expressed in terms of mathematical symbols and
relationships. The basic approach is the construction of a quantitative model because it is though
this device that the problem is expressed in its basic relationships and in terms of selected
objectives. The construction of the model expresses the effectiveness of the system under study
as a function of a set of variables at least one of which is subject control. The general form of
operations research model is E = f (x 1, y1), where E represents the effectiveness of the system
(profit, cost and the like) x1 the variables of the system which are subjected to control and y 1
those which are not subject to control.
The quantitative approach to management has its root in the scientific management movement.
Since Taylor advocated a logical sequence of problem formulation, fact finding, modelling, a
tentative solution, testing, etc., his scientific approach could be classified as an early form of
quantitative approach to management. A natural extension of the scientific management is the
operations research.
The approach was updated so as to include development of mathematical models to represent a
system under study. I may be noted that the development of models required the skills of
money disciplines such as engineering, mathematics, economic, statistics, physical science,
behavioural sciences and cost accountancy. The mathematical formulation enabled the managers
to discover significant relationships that they could control.
Another important development alongwith the growth in the number of quantitative techniques
was the introduction of high speed digital computers. Starting in about 1970, the quantitative
approach to management turned away from emphasis on narrow operations research techniques
to the boarder perspective of decision techniques and models building. It also incorporated
computerised information systems and operations management. The latest emphasis of the
quantitative approach marked a move towards a more broad-based management.

2.8 Systems Approach
In the 1960s, a new approach to management appeared which attempted to unify the earlier
schools of thought. This approach is commonly referred to as ‘Systems Approach’. Basically, it
took up where the functional process management school let off to try to unify management
theory. “A system viewpoint may provide the impetus to unify management theory. By definition,
it could treat the various approaches, such as the process, quantitative and behavioural ones, as
subsystems in an overall theory of management. Thus, the systems approach may succeed
where the process approach has failed to lead management out of the theory jungle”.
The systems approach is based on the generalization that an organisation is a system and its
components are inter-related and inter-dependent. “A system is composed of related and
dependent elements which, when in interactions, form a unitary whole. It is simply an assemblage
or combination of things or parts, forming a complex whole. Its important feature is that it is
composed of hierarchy of sub-systems. The world as a whole can be considered to be a systems
in which various national economies are sub-system. In turn, each national economy is composed
of its various industries, each industry is composed of firms, and of course, a firm can be
considered a system composed of sub-systems such as production, marketing, finance, accounting
and so on”. Thus, each system may comprise several sub-systems and in turn, each sub-system
be further composed of sub-systems.
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Notes

2.12 Keywords
Administrative Management: Concerned with the determination of policies.
Behavioral Science Approach: This approach utilizes methods and techniques of social science,
which emphasizes on motivation, individual drives, group relations, leadership, group dynamics
and so forth.
Bureaucracy: A form of rational organisation characterized by division of labour, specialization,
structure, impersonal relations, competence of personnel etc.
Classical theory: It concentrates on the structure of the organisation for the achievement of
organisational goals and certain principles of management.
Contingency approach: It is concerned with the analysis of interaction of specific organisations
with their external environment and the adoption of structure to meet the requirements of the
situation.
Human relationists: The neo-classical writers were instrumental in creating a new image of
man and the work place.
Neo-classical Theory: This approach emphasizes on the importance of social and psychological
factors in determining workers' productivity and satisfaction.
Operational approach: It regards management as a universally applicable body of knowledge
that can be brought to bear at all levels of managing and in all types of enterprises.
Scientific management: It emphasizes efficiency of lower levels of organisation.
Systems approach: It is based on the generalization that an organisation is an open system
composed on inter-related and inter-dependent elements.

2.13 Self Assessment
Fill in the blanks:
1.

As per the classical theory, organisations were……………….and humans the………………..

2.

The classical theorists argued that the relationship between organisation and workers
could be establish through………………communication.

3.

Classical thought of management was divided into two parts namely ………………… and
……………………

4.

………………… is called the father of scientific management.

5.

The concept of division of work into sub-parts and then allotting these tasks among the
workers was known as …………………..

6.

Strict adherence to rules and regulations of regulations of business was the main point of
………………………

7.

Human Relations Theory was led by ……………….

8.

……………….. approach integrated all the elements for the proper and smooth functioning
of the organisation.

9.

A situation where output of each unit in an organisation becomes inputs for another such
as in production and maintenance divisions is referred to as …………………..
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10.

……………of an individual refers to a position determined as being important in the
interpersonal relationship of the group.

2.14 Review Questions
1.

Describe various Schools of Management Thought prevalent from time to time.

2.

Write a note on the evolution of management thought. What are the recent trends in
management thought?

3.

Explain the evolution of management thought from the early pioneers to modern times.

4.

Write an explanatory not on Henri Fayol’s contribution to modern management.

5.

Write an explanatory approach to the Scientific Management approach to the study of
management.

6.

“Fayol is considered as the father of modern management theory”. Discuss.

7.

Distinguish between Taylor and Fayol as far as the development of management thought
is concerned.

8.

Write short notes on:
Human Behaviour School

(b)

Mathematical School

(c)

Operational Approach.

9.

Discuss the contribution of Behavioural and System scientists to the development of
management thought.

10.

Distinguish between the following:
(a)

Contingency approach and systems approach.

(b)

Scientific management and quantitative approach.

11.

Write a short note on Human Relations Approach to Management.

12.

Distinguish between Human Relations and Scientific Management approach to
Management.

13.

Discuss in brief the contributions of Behavioural Science Approach and System Approach
to the study of management.

14.

Discuss the Systems Approach to the study of Management.

15.

(a)

What is systems approach to management? Explain the salient features of this
approach.

(b)

What are the major contributions of the Hawthorne experiments to the present day
organisations?

16.
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(a)

Do you think management theory will ever be as precise as theories in the fields of
physics, chemistry or experimental psychology? Why or why not?
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Objectives
After studying this unit, you will be able to:
Identify the types of plans
Discuss the planning process
State the characteristics of planning
Explain traditional objective setting
Discuss the concept of strategic management

Introduction
The necessity for planning arises because of the fact that business organisations have to operate,
survive and progress in a highly dynamic economy where change is the rule, not the exception.
The change may be sudden and extensive, or it may be slow and almost imperceptible. Some of
the important forces of change may be: changes in technology, changes in population and
income distribution, changes in the tastes of consumers, changes in competition, changes in
government policies etc. These changes often give rise to innumerable problems and throw
countless challenges. Most of these changes are thrust on managers thus, managers are forced to
adjust their activities in order to take full advantage of favourable developments or to minimise
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machinery, materials, management) should be recoginised and given due weightage.
When ignored, the critical factor would seriously impact the process of planning
and make it impossible to achieve goals.

Notes

3.4 Characteristics of Planning
Planning has a number of characteristics:
1.

Planning is goal-oriented: All plans arise from objectives. Objectives provide the basic
guidelines for planning activities. Planning has no meaning unless it contributes in some
positive manner to the achievement of predetermined goals.

2.

Planning is a primary function: Planning is the foundation of management. It is a parent
exercise in management process. It is a preface to business activities.

3.

Planning is all-pervasive: Planning is a function of all managers. It is needed and practised
at all managerial levels. Planning is inherent in everything a manager does. Managers
have to plan before launching a new business.

4.

Planning is a mental exercise: Planning is a mental process involving imagination, foresight
and sound judgment. Planning compels managers to abandon guesswork and wishful
thinking.

5.

Planning is a continuous process: Planning is continuous. It is a never-ending activity.
Once plans for a specific period are prepared, they are translated into action.

6.

Planning involves choice: Planning essentially involves choice among various alternative
courses of action.

7.

Planning is forward looking: Planning means looking ahead and preparing for the future.
It means peeping into the future, analysing it and preparing for it.

8.

Planning is flexible: Planning is based on a forecast of future events. Since future is uncertain,
plans should be reasonably flexible.

9.

Planning is an integrated process: Plans are structured in a logical way wherein every
lower-level plan serves as a means to accomplish higher level plans. They are highly
interdependent and mutually supportive.

10.

Planning includes efficiency and effectiveness dimensions: Plans aim at deploying resources
economically and efficiently. They also try to accomplish what has been actually targeted.
The effectiveness of plans is usually dependent on how much it can contribute to the
predetermined objectives.

3.5 Traditional Objective Setting
An objective is a specific step, a milestone, which enables you to accomplish a goal. Setting
objectives involves a continuous process of research and decision-making. Knowledge of yourself
and your unit is a vital starting point in setting objectives.
Strategic planning takes place at the highest levels; other managers are involved with operational
planning. The first step in operational planning is defining objectives - the result expected by the
end of the budget (or other designated) cycle.
Setting right objectives is critical for effective performance management. Such objectives as
higher profits, shareholder value, customer satisfaction may be admirable, but they don’t tell
managers what to do. “They fail to specify priorities and focus. Such objectives don’t map the
journey ahead - the discovery of better value and solutions for the customer.”
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5.

We don’t have enough time

6.

We don’t have enough will power to follow through

Due to all these reasons you need a very strong motivator. Something that will pull, push
or drag you forward. There is only one thing powerful enough to do that and it’s a
VISION.
You’ll still have to write all of your goals down. Then take that piece of paper and envision
yourself after achieving all these goals. In order to succeed you have to become a person
capable of succeeding, you have to start thinking like that person, act like that person.
Make yourself truly believe that you are looking into your future through the crystal ball.
Remember every little detail - expression on your friends’ faces, proud look in you parents
eyes. Feel the warm breeze on your face, smell the salty air of the ocean, imagine your
new house on the beach.
You need to create a vision so powerful, so desirable, so compelling that it draws all your
energy and motivation to it. It has to become an obsession. You have to feel something
that a person finding an oasis in the middle of the desert would feel. Absolute excitement
and complete determination. Then any goal becomes possible.
Source: http://www.time-management-improvement.com/arina-why-traditional-goal-setting-does-notwork.html

3.6 Strategic Management
According to Robert Lamb, “Strategic management is an ongoing process that evaluates and
controls the business and the industries in which the company is involved; assesses its competitors
and sets goals and strategies to meet all existing and potential competitors; and then reassesses
each strategy annually or quarterly (i.e. regularly) to determine how it has been implemented
and whether it has succeeded or needs replacement by a new strategy to meet changed
circumstances, new technology, new competitors, a new economic environment, or a new social,
financial, or political environment.”
Thus, we can say that strategic management is the process of drafting, implementing and
evaluating cross-functional decisions that enable an organisation to achieve its long-term
objectives. It is the process of specifying the organisation’s mission, vision, objectives, and
goals; developing policies and plans, often in terms of projects and programs, which are designed
to achieve these objectives, and then allocating resources to implement the policies and plans,
projects and programs.
Strategic management is a level of managerial activity under setting goals and over tactics.
Strategic management provides overall direction to a business organisation.

Strategy Formulation
Strategic management is a combination of three main processes which are as follows:
1.

Performing a situation analysis, self-evaluation and competitor analysis: both internal
and external; both micro-environmental and macro-environmental.

2.

Concurrent with this assessment, objectives are set. These objectives should be parallel to
a timeline; some are in the short-term and others on the long-term. This involves crafting
vision statements (long term view of a possible future), mission statements (the role that
the organisation gives itself in society), overall corporate objectives (both financial and
strategic), strategic business unit objectives (both financial and strategic), and tactical
objectives.
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3.

These objectives should, in the light of the situation analysis, suggest a strategic plan. The
plan provides the details of how to achieve these objectives.

This three-step strategy formulation process is sometimes referred to as determining where you
are now, determining where you want to go, and then determining how to get there. These three
questions are the essence of strategic planning.

Strategy Implementation
The following steps are involved in strategic implementation:
1.

Allocation and management of sufficient resources (financial, personnel, operational
support, time, technology support)

2.

Establishing a chain of command or some alternative structure (such as cross functional
teams)

3.

Assigning responsibility of specific tasks or processes to specific individuals or groups

4.

It also involves managing the process. This includes monitoring results, comparing to
benchmarks and best practices, evaluating the efficacy and efficiency of the process,
controlling for variances, and making adjustments to the process as necessary.

5.

When implementing specific programs, this involves acquiring the requisite resources,
developing the process, training, process testing, documentation, and integration with
(and/or conversion from) legacy processes.

Thus, when the strategy implementation processes, there are many problems that a manger has
to take care of, such as those involving human relations and/or the employee-communication.
At this stage, the greatest implementation problem usually involves marketing strategy, with
emphasis on the appropriate timing of new products. An organisation, with an effective
management, should try to implement its plans without signaling the fact to its competitors.
In order for a policy to work, there must be a level of consistency from every person in an
organisation, including from the management. This is what needs to occur on the tactical level
of management as well as strategic.

Strategy Evaluation
While measuring the effectiveness of the organisational strategy, it’s extremely important to
conduct a SWOT analysis to figure out the strengths, weaknesses, opportunities and threats
(both internal and external) of the entity in question. This may require to take certain
precautionary measures or even to change the entire In corporate strategy, Johnson and Scholes
present a model in which strategic options are evaluated against three key success criteria:
1.

Suitability (would it work?)

2.

Feasibility (can it be made to work?)

3.

Acceptability (will they work it?)

Let us understand each of them one by one.
1.

Suitability: Suitability deals with the overall rationale of the strategy. The key point to
consider is whether the strategy would address the key strategic issues underlined by the
organisation’s strategic position.
(a)
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Does it make economic sense?

LOVELY PROFESSIONAL UNIVERSITY

Unit 3: Planning

(b)

Would the organisation obtain economies of scale, economies of scope or experience
economy?

(c)

Would it be suitable in terms of environment and capabilities?

Notes

Tools that can be used to evaluate suitability include:

2.

(a)

Ranking strategic options

(b)

Decision trees

(c)

What-if analysis

Feasibility: Feasibility is concerned with the resources required to implement the strategy
are available, can be developed or obtained. Resources include funding, people, time and
information.
Tools that can be used to evaluate feasibility include:

3.

(a)

Cash flow analysis and forecasting

(b)

Break-even analysis

(c)

Resource deployment analysis

Acceptability: Acceptability is concerned with the expectations of the identified
stakeholders (mainly shareholders, employees and customers) with the expected
performance outcomes, which can be return, risk and stakeholder reactions.
(a)

Return deals with the benefits expected by the stakeholders (financial and nonfinancial). For example, shareholders would expect the increase of their wealth,
employees would expect improvement in their careers and customers would expect
better value for money.

(b)

Risk deals with the probability and consequences of failure of a strategy (financial
and non-financial).

(c)

Stakeholder reactions deal with anticipating the likely reaction of stakeholders.
Shareholders could oppose the issuing of new shares, employees and unions could
oppose outsourcing for fear of losing their jobs, customers could have concerns over
a merger with regards to quality and support.

Tools that can be used to evaluate acceptability include:
(a)

what-if analysis

(b)

stakeholder mapping

General Approaches
In general terms, there are two main approaches, which are opposite but complement each other
in some ways, to strategic management:
1.

Sociological Approach: The Sociological Approach deals primarily with human
interactions.
Assumptions:
(a)

Bounded rationality,

(b)

Satisfying behaviour,

(c)

Profit sub-optimality.
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3.9 Self Assessment
Fill in the blanks:
1

An initial idea about corporate objectives may have to be .................. if there is no feasible
implementation plan that will meet with a sufficient level of acceptance.

2

.................. systems should be used to share information and create common goals.

3

Formulation and .................. of strategy must occur side-by-side rather than sequentially.

4.

.................. involves adapting the organisation to its business environment.

5

Traditional goal setting was initiated in 1800s by…………………….industry.

6

A plan is a .................. for accomplishment.

7

A strategic business unit is a .................. unit that is usually responsible for its own budgeting,
new product decisions, hiring decisions, and price setting.

8

Alternate plans to be used in case of failure of original plans are called…………………plans.

9

…………………plans are related to short term goals.

10.

…………………of the strategy refers to the overall rationale of the strategy.

3.10 Review Questions
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1

‘Future keeps on moving. It may not be possible to predict future changes accurately and
provide for them in plans’. Discuss.

2

Discuss the essential features of a good plan that you developed to make your project(s)
successful.

3

Which kind of plan – tactical or operational, should an organisation develop first? Why?

4.

‘Planning and forecasting are inextricably intertwined’. Comment.

5

Almost by definition, organisations cannot accomplish all of their goals. Why?

6

Think of examples of each type of operational plan you have used at work, in your college
work or even in your personal life.

7

A new business venture has to develop a comprehensive business plan to borrow money
to get started. Companies leading the industry assert that they did not follow the original
plan very closely. Does that mean that developing the plan was a waste of time for these
eventually successful companies?

8

What will you do when a project does not come to fruition as expected, because of inefficient
planning?

9

What do you perceive to be the role of a city planner in private practice? In public service?

10.

Do your personal values support the concepts of successful planning? If so, how?

11.

Can you recall a time when important plans were changed? What did you do?

12.

Comprehensive planning emerges as a relatively new concept these days in management
arena. On the basis of the knowledge you gained from this unit, how would you define the
concept and its significance?
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Objectives
After studying this unit, you will be able to:
State the meaning and significance of forecasting
Discuss techniques of business forecasting
State the advantages and limitations of business forecasting

Introduction
Forecasting is the process of estimation in unknown situations. Business forecasting is a
systematic attempt to probe into the future, so as to identify the threats and opportunities and
achieve goals successfully by making and implementing well designed plans of action. Business
forecasting helps in analysing the economic, political and market information to reduce the
risks involved in making business decisions and long-range plans. Forecasts make management
think ahead and give singularity of purpose to planning by concentrating attention on the
future. Business forecasting involves a 'look ahead' approach in business.

4.1 Forecasting
Business forecasting involves a wide range of tools, including simple electronic spreadsheets,
Enterprise Resource Planning (ERP) and Electronic Data Interchange (EDI) networks, advanced
supply chain management systems, and other Web-enabled technologies.
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5.

Forecasting helps in minimising the costly planning errors.

6.

Effective forecasting helps in identifying the environmental forces and assists in providing
for these challenges, though in an imperfect way. Without business forecasting, individuals
as well as organisations are at the mercy of future events.

7.

Forecasting also helps in preparing the organisation for future crisis and emergencies.
The organisation, through adequate planning measures, can buffer itself against many, if
not all, of these unexpected changes. It may be impossible to evolve necessary shock
absorbers completely guard against business cycles but at least their impact can be fairly
assessed, and the unfavourable consequences can be minimised.

8.

It supplies vital information regarding the weak spots in the organisation thereby paving
the way to appropriate control. Once such areas are spotted, it is easy for managers to
establish checkposts for effective control and sound planning thereafter.

4.1.4 Limitations of Forecasting
Forecasts are only estimates of future conditions and not indicators of actual position. Future is
shrouded by shadows of uncertainty. It is quite possible that, because of uncertainty, the best
possible plan may result in losses and a bad plan in profits. Uncertainty always places severe
limitations on the efficacy of forecasting. Forecasting suffers from the following limitations:
1.

Reliability of past data. Although past events are analyzed as a guide to the future, a
question is raised as to the accuracy of these recorded events.

2.

Accurate judgment is needed to identify key factors entering the forecast, interpreting
data and selecting methods of analysis and applying them to problems.

3.

Single figure forecasts may be unsatisfactory, as there is a need for probability to be
attached, thereby evaluating the likelihood of the event occurring.

4.

A successful forecast is something of a miracle and often occurs for wrong reasons.
Prophesies of future events is hazardous and in the case of business undertakings operating
in highly volatile and turbulent environments, forecasting is meaningless.

5.

Forecasting is based largely on predictions and assumptions. Guesswork, however perfectly
made, cannot eliminate the margin of error, the possibility of mistakes.

6.

The forecasting techniques have not been fully developed as yet and there is no fool proof
method of predicting the future. Thus forecasting is more of an art than a science. Its
success largely depends on how skillfully it is put into practice, how effectively the
forecasting techniques have been made, etc.

4.1.5

Techniques of Forecasting

Many scholars have proposed a variety of ways to categorize forecasting methodologies. The
following classification is a modification of the classification developed by Gordon over two
decades ago:
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1.

Genius forecasting: This method is based on a combination of intuition, insight, and luck.
Psychics and crystal ball readers are the most extreme case of genius forecasting. Their
forecasts are based exclusively on intuition. Science fiction writers have sometimes
described new technologies with uncanny accuracy.

2.

Trend extrapolation: These methods examine trends and cycles in historical data, and then
use mathematical techniques to extrapolate to the future. The assumption of all these
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A business forecast provides a high level strategic budget overview, assists in the
identification of business opportunities and risks, and provides a quantifiable framework
for the development of business strategies and actions.
Forecasting forces executives to look ahead, think through the future and improve their
mental faculties.
Also very important for forecasting is the concept of premising which means a proposition
supporting or helping to support a conclusion.

4.4 Keywords
Econometrics: Econometrics is derived from several disciplines, including mathematical
economics, statistics, economic statistics, and economic theory. The goal of econometrics is
twofold: to give economic theory empirical data and to empirically verify it.
Forecasting: Forecasting is the process of estimation in unknown situations.
Futurist: Futurists, are those who speculate about the future.
Premise: A proposition antecedently supposed or proved; something previously stated or assumed
as the basis of further argument.

4.5 Self Assessment
Fill in the blanks:
1

The .................. become guides for business planning.

2

.................. give way to opinions.

3

.................. premises are concerned with the general business climate.

4.

When a major technological breakthrough does occur, it takes .................. and .................. to
accept the implications of the finding.

5

Historians often .................. their own beliefs and biases when they write about the past.

6

.................. forecasting technique is appropriate for all situations.

7

Decision theory is based on the concept that an .................. of a discrete variable.

8

……………………should act as a pre-stage of budget preparation.

9

Forecasting based on intuition is referred to as……………………..forecasting.

10.

…………………forecasts give more accurate figures for future.

4.6 Review Questions
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1

After going through the above unit, what do think is the difference between budgeting
and forecasting in cost accounts?

2

A firm uses simple exponential smoothing with a = 0.1 to forecast demand. The forecast
for the first week of February was 500 units, whereas actual demand turned out to be 450
units.
(a)

Forecast the demand for the second week of February.

(b)

Assume that the actual demand during the second week of February turned out to be
505 units. Forecast the demand for the third week of February.
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3.

What are possible benefits and problems when using the Delphi method to forecast new
products?

4.

“A sales forecast is often regarded both as a plan and as a premise.” Comment.

5.

Summarised income and expenditure forecasts for the months of March to August 2007 are
given below:
Month

Sales

Purchase

Wages

March

60,000

36,000

9,000

10,000

April

62,000

38,000

8,000

9,500

May

64,000

33,000

10,000

11,500

June

58,000

35,000

8,500

9,000

July

56,000

39,000

9,500

9,500

August

60,000

34,000

8,000

8,500

Notes

Overheads

You are required to prepare a starting on 1st May, 2007 taking into account the following
additional information
8,000.

(a)

Cash balance on 1st May, 2007, is

(b)

Sales and purchase are on credit basis.

(c)

Plant costing 16,000 is due for delivery in July. 10% is payable on delivery and the
balance after 3 months.

(d)

Advance tax installments of

(e)

The period of credit allowed by suppliers is 2 months and that allowed to customers
is 1 month.

(f)

Lag in payment of all expenses one month.

8,000 each are payable in March and June.

6.

How will you handle an employee who is extremely productive inside the organisation
but who's activities outside, can jeopardize your company's tangible premises?

7.

What would be the meaning of the GNP forecast showing a high level of activity and
growth for the coming year?

8.

Do you agree with the statement that we fail to forecast technological futures due to our
failure of nerve? Why/Why not?

9.

What will you do to reveal the relationships between events and developments that are
not possible to be taken care of by univariate forecasting techniques?

10.

Have you ever used a simulation method to forecast something? Suggest an illustrative
simulation for a game situation of your choice.

11.

Do you think that genius forecasting is helpful for modern mangers? Why/Why not?

12.

What do you think as the reason behind all the extrapolation techniques to have failed to
forecast the incidence of swine flu in India? Was it really a forecasting failure?

13.

Give examples to discuss how industry premises help managers to improve further industry
growth.

14.

Examine the significance of internal premises of a firm for itself as well as its immediate
environment.
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Objectives
After studying this unit, you will be able to:
State meaning and importance of decision-making
Discuss the decision-making process
Describe models of decision-making

Introduction
Individuals in organisations make decisions. That is, they make choices from among two or
more alternatives. Decision-making is almost universally defined as choosing between
alternatives. Decision-making is a critical activity in the lives of managers. The decisions a
manager faces can range from very simple, routine matters for which the manager has an
established decision rule (programmed decisions) to new and complex decisions that require
creative solutions (non-programmed decisions).
The word "decision" is derived from the Latin words "de ciso" which means, "cutting away" or to
come to a conclusion. A decision is the selection of a course of action. According to Felex M
Lopez, "a decision represents a judgement; a final resolution of a conflict of needs, means or
goals; and a commitment to action made in the face of uncertainty, complexity or even
irrationality."
According to Philip Marvin, "decision-making may be viewed as the process by which individuals
select a course of action from among alternatives to produce a desired result. It is a process made
up of four continuous interrelated phases: explorative, speculative, evaluative and selective."
Thus, decision-making is the process by which the decision-maker tries to jump over the obstacles
placed between his current position and the desired future position.

LOVELY PROFESSIONAL UNIVERSITY

79

Principles and Practices of Management

Notes

5.6 Summary
Decision-making can be regarded as an outcome of cognitive processes leading to the
selection of a course of action among several alternatives.
Making a decision implies that there are alternative choices to be considered and the best
alternative is to be chosen.
Most decisions are made by moving back and forth between the choice of criteria.
There is a five step decision-making process involved behind every decision.
There are many models available to help the managers take timely and effective decisions.
Group decisions are those taken by a group of persons constituted for this purpose.
To foster creativity in group Decision-making many techniques are used, such as: attribute
listing, brain storming, garden technique, nominal group technique and Delphi technique.

5.7 Keywords
Brainstorming: Group of people are given a problem and suggestions are sought.
Delphi Technique: Getting information from physically dispersed people.
Intuition: It is the apparent ability to acquire knowledge without inference or the use of reason.
Nominal Group Technique: Help generate ideas while letting group members think
independently.
Optimizing: Making the best possible
Rationality: Having complete knowledge about all the details of a given situation.

5.8 Self Assessment
1

Choose the appropriate answer:
(a)

In decision-making, one adheres to the following steps: (A) Secure pertinent
information. (B) Define the problem. (C) Analyze the facts.
Of the four choices below, the correct order of these steps is?
(i) A, B, C

(b)

2
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(ii) B, A, C

(iii) C, B, A

(iv) A, C, B

In which of the following situations should an employee use his own judgment?
(i)

When immediate action is necessary and the rules do not cover the situation.

(ii)

Whenever the rules appear to be unfair in their application.

(iii)

Whenever a situation is not covered by established rules.

(iv)

Whenever a superior is present.

State whether the following statements are true or false:
(a)

A decision is the selection of a course of action.

(b)

Decision-making is the process by which the decision-maker tries to jump over the
obstacles placed between his current position and the past position.

(c)

The first step in decision-making process is developing the problem.
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(d)

If tried, it is very easy to state a problem accurately.

(e)

According to rationality model, managers select the first alternative that is
satisfactory.

(f)

Bounded rationality assumes that managers satisfice.

(g)

Satisficing decisions make progress toward work stations.

(h)

The Garbage Can Model illustrates the idea that not all organisational decisions are
made in a step-by-step.

(i)

In brainstorming, the participants are given only an outline of the problem.

(j)

In nominal group technique, individuals can independently think about the problem.

(k)

Brainstorming reduces the bandwagon effect of majority opinion.

Notes

5.9 Review Questions
1.

How do you react in a situation where you need to take an immediate decision? What
process will you follow for decision-making in such a critical situation?

2.

Have you ever faced a situation when you had to take a decision, which did not fall within
in your area of responsibility? What decision did you make and how?

3.

Have you ever tried to delay any decision-making? What were the consequences of this on
both your company and customers?

4.

Do you always make decisions on your own without the help of others? In which situations
do you seek other's help for decision-making?

5.

When a logical approach to a problem is ineffective, how do you come up with a solution?

6.

What steps do you take when a customer claims that part of his consignment has not been
delivered?

7.

If a clash of personalities were to occur with a colleague, what steps would you take to
make the working relationship run smoothly?

8.

Under what conditions would a majority of one be a satisfactory approach to making
decisions? Should a majority of one ever be the basis for action?

9.

How many alternative solutions should be considered in making decisions? How do you
decide?

10.

What would you do in a situation where you are the supreme authority to make a
strategically important decision for your organisation. You may take no one's advice in
the end but at least get their input. A new angle on the problem may be surprisingly
helpful in solidifying the decision or at least the way to go about making the decision
work for you. Will you take the help of the others or would rather make the decision on
your own?

11.

Among securing pertinent information, defining the problem and analysing the facts,
which would be your preferred order of activities and why?

12.

Should an employee use his own judgement when an immediate action is necessary and
the rules do not cover the situation? Support your answer with reasons.

13.

Have you ever faced a situation when you had to take a decision, which did not fall within
in your area of responsibility? What decision did you make and how?
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Objectives
After studying this unit, you will be able to:
Discuss management by objectives and management by exception
Describe different styles of management
Explain McKinsey’s 7-S approach
State the concept of self-management
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Introduction
We all know that good management is characterised usually by the accomplishment of desired
objectives. Management by Objectives or MBO is a technique which helps a manager to achieve
his objectives in an efficient manner.
MBO insists that a manager be very clear about his objectives before he starts a task. If a manager
is not sure about his destination, he is unlikely to arrive, and in all probability he may not even
know whether he is on the right road or not, or if he has arrived or not.
MBO is as old as management itself. In fact, management has to be always with and by objectives.
Unfortunately, however, most managers are really not sure about their objectives. They are
usually not clear as to what their organisation, department or section should achieve within a
particular period of time. If properly implemented MBO can provide the dynamism, purpose
and trust that are essential characteristics of effective management. It is like inflating back to
shape a tube which has become somewhat flat.

6.1 Core Concepts of MBO
Management by Objectives (MBO) was first outlined by Peter Drucker in 1954 in his book ‘The
Practice of Management’. It is a systematic and organised approach that allows management to
focus on achievable goals and to attain the best possible results from available resources.
MBO aims to increase organisational performance by aligning goals and subordinate objectives
throughout the organisation. It managers focus on the result, not the activity. They delegate
tasks by “negotiating a contract of goals” with their subordinates without dictating a detailed
roadmap for implementation. Management by Objectives (MBO) is about setting yourself
objectives and then breaking these down into more specific goals or key results. Ideally,
employees get strong input to identify their objectives, time lines for completion, etc. MBO
includes ongoing tracking and feedback in the process to reach objectives.
According to Drucker managers should “avoid the activity trap”, getting so involved in their
day to day activities that they forget their main purpose or objective. Instead of just a few top
managers, all managers should:
1

participate in the strategic planning process, in order to improve the implementability of
the plan, and

2

implement a range of performance systems, designed to help the organisation stay on the
right track.

6.1.1

Setting Objectives

In Management by Objectives (MBO) systems, objectives are written down for each level of the
organisation, and individuals are given specific aims and targets. “The principle behind this is
to ensure that people know what the organisation is trying to achieve, what their part of the
organisation must do to meet those aims, and how, as individuals, they are expected to help.
This presupposes that organisation’s programs and methods have been fully considered. If they
have not, start by constructing team objectives and ask team members to share in the process.”
For Management by Objectives (MBO) to be effective, individual managers must understand the
specific objectives of their job and how those objectives fit in with the overall company objectives
set by the board of directors. “A manager’s job should be based on a task to be performed in
order to attain the company’s objectives... the manager should be directed and controlled by the
objectives of performance rather than by his boss.”
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6.3 Benefits of Management by Objectives

Notes

MBO is hailed as the greatest innovation in years. Advocates argue that “it is the successor to
Taylor’s ‘mental revolution’-a new way of thinking about, and engaging in, collective effort”. It
is claimed that when an organisation is managed by objectives, it becomes performance-oriented,
it grows, develops and becomes socially useful in many ways:
1.

Clear goals: MBO produces clear and measurable performance goals. Goals are set in an
atmosphere of participation, mutual trust and confidence.

2.

Better planning: MBO programmes sharpen the planning process. Specific goals are
products of concrete thinking.

3.

Facilitates control: MBO helps in developing controls. A clear set of verifiable goals
provides an outstanding guarantee for exercising better control.

4.

Objective appraisal: MBO provides a basis for evaluating a person’s performance since
goals are jointly set by superior and subordinates.

5.

Motivational force: Both appraiser and appraisee are committed to the same objective. It
forces managers to think of result oriented planning rather than planning for activities or
work.

6.

Better morale: MBO encourages commitment rather than rote compliance. It is at functional
in terms of what top management demands and developmental in terms of people at
work.

7.

Result-oriented philosophy: MBO is a result-oriented, practical and rational management
philosophy.

6.4 Limitations of Management by Objectives
MBO is not a panacea, a cure for all organisational problems. Quite often, many organisations
look at MBO as an instant solution to their problems. They fail to recognise that MBO demands
careful planning and implementation to be successful.
This technique, like all others, can be no better than the people who try to apply it. Some of the
problems preventing MBO from achieving its best results may be catalogued thus:
1.

Pressure-oriented: MBO may prove to be self-defeating in the long run since it is tied with
a reward-punishment psychology. It is a clear violation of the integrity of subordinate’s
personality. MBO programmes sometimes, discriminate against superior performers. It
tries to indiscriminately force improvement on all employees and at times, may penalise
the very people who are most productive in the organisation.

2.

Time consuming: MBO demands a great deal of time to carefully set objectives, at all levels
of the organisation. Initially to instill confidence in subordinates in the ‘new system’,
superiors may have to hold many meetings. The formal, periodic progress and final
review sessions also consume time.

3.

Increases paperwork: MBO programmes introduce a tidal wave of newsletters, instruction
booklets, training manuals, questionnaires, performance data, reports into the
organisation. To stay abreast of what is going on in the organisation, managers may
demand regular reports and data in writing, resulting in ‘gruelling exercise in filling out
forms’. It has created one more ‘paper mill’. According to Howell, MBO’s effectiveness is
inversely related to the number of MBO forms.
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mean achievement. Yet, it is extremely difficult to articulate Ram's management style or
identifying any major steps taken by the company or the IT industry to him.

Notes

Ramdorai inherited TCS from FCKohli who had already identified and clearly laid down
the building blocks for TCS business in software and IT services. The key presence in
leading markets like US and Europe was already in place. The business model of hiring
engineers and programmers from across India and posting them on projects abroad and
earning profits by wage arbitrage was well established. Servicing foreign clients from
providing offshore centres in India also began in the late'80s.
In a Business India article which came after Ramadorai took over as the CEO from FCKohli,
Mr Kohli had made a terse comment that " Ramadorai had no vision for TCS, but will
acquire it over time."
The strategy and business model of TCS from the FCKohli era was scaled up by Ramadorai
and his team to levels no one ever thought was possible. Year 2000 presented a great
opportunity to scale up this model and create software factories. Even the decision to
leverage Y2K was not really a conscious decision by Ram/TCS but being with the flow.
The entire Indian IT industry was gearing up for it and having had a headstart in this
business TCS and Infosys made the most of it.
There is no clear evidence or information that some of the acquisitions made by TCS were
actually driven by any grand vision of Ramadorai. It appears that the CMC acquisition
which was part of the disinvestment move of the Govt of India, was a decision thrust on
TCS by Bombay House. The merger of Tata Infotech with TCS also appeared to be a
Bombay House decision to strengthen an ailing company. Even the decisions of not
launching an IPO at the height of the dot-com boom of '99-2000 and finally launching an
IPO in 2004 was more a decision of the owners rather than the CEO's.
It has to be said that after TCS ceased to be a division of Tata Sons and became a public
limited company and was declaring results Quarter after quarter, visibility of TCS and
Ramadorai improved considerably.
Inspite of his frequent appearances in media as MD of TCS or as an elder spokesperson of
the IT industry, Ramadorai's statements or quotes had minimal substance and little impact.
Even his favourites would not accuse him of having any charisma. Ramadorai and TCS
always looked pale in front of the well-oiled PR machinery of Infosys.
In the last five years after the IPO, even though Ramadorai was the CEO, it was becoming
increasingly visible that the day-to-day operations and much of the strategic decisions
were being made by the top team particularly the current CEO, Chandra. The recent
acquisition of Citi BPO or the organisational restructuring of 2007/08 were seen as
Chandra's initiatives rather than Ram's.
Ramadorai had a very minimalist style of management. Being at the helm of affairs of
such a large company, yet appearing very aloof. Sometimes he went along with the
decisions and initiatives taken by his bosses in Bombay House and sometimes by his
team. He did not make any grand statements of vision or put his personal prestige behind
any major decision. Yet, he did not do anything silly. He may appear like a bystander, but
he was very much on the ball in terms of facts and figures. He had the wisdom to know he
had a good thing going in TCS.
Ramadorai may not have been anywhere close to the textbook profile of a great corporate
leader, yet he leaves the top job at TCS as an extremely successful manager. As Ramadorai
moves up as the VC, hoping that Chandra and TCS continue to ride on Ram's luck.
Source: businessbaatein
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McKinsey’s 7-S framework suggests that there is a multiplicity of factors that influence an
organisation’s ability to change and its proper mode of change.

Notes

The self-concept is the accumulation of knowledge about the self, such as beliefs regarding
personality traits, physical characteristics, abilities, values, goals, and roles.

6.10 Keywords
Management by Objectives: Management model that aims to improve performance of an
organisation by clearly defining objectives that are agreed.
Management by Exception: Practice in which only the information that indicates a significant
deviation of actual results from the budgeted or planned results is brought to the management’s
notice.
McKinsey’s 7-S Framework: Management model which describes seven factors which should be
organised by a company in an efficient and holistic way.
Self-concept: Accumulation of knowledge about the self, such as beliefs regarding personality
traits, physical characteristics, abilities, values, goals, and roles.

6.11 Self Assessment
Fill in the blanks:
1.

MBO is…………………..with management philosophies.

2.

Action plans may be developed by both manager and ………………...

3.

Specific goals are products of …………………..

4.

The objective of……………………….is to facilitate management’s focus on really important
tactical and strategic tasks.

5.

In………………..style of management, individual personality and forcefulness are not
seen as the prerequisites for effective leadership.

6.

Strategy, systems and…………….are three hard Ss as per McKinsey’s 7-S model.

7.

……………, ………………and …………….are three components of self concept.

8.

………………self concept corresponds to the real self.

9.

Your …………. self may not be consistent with what actually happens in your life or your
experiences.

10.

Primary self concept is shaped up by the ………….. experiences the person has in his home
during his early years.

6.12 Review Questions
1.

“MBO is as old as management itself.” Comment

2.

What do you mean by the phrase-”Managers should “avoid the activity trap”?

3.

Discuss the concept of MBO and highlight its usefulness.

4.

Explain the process of MBO.

5.

Analyse the pros and cons of MBO.

6.

Write a short note on- Management by exception.
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Objectives
After studying this unit, you will be able to:
Explain the meaning and process of organisational design and organisational structure
State the importance and kinds of organisational structure
Discuss the principles of organisation

Introduction
Organising as a function of management involves division of work among people whose efforts
must be co-ordinated to achieve specific objectives and to implement pre-determined strategies.
Organisation is the foundation upon which the whole structure of management is built. It is the
backbone of management. After the objectives of an enterprise are determined and the plan is
prepared, the next step in the management process is to organise the activities of the enterprise
to execute the plan and to attain the objectives of the enterprise. The term organisation is given
a variety of interpretations. In any case, there are two broad ways in which the term is used.
In the first sense, organisation is understood as a dynamic process and a managerial activity
which is necessary for bringing people together and tying them together in the pursuit of
common objectives.
When used in the other sense, organisation refers to the structure of relationships among
positions and jobs which is built up for the realisation of common objectives.

7.1 Organising – The Process
Organisation is the process of establishing relationship among the members of the enterprise.
The relationships are created in terms of authority and responsibility. To organise is to harmonise,
coordinate or arrange in a logical and orderly manner. Each member in the organisation is
assigned a specific responsibility or duty to perform and is granted the corresponding authority
to perform his duty. The managerial function of organising consists in making a rational division
of work into groups of activities and tying together the positions representing grouping of
activities so as to achieve a rational, well coordinated and orderly structure for the
accomplishment of work. According to Louis A Allen, "Organising involves identification and
grouping the activities to be performed and dividing them among the individuals and creating
authority and responsibility relationships among them for the accomplishment of organisational
objectives." The various steps involved in this process are:
1

108

Determination of Objectives: It is the first step in building up an organisation. Organisation
is always related to certain objectives. Therefore, it is essential for the management to
identify the objectives before starting any activity. Organisation structure is built on the
basis of the objectives of the enterprise. That means, the structure of the organisation can
be determined by the management only after knowing the objectives to be accomplished
through the organisation. This step helps the management not only in framing the
organisation structure but also in achieving the enterprise objectives with minimum cost
and efforts. Determination of objectives will consist in deciding as to why the proposed
organisation is to be set up and, therefore, what will be the nature of the work to be
accomplished through the organisation.
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2.

Enumeration of Objectives: If the members of the group are to pool their efforts effectively,
there must be proper division of the major activities. The first step in organising group
effort is the division of the total job into essential activities. Each job should be properly
classified and grouped. This will enable the people to know what is expected of them as
members of the group and will help in avoiding duplication of efforts. For example, the
work of an industrial concern may be divided into the following major functions –
production, financing, personnel, sales, purchase, etc.

3.

Classification of Activities: The next step will be to classify activities according to
similarities and common purposes and functions and taking the human and material
resources into account. Then, closely related and similar activities are grouped into
divisions and departments and the departmental activities are further divided into sections.

4.

Assignment of Duties: Here, specific job assignments are made to different subordinates
for ensuring a certainty of work performance. Each individual should be given a specific
job to do according to his ability and made responsible for that. He should also be given
the adequate authority to do the job assigned to him. In the words of Kimball and Kimball,
"Organisation embraces the duties of designating the departments and the personnel that
are to carry on the work, defining their functions and specifying the relations that are to
exist between department and individuals."

5.

Delegation of Authority: Since so many individuals work in the same organisation, it is
the responsibility of management to lay down structure of relationship in the organisation.
Authority without responsibility is a dangerous thing and similarly responsibility without
authority is an empty vessel. Everybody should clearly know to whom he is accountable;
corresponding to the responsibility authority is delegated to the subordinates for enabling
them to show work performance. This will help in the smooth working of the enterprise
by facilitating delegation of responsibility and authority.

Notes

7.2 Organisational Design
Organisation design may be defined as a formal, guided process for integrating the people,
information and technology of an organisation. Organisation design involves the creation of
roles, processes, and formal reporting relationships in an organisation. One can distinguish
between two phases in an organisation design process: strategic grouping, which establishes the
overall structure of the organisation, (its main sub-units and their relationships), and operational
design, which defines the more detailed roles and processes.
It is used to match the form of the organisation as closely as possible to the purpose(s) the
organisation seeks to achieve. Through the design process, organisations act to improve the
probability that the collective efforts of members will be successful. Thus it may said to be a
process for improving the probability that an organisation will be successful.

7.2.1

Hierarchical Systems

Western organisations have been highly influenced by the command and control structure of
ancient military organisations, especially those of USA and by the turn of the century introduction
of Scientific Management. Most organisations today are designed as a bureaucracy in whom
authority and responsibility are arranged in a hierarchy. Within the hierarchy, the laws, policies,
and procedures are uniformly and impersonally applied to exert control over member
behaviours. Activity is organised within departments in which people perform specialized
functions such as manufacturing, sales, or accounting. People who perform similar tasks are
clustered together.
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7.2.4

Notes

Exercising Choice

Organisations are an invention of man. They are contrived social systems through which groups
seek to exert influence or achieve a stated purpose. People choose to organise when they recognize
that by acting alone they are limited in their ability to achieve. We sense that by acting in concert
we may overcome our individual limitations.
When we organise we seek to direct, or pattern, the activities of a group of people toward a
common outcome. How this pattern is designed and implemented greatly influences effectiveness.
Patterns of activity that are complementary and interdependent are more likely to result in the
achievement of intended outcomes. In contrast, activity patterns that are unrelated and
independent are more likely to produce unpredictable, and often unintended results.
The process of organisation design matches people, information, and technology to the purpose,
vision, and strategy of the organisation. Structure is designed to enhance communication and
information flow among people. Systems are designed to encourage individual responsibility
and decision making. Technology is used to enhance human capabilities to accomplish
meaningful work. The end product is an integrated system of people and resources, tailored to
the specific direction of the organisation.

7.3 Organisation Structure
An organisation structure shows the authority and responsibility relationships between the
various positions in the organisation by showing who reports to whom. Organisation involves
establishing an appropriate structure for the goal seeking activities. It is an established pattern
of relationship among the components of the organisation. March and Simon have stated that"Organisation structure consists simply of those aspects of pattern of behaviour in the organisation
that are relatively stable and change only slowly." The structure of an organisation is generally
shown on an organisation chart. It shows the authority and responsibility relationships between
various positions in the organisation while designing the organisation structure, due attention
should be given to the principles of sound organisation.

7.3.1

Significance of Organisation Structure

1.

Properly designed organisation can help improve teamwork and productivity by providing
a framework within which the people can work together most effectively.

2.

Organisation structure determines the location of decision-making in the organisation.

3.

Sound organisation structure stimulates creative thinking and initiative among
organisational members by providing well defined patterns of authority.

4.

A sound organisation structure facilitates growth of enterprise by increasing its capacity
to handle increased level of authority.

5.

Organisation structure provides the pattern of communication and coordination.

6.

The organisation structure helps a member to know what his role is and how it relates to
other roles.

7.3.2

Determining the Kind of Organisation Structure

According to Peter F Drucker-"Organisation is not an end in itself, but a means to the end of
business performance and business results. Organisation structure is an indispensable means;
and the wrong structure will seriously impair business performance and may even destroy it.
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Organisation structure must be designed so as to make possible to attainment of the objectives
of the business for five, ten, fifteen years hence". Peter Drucker has pointed out three specific
ways to find out what kind or structure is needed to attain the objectives of a specific business:
1.

Activities Analysis: The purpose of 'activities analysis' is to discover the primary activity
of the proposed organisation, for it is around this that other activities will be built. It may
be pointed out that in every organisation; one or two functional areas of business dominate.
For example, designing is an important activity of the readymade garments manufacturer.
After the activities have been identified and classified into functional areas, they should
be listed in the order of importance.

2.

Decision Analysis: At this stage, the manager finds out what kinds of decisions will need
to be made to carry on the work of the organisation. What is even more important, he has
to see where or at what level these decisions will have to be made and how each manager
should be involved in them. This type of analysis is particularly important for deciding
upon the number of levels or layers in the organisation structure.

3.

Relations Analysis: Relations Analysis will include an examination of the various types
of relationships that develop within the organisation. These relationships are vertical,
lateral and diagonal. Where a superior-subordinate relationship is envisaged, it will be a
vertical relationship. In case of an expert or specialist advising a manager at the same
level, the relationship will be lateral. Where a specialist exercises authority over a person
in subordinate position in another department in the same organisation it will be an
instance of diagonal relationship.

7.3.3

Principles of Organisational Structure

The following are the main principles that a manager has to keep in mind while formulating an
organisational structure.
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1.

Consideration of unity of objectives: The objective of the undertaking influences the
organisation structure. There must be unity of objective so that all efforts can be
concentrated on the set goals.

2.

Specialisation: Effective organisation must include specialisation. Precise division of work
facilitates specialisation.

3.

Co-ordination: Organisation involves division of work among people whose efforts must
be co-ordinated to achieve common goals. Co-ordination is the orderly arrangement of
group effort to provide unity of action in the pursuit of common purpose.

4.

Clear unbroken line of Authority: It points out the scalar principle or the chain of command.
The line of authority flows from the highest executive to the lowest managerial level and
the chain of command should not be broken.

5.

Responsibility: Authority should be equal to responsibility i.e., each manager should
have enough authority to accomplish the task.

6.

Efficiency: The organisation structure should enable the enterprise to attain objectives
with the lowest possible cost.

7.

Delegation: Decisions should be made at the lowest competent level. Authority and
responsibility should be delegated as far down in the organisation as possible.

8.

Unity of Command: Each person should be accountable to a single superior. If an individual
has to report to only one supervisor there is a sense of personal responsibility to one
person for results.
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Characteristic of Formal Organisation
(a)

Formal organisation structure is laid down by the top management to achieve
organisational goals.

(b)

Formal organisation prescribes the relationships amongst the people working in
the organisation.

(c)

The organisation structures is consciously designed to enable the people of the
organisation to work together for accomplishing the common objectives of the
enterprise.

(d)

Organisation structure concentrates on the jobs to be performed and not the
individuals who are to perform jobs.

(e)

In a formal organisation, individuals are fitted into jobs and positions and work as
per the managerial decisions. Thus, the formal relations in the organisation arise
from the pattern of responsibilities that are created by the management.

(f)

A formal organisation is bound by rules, regulations and procedures.

(g)

In a formal organisation, the position, authority, responsibility and accountability
of each level are clearly defined.

(h)

Organisation structure is based on division of labour and specialisation to achieve
efficiency in operations.

(i)

A formal organisation is deliberately impersonal. The organisation does not take
into consideration the sentiments of organisational members.

(j)

The authority and responsibility relationships created by the organisation structure
are to be honoured by everyone.

(k)

In a formal organisation, coordination proceeds according to the prescribed pattern.

Advantages of Formal Organisation
(a)

The formal organisation structure concentrates on the jobs to be performed. It,
therefore, makes everybody responsible for a given task.

(b)

A formal organisation is bound by rules, regulations and procedures. It thus ensures
law and order in the organisation.

(c)

The organisation structure enables the people of the organisation to work together
for accomplishing the common objectives of the enterprise.

Disadvantages or Criticisms of Formal Organisation

2.
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(a)

The formal organisation does not take into consideration the sentiments of
organisational members.

(b)

The formal organisation does not consider the goals of the individuals. It is designed
to achieve the goals of the organisation only.

(c)

The formal organisation is bound by rigid rules, regulations and procedures. This
makes the achievement of goals difficult.

Informal Organisation: Informal organisation refers to the relationship between people
in the organisation based on personal attitudes, emotions, prejudices, likes, dislikes etc.
an informal organisation is an organisation which is not established by any formal
authority, but arises from the personal and social relations of the people.
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These relations are not developed according to procedures and regulations laid down in
the formal organisation structure; generally large formal groups give rise to small informal
or social groups. These groups may be based on same taste, language, culture or some
other factor. These groups are not pre-planned, but they develop automatically within the
organisation according to its environment.

Notes

Characteristics of Informal Organisation
(a)

Informal organisation is not established by any formal authority. It is unplanned
and arises spontaneously.

(b)

Informal organisations reflect human relationships. It arises from the personal and
social relations amongst the people working in the organisation.

(c)

Formation of informal organisations is a natural process. It is not based on rules,
regulations and procedures.

(d)

The inter-relations amongst the people in an informal organisation cannot be shown
in an organisation chart.

(e)

In the case of informal organisation, the people cut across formal channels of
communications and communicate amongst themselves.

(f)

The membership of informal organisations is voluntary. It arises spontaneously
and not by deliberate or conscious efforts.

(g)

Membership of informal groups can be overlapping as a person may be member of
a number of informal groups.

(h)

Informal organisations are based on common taste, problem, language, religion,
culture, etc. It is influenced by the personal attitudes, emotions, whims, likes and
dislikes etc. of the people in the organisation.

Benefits of Informal Organisation
(a)

It blends with the formal organisation to make it more effective.

(b)

Many things which cannot be achieved through formal organisation can be achieved
through informal organisation.

(c)

The presence of informal organisation in an enterprise makes the managers plan
and act more carefully.

(d)

Informal organisation acts as a means by which the workers achieve a sense of
security and belonging. It provides social satisfaction to group members.

(e)

An informal organisation has a powerful influence on productivity and job
satisfaction.

(f)

The informal leader lightens the burden of the formal manager and tries to fill in the
gaps in the manager's ability.

(g)

Informal organisation helps the group members to attain specific personal objectives.

(h)

Informal organisation is the best means of employee communication. It is very fast.

(i)

Informal organisation gives psychological satisfaction to the members. It acts as a
safety valve for the emotional problems and frustrations of the workers of the
organisation because they get a platform to express their feelings.

(j)

It serves as an agency for social control of human behaviour.
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3.

Management's Attitude towards Informal Organisation: Formal organisation, no doubt
is an important part of the organisation but it alone is not capable of accomplishing the
organisational objectives. Informal organisation supplements the formal organisation in
achieving the organisational objectives. If handled properly, informal organisation will
help in performing the activities of the organisation very efficiently and effectively. In the
words of Keith Davis, "An informal organisation is a powerful influence upon productivity
and job satisfaction. Both formal and informal systems are necessary for group activity
just as two blades are essential to make a pair of scissors workable". As both formal and
informal organisations are quite essential for the success of any organisation, a manager
should not ignore the informal organisation. He should study thoroughly the working
pattern of informal relationship in the organisation and use the informal organisation for
achieving the organisational objectives.

7.4 Forms of Organisation
Organisation requires the creation of structural relationship among different departments and
the individuals working there for the accomplishment of desired goals. Organisation structure
is primarily concerned with the allocation of tasks and delegation of authority. The establishment
of formal relationships among the individuals working in the organisation is very important to
make clear the lines of authority in the organisation and to coordinate the efforts of different
individuals in an efficient manner. According to the different practices of distributing authority
and responsibility among the members of the enterprise, several types of organisation structure
have been evolved. They are:
1.

Line organisation

2.

Line and staff organisation

3.

Functional organisation

4.

Committee organisation

7.4.1

Line Organisation

This is the simplest and the earliest form of organisation. It is also known as "Military", "traditional",
"Scalar" or "Hierarchical" form of organisation. The line organisation represents the structure in
a direct vertical relationship through which authority flows. Under this, the line of authority
flows vertically downward from top to bottom throughout the organisation. The quantum of
authority is highest at the top and reduces at each successive level down the hierarchy. All major
decisions and orders are made by the executives at the top and are handed down to their
immediate subordinates who in turn break up the orders into specific instructions for the purpose
of their execution by another set of subordinates. A direct relationship of authority and
responsibility is thus established between the superior and subordinate. The superior exercises
a direct authority over his subordinates who become entirely responsible for their performance
to their commanding superior. Thus, in the line organisation, the line of authority consists of an
uninterrupted series of authority steps and forms a hierarchical arrangement. The line of authority
not only becomes the avenue of command to operating personnel, but also provides the channel
of communication, coordination and accountability in the organisation.
Prof. Florence enunciates three principles which are necessary to realise the advantages of this
system and the non-observance of which would involve inefficiency.
1.
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Commands should be given to subordinates through the immediate superior; there should
be no skipping of links in the chain of command.
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Types of Staff
The staff position established as a measure of support for the line managers may take the
following forms:
1.

Personal Staff: Here the staff official is attached as a personal assistant or adviser to the
line manager. For example, Assistant to managing director.

2.

Specialised Staff: Such staff acts as the fountainhead of expertise in specialised areas like
R&D, personnel, accounting etc. For example, R&D Staff.

3.

General Staff: This category of staff consists of a set of experts in different areas who are
meant to advise and assist the top management on matters called for expertise. For example:
Financial advisor, technical advisor etc.

Features of Line and Staff Organisation
1.

Under this system, there are line officers who have authority and command over the
subordinates and are accountable for the tasks entrusted to them. The staff officers are
specialists who offer expert advice to the line officers to perform their tasks efficiently.

2.

Under this system, the staff officers prepare the plans and give advise to the line officers
and the line officers execute the plan with the help of workers.

3.

The line and staff organisation is based on the principle of specialisation.

Advantages or Merits of Line and Staff Organisation
1.

It brings expert knowledge to bear upon management and operating problems. Thus, the
line managers get the benefit of specialised knowledge of staff specialists at various
levels.

2.

The expert advice and guidance given by the staff officers to the line officers benefit the
entire organisation.

3.

As the staff officers look after the detailed analysis of each important managerial activity,
it relieves the line managers of the botheration of concentrating on specialised functions.

4.

Staff specialists help the line managers in taking better decisions by providing expert
advice. Therefore, there will be sound managerial decisions under this system.

5.

It makes possible the principle of undivided responsibility and authority, and at the same
time permits staff specialisation. Thus, the organisation takes advantage of functional
organisation while maintaining the unity of command.

6.

It is based upon planned specialisation.

7.

Line and staff organisation has greater flexibility, in the sense that new specialised activities
can be added to the line activities without disturbing the line procedure.

Disadvantages or Demerits of Line and Staff Organisation
1.

Unless the duties and responsibilities of the staff members are clearly indicated by charts
and manuals, there may be considerable confusion throughout the organisation as to the
functions and positions of staff members with relation to the line supervisors.
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2.

There is generally a conflict between the line and staff executives. The line managers feel
that staff specialists do not always give right type of advice, and staff officials generally
complain that their advice is not properly attended to.

3.

Line managers sometimes may resent the activities of staff members, feeling that prestige
and influence of line managers suffer from the presence of the specialists.

4.

The staff experts may be ineffective because they do not get the authority to implement
their recommendations.

5.

This type of organisation requires the appointment of large number of staff officers or
experts in addition to the line officers. As a result, this system becomes quite expensive.

6.

Although expert information and advice are available, they reach the workers through
the officers and thus run the risk of misunderstanding and misinterpretation.

7.

Since staff managers are not accountable for the results, they may not be performing their
duties well.

8.

Line mangers deal with problems in a more practical manner. But staff officials who are
specialists in their fields tend to be more theoretical. This may hamper coordination in the
organisation.

7.4.3

Functional Organisation

The difficulty of the line organisation in securing suitable chief executive was overcome by F.W.
Taylor who formulated the Functional type of organisation. As the name implies, the whole
task of management and direction of subordinates should be divided according to the type of
work involved. As far as the workman was concerned, instead of coming in contact with the
management at one point only, he was to receive his daily orders and help directly from eight
different bosses; four of these were located in the planning room and four in the shop. The four
specialists or bosses in the planning room are:
1.

Route Clerk: To lay down the sequence of operations and instruct the workers concerned
about it.

2.

Instruction Card Clerk: To prepare detailed instructions regarding different aspects of
work.

3.

Time and Cost Clerk: To send all information relating to their pay to the workers and to
secure proper returns of work from them.

4.

Shop Disciplinarian: To deal with cases of breach of discipline and absenteeism.

The four specialists or bosses at the shop level are:
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1.

Gang Boss: To assemble and set up tools and machines and to teach the workers to make
all their personal motions in the quickest and best way.

2.

Speed Boss: To ensure that machines are run at their best speeds and proper tools are used
by the workers.

3.

Repair Boss: To ensure that each worker keeps his machine in good order and maintains
cleanliness around him and his machines.

4.

Inspector: To show to the worker how to do the work.
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8.

Functional organisation offers a greater scope for expansion as compared to line
organisation. It does not face the problem of limited capabilities of a few line managers.

9.

The expert knowledge of the functional mangers facilitates better control and supervision
in the organisation.

Disadvantages or Demerits of Functional Organisation
1.

It is unstable because it weakens the disciplinary controls, by making the workers work
under several different bosses. Thus, functional organisation violates the principle of
unity of command.

2.

Under this type of organisation, there are many foremen of equal rank. This may lead to
conflicts among them.

3.

The co-ordinating influence needed to ensure a smoothly functioning organisation may
involve heavy overhead expenses.

4.

The inability to locate and fix responsibility may seriously affect the discipline and morale
of the workers through apparent or actual contradiction of the orders.

5.

This system is very costly as a large number of specialists are required to be appointed.

6.

A functional manager tends to create boundaries around himself and think only in term of
his own department rather than of the whole enterprise. This results in loss of overall
perspective in dealing with business problems.

7.

It is difficult for the management to fix responsibility for unsatisfactory results.

7.4.4

Committee Organisation

Committee organisation as a method of managerial control has very little practical importance,
because it is managed by a senior member of the committee only. But the committee organisations
are widely used for the purpose of discharging advisory functions of the management.
Committees are usually relatively formal bodies with a definite structure. They have their own
organisation. To them are entrusted definite responsibility and authority.
According to Hicks, "A committee is a group of people who meet by plan to discuss or make a
decision for a particular subject."
According to Louis A Allen, "A committee is a body of persons appointed or elected to meet on
an organised basis for the consideration of matters brought before it."
A committee may formulate plans, make policy decisions or review the performance of certain
units. In some cases, it may only have the power to make recommendations to a designated
official. Whatever may be the scope of their activities, committees have come to be recognised
as an important instrument in the modern business as well as non-business organisations.

Objectives of Committees
Committees are constituted to achieve one or more of the following objectives:
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1.

To have consultations with various persons to secure their view-points

2.

To give participation to various groups of people

3.

To secure cooperation of different departments

4.

To coordinate the functioning of different departments and individuals by bringing about
unity of directions.

LOVELY PROFESSIONAL UNIVERSITY

Unit 7: Organising

Notes

Types of Committees
1.

Line committee: If a committee is vested with the authority and responsibility to decide
and whose decisions are implemented, it is known as line committee.

2.

Staff committee: If a committee is appointed merely to counsel and advise, it is known as
a staff committee.

3.

Formal committee: When a committee is constituted as a part of the organisation structure
and has clear-cut jurisdiction, it is a formal committee.

4.

Informal committee: An informal committee is formed to advice on certain complicated
matters. It does not form part of the organisation structure.

5.

Coordinating committee: It is constituted to coordinate the functioning of different
departments.

6.

Executive committee: It is a committee which has power to administer the affairs of the
business.

7.

Standing committee: are formal committees that are of permanent character.

8.

Ad hoc committee: They are temporary bodies. It is appointed to deal with some special
problem and stops functioning after its job are over.

Advantages or Merits of Committee
1.

A committee is an effective method of bringing the collective knowledge and experience
of a number of persons. Therefore, many multi-dimensional and complex problems of
modern enterprises, which cannot be solved satisfactorily by individual managers, can be
solved by committees.

2.

Committees offer scope for group deliberations and group judgment. Results obtained by
group deliberation and group judgment are likely to be better than those obtained by
individual judgment.

3.

When it is necessary to integrate varying points of view, which cannot conveniently be
coordinated by individuals, the committee may be used to bring about coordination.

4.

The management can give representation to the employees in various committees. This
will motivate the employees for better performance as they feel that they have a say in the
affairs of the organisation.

5.

A committee form of organisation facilitates pooling of authority of individual managers
for making some type of decisions of an inter-departmental nature.

6.

A committee form of organisation tends to promote organisational cohesiveness. Group
endeavour, team spirit and collective responsibility are control to the philosophy of
committees.

Disadvantages of Committee
1.

If a manager has an opportunity to carry a problem to a committee, he may take it as a
means of avoiding decision-making or to escape the consequences of an unpopular decision.

2.

Sometimes, a committee may not be able to take the needed decision because of the
conflicting views of the members.
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7.7 Summary
Organisation is the foundation upon which the whole structure of management is built.
It is the backbone of management.
Organising is the process of establishing relationship among the members of the enterprise.
The relationships are created in terms of authority and responsibility.
Informal organisation, which does not appear on the organisation chart, supplements the
formal organisation in achieving organisational goals effectively and efficiently.
Organisation requires the creation of structural relationship among different departments
and the individuals working there for the accomplishment of desired goals.
Organisation structure is primarily concerned with the allocation of tasks and delegation
of authority.
The establishment of formal relationships among the individuals working in the
organisation is very important to make clear the lines of authority in the organisation and
to coordinate the efforts of different individuals in an efficient manner.
The present times are the times of cut throat competition.
To succeed and sustain in this environment of business, it is required for the organisations
to outdo their competition at all points of interaction.
For this purpose, two strategies, those of differentiation and integration are adopted by
different firms.
Differentiation offers niche customers a product or service customized to their needs.
Integration offers varied products under a single entity.
It helps them earn a competitive advantage and develop a loyal customer base.

7.8 Keywords
Differentiation: Approach under which a firm aims to develop and market unique products for
different customer segments. Usually employed where a firm has clear competitive advantages,
and can sustain an expensive advertising campaign. It is one of three generic marketing strategies
that can be adopted by any firm.
Formal Organisation: The formal organisation refers to the formal relationships of authority
and subordination within a company.
Functional Organisation: A functional structure is one that organises employees around skills
or other resources.
Horizontal integration: This type of integration implies to the acquisition of additional business
activities at the same level of the value chain.
Informal Organisation: The informal organisation refers to the network of personal and social
relations that develop spontaneously between people associated with each other.
Manual: A document that carries instructions.
Organisation: An organisation is a social arrangement which pursues collective goals, which
controls its own performance, and which has a boundary separating it from its environment.
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Organisation Chart: A diagram that shows the structure of an organisation and the relationships
and relative ranks of its parts and positions/jobs.
Organisation Structure: The plan for the systematic arrangement of work is the organisation
structure.
Vertical integration: Under this type of integration, companies are united through a hierarchy
with a common owner.

7.9 Self Assessment
Fill in the blanks:
1.

The staff managers are not accountable for the .................. .

2.

Different groups wish to achieve .................. outcomes.

3.

Committees are an expensive both in terms of .................. and .................. .

4.

Unless the duties and responsibilities of the staff members are clearly indicated by ..................
and .................., there may be considerable confusion as regards the same.

5.

In the circular chart, top positions are located in the .................. of the concentric circle.

6.

.................. committee has the power to administer the affairs of the business.

7.

.................. organisation has greater flexibility as compared to that of the others.

8.

Committees offer scope for group .................. and group .................. .

9.

Organisation structure is primarily concerned with the .................. and .................. .

10.

Organisation design begins with the creation of a .................. .

11.

.................. and retail partnerships exhibit similarly wide ranges of complexity and ...................

12.

Differentiation strategy is more likely to generate .................. profits than is a low cost
strategy.

13.

.................. is a viable strategy for earning above average returns in a specific business.

7.10 Review Questions
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1.

"Good committee management is through adherence to the basic precepts of the human
relations approach to organisation". Do you agree with this? Give suggestions to make
committees more effective.

2.

"Organisation is the backbone of management". Comment.

3.

Compare line, functional and line-staff organisations through examples. Which of these
will be appropriate for a large manufacturing enterprise?

4.

" A committee is made up of the unfit selected by the unwilling to do the unnecessary".
Comment.

5.

Why is Organisational structure important? What sort of organisational structure best
suited to custom made product produced in a stable environment a mass product produced
in unstable environment?

6.

How might the organisational design of a research and development firm in the
pharmaceutical industry differ from the organisational design of a consumer food products
manufacturer?
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Objectives
After studying this unit, you will be able to:
Discuss the Graicunas Theory
Access the impact of span of management
Identify factors determining span of management
Explain the concept of centralisation and decentralisation

Introduction
The term ‘span of management’ is also known as ‘span of control’, ‘span of supervision’ and
‘span of authority’. It represents a numerical limit of ‘subordinates to be supervised and controlled
by a manager. It is an important principle of sound organisation. This principle is based on the
theory of relationships propounded by V.A. Graicunas, a French management consultant.
Graicunas analyzed superior-subordinate relationship and developed a mathematical formula
based on the geometric increase in complexities of managing as the number of subordinates
increases.

8.1 Graicunas’ Theory
Graicunas showed mathematically that a number of direct, group and cross relationships exist
between a manager and his subordinates. The number of these relationships increase ith the
increase in the number of the subordinates. He said that an executive having four subordinates
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7.

Control Mechanism: The span of control also depends upon the control mechanism being
followed. Control may be followed either through personal supervision or through
reporting. The former favours narrow span and the latter favours a wide span.

Notes

To sum up, it can be said that an executive should be expected to supervise a reasonable number
of subordinates. What is reasonable depends on a variety of factors like individual differences in
executives, number and capacity of subordinates, the nature of work, availability of time, ease
of communication, internal checks and controls and degree of delegation in the organisation. If
the span of control is narrow, there will be more organisational levels, which in turn may
impede communication. If the number of levels is reduced and the span of control is widened,
the supervisory load may become too heavy. Sound management requires a proper balance
between supervisory load and organisation levels.

8.4 Centralisation and Decentralisation
Centralisation, or centralization (see spelling differences), is the process by which the activities
of an organisation, particularly those regarding decision-making, become concentrated within
a particular location and/or group.
Decentralisation is an extension of the concept of delegation and cannot exist unless authority is
delegated. In decentralisation, a great deal of authority is delegated and more decisions are
made at lower levels. It gives added responsibility to managers at all levels below the top.
According to Fayol 'everything which goes to increase the subordinate's role is decentralisation,
everything which goes to reduce it is centralisation'.

8.4.1

Centralisation

By centralisation, we mean the concentration of a formal authority at the top levels of a business
organisation. It is a tendency aimed at centralised performance. Hence, it is the opposite of
dispersal and delegation of authority. It has an important bearing on the processes of policy
formulation and decision-making.
The two major areas of management or administration are reserved with the top management
in a centralized organisation. Hence, the lower levels of the organisational hierarchy have to
look upwards for direction, advice, clarification, interpretation, etc.
Under centralization, even the agencies of the parent organisation do not enjoy any authority of
decision-making and hence are fully dependent on the central authority. The agencies are required
to implement the decisions in accordance with the pre-determined guidelines as handed down
to them by the headquarters operating as the central authority.
Centralisation acquires its acute form when an organisation operates from a single location i.e.,
when it does not have any field agencies.
In the words of Harold Koont, Centralisation has been used to describe tendencies other than
the dispersal of authority. It often refers to the departmental activities; service divisions,
centralised similar or specialised activities in a single department. But when centralisation is
discussed as an aspect of management, it refers to delegating or withholding authority and the
authority dispersal or, concentration in decision making. Therefore, centralisation can be regarded
as concentration of physical facilities and/or decision making authority.
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Centralisation and decentralisation, being the two extremes of operations of authority,
are relative terms.
We, today, cannot think of an organisation which is completely centralised or decentralised
as in between the operations of the two there is always a continuum of authority.
Their applications in a democratic setup would depend upon the objectives of the
organisation, its life and size, nature of service, etc.
In centralisation, power and discretion remain concentrated at the top levels.
Centralisation works well in the early stages of organisational growth and keeps all parts
of the organisation moving harmoniously towards a common goal.
It also helps in handling resources and information very well, in times of emergency.
However, when the organisation grows beyond a limit, centralisation comes in the way
of proper coordination, communication and control.
In decentralisation, a great deal of authority is delegated and more decisions are made at
lower levels.
Decentralisation allows subordinates to grow and reduces the burden of the top executives
and allows them to focus attention on key issues.
For a multiproduct enterprise, decentralisation is the only way to offer a balanced emphasis
on its profitable product- mix.
On the negative side, decentralisation may be a costly exercise as more independent
centers crop up.
Conflicts may erupt between competing divisions.
Remote control from headquarters may prove to be ineffective at times.
The appropriate mix of centralisation and decentralisation is something to be decided by
the organisation taking various factors into account.

8.6 Keywords
Centralisation: The process by which the activities of an organisation, particularly those
regarding decision-making, become concentrated within a particular location and/or group.
Conflicts: Actual or perceived opposition of needs, values and interests.
Delegation: Assignment of authority and responsibility to another person (normally from a
manager to a subordinate) to carry out specific activities.
Discretion: Ability to make responsible decisions.
Span of management: The number of employees who report to a superior.
Supervision: management by overseeing the performance or operation of a person or group

8.7 Self Assessment
Fill in the blanks:
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1

Span of management is sometimes also referred to as span of………………..or……………..

2

………………..gave mathematical formulae for finding out relationship within span of
management.
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3.

If the span of management is large, ………………levels would be needed in the organisation.

4.

If the organisation structure is…………… the span of control is very large at the lowest
level.

5.

…………………..span of supervision leads to a…………….organisation structure.

6.

Empowerment can increase .................. in the lower staff.

7.

.................. decentralisation increases the input, people at the bottom of the organisation
chart.

8.

In a decentralised authority structure, more decisions are taken at .................. levels.

9.

Decentralisation refers to the physical .................. of facilities and the extent of .................. of
authority throughout an organisation.

10.

Centralisation is the opposite of .................. and .................. of authority.

Notes

8.8 Review Questions
1.

Define the term ‘span of management’. How do you determine the optimum span of
management in a given situation?

2.

Briefly point our Graicunas’ prescriptions about the span of management.

3.

When you become a manager, what criteria will you favour to determine your span?

4.

Absolute decentralization is as hypothetical as absolute centralization. Discuss. Also explain
the factors which affect the degree of decentralization which is best. Why?

5.

Is decentralization of decision making powers in a company a result of individual
incompetence? Support your argument with reasons.

6.

When does decentralization make sense and when is centralization more appropriate?

7.

What will be the advantages and disadvantages of centralisation and/or decentralisation
in a sales oriented organisation?

8.

If you are to handle an organsiation in which everything was being run at a centralized
level, what will you like to manage it as- in a centralized or decentralized manner?

9.

The greater the number of decision at lower level, the greater is decentralisation. Comment.

10.

How do you see the impact of political decentralization on the industry?

11.

Examine the utility of vertical decentralistion for a manufacturing firm.

12.

Suggest a mix of centralisation and decentralisation for a firm that you supposedly
inherited from your father and want to grow further.

13.

Every employee has a discretion of his own. If all are allowed to make decisions, who will
decide who's discretion is better than all the others?

14.

Decentralistion will always experience a certain amount of epidemic conflict between
those whose purpose is to coordinate and those who resist coordination. Why so?

15.

In tough times, should an organisation opt for centralisation or decentralisation. Support
our answer with valid reasons.

16.

What can be the possible disadvantages of decentralization?
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Objectives
After studying this unit, you will be able to:
State the meaning and features of delegation
Discuss the principles and issues regarding delegation
Explain the types of authority
State the sources of power

Introduction
Power and authority are the 'currency' of organisations, they enable an individual or group to
get things done, through others-or in competition with others. Because organisations require
controlled performance, the flipside of authority is responsibility. Trends such as empowerment
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2.

Act of mutual reliance: Delegation is an act of mutual reliance, an expression of dependence
and trust on another person's abilities. This also involves an assumption on the part of the
one who is delegating the authority that the individual to whom duties have been delegated
possesses the necessary skill and strength to be able to discharge those tasks or duties.

3.

Freedom of thought and action: Delegation means freedom of action sufficient to get the
tasks accomplished. It means freedom to make decisions, permission to make mistakes
and freedom to use one's full capacities. This does not mean that the manager leaves the
subordinate on his own to sink or swim. It simply means that the one who has delegated
the authority guides the one to whom the delegation has been done, so as to let the latter
learn the nuances and succeed by trial and error method.

4.

A courageous act: Delegation of authority or responsibilities is quite a challenging act.
The fear of being ultimately responsible compels many managers to indulge in underdelegation.

5.

Forward-thinking principle: Delegation, from a behavioural point of view, is the 'most
forward-thinking principle'. It opens a new chapter in superior subordinate relationships.
The granting of freedom to act by the superior is evidence of confidence in the subordinate.
The subordinate responds by developing a constructive sense of responsibility. He is
cognizant of the fact that he is an end in himself, and not simply a means towards the ends
of his superior. The acceptance of responsibility by the subordinate means changed
responsibilities for the superior, and each finds himself playing a new dynamic role.

Notes

9.1.3 Principles of Delegation
The principles of delegation are as follows:
1.

Principle of result excepted: Suggests that every manager before delegating the powers to
the subordinate should be able to clearly define the goals as well as results expected from
them.

2.

Principle of parity of authority and responsibility: According to this principle, the manager
should keep a balance between authority and responsibility. Both of them should go hand
in hand.

3.

Principle of absolute responsibility: This says that the authority can be delegated but
responsibility cannot be delegated by managers to his subordinates which eans
responsibility is fixed.

4.

Principle of authority level: This principle suggests that a manager should exercise his
authority within the jurisdiction/framework given.

9.1.4 Advantages of Delegation
Delegation has multiple effects since not only the one delegating benefits, even the staff and the
company. The one delegating reduces his workload and can focus his efforts and energy into
something that needs his/her skills more. The manager delegating is giving himself more time
to analyze business trends, anticipate issues, plan and be in tuned with the vision of the company.
These are just some of the aspects worth of every manager's focus to be effective as a leader. The
first and most obvious is that the more tasks managers are able to delegate, the more opportunities
they have to seek and accept increased responsibilities from higher level managers. Thus
managers will try to delegate not only routine matters but also tasks requiring thought and
initiative, so that they will be free to function with maximum effectiveness for their organisations.
In addition, delegation causes employees to accept accountability and exercise judgment. This
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not only helps train them – an important advantage of delegation – but also improves their self
confidence and willingness to take initiative.
Another advantage of delegation is that it frequently leads to better decisions, because employees
closest to 'where the action' is are likely to have a clearer view of the facts. For example, a West
Coast sales manager would be in a better position to allocate California sales territories than a
New York based vice president of sales.
Effective delegation also speeds up decision making. Valuable time can be lost when employee
must check with their managers (who then may have to check with their managers) before
making a decision. This delay is eliminated when employees are authorized to make the
necessary decision on the spot.

9.1.5

Issues regarding Delegation

Delegation of tasks or responsibilities or even authority is never an easy job. It is quite challenging
a task and requires handling a lot of issues. The following present the main issues presenting
hurdle in the process of delegation.
1.

What to delegate and what not to delegate: By virtue of his position in the hierarchy, a
superior is usually in a position to handle tasks better than a subordinate. There is a
natural tendency for managers to resist delegating adequate authority and do everything
themselves. After a time, the manager is certain to find himself buried in detail and busy
'fighting fires' instead of concentrating on key issues. What to delegate, in fact, is not a
simple question to answer. Before trying to solve the puzzle, a manager needs a realistic
picture of his personal strengths and weaknesses so that he can avoid the temptation to
transfer his mistakes and limitations to others.

2.

To whom should authority be delegated: Clearly, delegation should be directed toward
those who have the capacity for accomplishment, the talents and abilities needed, the
practical experience of meeting responsibilities and the courage to face challenges. As a
matter of fact, managers delegate to those they trust and respect, and whose performance
they have observed.

3.

Reluctance to delegate: Managers offer numerous explanations in support of their
conservative outlook:

4.
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(a)

Better performance

(b)

No trust

(c)

Subordinate may get credit

(d)

Continuous guidance difficult

(e)

Who will face the music

Reluctance to accept delegation: Delegation may prove to be a futile exercise, in situations
where the boss is ready to delegate but the subordinate is unwilling to accept the delegation.
Normally, the following of the delegatee attitudes hinder the delegation process:
(a)

Easy to ask

(b)

Fear of criticism

(c)

Lack of information resources

(d)

Too heavy

(e)

Lack of self-confidence
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9.3.2 Types of Power
In conjunction with the authority, a manager uses power to influence others towards the
accomplishment of goals. He can use power for personal gains or for the good of the organisation.
However, if his subordinates believe that he uses power for personal gain, he will soon suffer an
erosion of that power. On the other hand, if subordinates believe he uses power to accomplish
the organisational goals, his power to influence them will become stronger. His power will also
become stronger when you share it through delegation of authority. Of the six types of power—
reward, coercive, legitimate, informational, referent, and expert —he may use one or more in
various combinations. Each situation will determine the one or ones he uses.
1.

Reward Power: Reward power stems from a manager's use of positive and negative
rewards to influence subordinates. Positive rewards range from a smile or kind word to
recommendations for awards. Negative rewards range from corrective-type counseling
to placing a person on report. A manager will find one of the best ways to influence his
subordinates through the use of reward power.
As a chief, a manager is responsible for starting the positive reward process. Frequent use
of positive rewards will amplify the effect of a negative reward. One must give positive
rewards freely, but should use restraint in giving negative rewards.
If a manager uses negative rewards frequently, subordinates begin to expect a negative
reward. Their expectation of a negative reward will lessen your power.

2.

Coercive Power: Coercive power results from the expectation of a negative reward if a
manager's wishes are not obeyed. Coercive power works, but is not the preferred method
of leading subordinates. It works best if used when all else fails and you feel sure you can
carry through with a threat.

3.

Legitimate Power: Legitimate power comes from the authority of a manager's rate and
position in the chain of command. Although legitimate power increases with added
responsibilities, one can decrease that power if one fails to meet all of your responsibilities.
Also, when a subordinate wishes to assume some of your responsibilities, formally delegate
those responsibilities to the subordinate. That makes the subordinate accountable to you.
You then increase the subordinate's power while retaining your power.

4.

Informational Power: Informational power depends on your giving or withholding of
information or having knowledge that others do not have. Use informational power
when giving orders to subordinates. Give orders in such a manner that your subordinates
presume the order originated at your level. When forced to comply with orders you do
not agree with, don't introduce the order by saying "The senior management said. . ." and
present the order in a manner that leaves no doubt you initiated it.
Rely on your own resources to stay fully informed instead of depending on others.
Subordinates may present unreliable information in a manner that makes it appear to be
true. Superiors may become so involved with projects they forget to keep you informed of
tasks being assigned or upcoming inspections. Information is power. Stay informed!

5.
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Referent Power: Referent power derives from your subordinates' identification or
association with you. You have this power by simply being "the chief." People identify
with the ideals you stand for. The chief has a pre-established image. You can enhance that
image by exhibiting charisma, courage, and charm. An improved image increases your
referent power. Always be aware of how others will perceive your actions. A negative
image in the eyes of others will lessen your power and render you ineffective. Maintain a
positive image!

LOVELY PROFESSIONAL UNIVERSITY

Unit 9: Delegation, Authority and Power

Notes

9.6 Keywords
Delegation: The process by which the manager assigns a portion of his total workload to others.
Expert power: It comes from the knowledge in a specific area through which one influences
others.
Legitimate power: It comes from the authority of a manager's rate and position in the chain of
command.
Power: The potential ability to influence the behaviour of others.

9.7 Self Assessment
Fill in the blanks:
1.

Delegation is a process whereby a superior passes to a .................. part of his or her own
authority.

2.

Effective delegation speeds up .................. .

3.

The manager at every level, no matter what is his authority, is always responsible to his
.................. for carrying out his task.

4.

.................. power results from the expectation of a negative reward if a manager's wishes
are not obeyed.

5.

.................. authority is entrusted upon a person to establish, monitor and approve technical
products and policy.

6.

Authority gives the right to order and the power to exact .................. .

7.

.................. authority is legitimated by the sanctity of tradition.

8.

The fear of being held responsible compels many managers to indulge in……………………

9.

Weber advocated that ………………..played a major role in traditional authority systems.

10.

If you have……………….power, you can increase the power of your subordinates.

9.8 Review Questions
1.

Have you been delegated any authority ever? Explain the qualities that you developed
due to being entrusted those responsibilities.

2.

What do support more – delegation of operating duties or delegation of authorities and
why?

3.

If you are to be promoted to an additional designation of your boss, what would you like
to showcase as a power characteristic to your juniors and why?

4.

Is delegation only beneficial? If not, suggest some ways too turn those demerits into
merits.

5.

What are the main characteristics you would like to imbibe from the most powerful
authority you have ever interacted wit and why?

6.

Who do you find as the most charismatic (a) political leader and (b) entrepreneur and
why?

7.

Do you think that power results in authority or is it the other way round?

LOVELY PROFESSIONAL UNIVERSITY

159

Pretty Bhalla, Lovely Professional University

Unit 10: Staffing and Coordination

Unit 10: Staffing and Coordination

Notes

CONTENTS
Objectives
Introduction
10.1 Human Resource Management
10.2 Recent Trends in HRM
10.2.1

E-Human Resource Management

10.2.2

Technology in HRM

10.2.3

Economic Challenges

10.2.4

Workforce Diversity

10.3 Recruitment
10.3.1

Meaning of Recruitment

10.3.2

Sources of Recruitment

10.4 Selection
10.5 Concept of Coordination
10.5.1

Need for Coordination

10.5.2

Importance of Coordination

10.6 Principles of Coordination
10.7 Coordination Process
10.8 Types of Coordination
10.9 Issues and Systems Approach to Coordination
10.10 Techniques of Coordination
10.11 Summary
10.12 Keywords
10.13 Self Assessment
10.14 Review Questions
10.15 Further Readings

Objectives
After studying this unit, you will be able to:
Describe the concept of Human Resource Management
Define recruitment and selection
Explain the concept of coordination
Discuss process and type of coordination
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Realise the issue and systems approach to coordination
Discuss techniques of coordination

Introduction
Human resource is a very broad term with which an organisation, or other human system
describes the combination of traditionally administrative personnel functions with acquisition
and application of skills, knowledge and experience, employee relations and resource planning
at various levels.
Human Resource Management (HRM) is the strategic and coherent approach to the management
of an organisation's most valued assets – the people working there who individually and
collectively contribute to the achievement of the objectives of the business. Human resource
management's objective, on the other hand, is to maximize the return on investment from the
organisation's human capital and minimize financial risk. It is the responsibility of human
resource managers in a corporate context to conduct these activities in an effective, legal, fair,
and consistent manner.
In an organisation, different people come together to work for a single organisational goal.
Needless to say, coming from varied backgrounds, the mindsets, values, ethics, skills, behavioral
patterns, etc., of these people are bound to be different. Due to this, one of the biggest challenges
and responsibilities for a manger becomes top handle such a group of varied people. Taking
them all as just human resources also, the "human" concept is still there.
Different people in the same teams have different thinking and working pattern. The difference
increases more when it comes to different departments and their heads. The challenge increases
manifold if the interaction has to be between the members of varied teams. Here comes the role
of coordination.
Coordination is the act of coordinating, making different people or things work together for a
goal or effect. Obviously, a manager has to be adept in the art of coordination.

10.1 Human Resource Management
Human resource management can be defined as a collection of those managerial activities that
are associated with human resources planning, recruitment, selection, orientation, training,
appraisal, motivation, remuneration, etc. HRM aims at developing people through work.
HRM is seen by practitioners in the field as a more innovative view of workplace management
than the traditional approach of personnel management. Its techniques force the managers of an
enterprise to express their goals with specificity so that they can be understood and undertaken
by the workforce, and to provide the resources needed for them to successfully accomplish their
assignments. As such, HRM techniques, when properly practiced, are expressive of the goals and
operating practices of the enterprise overall. HRM is also seen by many to have a key role in risk
reduction within organisations.
Human resource management policies are vital for organisations that are serious about resolving
personnel issues and finding human resource solutions. Its features include:
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1.

Organisational management

2.

Personnel administration

3.

Manpower management

4.

Industrial management
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10.3.2 Sources of Recruitment
The sources of recruitment may be broadly divided into two categories: internal sources and
external sources. Let us understand each of them one by one.
Sources of Managerial Recruitment
A

B

Internal Sources
1.

Promotions

2.

Transfers

3.

External Sources
1.

Engineering Colleges and Technical
Institutions

Internal notification (advertisement)

2.

Press Advertisement

4.

Retirements

3.

5.

Recalls

Management Consultancy Services and
Private Employment Exchanges

6.

Formal Employees

4.

Deputation of personnel or Transfer from
one enterprise to another.

5.

Management Training Schemes

6.

Walk-ins, Write-ins and Talk-ins

7.

Miscellaneous Sources such as use of
profession associations, etc.

Source: www.kalyan-city.blogspot.com

Persons who are already working in an organisation constitute the 'internal sources'. Retrenched
employees, retired employees, dependents of deceased employees may also constitute the
internal sources. Whenever any vacancy arises, someone from within the organisation is
upgraded, transferred, promoted or even demoted.
External sources imply to those who are not related to the organisation before recruitment.

Internet Recruiting
In recent years most companies have found it useful to develop their own website and list job
openings on it. The website offers a fast, convenient and cost effective means for job applicants
to submit their resume through the Internet. Infosys Technologies Ltd., for example, gets over
1000 resumes a day from prospective candidates through the Net. The resumes are then converted
into a standard format using the software that the company has developed for short listing
candidates according to a set criteria such as alma mater, qualifications, experience etc. The HR
manager has to key in his or her requirement and 'profiles' of candidates from the company's
database get generated. There are a variety of websites available - in addition to a company's
own website - where applicants can submit their resumes and potential employers can check for
qualified applicants. (such as (i) www.jobsahead.com (ii) www.headhunters.com (iii)
www.naukri.com (iv) www.monsterindia.com (v) www.mafoi.com (vi) www.abcconsultants.net
(vii) www.datamaticsstaffing.com (viii) www.timesjobs.com etc.) Internet recruiting, as
mentioned earlier, generates fast, cost-effective, timely responses from job applicants from
different parts of the world. And that's where the problem lies: the website might be flooded
with resumes from unqualified job seekers. Applications may also come from geographic areas
that are unrealistically far away.
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selection procedure is concerned with securing relevant information from applicants and selecting
the most suitable among them, based on an assessment of how successful the employee would
be in the job, if he were placed in the vacant position.

Notes

The selection process has two basic objectives:
1.

To predict which applicant would be the most successful if selected for the job, and

2.

To sell the organisation and the job to the right candidate.

Selection Process
The selection process is based on the organisational objectives, the job specification and the
recruitment policy of the organisation. The various selection processes are initial screening,
application forms, selection tests, group discussions, interviews and reference checks.
To facilitate a near accurate prediction of an applicant's success on the job, the selection methods
should meet several generic standards of reliability, validity, utility and legality. The application
form is a formal record of an individual's application for employment. It is usually used in the
preliminary screening of job applicants.
The filled-in application forms provide pertinent information about the individual and are used
in the job interview and for reference checks to determine the applicant's suitability for
employment. There are two methods of evaluating these forms - the clinical method and the
weighted method. Selection tests, which are widely used include intelligence tests, aptitude
tests, achievement tests, situational tests, interest tests, and personality tests.
Interviews help managers to fill the gaps in the information obtained through the application
blanks and tests. Interviews also enable the management to make an impact on the job applicant's
view of the organisation, apart from assessing his job-related behavior and attitude. Interviews
may be classified as preliminary, selection and decision-making, based on their timing and
purpose.
The process of interviewing consists of several steps such as preparation for the interview,
ensuring a setting, and conducting, closing and evaluating. The selection process also uses
background investigation or reference checks to check the authenticity of the information provided
by the applicant. Finally, after an applicant is selected, the offer is made to him and on acceptance,
the placement process starts.
At most of the organisations, selection involves usually a series of steps. Each one must be
successfully cleared before going to the next. The time and emphasis placed on each step will of
course vary from one organisation to another and, indeed, from job to job within the same
organisation. The sequencing of steps may also vary from job to job and organisation to
organisation. General steps in recruitment and selection process are as follows:
1.

Reception: A company is known by the people it employs. In order to attract people with
talent, skills and experience, a company has to create a favourable impression on the
applicants right from the stage of reception. Whoever meets the applicant initially should
be tactful and able to extend help in a friendly and courteous way. Employment possibilities
must be presented honestly and clearly. If no jobs are available at that point of time, the
applicant may be asked to contact the HR department after a suitable period of time has
elapsed.

2.

Screening Interview: A preliminary interview is generally planned by large organisations
to cut the costs of selection by allowing only eligible candidates to go through the further
stages in selection. This 'courtesy interview', as it is often called, helps the department
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Usually, in an organisation, work is divided along functional lines, resulting in specialists
taking care of manufacturing, financing, personnel, marketing functions. Over a period of time,
these specialists tend to limit their ability to look beyond their own narrow speciality and
become are more interested in developing their own departments. Coordination between such
employees is must so as to let them mingle with the others in various departments.

10.5.2 Importance of Coordination
Coordination is important to the success of any enterprise. It helps an organisation in the
following ways:
Coordination pulls all the functions and activities together. Waste motions, overlapping and
duplication of efforts, misuse of resources are, thus, prevented. Coordination, enables an
organisation to use its resources in an optimum way. The resources flow through productive
channels, paving the way for required quality and quantity of output. Efficiency is thus improved.
Coordination brings unity of action and direction. Members begin to work in an orderly manner,
appreciating the work put in by others. They understand and adjust with each other by developing
mutual trust, cooperation and understanding. They move closer to each other. In short, it
improves human relations.
According to Fayol, where activities are well-coordinated, each department works in harmony
with the rest. Production knows its target; maintenance keeps equipment and tools in good
order; Finance procures necessary funds; Security sees to the protection of goods and service
personnel and all these activities are carried out in a smooth and systematic manner. Coordination,
thus, creates a harmonious balance between departments, persons and facilities. This in turn,
helps in meeting goals efficiently and effectively.
The importance of coordination, largely lies in the fact that it is the key to other functions of
management like planning, organising, staffing, directing and controlling. The different elements
of a plan, the various parts of an organisation and phases of a controlling operation must all be
coordinated. Coordinating makes planning more purposeful, organisation more well-knit, and
control more regulative and effective.

10.6 Principles of Coordination
Mary Parker Follet has brought forth various principles of coordination in the following fashion:
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1.

Principle of direct contact: In the first principle, Mary Parker Follet states that coordination
can be achieved by direct contact among the responsible people concerned. She believes,
that coordination can be easily obtained by direct interpersonal relationships and direct
personal communications.

2.

Early stage: Coordination should start from the very beginning of planning process. At
the time of policy formulation and objective setting, coordination can be sought from
organisational participants. Obviously, when members are involved in goal-setting,
coordination problem is ninety percent solved.

3.

Reciprocal relationship: As the third principle, Mary Follet states, that all factors in a
situation are reciprocally related. In other words, all the parts influence and are influenced
by other parts.

4.

Principle of continuity: The fourth principle, advocated by Follet, is that coordination is a
continuous and never-ending process. It is something which must go on all the times in
the organisation. Further, coordination is involved in every managerial function.
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5.

Principle of self-coordination: In addition to the four principles listed by Follet above,
Brown has emphasised the principle of self-coordination. According to this principle,
when a particular department affects other function or department, it is in turn, affected by
the other department or function. This particular department may not be having control
over the other departments.

Notes

10.7 Coordination Process
Coordination cannot be achieved by force or imposed by authority. Achieving coordination
through executive orders is a futile exercise. It can be achieved through person-to-person, sideby-side relationships. Achieving effective coordination is a sequential process. It is possible
only when the following conditions are fulfilled.
1.

Clearly defined and understood objectives: Every individual and each department must
understand what is expected of them by the organisation. Top management must clearly
state the objectives for the enterprise, as a whole. As pointed out by Terry, "there must be
commonness of purpose, in order to unify efforts". The various plans formulated in the
enterprise must be interrelated and designed to fit together.

2.

Proper division of work: The total work must be divided and assigned to individuals in a
proper way. Here, it is worth noting the principle, 'a place for everything and everything
in its place'.

3.

Good organisation structure: The various departments in the organisation must be grouped
in such a way that work moves smoothly from one phase to another. Too much
specialisation may complicate the coordination work.

4.

Clear lines of authority: Authority must be delegated in a clear way. The individual must
know, what is expected of him by his superior(s). Once authority is accepted, the subordinate
must be made accountable for results, in his work area. There should be no room for
overlapping of authority and wastage of effort(s).

5.

Regular and timely communication: Personal contact is generally considered to be the
most effective means of communication for achieving coordination. Other means of
communication such as records, reports, may also be used in order to supply timely and
accurate information to various groups in an organisation. As far as possible, common
nomenclature may be used so that individuals communicate in the 'same language'.

6.

Sound leadership: According to McFarland, real coordination can be achieved only through
effective leadership. Top management, to this end, must be able to provide (i) a conducive
work environment, (ii) proper allocation of work, (iii) incentives for good work, etc. It
must persuade subordinates, to have identity of interests and to adopt a common outlook.

10.8 Types of Coordination
On the basis of scope and flow in an organisation, coordination may be classified as internal and
external; vertical and horizontal.
1.

Internal and external coordination: Coordination between the different units of an
organisation is called 'internal coordination'. It involves synchronisation of the activities
and efforts of individuals, in various departments, plants and offices of an organisation.
The coordination between an organisation and its external environment, consisting of
government, customers, investors, suppliers, competitors, etc., is known as 'external
coordination'. No organisation operates in isolation. In order to survive and succeed, it
must set its house in order, and interact with outside forces in a friendly way.
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10.10 Techniques of Coordination

Notes

The following are the important techniques of co-ordination which are widely used by modern
management:
1.

Co-ordination by common purpose: The oldest as well as the most important device for
achieving co-ordination is the supervisor. The main duty of a supervisor is to see that his
subordinates are working in an efficient manner. He directs them, commands them and
controls their efforts. According to Webber, by commanding, managers and supervisors
can co-ordinate the efforts of their instructions and by direction and motivation they can
co-ordinate their efforts. If the span of management is limited, this technique will be very
effective in comparison to others.
In the words of L.A. Allen, "A manager, in managing, must co-ordinate the work for which
he is accountable, by balancing, timing and integrating it."

2.

Co-ordination through managerial functions: Of the different phases of managerial
functions, some aspects like communication, leadership and authority delegation also
have unique contribution towards co-ordination. Effective communication is basic to
proper co-ordination. Communication of information is necessary both for making
adjustments in plans and for preparing programmes for future.
(a)

Planning is necessary to ensure proper utilization of human & non-human resources.
In this pursuit, it brings about coordination in the organization.

(b)

Organizing relates to determining & providing human and non-human resources to
the organizational structure. For this, coordination is needed.

(c)

Staffing involves manning the organization structure through proper and effective
selection, appraisal & development of personnel to fill the roles designed in the
structure. Effective staffing involves coordinating these sub-functions effectively.

(d)

Direction is that inert-personnel aspect of management which deals directly with
influencing, guiding, supervising, motivating sub-ordinate for the achievement of
organizational goals, one of which is coordination.

(e)

Controlling is the measurement & correction of performance activities of subordinates
in order to make sure that the enterprise objectives and plans desired to obtain them
as being accomplished. Effective controlling paves way for effective coordination.

3.

Co-ordination by simplified organisation: Organisation is a very important device for
achieving co-ordination. In the modern large-scale organisations, there is tendency towards
over-specialisation. It leads to bureaucracy and division in different departments. So,
some benefits of specialisation should be sacrificed and such an organisational structure
should be developed in which the authority and functions of several departments will be
clearly defined but interacting. Re-arrangement of departments may also be considered to
bring about a greater harmony among the various wings of the organisation.

4.

Harmonised programmes and policies: Excellent opportunities for co-ordination are
provided by the process of planning. The plans prepared by different individuals and
departments should be checked up for consistency. The management must ensure that all
plans add up to the unified programme.

5.

Co-ordination by group meetings: Group meetings are also effective for achieving a high
quality of co-ordination. Such meetings bring the officials together and provide
opportunities for co-ordination.

LOVELY PROFESSIONAL UNIVERSITY

175

Principles and Practices of Management

Notes

Recruitment is the process of locating and encouraging potential applicants to apply for
existing or anticipated job openings. Certain influences restrain (the freedom of) managers
while choosing a recruiting source such as: image of the company, attractiveness of the
job, internal policies, budgetary support, government policies etc.
Selection is the process of evaluating the qualifications, experience, skill, knowledge, etc.,
of an applicant in relation to the requirements of the job to determine his suitability for
the job.
The process by which a manager brings unity of action in an organisation is coordination.
It is a conscious and deliberate blending of activities to achieve unity of action.
Coordination pulls all the functions and activities together, improves human relations
and increases inter-departmental harmony.
Coordination is easy to achieve through direct interpersonal relationships and
communications.
The process of coordination involves a series of steps: clear goals, proper allocation of
work, sound organisation structure, clear reporting relationships, proper communication
and sound leadership.

10.12 Keywords
Coordination: The act of coordinating, making different people or things work together for a
goal or effect.
Employee referral: A recommendation from a current employee regarding a job applicant.
Executive search: Hiring search firm/head-hunter to track candidates.
Horizontal coordination: linking of activities across departments at similar levels.
Job posting: It is a method of publicising job openings on bulletin boards, electronic media and
similar outlets by a company.
Outsourcing: Letting outside vendors provide services
Promotion: Movement of an employee from a lower level position to a higher level position
with increase in salary.
Recruitment: The discovering of potential applicants for actual or anticipated organisational
vacancies.
Selection: Picking up suitable candidates by rejecting the unsuitable.
Synchronisation: To cause to agree in time and objectives.
Transfer: A lateral movement within the same grade, from one job to another.
Vertical coordination: linking of activities at the top of the organisation with those at the
middle and lower levels in order to achieve organisational goals.

10.13 Self Assessment
State whether the following statements are True or False:
1
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The recruiting process begins with human resource planning and concludes with evaluation
of recruiting efforts.
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2.

Recruitment is a mere vacancy-filling function.

3.

Employment exchanges are important sources of clerical and managerial personnel.

4.

If a job opening to be filled is very attractive, most prospective candidates may turn
indifferent and do not even apply.

5.

In practice, selection process differ according to job level and skill.

6.

The basic purpose of selection is to develop a group of potentially qualified people.

Notes

Fill in the blanks:
7.

Where activities are well-coordinated, each department works in .................. .

8.

People join an organisation to fulfil their .................. needs.

9.

Coordination can be achieved by .................. contact among the responsible people
concerned.

10.

.................. contact is generally considered to be the most effective means of communication
for achieving coordination.

11.

.................. must be delegated in a clear way.

12.

Coordination should start from the very .................. of planning process.

10.14 Review Questions
1.

Predict workplace changes that you believe might take place within the next 10 years.
What challenges will these changes present to organisations?

2.

Assuming that the trend toward robotics and artificial intelligence continues into the next
century, how might managers and HR departments be affected?

3.

"The government should not be so concerned with the personnel affairs of business. They
should reduce some of their laws and let business police itself". Do you agree or disagree?
Discuss.

4.

If you were responsible for hiring someone for your job, which recruitment sources
would you use? Why? Which recruitment sources would you avoid? Why?

5.

To facilitate a near accurate prediction of an applicant's success on the job, the selection
methods should meet several generic standards. What according to you, should these
standards be?

6.

As an HR manager, how do see the difference between the recruitment and selection
process.

7.

Will you prefer the scheme of employee referrals in your organisation? If yes, in which
situations, if no, why not?

8.

"Management involves coordination and integration of all resources, to accomplish specific
results". Explain.

9.

"Coordination is the very essence of management". Do you agree? Give reasons.

10.

"Coordination is the outcome of information and cooperation". Discuss.

11.

Describe your experience with facilities and space planning or coordination.

12.

Illustrate the concept of self coordination by the help of an example.
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Objectives
After studying this unit, you will be able to:
Explain the concept of performance appraisal
Discuss methods of performance appraisal
Realise concept and elements of career

Introduction
Performance appraisal is also an important management activity. For all important decisions
concerning people, like transfer and promotion, remuneration, reward, training and
development, so also for long-term manpower planning and organisation development,
performance appraisal is necessary. A well documented performance appraisal system helps in
understanding the attributes and behaviours of employees. It is also necessary for motivation,
communication, strengthening superior-subordinate relationship, target fixing (key performance
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areas/key result areas), work planning and for improving the overall performance of the
organisation.
Career is a sequence of attitudes and behaviours associated with the series of job and work
related activities over a person’s lifetime. Yet in another way, it may be defined as a succession
of related jobs, arranged in hierarchical order, through which a person moves in an organisation.

11.1 Concept and Functions of Performance Appraisal
Performance means the degree or extent with which an employee applies his skill, knowledge
and efforts to a job, assigned to him and the result of that application. Performance appraisal
means analysis, review or evaluation of performance or behaviour analysis of an employee. It
may be formal or informal, oral or documented, open or confidential. However, in organisations
we find the formal appraisal system in a documented form. It is therefore, a formal process to
evaluate the performance of the employees in terms of achieving organisational objectives.
The primary functions of performance appraisal are:
1.

To identify and define the specific job criteria. Many organisations at the beginning of the
year set key performance areas (KPS) or key result areas (KRAs) for employees based on
mutual discussions.

2.

To measure and compare the performance in terms of the defined job criteria, KRAs and
KPAs are also designed so that they can help in measuring job performance in quantitative
or qualitative terms.

3.

To develop and justify a reward system, relating rewards to employee performance.

4.

To identify the strengths and weaknesses of employees and to decide on proper placement
and promotion.

5.

To develop suitable training and development programmes for enriching performance of
the employees.

6.

To plan for long-term manpower requirements and to decide upon the organisational
development programmes needed, duly identifying the change areas (for overall
improvement of the organisation).

7.

To identify motivational reinforcers, to develop communication systems and also to
strengthen superior-subordinate relationships.

11.2 Objectives of Performance Appraisal
A performance appraisal system tries to serve various purposes and attain a number of objectives.
The major objectives of a performance appraisal system may be classified as remedial,
developmental, innovative and motivational.
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1.

Developmental objectives stimulate growth of the employees both in their present and
future jobs. Thus, it identifies training and development needs, ensures placement and
promotion, etc.

2.

Innovative objectives are for discovering ways to deal with a new job and also to identify
and develop better ways for existing jobs.

3.

Motivational objectives are for rewards, motivation, effective communication and also
for better interpersonal relations.
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after in-depth study of the employees’ working. As negative incidents get more focused and
recording such incidents demands utmost care, it is not free from defects.

Notes

Group Appraisal Method
It is an evaluation of an employee by multiple judges. The immediate supervisor of the employee
and a few others discuss the performance standards and then evaluate the performance of the
employee. The greatest advantage of this method is that it is relatively free from bias even
though it is time consuming.

Field Review Method
This type of review is conducted by the HR department by interviewing the supervisor of an
employee to understand the subordinate employee’s performance.
Normally for such type of appraisal, the appraiser, i.e., the representative of the human resource
department gets equipped with certain questions and more in the form of an informal interview,
asks those questions about the employees, whose performances are to be reviewed, to their
respective supervisors. Since this process of appraisal is an indirect method of appraising the
performance, it may not always reflect the true performance level of the subordinate employees.
Such an interview always has a sensitizing effect on the interviewee, whose responses may be
opinionated generalizations. Moreover, this method keeps the key managerial personnel always
busy in appraisals. Despite such defects, this centralized process being simple to administer,
most of the organisations prefer to have this type of appraisal for lower level employees.

11.4 Modern Methods of Performance Appraisal
The traditional methods of performance appraisal, discussed above, suffer from a major limitation
for their obvious emphasis on assessing individual performance or task, considering it as an
isolated factor. To eliminate such a narrow and partial approach, newer techniques of
performance appraisal have been developed and are widely practiced by organisations,
particularly for managerial and supervisory employees. Some of the modern techniques are
discussed in following subsections.

Management by Objectives
Management by Objectives (MBO) is a comprehensive management approach which is adopted
for performance appraisal and so also for organisational development. When MBO is used for
performance appraisal only, its primary focus is on developing objective criteria for evaluating
the performance of the individuals. Identification of common goals is jointly done by the superior
and subordinate managers of an organisation. After such identification, each individual’s major
area of responsibilities is defined. Such defined responsibility becomes the basis for evaluating
the performance of the individual employee.
Most of the organisations emphasize on developing KRA’s through the MBO exercise, as this
approach necessitates joint meeting of the supervisor and the employee to define, establish and
set goals or objectives, which the individual employees would achieve, within a prescribed time
limit (mostly it is in the form of early targets). Such an exercise also establishes ways and
methods to measure performance. Goals are mostly work related and career oriented and are
integrated with overall organisational objectives.
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Periodic evaluation of employees’ performances is done in terms of goals and if required, goals
may be revised. MBO also calls for superior-subordinate interaction and supportive role of the
supervisor (which includes counselling/coaching).
However, the MBO system lays more stress on tangible goals and hence, intangible goals like
morale, good interpersonal relations, commitment to the job etc, are often ignored. Moreover,
the MBO exercise requires too much time and money.

Assessment Centre Method
This method is to test candidates in a social situation by a number of assessors, using a variety
of criteria (which may be a paper pencil test, interviews, in-basket exercise, business game, role
playing incident or a leaderless discussion). The assessors or evaluators are drawn from
experienced executives, working at different levels of management. Under this method
performance of employees is evaluated both individually and collectively. This method is
useful in measuring interpersonal skills, organising and planning ability, creativity, resistance
to stress, work motivation, decision making power, etc.

Human Asset Accounting Method
This method attaches money estimates in the value of manpower of an organisation. The process
is somewhat like estimating the goodwill value and can be appraised by developing a procedure
to undertake periodic measurement of certain variables. Such variables are either categorized as
key or intervening variables. Key variables are policies and decisions of an organisation, its
leadership strategies, skills and behaviour of an employee, etc. Intervening variables are loyalties,
attitudes, motivations, interpersonal relations, communication and decision making. Measuring
such variables over several years, quantification of human assets is difficult for the obvious
problem in developing the accounting procedure. It is not a very popular method of performance
appraisal.
However, this system is more appropriately used for evaluating the collective performance of
an organisation, rather than individual appraisal of an employee. This method is useful for
organisational development, as it helps in identifying the changed areas more scientifically
than any other method. We have discussed this method in a separate chapter.

Behaviourally Anchored Rating Scales (BARS)
This method helps in measuring and improving job performance more accurately. For each
performance area, some standard statements are provided. These are then put on the scales in
BARS. While developing such BARS, group discussions are conducted to identify significant job
dimensions that need to be evaluated. BARS may be of different types for different job dimensions.
Normally BARS are presented vertically with scale points ranging from five to nine. Because of
its behavioural orientation, it is considered as the most useful technique of performance appraisal.
Moreover, this system provides opportunity to both appraisee and appraiser to interact and
participate in developing standards for each performance area. This system being time consuming
and painstaking, despite its advantages, organisations try to avoid it.

360 Degree Appraisals
This appraisal method is now largely in use throughout the world. It requires performance
feedback from all important stakeholders of the organisation, like, the ratee himself, his superiors,
peers, other team members, customers and suppliers. Apart from its effectiveness in reporting
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or job titles both in public and private sectors. In such cases, individuals nurture their own
perceived stages of career progression.
3.

Notes

It is better defined as an integrated pace of lateral movement in an occupation of an
individual over his employment span. Individual-centered career being not an objective
or at times even realistic description of career steps in a given occupation, often goes
against the hopes and expectations of employees as organisations may have a different
perceived career plan for the employees. Integrated approach, therefore, minimizes such
dissonance and ensures a mutually acceptable and satisfying career progression.

11.7 Overview of Career Development
Career development essentially means the process of increasing an employee’s potential for
advancement and career change. In other words, it is a process of planning the series of possible
jobs which an individual may hold in the organisation over time and developing strategies
designed to provide necessary job skills as the opportunity arises.
Therefore, career development relates to the readiness for progression through a series of
positions during an individual’s working life. Career development may be differentiated from
career planning and career management. Career development is a systematic process of guiding
the movement of human resources of an enterprise through different hierarchical positions,
whereas career planning is a process of establishing career objectives for an employee (or by the
person himself) and developing planned strategies to achieve them including activities which
help in making choices with respect to occupations, organisation’s job assignments and self
development measures. Career management, on the other hand, relates to specific human resource
management activities, such as recruitment, selection, placement, and appraisal to facilitate
career development.
Every organisation needs to provide career development opportunities to its employees. The
Indian corporate sector, at present, is facing major restructuring to keep pace with the economic
restructuring programme of the country.
Market globalization, technology upgradation, import liberalization, delicensing, increased
competition together have now prompted Indian companies to restructure their production visà-vis organisation. Redeploying the manpower, through proper training, in restructured jobs is
one of the important priorities for the organisations, particularly for those who are down the
level. But employees with matching skill and knowledge now find them in better bargaining
position due to increased job mobility. Most of the foreign and multinational companies are
now winning away the employees with matching skill and knowledge from Indian organisations
with better offer of pay and career. Therefore, poor career development programme may affect
an organisation at least in two ways:
1.

High employee turnover, particularly those in their beginning of their career.

2.

Decreasing employment involvement.

Recruitment expenses, training expenses and reduced performance during orientation (loss of
output, increased wastages, etc.) together add to the cost of employee turnover.
Decreased employee involvement also affects functional efficiency and productivity of the
employees. Other important reasons for career development can be listed as follows:
1.

Changing environment is now making jobs more complex. A suitable career development
programme enables employees to be better prepared for future positions in the
organisation. It also gives the opportunity to identify prospective managers from within.
Manning vacancies from within is cost efficient and at the same time the system motivates
employees.
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2.

A suitable career development programme enables the organisation to receive maximum
contribution from employees. Since this helps employees to enhance their skills for higher
positions, both under utilization of employee’s potential work energy and their
underemployment can be avoided.

3.

Career development makes employees more adaptable to changing requirements of the
organisations. The requirements may either change due to new technology [Computer
Numerically Controlled Technology (CNC), Numerically Controlled Technology (NCT),
Direct Numerically Controlled Technology (DNCT) and Flexible Manufacturing System
(FMS)], or new management philosophy and style (like, just-in-time manufacturing, total
quality management, etc.).

4.

It provides an objective basis to describe the steps of progression in a given organisation,
and therefore, minimizes unfair promotion practices of employees reducing the chance of
‘promotion by discretion’. Thus, a suitable career development programme avoids
employees’ resentment on promotion issues, which has now become a major causal factor
of industrial disputes in India.

5.

Most of the organisations are now also manned by women and other minority classes of
employees. A career development programme ensures equitable opportunity for career
progression of these classes of employees also. Thus it meets the requirements of equal
employment opportunities for all.

6.

A career development programme gives opportunities to employees to acquire more
skills, obtain desired jobs, share increased responsibility, enjoy scope of job mobility and
derive increased job satisfaction.

11.8 Significance and Advantages of Career Development
The significance and advantages of career development both from organisations and employees
point of view can be summed up as follows:
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1.

It reduces employee turnover by providing increased promotional avenues.

2.

It improves employee morale and motivation.

3.

It enables organisations to man promotional vacancies internally, thereby providing
opportunities to reduce the cost of managerial recruitment.

4.

It ensures better utilization of employees’ skills and provides increased work satisfaction
to employees.

5.

It makes employees adaptable to the changing requirement of the organisation.

6.

It reduces industrial disputes related to promotional matters and thereby provides
opportunity to the organisation to sustain harmonious industrial relations.

7.

Employees’ loyalty and commitment to the organisation can be substantially increased
and thereby organisations can enjoy the privilege of increased employee productivity.

8.

Career development programmes being an objective description of career progression,
ensure equitable promotional decisions even for women and minorities in an organisation.
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11.9 Objectives of Career Development

Notes

The objectives of a career development programme, therefore, can be listed as below:
1.

To attract and retain effective persons in an organisation.

2.

To utilize human resources optimally.

3.

To improve morale and motivation level of employees.

4.

To reduce employee turnover.

5.

To practise a balanced ‘promotion from within’ policy.

6.

To make employees adaptable to changes.

7.

To increase employees’ loyalty and commitment to the organisations.

8.

To maintain harmonious industrial relations.

9.

To inculcate equitable employment practices providing equal career progression
opportunities to women and minorities.

11.10 Types of Career Development Programmes
In an organisation, there are different types of development programmes to enrich different
skills of human resources. These include organisation development, employee development,
management development and career development. Organisational development programmes
are planned and managed from the top to bring about planned organisational changes for
increasing the organisational effectiveness. Management development is concerned with
upgrading the manager’s skills, knowledge and ability of the employees to enable them to
accomplish the additional process of guiding the movement of human resources through different
hierarchical levels. Whatever may be the differences, career development is interrelated with
other human resource development functions.

11.11 Different Stages or Cycles of Career Development Process
In order to design a suitable career development programme it is necessary to understand the
different career stages or development cycles of an individual employee. Actual stages differ
from individual to individual due to obvious differences in perceived internal career. However,
career development cycle or stages, keeping in view the general requirements of people at
different hierarchical stages, may be grouped under the following four categories:
1.

Exploratory Stage: This stage starts when a new employee joins an organisation. An
employee with his qualification and knowledge joins an organisation and finds himself in
an apparent mismatch condition which cannot be set right with the induction programme
of the organisation. It takes quite some time for him after thorough training to adapt to
the organisation and more particularly to his job assignment.
Therefore, it is essential for the organisation to sustain the behavioural as well as operational
deficiencies to help him to develop in the course of time. The best solution at this stage is
to allow the new entrant to perform some specific job and to confer freedom in functioning.
This will help the new entrant to gradually develop according to the requirements of the
organisation. Some companies even allow the new entrant to undergo a compulsory job
rotation for a reasonable time period. The purpose of such job rotation is to allow the
employee to select his preferred job from a wide range of available jobs in the organisation.
However, due to obvious functional specialities and different educational requirements,
such a scheme is not quite successful in Indian organisations.
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2.

Establishment Stage: After a new entrant chooses his career from different given
alternatives (where such options are available), he needs to be provided with regular
feedback on his performance. Such performance feedback enables the new employee to
understand the effectiveness of his performance and at the same time he can also initiate
required corrective action to overcome his functional deficiencies. Performance appraisal
and its feedback have also motivational values as the new employee enjoys a sense of
accomplishment when he gets feedback on his assignment from management and
specifically when he understands that his promotional decision has been taken based on
his performance. A successful career development process at establishment stage, therefore,
is important to retain employees in the organisation and at the same time to develop a
sense of loyalty and commitment to the organisation.

3.

Maintenance Stage: This is a mid-career stage for employees who strive hard to retain
their established name and fame. Therefore, at this stage employees need to put their
continuous efforts for self-development. For an organisation, career development process
at this stage, therefore, calls for renewing and updating the skills of employees particularly
in the context of the changing environment to help employees to overcome their midcareer crisis. In many organisations, absence of career development programmes makes
employees in this stage of their career to opt for a job switch. Therefore, this stage is
crucial and unless the organisation adopts suitable career development programmes, it
may face high employee turnover.

4.

Stage of Decline: Employees at this stage, being prepared for retirement, get scared from
the possible threat of reduced role or responsibilities in the organisation. Such complexity
is behaviourally associated with old age of the employees which, unless set right through
a suitable career development programme, may even render such employees inefficient
or misfits for the organisation. Career development process at this stage, therefore, should
aim at helping the employees to get mentally prepared for retirement rituals, particularly
to prepare them to accept a reduced role and responsibilities, so that they can accommodate
with their family and the society in the later part of their life.

11.12 Career Anchors
Career anchor is a syndrome of talents, motives and values which gives stability and direction
to a person’s career. Such talents, motives and values give shape to certain attributes, which an
individual derives from his early experiences and which help him to conceptualize his own
perceived career. This perceived career anchor, therefore, often goes against organisational
career plans and thus, employees develop a sense of dissonance or incongruity about their
career plans. Many organisations, therefore, try to identify perceived career anchors for their
employees to develop matching career development programmes. Many empirical studies
have so far been carried out to identify the perceived career-anchor of different type of employees.
Edgar H. Schein, summing up the findings of an empirical study on management graduates,
identified five such career anchors for employees.

Managerial Competence
This competence is a fundamental characteristic for those who prefer to rise to the top. Such
employees were found to have the following three areas of competence:
1.
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Interpersonal Competence: They have the ability and desire to handle a variety of
interpersonal and group situations. They can give leadership, resolve group conflicts and
also feel at ease while tackling unfavourable situations to their advantage.
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2.

Analytic Competence: This competence helps such employees to identify problems, analyze
the same and to develop situations to resolve the problems. Analytical skill being an
important prerequisite for success of managers, such competence naturally makes such
employees befitting for managerial positions.

3.

Emotional Competence: Employees bestowed with such competence can bear high levels
of responsibility and even can afford to remain cool in difficult situations which make
them competent to exert leadership powers without much of a problem. Such competence
develops empathetic skills in employees leading to a matured decision making power
even in a situation of crisis.

Notes

All these competencies together develop matured employees who are suitable for managerial
positions in an organisation.

Technical/Functional Competence
Persons with such competence prefer to remain in technically satisfying jobs than rising to the
higher managerial level. Such technically satisfying jobs may be either engineering, systems
analysis or even different functional areas of management like, finance, personnel, marketing
etc. In manufacturing units some executives always prefer to remain on the shop-floor as they
derive satisfaction from such jobs rather than general managerial jobs at the higher echelon of
management. Such people are committed to the profession and consider their work to be of
prime importance rather than the benefits and/or future prospects.

Security and Stability
Employees who are anchored in this competence will always get motivated for a career which
ensures job security and/or long range stability in the form of good retirement programmes.
Such people get motivated only when they are ensured a stable career situation which may not
even at times be fitting to their level of knowledge and skills and they may subordinate some
personal needs (for example, acceptance of less pay and amenities) to satisfy their perceived
security. Effecting transfer and promotion for this type of employees is quite difficult. Most of
the employees under this category may be identified in Government and Public Sector
Undertakings.

Creativity and Challenge
People with such syndrome are very few in number. They become entrepreneurs more for the
sake of creating something new and to have their own identity than for making money. Such
people when employed in an organisation always want to be functionally autonomous to
exercise their own special talents. They crave for independence. Such type of employees being
anchored for creativity and developing something new, should be always given challenging
work assignments and scope for their identification through innovative product designs.

Freedom and Autonomy
There are some people in the organisation who always like to work at their own pace.
Organisational constraints like fixed working hours, lack of variety of work, defined working
conditions etc., prevent them from becoming functionally autonomous and independent. Such
people, due to absence of freedom or independence in their organisation, often leave the job to
start their own consultancy and freelancing. Teachers, professors, advertising professionals
like, artists and copywriters, management consultants etc., fall under this category.
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The interactive sessions between the management and the employees, the mutual goal
setting and the efforts towards the career development of the employees help the
organisation to become a learning organisation.
Conducting performance appraisals on a regular basis helps it to become an ongoing part
of everyday practice and helps employees to take the responsibility of their work and
boosts their professional development.
Career planning and development is a holistic approach for objective description of the
career progression path for all levels of employees in an organisation.
Even though the two concepts are used with different connotations in some organisations,
like, career planning for non-executive level and career development for executive and
managerial levels, for our purpose, we have considered both the terms more in the general,
rather than specific sense.

11.15 Keywords
Career: It is a sequence of attitudes and behaviours associated with the series of job and work
related activities over a person’s lifetime
Career Anchor: It is a syndrome of talents, motives and values which gives stability and direction
to a person’s career
Career Development: It is means the process of increasing an employee’s potential for advancement
and career change
Performance: It means the degree or extent with which an employee applies his skill, knowledge
and efforts to a job, assigned to him and the result of that application.
Performance Appraisal: It means analysis, review or evaluation of performance or behaviour
analysis of an employee

11.16 Self Assessment
Fill in the blanks:
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1

…………………..objectives of performance appraisal are concerned with developing new
ways of doing a job.

2

In………………..method of performance appraisal, certain features that define performance
are identified.

3

……………………stresses more on tangible goals and often ignores intangible goals.

4.

…………………involves feedback on employee performance from all the stakeholders.

5

………………is referred to as jobs in an order as one moves up an organisational hierarchy.

6

…………………refers to individuals own steps of progression in an organisation.

7

……………………is a systematic process of directing manpower in an organisation through
various hierarchical positions.

8

In…………………of career development, it is in the interest of the company to assign
specific jobs to the employee and give him freedom to perform them.

9

………………..helps employees to analyse the problems and suggest appropriate solutions.
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Objectives
After studying this unit, you will be able to:
Identify forces of change in organisations
Describe the forms of change and role of change agents
Discuss methods organisations can use to manage resistance
Realise the behavioural reactions to change
Discuss models of organisational change

Introduction
There is nothing permanent except change. It has become an inescapable fact of life; a fundamental
aspect of historical evolution. Change is inevitable in a progressive culture. Change in fact, is
accelerating in our society. Revolutions are taking place in political, scientific, technological
and institutional areas. Organisations cannot completely insulate themselves from this
environmental instability. Change is induced by the internal and external forces. Meeting this
challenge of change is the primary responsibility of management. An organisation lacking
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Why is organisational change so important? From outside and inside the organisation, a variety
of forces press for change. "We live in the midst of constant change" has become a well-worn but
relevant cliché. Pressures for change are created both inside and outside the organisation.
Organisations must forge ahead on these forces to survive. Some of these are external, arising
from outside the company, whereas others are internal arising from sources within the
organisation.
1.

Notes

External Forces: When the organisation's general or task environment changes, the
organisation's success often rides on its ability and willingness to change as well. The
modern manager is change-conscious and operating in the constantly changing
environment. Many external changes bombard the modern organisations and make change
inevitable. The general environment has social, economic, legal, political and technological
dimensions. Any of these can introduce the need for change. In recent years, far-reaching
forces for change have included developments in information technology, the globalization
of competition, and demands that organisations take greater responsibility for their impact
on the environment. These forces are discussed below:
(a)

Technological Change: Rapid technological innovation is a major force for change in
organisations, and those who fail to keep pace can quickly fall behind. It is perhaps
the greatest factor that organisations reckon with. According to C. Handy, "the rate
of technological changes is greater today than any time in the past and technological
changes are responsible for changing the nature of jobs performed at all levels in the
organisation". For example, the substitution of computer control for direct
supervision is resulting in wider spans of control for managers and flatter
organisations.

(b)

Globalization: The global economy means competitors are likely to come from across
the ocean. The power players in the global market are the multinational and transnational organisations. This has led companies to think globally. There are no longer
any mental distinctions between domestic and foreign operations. Globalization of
an organisation means rethinking the most efficient ways to use resources,
disseminate and gather information and develop people. It requires not only
structural changes but also changes in the minds of employees. Successful
organisations will be the ones that can change in response to the competition. They
will be fast on their feet, capable of developing new products rapidly and getting
them to market quickly.

(c)

Social and Political Changes: A firm's fate is also influenced by such environmental
pressures as social and political changes. Many new legal provisions in the corporate
sector get introduced every time that affects organisations.

(d)

Workforce Diversity: Related to globalization is the challenge of workforce diversity.
Workforce diversity is a powerful force for change in organisations. The demographic
trends contributing to workforce diversity are

(e)

(i)

The workforce will see increased participation from females, as the majority
of new workers will be female.

(ii)

The workforce will be more culturally diverse than ever (part of this is
attributable to globalization).

(iii)

The workforce is aging. There will be fewer young workers and more middle
aged workers.

Managing Ethical Behaviour: Employees face ethical dilemmas in their daily work
lives. The need to manage ethical behaviour has brought about several changes in
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(f)

Employee Expectations: Changes in employee expectations also can trigger change in
organisations. These forces may be:
(i)

Employees' desire to share in decision-making.

(ii)

Employees' demand for effective organisational mechanism.

(iii)

Higher employee expectation for satisfying jobs and work environment.

(iv)

Employees' desire for higher wages.

Notes

All these forces necessitate change in organisations. Besides these forces, a company that hires a
group of young newcomers may be met with a set of expectations very different from those
expressed by older workers.
Although organisational changes are important, managers should try to institute changes only
when they make strategic sense. A major change or two every year can be over-whelming to
employees and create confusion about priorities. A logical conclusion is that managers should
evaluate internal forces for change with as much care as they evaluate external forces.

12.2 Forms of Change
Change has become the norm in most organisations. Adaptiveness, flexibility and responsiveness
are terms used to describe the organisations that will succeed in two basic forms of change in
organisations that will succeed in meeting the competitive challenges that businesses face.
There are two basic forms of change in organisations: Planned change and unplanned change.
1.

Planned Change: Planned change is change resulting from a deliberate decision to alter
the organisation. It is an intentional, goal-oriented activity. The goals of planned change
are:
First, it seeks to improve the ability of the organisation to adapt to changes in its
environment.
Second, it seeks to change the behaviour of its employees.

2.

Unplanned Change: Not all change is planned. Unplanned change is imposed on the
organisation and is often unforeseen. Responsiveness to unplanned change requires
tremendous flexibility and adaptability on the part of organisations. Examples of unplanned
changes are changes in government regulations and changes in the economy.
The Role of Change Agents: Change in organisations is inevitable, but change is a process
that can be managed. The individual or group that undertakes the task of introducing and
managing a change in an organisation is known as a change agent. Change agents can be
of two types:
(a)

Internal Change Agents: Change agents can be internal, such as managers or employees
who are appointed to oversee the change process.
Internal change agents have certain advantages in managing the change process.
They are:
(i)

They know the organisation's past history, its political system, and its culture.

(ii)

Internal change agents are likely to be very careful about managing change
because they must live with the results of their change efforts.

There are also disadvantages of using internal change agents. They are:
(i)

They may be associated with certain factions within the organisation and may
easily be accused of favouritism.
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human characteristics such as perceptions, personalities and needs. The following are the
reasons:
(a)

2.

Notes

Economic Reasons: The economic reasons to fear change usually focus on one or more
of the following:
(i)

Fear of technological unemployment.

(ii)

Fear of reduced work hours and consequently less pay.

(iii)

Fear of demotion and thus reduced wages.

(iv)

Fear of speed-up and reduced incentive wages.

(b)

Fear of the unknown: Change often bring with it substantial uncertainty. Employees
facing a technological change, such as the introduction of a new computer system,
may resist the change simply because it introduces ambiguity into what was once a
comfortable situation for them. This is especially a problem when there has been a
lack of communication about the change.

(c)

Fear of Loss: When a change is impending, some employees may fear losing their
jobs, particularly when an advanced technology is introduced. Employees may also
fear losing their status because of a change. Another common fear is that changes
may diminish the positive qualities the individual enjoys in the job. For example,
computerizing the customer service positions, threaten the autonomy that sales
representatives previously enjoyed.

(d)

Security: People with a high need for security are likely to resist change because it
threatens their feeling of safety.

(e)

Status quo: Perhaps the biggest and most sound reason for the resistance to change is
the status quo. As human beings, we are creatures of habit. Change may pose
disturbance to the existing comforts of status quo. When confronted with change,
this tendency to respond in our accustomed ways becomes a source of resistance.
Change means they will have to find new ways of managing them and their
environment—the ways that might not be successful as those currently used.

(f)

Peer Pressure: Individual employees may be prepared to accept change but refuse to
accept it for the sake of the group. Whenever change is unwilling to the peers, they
force the individuals who want to accept change to resist change.

(g)

Disruption of Interpersonal Relationships: Employees may resist change that threatens
to limit meaningful interpersonal relationships on the job. Introduction of change
often results in disturbance of the existing social relationships. Change may also
result in breaking up of work groups.

Organisational Resistance: Organisations, by their very nature are conservative. They
actively resist change. Some of the organisational resistances are explained below:
(a)

Resource Constraints: Resources are major constraints for many organisations. The
necessary financial, material and human resources may not be available to the
organisation to make the needed changes. Further, those groups in organisation
that control sizable resources often see change as a threat. They tend to be content
with the way things are.

(b)

Structural Inertia: Some organisational structures have in-built mechanism for
resistance to change. For example, in a bureaucratic structure where jobs are narrowly
defined and lines of authority are clearly spelled out, change would be difficult. This
is so because formalization provides job descriptions, rules, and procedures for
employees to follow. The people who are hired into an organisation are chosen for
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5.

Manipulation and co-optation: Using information about change selectively or seconding
a representative (or informal leader) from the group to participate in the design of the
change.

6.

Explicit and implicit coercion: Using power position and threats to force compliance.

Notes

While implementing change, managers must choose which approach best fits the situation. Each
approach has its advantages and disadvantages and hence, they are appropriate in certain
situations only.

12.7 Summary
For organisations to develop, they often must undergo significant change at various
points in their development.
Organisational Change occurs when an organisation evolves through various life cycle.
Significant organisational change occurs, when an organisation changes its overall strategy
for success, adds or removes a major section or practice, and/or wants to change the very
nature by which it operates.
Leaders and managers continually make efforts to accomplish successful and significant
change.
The changes that bring a complete overhaul are most often than not resisted by the others
first.
It is very important that the staff be made to understand the necessity for the change.
There are many approaches to guiding change – some planned, structured and explicit,
while others are more organic, unfolding and implicit.
Different people often have very different – and strong – opinions about how change
should be conducted.
Whatever resistances or objections, if the change is essential and justified, it must be
undertaken, as they say- the only constant factor is change.

12.8 Keywords
Disengagement: Psychological withdrawal from change.
Dis-identification: The absence of identification, the absence of the self-image.
Refreezing: Refreezing is the third of Lewin's change transition stages, where people are taken
from a state of being in transition and moved to a stable and productive state.
Unfreezing: Unfreezing is the first of Lewin's change transition stages, where people are taken
from a state of being unready to change to being ready and willing to make the first step.

12.9 Self Assessment
Fill in the blanks:
1.

The traditional view of resistance to change treated it as something to be .................., and
many organisational attempts to reduce the .................. have only served to intensify it.

2.

The contemporary view holds that resistance is simply a form of .................. .
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3.

Related to .................. is the challenge of workforce diversity.

4.

.................. is usually expressed as negativity or anger.

5.

.................. employees are lost and confused, and often they are unsure of their feelings.

6.

Change inherently implies .................. activity.

7.

Resistance can be.................., .................., .................., or deferred.

8.

An organisation has to change its HR policies for women owing to pressure from the
government. Such a force is an…………….force of change.

9.

The resultant change in the above question will be a………………change.

10.

The three stages of Lewin's Model of change are freezing, change and ……………….

12.10 Review Questions
1.

Suppose you have inherited a business of your father who nurtured employees like a
family, thus turning the organisation into an informal type. How will you ensure
commitment to your plans of fast growth and profit maximization?

2.

How will you minimize resistance from middle management in implementing the change
in the situation given in question 1?

3.

What will be the common pitfalls when implementing organisational change?

4.

What would you choose- implementing the change yourself or hiring a consultant? If
latter, how would you benefit from a consultant?

5.

How would you measure the inherent risks/costs of not embracing the change?

6.

How would you choose the processes that would need to change/introduce?

7.

How will success be measured and what value will success have for the business and
individual?

8.

"Give an example of how you changed the direction of an organisation or group. Provide
examples of the process, procedures and techniques used to change the direction."

9.

As a change manager, would you resort to negotiation and agreement with the main
resistors of the organisational change?

10.

Examine Nadler's Model to manage change. Is there any limitation that it overlooks?

11.

What may be the various forces that might operate in social systems to keep the system
either in balance or in state of change?

12.

Why does the change inherently imply political activity in an organisation?

13.

Out of empathy & support, and manipulation & co-optation, what do you think to be a
better way of dealing with resistance to change and why?

Answers: Self Assessment
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1.

overcome, resistance

2.

feedback

3.

globalization

4.

Disenchantment

5.

Disorientated

6.

political
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Define motivation
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Introduction
Have you ever wondered, what makes people work? Why do some people perform better than
others? Why does the same person act differently at different times? The answer is motivation
by a leader in the organisation. A leader must stimulate people to action to accomplish the
desired goals; he must fuse the varied individual human capacities and powers of the many
people employed into a smoothly working team with high productivity. How do we get people
to perform at a higher than “normal” percent of their physical and mental capacities and also
maintain satisfaction. This is the challenge of motivation.
Motivation is the process of rousing and sustaining goal-directed behaviour. Motivation is one
of the more complex topics in organisational behaviour. Leadership is a process of influence on
a group. Leadership is the ability of a manager to induce subordinates to work with confidence
and zeal.

13.1 What is Motivation?
Some of the widely quoted definitions are given below:
According to Gray Starke, "Motivation is the result of processes, internal or external to the
individual, that arouse enthusiasm and persistence to pursue a certain course of action."
According to Stephen P Robbins, "We define motivation as the willingness to exert high levels
of effort toward organisational goals, conditioned by the effort's ability to satisfy some individual
needs."
According to S. Zedeck and M. Blood, " Motivation is a predisposition to act in a specific goaldirected way."
According to Atkinson J.W, "(Motivation is) the immediate influences on the direction, vigour
and persistence of action."
According to S.W Gellerman, "(Motivation is) steering one's actions toward certain goals and
committing a certain part of one's energies to reach them."
According to M.R. Jones, "(Motivation is) how behaviour gets started, is energized, is sustained,
is directed, is stopped and what kind of subjective reaction is present in the organism while all
these are going on."
All these definitions contain three common aspects of the motivation process:
1.

What energizes human behaviour?

2.

What directs or channels such behaviour?

3.

How is this behaviour maintained or sustained?

Motivation has certain underlying properties:
1.

It is an individual phenomenon – Each individual is unique, and this fact must be recognized
in motivation research.

2.

Motivation is intentional – When an employee does something, it is because he or she has
chosen to do it.

3.

Motivation has many facets – Researchers have analyzed various aspects of motivation,
including how it is aroused, how it is directed, what influences its persistence, and how it
is stopped.

4.

The purpose of motivation theories is to predict behaviour – The distinction must be made
between motivation, behaviour and performance. Motivation is what causes behaviour; if
the behaviour is effective, high performance will result.
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2.

Forces in the subordinates, i.e., the subordinates' readiness for taking decisions, and their
knowledge, interest, need for independence, etc.

3.

Forces in the situation, i.e., complexity of the problem, pressure of time etc.

Notes

Types of Leadership Styles
The different types of leadership styles are:
1.

Autocratic or Task Management Leadership

2.

Participative or Democratic Leadership

3.

Laissez-faire or Free-rein Leadership and

4.

Paternalistic Leadership.

1.

Autocratic or Task Management Leadership: The autocratic leader gives orders which he
insists shall be obeyed. He determines policies for the group without consulting them,
and does not give detailed information about future plans, but simply tells the group
what immediate steps they must take. In other words, an autocratic leader is one who
centralizes the authority in himself and does not delegate authority to his subordinates.
An autocratic leader operates on the following assumptions:
(a)

An average human being has inherent dislike for work and will avoid it if he can.

(b)

If his subordinates were intelligent enough, they would not be in subordinate
positions.

(c)

He assumes that unintelligent subordinates are immature, unreliable and
irresponsible persons. Therefore, they should be constantly watched in the course of
their work.

(d)

As he has no regard for his subordinates, he gets the work done by his subordinates
through negative motivation, that is, through threats of penalty and punishment.

Types of Autocratic Leadership

2.

(a)

Strictly autocratic leaders: A strictly autocratic leader relies on negative influence and
gives orders which the subordinates must accept. He may also use his power to
dispense rewards to his group.

(b)

Benevolent Autocrat: The benevolently autocratic leader is effective in getting high
productivity in many situations and he can develop effective human relationships.
His motivational style is usually positive.

(c)

Manipulative Autocrat: A manipulative autocratic leader is one who makes
subordinates feel that they are participating in decision making process even though
he has already taken the decision.

Participative or Democratic Leadership: A democratic leader is one who consults and
invites his subordinates to participate in the decision making process. He gives orders
only after consulting the group, sees to it that policies are worked out in group decisions
and with the acceptance of group.
A participative leader operates on the following assumptions:
(a)

Subordinates are capable of doing work independently and assuming the
responsibility for proper execution if they are given opportunities and incentives.

(b)

Subordinates are supervised, guided and aided rather than threatened and
commanded to work.
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He always tries to develop social understanding with other people. The human skill
involves the following:

2.

(a)

Empathy: A leader should be able to look at things as objectively as possible. He
should respect the rights, beliefs and sentiments of others.

(b)

Objectivity: A good leader is fair and objective in dealing with subordinates. He must
be free from bias and prejudice while becoming emotionally involved with his
followers.

(c)

Communication Skills: A leader should have the ability to persuade, to inform,
stimulate, direct and convince his subordinates.

(d)

Teaching Skill: A leader should have the ability to demonstrate how to accomplish a
particular task.

(e)

Social Skill: A leader should understand his followers. He should be helpful,
sympathetic and friendly.

Notes

Conceptual Skill: In the words of Chester Barnard, "the essential aspect of the executive
process is the sensing of the organisation as a whole and the total situation relevant to it".
Conceptual Skill includes:
(a)

An understanding of the organisational behaviour,

(b)

Understanding the competitors of the firm, and

(c)

Knowing the financial status of the firm.

A leader should have the ability to look at the enterprise as a whole, to recognize that the
various functions of an organisation depend upon one another and are inter-related, that
changes in one affect all others. The leader should have the skill to run the firm in such a
way that overall performance of the firm in the long run will be sound.
3.

Technical Skill: A leader should have a thorough knowledge of, and competence in, the
principles, procedures and operations of a job. Technical skill involves specialized
knowledge, analytical skill and a facility in the use of the tools and techniques of a specific
discipline. Technical competence is an essential quality of leadership.

4.

Personal Skill: The most important task of the leader is to get the best from others. This is
possible only if he possesses certain qualities. These personal skills include:
(a)

Intelligence: Intellectual capacity is an essential quality of leadership. Leaders
generally have somewhat higher level of intelligence than the average of their
followers.

(b)

Emotional Maturity: A leader should act with self-confidence, avoid anger, take
decisions on a rational basis and think clearly and maturely. A leader should also
have high frustration tolerance. According to Koontz and O'Donnell, "Leaders cannot
afford to become panicky, unsure of themselves in the face of conflicting forces,
doubtful of their principles when challenged, or amenable to influence".

(c)

Personal Motivation: This involves the creation of enthusiasm within the leader himself
to get a job done. It is only through enthusiasm that one can achieve what one wants.
Leaders have relatively intense achievement type motivational drive. He should
work hard more for the satisfaction of inner drives than for extrinsic material rewards.

(d)

Integrity: In the words of F.W. Taylor, "integrity is the straightforward honesty of
purpose which makes a man truthful, not only to others but to himself; which makes
a man high-minded, and gives him high aspirations and high ideals".
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(e)

Flexibility of Mind: A leader must be prepared to accommodate others' viewpoints
and modify his decisions, if need be. A leader should have a flexible mind, so that he
may change in obedience to the change in circumstances. Thomas Carlisle has
said – "A foolish consistency is the hobgoblin of a little mind".

In sum, a leader must have a dynamic personality, intellectual attainment, amiable disposition,
unassuming temperament and knowledge of how to deal with his followers.

13.7 Importance of Leadership
The importance of leadership in an organisation cannot be denied. People working in an
organisation need individuals (leaders) who could be instrumental in guiding the efforts of
groups of workers to achieve goals and objectives of both the individuals and the organisation.
The leader guides the action of others in accomplishing these tasks. A good leader motivates his
subordinates, creates confidence and increases the morale of the workers. In the words of Peter
F Drucker – "Good leadership is a must for the success of a business but the business leaders are
the scarcest resources of any enterprise". The following points highlight the importance of
leadership:
1.

Leadership is the process of influencing the activities of an individual or a group towards
the achievement of a goal.

2.

An effective leader motivates subordinates for turning in a higher level of performance.

3.

Leadership promotes team-spirit and team-work which is essential for the success of any
organisation.

4.

Leadership is an aid to authority. Dynamic and enlightened leadership helps in the effective
use of formal authority.

5.

Leadership creates confidence in subordinates by giving them proper guidance and advice.

The history of business is full of instances where good leaders led their business concerns to
unprecedented peaks of success. To quote George R Terry: "The will to do is triggered by
leadership, and lukewarm desires for achievement are transformed into burning passion for
successful accomplishments by the skilful use of leadership skills".

13.8 Functions of a Leader
According to Peter Drucker, "An effective leader is one who can make ordinary men do
extraordinary things, make common people do uncommon things. Leadership is a lifting of a
man's sights to a higher vision, the raising of man's standard to a higher performance, the
building of a man's personality beyond its normal limitations." This viewpoint of Peter Drucker
stresses the leader's obligation to attain organisational goals and gives attention to the needs of
the individuals who are his subordinates. The important functions of a business leader may be
briefly summarized as follows:
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1.

To take the initiative: A leader initiates all the measures that are necessary for the purpose
of ensuring the health and progress of the organisation in a competitive economy. He
should not expect others to guide or direct him. He should lay down the aims and objectives,
commence their implementation and see that the goals are achieved according to the predetermined targets.

2.

He identifies group goals: A leader must always help the group identify and attain their
goals. Thus, a leader is a goal setter.
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3.

He represents the organisation: A leader represents the organisation and its purpose,
ideals, philosophy and problems to those working for it and to the outside world. In other
words, a leader is a true representative of the entire organisation.

4.

He acts as an arbitrator: When groups experience internal difference, whether based on
emotional or intellectual clashes, a leader can often resolve the differences. He acts as an
arbitrator to prevent serious differences from cropping up within the group.

5.

To assign reasons for his action: It is the delicate task of a leader to assign reasons to his
every command. He has to instruct things in such a way that they are intelligible to all
concerned and their co-operation is readily forthcoming.

6.

To interpret: He interprets the objectives of the organisation and the means to be followed
to achieve them; he apprises his followers, convinces them, and creates confidence among
them.

7.

To guide and direct: It is the primary function of the leader to guide and direct the
organisation. He should issue the necessary instructions and see that they are properly
communicated.

8.

To encourage teamwork: A leader must try to win the confidence of his subordinates. He
must act like the captain of a team.

9.

He manages the organisation: Last but not the least, he administers the undertaking by
arranging for the forecast, planning, organisation, direction, co-ordination and control of
its activities.

Notes

13.9 Theories of Leadership
Different authorities and different researchers have viewed leadership differently. Some put
emphasis on personal options, while others view leadership as situational. The researches
conducted by behavioural scientists to find out what makes a leader effective have resulted in
"theories of leadership". The important theories of leadership are listed/discussed below:
1.

Trait Theory of Leadership

2.

Behavioural Theory of Leadership

3.

Contingency Theory of Leadership

4.

Management Grid or Leadership Grid

5.

Situational Theory of Leadership

6.

Great Man Theory of Leadership

7.

Path-Goal Theory

8.

Participation Theory of Leadership

1.

Trait Theory of Leadership: Trait theory seeks to determine personal characteristics of
effective leaders. It points out that the personal traits or personal characteristics of a
person make him an effective or successful leader. Charles Bird examined twenty lists of
traits attributed to leaders in various surveys and found that none of the traits appeared on
all lists. Leaders were characterized a wide variety of traits ranging all the way from
neatness to nobility.
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Limitations of the Trait Theory
(a)

It assumes that leadership is an inborn quality. This is not always true but, leadership
qualities may be developed through training also.

(b)

A leader may prove very successful is one situation due to some traits, but may fail
in another situation.

(c)

The theory also fails to mention the traits which are necessary to maintain leadership.
Measurement of a trait usually occur after a person becomes a leader.

(d)

There cannot be any common list of personal traits found in all successful leaders.

(e)

Personal traits are only a part of the whole environment. By emphasizing merely on
the personal traits, the other qualities of a leader are ignored.

Applications of Trait Theory
Despite the limitations of trait theory, people still think in terms of leadership traits. For
example, in many hiring and promotion decisions, the decision maker selects people, he
or she should have "leadership potential". There is nothing wrong about such a choice, but
is this an effective strategy? Probably not. Using valid systems for employee selection
results in higher-quality employees than basing decisions on non-job-related personality
traits.
2.

Behavioural Theory of Leadership: According to this theory, a particular behaviour of a
leader provides greater satisfaction to the followers and so they recognize him as a good
leader. The behavioural approach is based on the premise that effective leadership is the
result of effective role behaviour. A leader uses conceptual, human and technical skills to
influence the behaviour of his subordinates. The behavioural theory does not concentrate
on the traits of leaders; it inspires study of the activities of leaders to identify their
behavioural patterns.
The inability of the trait approach to consistently define specific traits that would
differentiate successful and unsuccessful leaders led to the conclusion that emphasis on the
behaviour of leaders (which could be measured) rather than emphasis on traits (which
could not be measured) were an appropriate new research strategy. Beginning in the late
1940s and continuing through the early 1960s, research based on this emphasis was
conducted at Ohio State University and the University of Michigan.
(a)

The Ohio State University Studies: A team of Ohio State University researchers including
Edwin Fleishman conducted extensive surveys. The goal of the research was to:
(i)

Identify the behaviours exhibited by leaders.

(ii)

Determine what affect these behaviours had on employee satisfaction and
performance.

(iii)

Identify the best leadership style.

To do this, questionnaires were developed to assess leadership styles. The Leader
Behaviour Description Questionnaire (LBDQ) was designed to tap subordinate
perception of the leader's behaviours, while the Leader Opinion Questionnaire (LOQ)
measured the leader's perception of his own style.
After an analysis of actual leader behaviour in a wide variety of situations, two
important leadership behaviours were isolated:
(i)

Initiating-structure behaviour (IS): Clearly defining the roles of leader and
follower so that everyone knows what is expected. This includes establishing
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formal lines of communication and deciding how tasks are to
be performed.
(ii)

Consideration Behaviour(C): Demonstrating concern for followers and trying
to establish a friendly and supportive work climate based on mutual trust.

These two kinds of behaviour were viewed as independent, meaning a particular
leader can score high in use of one type of behaviour, the other, or both. Leaders
who scored high on IS generally led high-producing groups and were rated highly
by their superiors. However, the subordinates of those leaders tended to have lower
morale, higher grievance rates, and higher turnover. Leaders high on C, on the
other hand, generally led groups with higher morale but lower productivity. Thus,
each of the specific leader behaviours had positive and negative outcomes associated
with them. The extension of these findings by some later theorists led to the conclusion
that leaders high on both LS an C would simultaneously satisfy their superiors (by
achieving high performance) and their subordinated (by improving their morale).
(b)

University of Michigan Studies: Under Rensis Likert, researchers at the University of
Michigan conducted extensive interviews with managers and the employees who
reported to them. After studying numerous industrial situations, the researchers
concluded that two leadership styles – employee-centered and production or taskcentered – influenced employee performance and satisfaction.
(i)

Task-Centered Leader Behaviour: An effort to lead employees by focusing on
work and how well employees performs. The task-centered leader pays close
attention to employees' work, explains work procedures, and is deeply
interested in performance.

(ii)

Employee-centered Leader Behaviour: An effort to lead employees by
developing a cohesive work group and ensuring employee satisfaction. The
employee-centered leader emphasizes employees' well being rather than the
tasks they perform.

The researchers defined these behaviours as mutually exclusive; a leader tends to use one
or the other. The Michigan studies showed that employee-centered leaders supervised
groups with higher morale and productivity, while production-centered leaders supervised
groups with lower productivity and morale. These findings led to the belief that the
employee-centered leadership style was superior to the production-centered leadership
style.
3.

Contingency Theory of Leadership: Fiedler's contingency model is one of the most serious
and elaborate situational theories in leadership literature. Fiedler is probably the first
researcher who recognised the need for a broader explanation of leadership phenomena
anchored on situational variables.
Fiedler's model is called a 'contingency' model because the leader's effectiveness is partially
contingent upon three major situational variables.
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(a)

Leader-member relations: It refers to the degree of confidence, trust and respect followers
have in the leader. It indicates the degree to which group members like the leader
and are willing to accept the leader's behaviour, as an influence on them.

(b)

Task structure: It measures the extent to which the task performed by subordinates is
routine or non-routine. In other words, task structure refers to how routine and
predictable the work group's task is.
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(e)

Team (9,9) Management: High levels of concern for people and production. This style
of management results in superior performance from committed employees.

Notes

A slightly more complex model of leadership is the managerial grid developed by Robert
Blake and Jane Mouton. This model is illustrated in Figure 13.6 and is called the Leadership
Grid in the latest version prepared by Robert Blake and Anne McCanse.
5.

Situational Theory of Leadership: The situational theory of leadership is strongly affected
by the situation from which a leader emerges and in which he works. This theory
emphasizes that the entire action between the group and the leader is the main factor
which makes a leader successful. The people (followers) tend to follow the person (leader)
who is capable of fulfilling their aspirations. Thus, a leader recognizes the need of the
situation and acts accordingly. The merit of this theory is that it makes it abundantly clear
that there is no single universally "best style" of leadership. A leader has to change his
style of leadership from situation to situation.
Contingency or situational theories differ from the earlier trait and behavioural theories
in asserting that no single way of leading works in all situations. Recent research suggests
that managers should select a leadership that best fits with the situation at a given time.
Effective managers diagnose the situation, identify the leadership style that will be most
effective, and then determine if they can implement the required style. Early situational
research suggested that three general factors affect the appropriate leadership style in a
given situation.
(a)

Subordinate Considerations: Reflect the leader's awareness of subordinate's expertise,
experience, competence, job knowledge, hierarchical level and psychological
characteristics.

(b)

Supervisor Considerations: Reflect the leader's degree of upward influence, as well as
his or her similarity of attitudes and behaviours to those in higher positions.

(c)

Task Considerations: Reflect the degree of time urgency, amount of physical danger,
permissible error rate, presence of stress, degree of autonomy, degree of job scope,
importance and meaningfulness, and degree of ambiguity of the work being
performed.

The precise aspects of each dimension that influence the most effective leadership style
vary in different situations. Most situational theorists suggest that effective leaders develop
a range of leadership styles, which they adapt to different situations.
Limitations of Situational Theory Leadership

6.

(a)

This theory stresses the leadership ability of a person in a given situation but it is
silent on the question whether he will fit in another situation.

(b)

If the leader adopts some style under all situations, he may not be successful. This is
not always true, but leaders have been successful at all times and at all situations.

Great Man Theory of Leadership: The theory asserts that leaders are born and not made.
This is especially so with great leaders who are natural leaders. Leadership calls for
certain qualities like commanding personality, charm, courage, intelligence, integrity,
persuasiveness, tenacity and aggressiveness. These qualities are of such a nature that they
can't be taught or learnt in a formal sense. The implementations of this approach are:
(a)

Leaders have certain inborn leadership qualities.

(b)

Inborn qualities are sufficient for a leader to be successful.
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(c)

Ordinary people cannot become leaders.

(d)

Leadership qualities cannot be acquired.

Thus great leaders are "the gift of god" to mankind. They bestow great good on people by
their decisions and activities, which are also divinely destined and approved.
Limitations of Great Man Theory of Leadership

7.

(a)

The theory is now regarded as almost obsolete and absurd because it has little
scientific and empirical basis.

(b)

The theory does not explain who are leaders, how they emerge, how they behave
and what exactly it is that makes for their effectiveness.

Path-goal Theory: Developed by Robert House, the Path Goal theory is one of the most
respected approaches to leadership. The essence of the theory is that it's the leader's job to
assist his or her followers in attaining their goals and to provide the necessary direction
and/or support to ensure their goals are compatible with the overall objectives of the
group or organisation. According to this theory, leaders attempt to influence their
subordinate's perceptions of the payoff for accomplishing their goals and show them
ways to achieve the goals. Thus, a leader's behaviour is motivational to the degree it:
(a)

Makes subordinate need satisfaction contingent on effective performance, and

(b)

Provide the coaching, guidance, support and rewards that are necessary for effective
performance.

To test these statements, House identified four leadership behaviours or styles:
(a)

Directive Style: The leader tells subordinates what is expected of them, gives them
guidance about what should be done, and also shows them how to do it.

(b)

Supportive Style: The leader shows concern for the well-being and needs of his or her
subordinates by being friendly and approachable.

(c)

Participative Style: The leader involves subordinates in decision making, consults
with them about their views of the situation, asks for their suggestions, considers
those suggestions in making a decision, and sometimes lets the subordinates make
the decision themselves.

(d)

Achievement-Oriented Style: The leader helps subordinates set goals, rewards the
accomplishment of these goals and encourages subordinates to assume responsibility
for their attainment.

House assumes that leaders are flexible and implies that the same leader can display any
or all of these behaviours, depending on the situation.
Applying Path-Goal Theory: The leader will begin by choosing a leadership style that fits the
situation. To do this, the leader has to assess five aspects of the situation and people
involved:
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(a)

Assess the task: Structured tasks and clear goals require less direction then less
structured tasks and less clear goals.

(b)

Assess the leader's formal authority: managers with formal authority typically should
not use a directive style because it duplicates their authority, but they may use
supportive achievement-oriented or participative styles.
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2.

One important organisational implication of the hierarchy of needs concerns the ..................
and .................. that have a bearing on how to manage people at work.

3.

Leadership is the function of .................. people to strive willingly to attain the
predetermined objectives.

4.

A leader must try to win the .................. of his subordinates.

5.

In .................. style, the leader tells subordinates what is expected of them.

6.

Leadership involves an .................. distribution of authority among leaders and group
members.

7.

The .................. leader pays close attention to employees’ work.

8.

When groups experience internal difference, a leader can often .................. them.

9.

Trait theory seeks to determine .................. of effective leaders.

10.

It is the delicate task of a leader to assign .................. to his every command.

11.

Persons who are leaders are presumed to display better .................. and engage themselves
in .................. .

12.

Two important leadership behaviours are .................. and .................. .

13.14 Review Questions
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1.

Motivation is a predisposition to act in a specific goal oriented way. Comment

2.

Which do you think to be more conducive for the development of your organisationTheory X or Theory Y and why?

3.

Under the motivation-hygiene theory, what would you categorise salary and interpersonal
relations as - as motivators or demotivators and why?

4.

“A good leader is one who understands his subordinates, their needs and their sources of
satisfaction”. Comment.

5.

What is the difference between a leader and a manager?

6.

Critically examine the different approaches to the study of leadership behaviour. Is there
one best style of leadership?

7.

“Leadership is the driving force which gets thing done by others”. Discuss.

8.

“A Successful Leader is not necessarily effective”. Comment.

9.

What is the Managerial Grid? Contrast its approach to leadership with the approach of the
Ohio State and Michigan groups.

10.

According to the Managerial Grid, which is considered the most desirable combination of
leadership behaviour? Why?

11.

A leader is one who guides and directs other people. Can there be a contrast to it? Discuss
with elaborative reasons.

12.

What do you think as the five main characteristics of a leader and why do you prefer them
over the rest?

13.

Which is your favourite leadership style and why?
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Objectives
After studying this unit, you will be able to:
State the significance of communication
List types of communication
Discuss process of communication
Identify the barriers to effective communication

Introduction
Communication is the exchange of messages between people for the purpose of reaching common
understandings, and achieving common goals. Unless common meanings are shared, managers
find it extremely difficult to influence others. Whenever groups of people interact, communication
takes place. Communication is the exchange of information using a shared set of symbols. It is
the process that links group members and enables them to coordinate their activities. Therefore,
when managers foster effective communication, they strengthen the connections between
employees and build cooperation.
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14.1 Significance of Communication

Notes

The importance of communication in management can be judged from the following:
1.

Gaining acceptance of policies, winning cooperation of others, getting instructions and
ideas clearly understood and bringing about the desired changes in performance are
dependent upon effective communication.

2.

Communication helps the management in arriving at vital decisions. In its absence, it
may not be possible for the top-level management to come in closer contact with each
other and discuss the important problems pertaining to the organisation.

3.

Constant communication with personnel helps the management to remain informed about
their problems, difficulties and grievances.

4.

Communication is quite essential for coordination, which is the essence of effective
management.

5.

Greater, better and cheaper production are the aims of all managers. In today’s
organisations, the information passes through a variety of filters and there is always a
chance for misinterpretation. An effective system of communication can play a vital role
in avoiding this illusion.

6.

Under an effective system of communication, it is quite convenient for the employees to
express their grievances, and bring all their problems to the notice of the management.

14.2 Types of Communication
14.2.1 Based on Level
Levels of communication are:
1.

Intrapersonal communication: It is the language used or thought internal to the
communicator. Intrapersonal communication is the active internal involvement of the
individual in symbolic processing of messages.

2.

Interpersonal communication: It is the level in which communication channels are the
medium chosen to convey the message from sender to receiver.

3.

Group communication refers to the nature of communication that occurs in groups that
are between 3 and 12 individuals.

4.

Public communication: It’s at the heart of our economy, society, and politics.

14.2.2 Based on Form/Medium Used
Communication can be classified on the basis of the medium employed:
1.

Verbal Communication: It means communicating with words, written or spoken.

2.

Non-verbal communication: It includes using of pictures, signs, gestures, and facial
expressions for exchanging information between persons.

3.

Meta communication: Here the speaker’s choice of words unintentionally communicates
something more than what the actual words state.

4.

Formal Communication: A formal channel of communication can be defined as a means of
communication that is formally controlled by managers or people occupying positions in
an organisation.
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14.7 Keywords
Communication: exchange of messages between people
Filtering: sender manipulating information so it will be seen more favourably by the receiver
Halo-Effect: process of forming opinions based on one element from a group of elements
Kinesics: study of body movements, including posture
Lateral Communication: communicating with members at same level of the heirarchy
Paralanguage: vocal aspects of communication relating to how something is said rather than to
what is said
Proxemics: the influence of proximity and space in communication
Stereotyping: when we have preconceived ideas about other people

14.8 Self Assessment
Fill in the blanks:
1

Your new boss wrongly perceived that you are an expert in tax accounting since you
mostly hang out with accountants during free hours. This is known as ……………….

2

Most of the communication process is not complete without ……………….

3

A ………………..can be in a form of ideas, thoughts, feelings or opinions.

4.

Japanese usually bend while greeting others. They are said to be communicating
through…………………..

5

A political leader speaking at an election rally is political communication. It is also
………………communication.

6

Communication between a project manager and a materials handling in-charge who
work under an operation manager would be…………………communication.

7

If you unintentionally tell someone that- “you are looking beautiful today”. Then it well
be a ……………….communication.

8

Communication between a CEO and Managing Director at the board meeting would be a
……………….communication.

9

Communication between a group of friends in college would be…………..communication.

10.

Language can also sometimes act as a ……………….to communication.

14.9 Review Questions
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1

“Communication is an indispensable activity in all organisations”. Analyse this statement
and thus bring out the significance of communication in an organisation.

2

Suppose there is an urgent meeting being called in your CEO’s office within half-an hour
and you are given the responsibility of informing all the other managers. You don’t have
the time to personally visit or call every member. How will you tackle the problem?

3

“Employees may participate in a grapevine to help meet social needs”. Elaborating on
this statement, bring out the basic idea behind grapevines.
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Unit 15: Team and Team Work
CONTENTS
Objectives
Introduction
15.1 Creating Effective Teams
15.2 Types of Teams
15.3 Team Building
15.3.1

The Purpose of Team Building/High-performance Teams

15.3.2

Developing Team Members’ Self-management Skills

15.4 Quality Circles
15.4.1

Benefits of Quality Circles

15.4.2

Introducing Quality Circle in an Organisation

15.4.3

Problems in Implementation of Quality Circles

15.5 Summary
15.6 Keywords
15.7 Self Assessment
15.8 Review Questions
15.9 Further Readings

Objectives
After studying this unit, you will be able to:
State how effective teams are created
Discuss types of teams and team building
Describe quality circles

Introduction
A team is a relatively permanent work group whose members must coordinate their activities
to achieve one or more common objectives. The objectives might include advising others in the
organisation, producing goods or services, and carrying out a project. Because achievement of
the team’s objectives requires coordination, team members depend on one another and must
interact regularly. A work team generates positive synergy through coordinated effort. Their
individual efforts result in a level of performance that is greater than the sum of those individual
inputs. Teams have far-reaching impact in today’s workplace. They have become an essential
part of the way business is being done.
Teams imply a high degree of coordination among their members, along with a shared belief
that winning (achieving team goals) is not only desirable but the very reason for the team’s
existence. You can infer that any team is a group, but unfortunately, not all groups have the high
degree of interdependence and commitment to success that we traditionally associate with the
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team building workshops strive for greater cooperation, better communication, and less
dysfunctional conflict. Experiential learning techniques such as interpersonal trust exercises,
conflict-handling role play sessions, and interactive games are common.
Rote memorization and lecture/discussion are discouraged by team-building experts who prefer
active versus passive learning. Greater emphasis is placed on how work groups get the job done
than on the job itself. Team building generally is carried out in the name of organisation
development (OD). The extensive use of team building appears to be justified. In a survey of
human resource development, managers from 179 Fortune 500 companies, team building
reportedly was the most successful management technique.
Complete coverage of the many team-building techniques would require a separate book.
Consequently, the scope of our present discussion is limited to the purposes of team building,
and the day-to-day development of self management skills. This foundation is intended to give
you a basis for selecting appropriate team-building techniques from the many that you are
likely to encounter in the years ahead.

15.3.1 The Purpose of Team Building/High-performance Teams
According to Richard Beckhard, a respected authority on organisation development, the four
purposes of team building are:
1.

To set goals and/or priorities.

2.

To analyze or allocate the way work is performed.

3.

To examine the way a group is working and its processes (such as norms, decision making,
and communication).

4.

To examine relationships among the people doing the work.

Trainers achieve these objectives by allowing team members to wrestle with a simulated or
real-life problem. Outcomes are then analyzed by the group to determine whether group
processes need improvement. Learning stems from recognizing and addressing faulty group
dynamics. Perhaps one subgroup withheld key information from another, thereby hampering
group progress. With cross-cultural teams becoming commonplace in today’s global economy,
team-building is more important than ever.
A nationwide survey of team members from many organisations by Wilson Learning
Corporation provides a useful model or benchmark of what OD specialists expect of teams. The
researchers’ question was simply: What is a high performance team? The respondents were
asked to describe their peak experiences in work teams. Analysis of the survey results yielded
the following eight attributes of high performance teams:
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1.

Participative leadership: Creating interdependency by empowering, freeing up, and
serving others.

2.

Shared responsibility: Establishing an environment in which all team members feel as
responsible as the manager for the performance of the work unit.

3.

Aligned on purpose. Having a sense of common purpose about why the team exists and
the function it serves.

4.

High communication: Creating a climate of trust, and open, honest communication.

5.

Future focused: Seeing change as an opportunity for growth.

6.

Focused on task: Keeping meetings focused on results.
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15.4.2 Introducing Quality Circle in an Organisation

Notes

Quality circle is a new concept and its introduction may cause some resistance on the part of the
employees. Therefore, before introducing quality circle, all precautions must be taken as in case
of any organisational change. The steps in the introduction of quality circle are briefly discussed
below:
1.

Selling the Idea of Quality Circle: The workers must be educated the need and significance
of quality circle from the point of view of the organisation and the workers. The scope of
quality circle should also be adequately publicized. The workers should be allowed to
clear their doubts about quality circle. Attempt should be made to seek their voluntary
cooperation in implementing quality circles in the organisation. The management may
also arrange for some kind of training of the employees who want to form quality circles.

2.

Constitution of Quality Circles: The employees should be encouraged to form quality
circles by drawing members doing the same kind of work. The membership of a quality
circle should not exceed ten to twelve members. The information about the constitution of
a quality should be made available to the top management.

3.

Analysis of Quality Problems: The members of a quality circle are supposed to meet
periodically, say once a month. They would collect data and analyze the same. Past records,
employees suggestions, customers suggestions are very important in this regard. This
will lead to identification of the problems that hinder quality.

4.

Problem Solving: The members of a quality circle will discuss the problems thoroughly
and make a list of possible solutions. The merits and demerits of each solution will be
evaluated. The final decision will be taken by the consensus of all members.

5.

Presentation of Suggestions to the Management: The suggestions for improving the quality
are put in writing and forwarded to the management. Top management may form a
committee to evaluate the suggestions of different quality circles in the organisation. The
committee may also meet the members of the quality circles, if it has any doubt. The final
report will be prepared by the committee. It will list the suggestions which must be
implemented for improving the quality of goods and services.

6.

Implementation: Proper publicity should be given to the suggestions of quality circles
which are being put into practice. This will motivate the employees as they will feel
importance of having contributed to well-being of the organisation. The implementation
of the suggestions should be properly monitored by the management so that the change
over to new methods is smooth.

15.4.3 Problems in Implementation of Quality Circles
There are several pitfalls in quality circles. Despite their merits, they have failed in many
companies. The common hurdles in initiating quality circles in India are as under:
1.

Negative Attitude: The employees and even managers may have negative attitude towards
the quality circle. Naturally, they will resist its implementation. The wrong notions of the
people about quality circles should be cleared. They should be properly informed about
the concept of quality circle and its utility.

2.

Lack of Ability: The workers in India have a low level of education. They also lack leadership
qualities. To overcome this hurdle, Workers’ Education Programme should be initiated. It
must educate the workers about quality circle.

3.

Lack of Management Commitment: The top management may not be committed to the
concept of quality circle. The employees may not be allowed to hold meetings of quality
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Unit 16: Controlling
CONTENTS
Objectives
Introduction
16.1 Concept of Control
16.2 Relationship between Planning and Control
16.3 Steps in Control Process
16.3.1

Establishing Standards

16.3.2

Measuring and Comparing Actual Results against Standards

16.3.3

Taking Corrective Action

16.4 Types of Control
16.5 Control Techniques
16.5.1

Critical Path Method (CPM)

16.5.2

Gantt Chart

16.6 Programme Evaluation and Review Technique
16.7 Summary
16.8 Keywords
16.9 Self Assessment
16.10 Review Questions
16.11 Further Readings

Objectives
After studying this unit, you will be able to:
Assess planning-control relationship
Discuss the process of control
Explain different types of control
Discuss control techniques

Introduction
Controlling is an important function of management. It is the process that measures current
performance and guides it towards some predetermined objectives. Under primitive management,
control was undertaken only when something went wrong and the objectives of control was to
reprimand the person responsible for these events and take action against him. The modern
concept of control envisages a system that not only provides a historical record of what has
happened to the business as a whole but also pinpoints the reasons why it has happened and
provides data that enable the manager to take corrective steps, if he finds he is on the wrong
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track. Therefore, there is no intention to punish the person for wrongdoing, but to find out the
deviations between the actual performance and the standard performance and to take steps to
prevent such variances in future.

Notes

The concept of control is often confused with lack of freedom. The opposite of control is not
freedom but chaos or anarchy. Control is fully consistent with freedom. In fact, they are interdependent. Without control, freedom cannot be sustained for long. Without freedom, control
becomes ineffective. Both freedom and accountability are embedded in the concept of control.

16.1 Concept of Control
Control is the process through which managers assure that actual activities conform to planned
activities. According to Breach, "Control is checking current performance against predetermined
standards contained in the plans, with a view to ensuring adequate progress and satisfactory
performance."
According to George R. Terry, "Controlling is determining what is being accomplished i.e.,
evaluating the performance and if necessary, applying corrective measures so that the performance
takes place according to plans."
According to Billy E. Goetz, "Management control seeks to compel events to conform plans".
According to Robert N. Anthony, "Management control is the process by which managers assure
that resources are obtained and used effectively and efficiently."
In the words of Koontz and O'Donnell, "Managerial control implies measurement of
accomplishment against the standard and the correction of deviations to assure attainment of
objectives according to plans."
In the words of Haynes and Massie, "Fundamentally, control is any process that guides activity
towards some predetermined goal. The essence of the concept is in determining whether the
activity is achieving the desired results".
In the words of J. L. Massie, "Control is the process that measures current performance and
guides it towards some predetermined goals."
In the words of Henry Fayol, "Control consists in verifying whether everything occurs in
conformity with the plan adopted, the instructions issued and the principles established. Its
object is to find out the weakness and errors in order to rectify them and prevent recurrence. It
operates on everything, i.e., things, people and actions".
From the above definitions it is clear that the managerial function of control consists in a
comparison of the actual performance with the planned performance with the object of discovering
whether all is going on well according to plans and if not why. Remedial action arising from a
study of deviations of the actual performance with the standard or planned performance will
serve to correct the plans and make suitable changes. Controlling is the nature of follow-up to
the other three fundamental functions of management. There can, in fact, be not controlling
without previous planning, organising and directing. Controlling cannot take place in a vacuum.

Characteristics of Control
Managerial control has certain characteristic feature. They are:
1.

Control is the function of every manager. Managers at all levels have to perform this
function to contribute to the achievement of organisational objectives.
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16.2 Relationship between Planning and Control

Notes

By now it is quite clear that there are two crucial aspects to the management of any project –
'planning' and 'control'. These are essential functions for every successful manager – without
them, projects are generally not successful, not completed on time, or cost more than they
should! The successful manager must always ensure that projects are based on excellent plans
and followed by good control during implementation.
'Planning' is the setting of realistic goals and choosing effective ways to achieve these goals.
Goals must be understandable, achievable and able to be assessed! If a goal is not clear, it cannot
be assessed and, hence, it cannot be managed. If a goal is unrealistic, any plan will also be
unrealistic and, therefore, unlikely to succeed. The successful manager must ensure that a project's
plan is clearly defined and realistic.
'Control' is the process by which the manager ensures that all actions are consistent with the
plan - all actions are, therefore, directed at achieving the stated goals. 'Control' is the systematic
effort of comparing performance to plans.
"Planning is required at the very outset of management whereas control is required at the last
stages. If planning is looking ahead, control is looking back."
Control and planning are interrelated so closely that they cannot be separated from each other.
Without control all the planning is fruitless because control consists of the steps taken to ensure
that the performance of the organisation conforms to the plans.
In other words control is concerned with the actual performance in relation to the standards set
in advance and the correction of deviations to ensure attainment of objectives. Planning is
required at the very outset of management whereas control is required at the last stages.
If planning is looking ahead, control is looking back. In fact, control is the process of checking to
determine whether or not proper progress is being made towards the objectives and goals set by
management while doing planning.
Often it is said that planning is the basis, action is the essence, delegation is the key, information
is the guide and control is the lifeblood of the success of any business enterprise. Organisational
objectives cannot be achieved without planning and planning alone cannot be successful. If extra
efforts are put in planning and control is ignored, a business may suffer from a number of
administrative problems. These difficulties may be highly detrimental for the business in the
long run.
Effective control through efficient superiors can only be a guarantee for success. The control
system must be appropriate to the needs and circumstances of the enterprise.
Control is a fundamental management function that ensures work accomplishment according
to plans. The purpose of control is to ensure that everything in an organisation occurs in conformity
with pre-determined plans. Control also ensures that there is no kind of indiscipline and
incompetence in the organisation and employees are not able to put undue pressure on the
management.
Some people are not in favor of control because they feel that control is always used against the
employees. They advocate automatic control rather than forced one. But a balanced viewpoint is
that both the management and the employees should be put under some kind of control. Control
should be engrained in the basic policies of any type of business organisation.
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16.3.3 Taking Corrective Action
After comparing the actual performance with the prescribed standards and finding the deviations,
the next step that should be taken by the manager is to correct these deviations. Corrective
action should be taken without wasting of time so that the normal position can be restored
quickly. The manager should also determine the correct cause for deviation.
Taking corrective action can be achieved in the following way:
1.

The manager should try to influence environmental conditions and external situations in
such a way as to facilitate the achievement of goals.

2.

He should review with his subordinates the instructions given earlier so that he may be
able to give clear, complete and reasonable instructions in future.

3.

There are many external forces which cannot be adjusted by the manager. They have to be
accepted as the facts of the situation, and the executives should revise their plans in the
light of these changing forces.

16.4 Types of Control
Most control methods can be grouped into one of the two basic types:
1.

Past-oriented controls.

2.

Future-oriented controls.

Past-oriented Controls
These are also known as post-action controls and measure results after the process. They examine
what has happened in a particular period in the past. These controls can be used to plan future
behaviour in the light of past errors or successes.

Future-oriented Controls
These are also known as steering controls or feed-forward controls and are designed to measure
results during the process so that action can be taken before the job is done or the period is over.
They serve as warning-posts principally to direct attention rather than to evaluate, e.g., Cash
flow analysis, funds flow analysis, network planning etc.

16.5 Control Techniques
A variety of tools and techniques have been used over the years to help managers control the
activities in their organisations. There can be control in different perspectives. Time control
relate to deadlines and time constraints, material controls relate to inventory control etc. Various
techniques of control require varied control aids such as:
1.

Budgeting: A budget is a statement of anticipated results during a designated time period
expressed in financial and non-financial terms. Budgets cover a designated time period –
usually a year. At stated intervals during that time period, actual performance is compared
directly with the budget targets and deviations are quickly detected and acted upon. E.g.
of Budgets: Sales budget, production budget, capital expenditure budget, cash budget,
master budget etc.
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16.8 Keywords
Budgeting: Making a written account of all the expenses and revenues planned.
Control: Restrain or regulate
Feedback: The process in which part of the output of a system is returned to its input in order to
regulate its further output
Feed Forward: Reverse of a feedback, it is the 'self-fulfilling prophesy' process that turns logical
cause-effect relationships upside down.

16.9 Self Assessment
Fill in the blanks:
1

Effective control through efficient .................. can only be a guarantee for success.

2

'Planning' and .................. are essential functions for every successful manager.

3

.................. accounting can be defined as a system of accounting under which each
departmental head is made responsible for the performance of his department.

4.

The graphics portion of the Gantt chart consists of a horizontal bar for each task connecting
the period .................. and period .................. columns.

5

PERT charts depict .................., .................. and .................. information.

6

.................. is a fundamental management function that ensures work accomplishment
according to plans.

7

Budgets cover a designated time period - usually a .................. .

8

The discrepancy between standard performance and actual performance is called
…………………..

9

………………..controls are also referred to as steering controls.

10.

Path taken by tasks which together take the longest time to complete is known as
……………… path.

16.10 Review Questions
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1

Why is control a must in business management? What are the requirements of an effective
control system?

2

"The essence of control is action". Comment.

3

"The controlling function of management is similar to the function of the thermostat in a
refrigerator". Comment.

4.

Planning and control are after thought of as a system; control is also often referred to as a
system. What is meant by this? Can both statements be true?

5

PERT is a management interventional technique designed to establish an effective control
system. Justify the statement.
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