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MEANINGOFMANAGEMENT:
Many experts call management as a process. Some others call it as activity directed towards
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Freeman, and Gilbert describe the term management as the proceptahing, organising,
leading, and controlling the work of organisation members and of using all available
organisational resources to reach stated organisational goals. Kimball states that management
may be broadly defined as the art of applying the eaoiprinciples that underlie the control
of men and materials in the enterprise under consideration. Koontz defines management as the
art of getting things done through and with people in formally organized group. According to
Henry L. Sisk, managementhg coordination of all resources through the process of planning,
organising, directing, and controlling in order to attain stated objectives. Yet another view on
management calls management as a body of personnel. The management plans the work,
organisesand obtains the production. Emphasizing the importance of management for an
organisation, Urwick states, No ideology, no ism, no political theory, can win greater output
with less efforts from a given complex of human and material resources: only sound
management. And it is on such greater output that a higher standard of life, more leisure, more
amenities for all must necessarily be founded. In the recent era management has emerged as a
prominent profession, as management fulfils the following charadiesi®f a profession:

1 Management is a body of knowledge;
There is formal teaching of that knowledge;
There are representative associations and body of members in the field of management;
There are ethical standards of conduct enforced by the profession;
There is provision of suitable remuneration to the members in the service of
management.
In fact, the term management can be interpreted in four different senses:

1
1
1
1

(a) As aeam or System of Authorifp) As a Discipling) As an Economic Resource &dAsa
Process.
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system of authority. Management is a separate field of study and as such it is a growing
discipline within he field of Social Sciences.Management is one of the factors of production, so

it is an economic resource. As a pro-cess, management is a series of several interrelated and
interdepen-dent functions that lead to the accomplishment of objectives.

The famoud-rench writer Henri Fayol statétb manage is to forecast and to plan, to organize,
to command, to cerdinate and to control. It is a functional definition of management which
clearly indicates the functions of managefgcording to the father of Sci-gic Management
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If we go on increasing the number of definitions of other author-ities, we shall observe that
there isno complete unanimity in the definitions. But the basic elements of management, as
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If management has to develop as a science, it is imperative that it should be defined in one
sense only. To secure aanimous meaning of the term management, the term will have to
avoid using it as both status and function.

CONCEPT OF MANAGEMENT:

Managementis a universal phenomenon. It is a very popular and widely used term. All
organizations- business, political, cultal or social are involved in management because it is

the management which helps and directs the various efforts towards a definite purpose.
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the people in formallprganized groups. It is an art of creating an environment in which people
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Management is a purposive activity. It is something that directs group efforts towards the
attainment of certain pre- determined goals. It is the process of working with and through
others to effectively achieve thgoals of the organization, by efficiently using limited resources

in the changing world. Of course, these goals may vary from one enterprise to another. E.g.: For
one enterprise it may be launching of new products by conducting market surveys and for other

it may be profit maximization by minimizing cost.

Management involves creating an internal environmerit:is the management which puts into
use the various factors of production. Therefore, it is the responsibility of management to
create such conditios which are conducive to maximum efforts so that people are able to
perform their task efficiently and effectively. It includes ensuring availability of raw materials,
determination of wages and salaries, formulation of rules & regulations etc.

Therefore, we can say that good management includes both being effective and efficient. Being
effective means doing the appropriate task i.e, fitting the square pegs in square holes and
round pegs in round holes. Being efficient means doing the task ¢ly;rat least possible cost

with minimum wastage of resourcdhe concepts of management have evolved with the
evolu-tion in the business world. Management is considered as a factor of production and this
factor is sure to be changed with the change in tlaure of business.The changing concepts of
management have a common feature that professionalism in management is becoming more
and more popular and essential. Modern management theories are not obviously throwing



away the concepts of the earlier managent authorities but new dimensions are being added
to it with the onward march of management.

Management is functional as well as intellectual exercise. It is a process to coordinate different
functions, to achieve the predetermined goals of the orgamisat Management has to be
learnt as a discipline and management denotes the person-nel in authority who think and
control. It gives birth to an organisation through planning and continues to exist with the
organisation to keep itlave through control mechnismManagement is thus a central directing
and controlling agency where collective efforts are needed to achieve the objectives through
mutual cooperation of different groups of people engaged in an organisation. The concepts of
management lead us to carive that management is a process managers are an integral part
of the organisation and management is a body of knowledge about the ac-tivity of managing.

Management can be defined in detail in following categories :

Management as a Process

As a processmanagement refers to a series of interlated functions. It is the process by

which management creates, operates and directs purposive organization through systematic,
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distinct process consisting of planning, organizing, actuating and controlling, performed to
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As a process, management consists of three aspects:

1. Management is a acial process- Since human factor is most important among the
other factors, therefore management is concerned with developing relationship among
people. It is the duty of management to make interaction between peepleductive
and useful for obtainingrganizational goals.

2. Management is an integrating processManagement undertakes the job of bringing
together human physical and financial resources so as to achieve organizational
purpose. Therefore, is an important function to bring harmony betweertoua factors.

3. Management is a continuous processt is a never ending process. It is concerned with
constantly identifying the problem and solving them by taking adequate steps. It is an
on-going process.

Management as an Activity

Like various other aptities performed by human beings such as writing, playing, eating,
cooking etc, management is also an activity because a manager is one who accomplishes the
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1. Informational activities -In the functioning of business enterprise, the manager
constantly has to receive and give information orally or in written. A communication link



has to be maintained with subordinates well as superiors for effective functioning of
an enterprise.

2. Decisional activities Practically all types of managerial activities are based on one or
the other types of decisions. Therefore, managers are continuously involved in decisions
of different kinds since the decision made by one manager becomes the basis of action
to be taken by other managers. (E.g. Sales Manager is deciding the media & content of
advertising).

3. Inter-personal activities - Management involves achieving goals through people.
Therefore, managers have to interact with superiors as well as theogtiibates. They
must maintain good relations with them. The injgersonal activities include with the
sub-ordinates and taking care of the problem. (E.g. Bonuses to be given to the sub
ordinates).

Management as a Discipline

Management as a discipline refers to that branch of knowledge which is connected to study of
principles & practices of basic administration. It specifies certain code of conduct to be followed
by the manager & also viaus methods for managing resources efficiently.

Management as a discipline specifies certain code of conduct for managers & indicates various
methods of managing an enterprise. Management is a course of study which is now formally
being taught in the ingutes and universities after completing a prescribed course or by
obtaining degree or diploma in management, a person can get employment as a manager.

Any branch of knowledge that fulfils following two requirements is known as discipline:

1. There must be cholars & thinkers who communicate relevant knowledge through
research and publications.
2. The knowledge should be formally imparted by education and training programmes.

Since management satisfies both these problems, therefore it qualifies to be a discipli
Though it is comparatively a new discipline but it is growing at a faster pace.

Management as a Group

Management as a group refers to all those persons who perform the task of managing an
enterprise. When we say that management of ABC & Co. is gooareareferring to a group of
people those who are managing. Thus as a group technically speaking, management will include
all managers from chief executive to the firstine managers (lowelevel managers). But in
common practice management includes ottyp management i.e. Chief Executive, Chairman,
General Manager, Board of Directors etc. In other words, those who are concerned with making
important decisions, these persons enjoy the authorities to use resources to accomplish
organizational objectives &lso responsibility to for their efficient utilization.



Management as a group may be looked upon in 2 different ways:
All managers taken together. Only the top management

The interpretation depends upon the context in which these terms are used. Broadly speaking,
there are 3 types of managecs

1 Patrimonial / Family ManagefrThose who have become managers by virtue of their
being owners or reld@ves of the owners of company.

1 Professional Managerg hose who have been appointed on account of their specialized
knowledge and degree.

1 Political Managers / Civil Servanihose who manage public sector undertakings.

Managers have become a part of elite group of society as theydmgher standard of living in
the society

Management as a Science

Science is a systematic body of knowledge pertaining to a specific field of study that contains
general facts which explains a phenomenon. It establishes cause and effect relationship
between two or more variables and underlines the principles governing their relationship.
These principles are developed through scientific method of observation and verification
through testing.

Science is characterized by following main features:

1 Universallyacceptance principles Scientific principles represents basic truth about a
particular field of enquiry. These principles may be applied in all situations, at all time &
at all places. E.glaw of gravitation which can be applied in all countries irexsjve of
the time.

Management also contains some fundamental principles which can be applied universally like
the Principle of Unity of Command i.e. one man, one boss. This principle is applicable to all type
of organizaion - business or non business.

1 BExerimentation & Observation Scientific principles are derived through scientific
investigation & researching i.e. they are based on logic. E.g. the principle that earth goes
round the sun has been scientifically proved.

Management principles are also legson scientific enquiry & observation and not only on the
opinion of Henry Fayol. They have been developed through experiments & practical



experiences of large no. of managers. E.g. it is observed that fair remuneration to personal
helps in creating a s&fied work force.

1 Cause & Effect Relationshiprinciples of science lay down cause and effect relationship
between various variables. E.g. when metals are heated, they are expanded. The cause
is heating & result is expansion.

The same is true for managent, therefore it also establishes cause and effect relationship.
E.g. lack of parity (balance) between authority & responsibility will lead to ineffectiveness. If
you know the cause i.e. lack of balance, the effect can be ascertained easily i.e. tinesffss.
Similarly if workers are given bonuses, fair wages they will work hard but when not treated in
fair and just manner, reduces productivity of organization.

1 Test of Validity & Predictabilipialidity of scientific principles can be tested at any time
or any number of times i.e. they stand the test of time. Each time these tests will give
same result. Moreover future events can be predicted with reasonable accuracy by
using scientific prinples. E.g. H2 & O2 will always give H20.

Principles of management can also be tested for validity. E.g. principle of unity of command can
be tested by comparing two personsone having single boss and one having 2 bosses. The
performance of 1st person wibe better than 2nd.

It cannot be denied that management has a systematic body of knowledge but it is not as exact
as that of other physical sciences like biology, physics, and chemistry etc. The main reason for
the inexactness of science of managementhiat it deals with human beings and it is very
difficult to predict their behavior accurately. Since it is a social process, therefore it falls in the
area of social sciences. It is a flexible science & that is why its theories and principles may
producedifferent results at different times and therefore it is a behavior science. Ernest Dale
has called it as a Soft Science.

Management as an Art

Art implies application of knowledge & skill to trying about desired results. An art may be
defined as personakl application of general theoretical principles for achieving best possible
results. Art has the following characters

1 Practical KnowledgeEvery art requires practical knowledge therefore learning of theory
is not sufficient. It is very important to kmo practical application of theoretical
principles. E.g. to become a good painter, the person may not only be knowing different
colour and brushes but different designs, dimensions, situations etc to use them
appropriately. A manager can never be succegssilby obtaining degree or diploma in



management; he must have also know how to apply various principles in real situations
by functioning in capacity of manager.

1 Personal SkillAlthough theoretical base may be same for every artist, but each one has
his own style and approach towards his job. That is why the level of success and quality
of performance differs from one person to another. E.g. there are several qualified
painters but M.F. Hussain is recognized for his style. Similarly management asign art
also personalized. Every manager has his own way of managing things based on his
knowledge, experience and personality, that is why some managers are known as good
managers (like Aditya Birla, Rahul Bajaj) whereas others as bad.

1 Creativity: Every artis has an element of creativity in line. That is why he aims at
producing something that has never existed before which requires combination of
intelligence & imagination. Management is also creative in nature like any other art. It
combines human and nehuman resources in useful way so as to achieve desired
results. It tries to produce sweet music by combining chords in an efficient manner.

1 Perfection through practicd?ractice makes a man perfect. Every artist becomes more
and more proficient through comant practice. Similarly managers learn through an art
of trial and error initially but application of management principles over the years makes
them perfect in the job of managing.

1 GoalOriented:Every art is result oriented as it seeks to achieve cdaamsults. In the
same manner, management is also directed towards accomplishment afgteemined
goals. Managers use various resources like men, money, material, machinery & methods
to promote growth of an organization.

Thus, we can say that managemeist an art therefore it requires application of certain
principles rather it is an art of highest order because it deals with moulding the attitude and
behavior of people at work towards desired goals.

Management as both Science and Art

Management is bothan art and a science. The above mentioned points clearly reveals that
management combines features of both science as well as art. It is considered as a science
because it has an organized body of knowledge which contains certain universal truth. It is
caled an art because managing requires certain skills which are personal possessions of
managers. Science provides the knowledge & art deals with the application of knowledge and
skills.

A manager to be successful in his profession must acquire the knowledge of science & the art of
applying it. Therefore management is a judicious blend of science as well as an art because it
proves the principles and the way these principles are applied matter of art. Science
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has knowledge about various ragas & he also applies his personal skill in the art of singing.
Same way it is not sufficient for manager first know the principles but he must also apply

them in solving various managerial problems that is why, science and art are not mutually
exclusive but they are complementary to each other (like tea amsduitt, bread and butter

etc.)The old sayingkt & &aal ylFr3ISNJ I NB . 2Nyé¢ KlFLa o06SSy NB2
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science. To conclude, we can say that science is the root and art is the fruit.

Management as a Profeson

Over a large few decades, factors such as growing size of business unit, separation of ownership
from management, growing competition etc have led to an increased demand for
professionally qualified managers. The task of manager has been quite gg@etidls a result

of these developments the management has reached a stage where everythitg he
managed professionallx.profession may be defined as an occupation that requires specialized
knowledge and intensive academic preparations to which eistrggulated by a representative

body. The essentials of a profession are:

1 Specialized KnowledgeA profession must have a systematic body of knowledge that
can be used for development of professionals. Every professional must make deliberate
efforts to acquire expertise in the principles and techniques. Similarly a manager must
have devotion and involvement to acquire expertise in the science of management.

1 Formal Education & TrainingThere are no. of institutes and universities to impart
education & taining for a profession. No one can practice a profession without going
through a prescribed course. Many institutes of management have been set up for
AYLI NIAY3I SRdzOFGA2Yy FYR GNIXAYAy3ad C2NJ SEI Y
has acquired a dege or diploma for the same but no minimum qualifications and a
course of study has been prescribed for managers by law. For example, MBA may be
preferred but not necessary.

1 Social Obligations Profession is a source of livelihood but professionals amaarily
motivated by the desire to serve the society. Their actions are influenced by social
norms and values. Similarly a manager is responsible not only to its owners but also to
the society and therefore he is expected to provide quality goods at reédemaices to
the society.

1 Code of ConductMembers of a profession have to abide by a code of conduct which
contains certain rules and regulations, norms of honesty, integrity and special ethics. A
code of conduct is enforced by a representative assamato ensure self discipline
among its members. Any member violating the code of conduct can be punished and his



membership can be withdrawn. The AIMA has prescribed a code of conduct for
managers but it has no right to take legal action against any neanalgo violates it.

1 Representative Association For the regulation of profession, existance of a
representative body is a must. For example, an institute of Charted Accountants of India
establishes and administers standards of competence for the auddotsghe AIMA
however does not have any statuary powers to regulate the activities of managers.

From above discussion, it is quite clear that management fulfills several essentials of a
profession, even then it is not a full fledged profession because:

It does not restrict the entry in managerial jobs for account of one standard or other.

No minimum qualifications have been prescribed for managers.

No management association has the authority to grant a certificate of practice to various
managers.

All managrs are supposed to abide by the code formulated by AIMA,

Competent education and training facilities do not exist.

Managers are responsible to many groups such as shareholders, employees and society. A
regulatory code may curtail their freedom.

Managers g known by their performance and not mere degrees.

The ultimate goal of business is to maximize profit and not social welfare. That is why Haymes
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NATWRRE OF MANAGEMEMNTan be understood from following points

1 Universal ProcessWherever there exists human pursuit, there exists management.
Without effective management, the intentions of the organisation cannot be
accomplished.

1 The factor of Production Equipped and experienced managers are necessary for the
utilization of funds and labour.

1 GoalOriented: The most significant aim of all management pursuit is to achieve the
purposes of a firm. The aims must be practical and reachable.

1 Supreme in Thoughtand Action Managers set achievable goals and then direct
execution on all aspects to achieve them. For this, they need complete assistance from
middle and lower degrees of management.

1 The system of AuthorityWelldefined principles of regulation, the ratation of proper
power and efficiency at all degrees of decismoaking. This is important so that each
self must perform what is required from him or her and to whom he must report.

1 Profession Managers require to control managerial expertise and edocatand have
to adhere to a verified law of demeanour and stay informed of their human and social
responsibilities.



T Process The management method incorporates a range of activities or services directed
towards an object.

SIGNIFICANCE OF MANAGEMENT:

1 Achievng Group GoalsManagement encourages collaboration and coordination
amongst workers. A general control must be provided to the organizational and
personal objectives in order to favourably accomplish the aims.

1 Increases EfficiencyWlanagement improves pductivity by managing resources in a
reliable conceivable way in order to decrease cost upscale potency.

1 Creates Dynamic organizatioManagement undertakes the conditions by assuring that
these variations are well accepted privately and that objectionltange is controlled.

T Achieving personal objectivedlanagement promotes leadership and furnishes
motivation to the employees to operate effectively in order to accomplish their personal
aims while working towards the organizational goals.

1 Development of Society:Management helps in the enhancement of community by
manufacturing reliable quality commodities, establishing employment chances and
fostering innovative technologies.

FEATURES OF MANAGEMENT

Management is an activity concerned with guiding human @hysical resources such that
organizational goals can be achieved. Nature of management can be highlighted as:

T Management is GoaDriented:The success of any management activity is assessed by
its achievement of the predetermined goals or objectiManagement is a purposeful
activity. It is a tool which helps use of human & physical resources to fulfill the pre
determined goals. For example, the goal of an enterprise is maximum consumer
satisfaction by producing quality goods and at reasonable pritks can be achieved
by employing efficient persons and making better use of scarce resources.

1 Management integrates Human, Physical and Financial Resouncas: organization,
human beings work with nehuman resources like machines. Materials, finahci
assets, buildings etc. Management integrates human efforts to those resources. It brings
harmony among the human, physical and financial resources.

1 Management is Continuoudlanagement is an ongoing process. It involves continuous
handling of problems and issues. It is concerned with identifying the problem and taking
appropriate steps to solve it. E.g. the target of a company is maximum production. For
achieving this targetvarious policies have to be framed but this is not the end.
Marketing and Advertising is also to be done. For this policies have to be again framed.
Hence this is an ongoing process.

T Management is all Pervasivéanagement is required in all types of orgaations
whether it is political, social, cultural or business because it helps and directs various



efforts towards a definite purpose. Thus clubs, hospitals, political parties, colleges,
hospitals, business firms all require management. When ever mone dn& person is
engaged in working for a common goal, management is necessary. Whether it is a small
business firm which may be engaged in trading or a large firm like Tata Iron & Steel,
management is required everywhere irrespective of size or type ofigct

T Management is a Group ActivittManagement is very much less concerned with
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persons managing the enterprise.

FUNCTIONS OF MANAGEMENT

Management has been described as a social process involving responsibility for economical and
effective planning & regulation of operation of an enterprise in the fulfilment of given
purposes.lt is a dynamic process consisting of various elements and activities. These activities
are different from operative functions like marketing, finance, purchase etc. Rather these
activities are common to each and every manger irrespective of his levitass
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are four fundamental functions of management i.e. planning, organizing, actuating and
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For theoretical purposes, it may be convenient to separate the function of management but
practically these functions areverlapping in nature i.e. they are highly inseparable. Each
function blends into the other & each affects the performance of others.

Planning

Controlling Organizing

Staffing

Directing



Planning It is the basic function of management. It deals with chalking out a future course of

action & deciding in advance the most appropriate course of actions for achievement-of pre
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future course of actions. It is an exercise in problem solving & decision making. Planning is
determination of courses of action to achieve desired god@lws, planning is a systematic

thinking about ways & means for accomplishment of -determined goals. Planning is
necessary to ensure proper utilization of human & Aamman resources. It is all pervasive, it is

an intellectual activity and it also helpsavoiding confusion, uncertainties, risks, wastages etc.

Organizinglt is the process of bringing together physical, financial and human resources and
developing productive relationship amongst them for achievement of organizational goals.
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determining & providing human and ndruman resources to the organizationsiructure.

Organizing as a process involves:

1 Identification of activities.

1 Classification of grouping of activities.

1 Assignment of duties.

1 Delegation of authority and creation of responsibility.
1 Coordinating authority and responsibility relationships.

Staffing It is the function of manning the organization structure and keeping it manned. Staffing

has assumed greater importance in the recent years due to advancement of technology,
increase in size of business, complexity of human behavior etc. Thepungiase o staffing is

to put right man on right job i.e. square pegs in square holes and round pegs in round holes.
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organization structure through proper and effective esgtlon, appraisal & development of
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Manpower Planning (estimating man power in terms of searching, choose the person and giving
the right place).

Recruitment, Selection & Rlament.
Training & Development.
Remuneration.

Performance Appraisal.
Promotions & Transfer.

Directing It is that part of managerial function which actuates the organizational methods to
work efficiently for achievement of organizational purposes. It is consideredddek of the
enterprise which sets it in motion the action of people because planningarozing and



staffing are the mere preparations for doing the work. Direction is that #personnel aspect
of management which deals directly with influencing, guiding, supervising, motivating sub
ordinate for the achievement of organizational goalseblion has following elements:

Supervision Motivation  Leadership Communication
Supervisieimplies overseeing the work of subordinates by their superiors. It is the act of
watching & directing work & worker
Motivatiermeans inspiring, stimulating or encouraging the -sutlinates with zeal to work.
Positive negative, monetary, noimonetary incentives may be used for this purpose.
Leadershipnay be defined as a process by which manager guides and indisi¢ime work of
subordinates in desired direction.
Communications the process of passing information, experience, opinion etc from one person
to another. It is a bridge of understanding.

Controllinglt implies measurement of accomplishment against the standards and correction of
deviation if any to ensure achievement of organizational goals. The purpose of controlling is to
ensure that everything occurs in conformities with the standards. An effisgstem of control
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Establishment of standard performance.

Measurement of actual performance.

Comparison of actual performance with the standards and finding out deviation if any.

Corrective action.

ROLE OF A MANAGER

Henry Mintzberg has identified terolles (clubbed under three broachtegories) of managers.
The roles of managers are as follow:

Formal Personal
authority and + characteristics
status and skills

v

:

v

Interpersonal

roles
Figureheard
Leader
Lialson

Informational
roles
Maonitor
Disseminator
Spokesperson

Decisional

roles
Entreprencur
Disturbanee
haneller
Iesource
allocator
Me et iator

Figure 1.2 Roles played by Managers




Interpersonal Roles

In their interpersonal roles, manageact as figurehead, lead, and interagth members of the
organisation, witha the department or outside thelepartment. Now let us understand the
three roles: leading, liaison, and symbol/figurehead.

Leadingis one of the important roles of a manager. A managigvervises aumber of persons
reporting tohim/her. The manager is responsible for motivating and directing th®iinates.
Through the role ofeading, a manager helps subordinates to visualize the plan of action, and
helps them to achieve the resulirough committed performance.

Liaisonis another role of a manager. Liaison means maintaining a netwoirkteraction with
outsiders whomatter. For example a manager heading a production unit need to teaain
relationship with externamembers of the boal, regulating authorities, government officials,
police force, civil authorities etcThrough this role a manager establishes contact with those
who matter in managing the activities at hand.

A manager is theymbolic headdf a firm, or of an unit, or oh department. ¥u are aware of the
role of thehead of a family. In the same way, a manager symbolizes the roigwthead
because he/she has feerform a number of duties of legal or social nature.

Informational Roles
In their informational roles, managers seek information from others,provide information to
others, and provide information to people outside th&rganisation, in the capacity of
representative of the organisation. Now let us understand the thmaes:

Monitoring  Sharing information, and Spokesperson.
Monitoring A manager acts as nerve center for receiving all the external and internal
information. Through the role ofmonitoring, a manager receives information. The manager
utilizes suchnformation appropriately.
Sharing information Once a manager has gathered information, he/she needs to share
information among internal employees fproper execution of work. Through meetingnaail,
circular, notice, office order etc. a manager actsdaseminatorof information particularly to
subordinates.
SpokespersonAs aspokespersona manager is authorized to share information about the
organisation to outsiders. Thmanager may share information with outsiders about plans,
strategies, anduture direction of theorganisation. The sharing of information may be through
conference, meeting the press, board meetinmgerview etc.

Decisional Roles

In their decisional roles, managers take proactive actions, sort out diffeseiteopinion
amicaly, allocate resources to various departments in optimum way, and negotiate
implementaion of new projects. Now let usnderstand the four roles:

Taking initiative, Handling disagreement, Allocating resources, agodtiting.
Taking initiative A manage is required to takeinitiative and should lead from the frontA
manager analyzes the futu@portunities in the business, evaluates alternative opportunities,
analyzesrniternal strength and weaknesses$ the organisationand also calculates risks before



implementing a newdea. In a way a manager needdgplore business opportunities through
entrepreneurial skills.

Handling disagreementAlways going is not smooth in an organisation. At times due tmwsr
dissatisfacttns among thesubordinates, conflicts may arise. A manager is responsible for
handling coflict and disturbances in a wayhat would reestablish the confidence of
subordinates as well as good prodive culture. Disagreements atendled through periodical
meetings, review sessions, collective bargainigrievance handling machinestc.

Allocating resourcesManager is custodian of organisational resource. He/she has to allocate
resaurces to various departments optimum way. For allocating resources thnager has to

do budgeting, sabduling of tasks, authorizatioand sanctioning of resource, and approving of
significant organisational decisions.

Negotiating Negotiating is also an important role of a manager. Sometime manhagsrto
negotiate with intenal employees on the matter related to rights, benefits, and sharing of
revenue This is done through internbhrgaining. Sometime negotiation is tripartite including,
the management, theemployees, and the appropriatgovernment (Central or the State
Gowernment). Negotiation is also denon matter related to contracassignment, purchase of
material etc. A manager plays important role in these activities.

MANAGERIAL SKILLS:

1. Organisational Skill For the success and prosperity of the enterprise, the manager must have
organisational skilln spite of procurement of required materials, proper land, efficient workers
and adequate amount of capital, the business of the enterprise will not be ftuitfthe
manager lacks organising capaciky. order to utilise fully and advantageously the different
factors of production the manager has to determine proper organising method.

2. Technical SkillTechnical skills include the ability and knowledge imgighe techniques,
procedures and equipment involved in performing specific tasks. These skills requite specalised
knowledge and proficiency in a particular mechanical job. For instance, ability in programming
and operating computer is a technical skil.manager should understand two things about
technical skillsFirstly, he must know which skills should be employed in his enterprise and
Secondly, he must understand both the role of each skill and the-ietationships among the

skills.

3. ConceptualSkill: Conceptual skills refer to the ability to see the entire picture of the whole
organisation and the interelationships among its parts. Such skills help the manager to
conceptualize the environment to analyse the forces working in a situation atakéoa broad

view of the organisation. Conceptual skills also include the competence to understand a
problem in all its aspects and to apply original thinking in solving it. Such competence is
necessary for rational decisianaking.

4. Human Skill[Humanskill means the ability to work effectively with other peopldoth as an
individual and as a member of a group. These are required to wopeaation of others and to
build effective work teams. Such skills require a sense of feeling for others andtgdpasee



things from others point of view. Human skills are reflected in the way a manager perceives his |
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5. Decisionmaking Skill: Decisioamaking is, in fact, the main function of a manager. The
managers have to make decisions in various matters such as collection of fund, purchasing,
production, sales, etc. They are to take quick decisions in changed sislafibey have to
decide the best method for the solution of different problems. So, it is essential that every
manager should posses the skill for taking right decision in proper time.

6. Administrative SkillA successful manager must have administraikdl. Administrative skill
means the ability of directing, supervising, coordinating and controlling various activities of the
subordinates effectively with a view to implementing the planning and decisions of the
enterprise. Administrative efficiency asvery important quality of a manager.

7. Leadership SkilProviding proper leadership over the different wegkoups is a special quality

of an efficient manager. A manager motivates the employees, guides them, and creates their
confidence on him. The suess of an enterprise depends to a great extent on right leading
attitude of the manager.

8. Behavioural SkillThe ability to form the attitude for realising the needs, problems, grievances
and feelings of the subordinate employees, making contact amd gelationship with them is
known as behavioural skill. Each manager should have such quality. Proper training programme
may be arranged for obtaining behavioural skill.

9. Dagnostic or Analytical SkillDiagnostic skills consist of the ability to detene the nature and
circumstances of a particular situation by analysis and examination. It is the capacity to cut
through unimportant aspects and quickly identify the heart of the problem. Diagnostic skills are
probably the most difficult skills becauseese require logical thinking, analytical ability,
intelligence, and creativity to be effective.

Technical skills are the most important at the supervisory or operating level of management
where a thorough understanding of job techniques is required to gjuite workers. As one
moves to the higher levels of management, technical skills become less important. The higher
level managers deal with the subordinate managers and specialised technical knowledge is
comparatively less important for them.

Conceptual sks are important for top managers in preparing letegm plans, formulating
broad policy decisions, and relating the enterprise to its industry and economy. Human skills
and all others are, however, equally important at all levels of management.



LEVELOF MANAGEMENT

executive coaching, change management,
|eadership, delegationd empowerment, etc.

problem solving, team building,
talent development, performance management, etc.

emotional intelligence &

coaching for performance, eic,

Top Level of Managementt consists of board of directors, chief executive or managing
director. The top management is the ultimate source of authority and it manages goals and
policies for an enterprise. It devotes more time on planning and coordinating functions.The role
of the top management can be summarized as follow®p management lays down the
objectives and broad policies of the enterprise.

1 It issues necessary instructions for preparation of department budgets, procedures,
schedules etc.

It prepares strategic plans & poies for the enterprise.

It appoints the executive for middle level i.e. departmental managers.

It controls & coordinates the activities of all the departments.

It is also responsible for maintaining a contact with the outside world.

It provides guidancand direction.
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The top management is also responsible towards the shareholders for the performance of the
enterprise.

Middle Levelof ManagementThe branch managers and departmental managers constitute
middle level. They are responsible to the top managetéor the functioning of their
department. They devote more time to organizational and directional functions. In small
organization, there is only one layer of middle level of management but in big enterprises,
there may be senior and junior middle lewvenagement. Their role can be emphasized as

1 They execute the plans of the organization in accordance with the policies and directives
of the top management.

1 They make plans for the sumits of the organization.

1 They participate in employment & trainiraf lower level management.

1 They interpret and explain policies from top level management to lower level.



They are responsible for coordinating the activities within the division or department.
It also sends important reports and other important data to tepel management.

They evaluate performance of junior managers.

They are also responsible for inspiring lower level managers towards better
performance.
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Lower Level of Managementower level is also known as supervisory / operative level of
management. Itconsists of supervisors, foreman, section officers, superintendent etc.
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they are concerned with direction and controlling function of management. Their activities
include-

Assigning of jobs and tasks to various workers.

They guide and instruct workers for day to day activities.

They are responsible for the quality as welgaantity of production.

They are also entrusted with the responsibility of maintaining good relation in the
organization.

They communicate workers problems, suggestions, and recommendatory appeals etc to
the higher level and higher level goals and objextito the workers.

They help to solve the grievances of the workers.

They supervise & guide the soabdinates.

They are responsible for providing training to the workers.

They arrange necessary materials, machines, tools etc for getting the things done.

They prepare periodical reports about the performance of the workers.

They ensure discipline in the enterprise.

They motivate workers.

They are the image builders of the enterprise because they are in direct contact with the
workers

1
1
1
1
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DEVELOPMENT OF MANAGEBMETHOUGHT
The emergence of management thought is not a matter of mere chance. The development of it
was gradual and it has passed through various distinct time periods. Herbert G. Hicks has
divided the period into four distinct stages.Since this moventerst achieved new horizon only
during the through various distinct present century, we shall classify the stages of the time
periods i.e. the evolution of management into three periods viz.,
(1) The classical Period the neo-classical period ¢1980)
(2) The Neelassical classical Period (1983850) and
(3) The Mbdern Period (1950 to present).
I. TheChssical Theory of ManagementVe can identify three streams of thought in this period:
1. Bureaucratic Model introduced by Max Webber around 1900.
2. Scientific Management Concept introduced by F.W, Taylor around 1910.
3. Functional or Administrative or Process Managenidmdory advanced by Henry
Fayol around 1910.



II. The NeeClassical Theonyt includes two streams of thought:

1. Human Relations Movement was propagated by Elton Mayo and Reothlisberger around 1930.
2. Behavioural Sciences Movement was introduced by A. Maslow, McGregor around 1940.

Ill. The Modern Management Theoriel:consists of three steams of thought:
1. Quantitative Approach or Operations Research Analysis was developed by Taylor £860.
2. Systems Approach was propounded by Boulding, Johnson and others after 1950.
3. Contingency Approach was develofgd_orsch, Lawrence and others.

CLASSICAL THEORY OF ORGANISATION

The old theories of organisatiomase classified as classical theories of organisation. The origin of classical
theories can be traced back to the writings of F.W. Taylor, Max Weber, James Moorey, E.F.an@8each
LoisAllen. The impact of clagal theory has been profoun@lassical thery was developed in three
streams: Bureaucracy, Admnsiiative Theory, and Scientifidanagement. These components of

classical theory were developed on similar assumptiorabatt thesame time (19040950 AD). These
components develop the idea of striwre within the connotation obrganisation. Accordingly,

organisation was defined as a structure of relatiaips, power, objectives, roles, activities,
communications and other factors that exist when persons work together. Thus, these streams of
classicatheory view organisation as a mechanistic structure. Let us ldmsetthree streams of
classicatheory in detalil.

Bureaucracy

Bureaucracy is a social invention perfected during the industrial revolution to organise and direct the
activities of a firmlt describes a system where the Government is run by officials, directly or indirectly.
Bureaucracy is defined as a system of organisation in which roles, tasks atidnskligps
among people angositions are clearly defined, carefully prescribed and cdlgd in
accordane with formal authority and angeviations from rules and regulations is viewed very
seriously. The bureauatic theory was systematicallyeveloped by Max Weber (186/820).
Weber termed his formulatiorof organisation as ideal typécording to Max Weber, every
organisation can be defined as a structuoé activities (means) directedowards the
achievement of certain objectives (ends). Every organisationldpse system of specialization
(division of tasks) and a set of systemati¢esuand procedures to maxig@ efficiency and
productivity. Weber stressed that the bureaucratic form is capable of attaining the highest
degree of efficiency, and ia this sense, formally the most rational known means of carrying
out control over humanbeings in anyorganisation. It is superior to every other form in
precision, stabity, discipline and reliabilityWeber tried to identify various factors and
conditions that have contributetb the growth of bureaucracy imodern times. Development

of modern Organisation and Corpdran led to the development andonsiderable spread of
bureaucracy in Organisations. Bureaucracy is simpligpensable irrespective of iisherent
evils for the running of complex organisations. Secondly, an itapbfactor responsible for

the superiority of bureaucracy is the role of expanding technical knowledge and the
development ofmoderntechnology. Whether the economic system is capitalistic or socialistic a
consderable degree of bureaucratispecialisation is requed to attain a high level of
organisational effi@ncy. Thirdly, Weber repeatedtressed the fact that the capitalist system



has undesirably played a majorleoin the development of moderbureaucracy. The proper
functioning of a capitalist system nec#sted a sable state and a well organized
administration. Besides, capitalism is considered the most rational aoan basis for
bureaucraticadministration itself.

Characteristics of Bureaucracy

The bureaucratic form of organisation is distinguished thg following structural and
behaviouralkcharacteristics:

Division of Labour and Specialisation Specialisation based on divisiasf labour is the
cornerstone ofbureaucracy. It applies more to the job than to the individual. The roles of
various officials based on thdivision of job work are clearly defined. This leads to the clear
definition of the jobcontent of anindividualand his position in the organisation set up which in
turn leads to the clarityof the goals/objectives of therganisation and helps in designing the
hierarchical structure of the organisan. It is based on a specifiesphere of competence
which involves: (a) a sphere of applications &fprm functions which has beemarked off as
part of a systematic divisioof labour, (b) the provisiorof the incumbent with necessary
authority, and (c) the necessary means of compulsion are clearly defined haid use is
subject to definiteconditions.

Hierarchy :Hierarchy is the second fundamental characteristic whichhes feature of any
bureaucratic form of organisation. There is a clear separation between superior and
subordinate officers, i.e., elclower officeris under the control and supervision of a higher
one. Remuneration is fixechiaccordance with the nature fothe job and the grade of
responsibility. Promotion and career advancemenon the basis of seniority amderit.

Rules :Bureaucracy operates in accordance with a consistent system of abstilas. The role

of rules hasbeen stressed by Weber so thpersonal favouritism, arbitrariness or nejmm

may not hinder the workingf an organisation. Every act of personal discretion of official must
be justified by impersonal ends.
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model of bureaucracy. He observed that bureaucracy is the most rational known means of
achievirg imperativecontrol over human beings. It is capable of obtaining a high degree of
efficiency since the means used dchieve goals are rimnally and objectively chosen towards
the desired ends. W\ added factor of efficiency ighat personal whims of the leaders and
traditional pressures are no longer effaa in such a system; it is ratcording to rules and
there is a clearer demarcatidretween personal and offial affairs. Rationality is algeflected

by the relatively easier means of calculability of results in the organisation.

Impersonality : It should be observed by all officials in decisinaking andin overall
organisational fe. The bureaucratic form has no place for personal whims, fancies or irrational
sentiments. Official activity i€onducted in a business like manner with a high degree of
operational impersonality.

Rule Orientation :Rationality and impersonality are m&nachieved trough formulation of
rules andprocedures which clearly define official spheres of authority and condugpldyees

are expected to follovihe rules in discharging their duties.



Neutrality : Neutrality in decision making and their implemerntat are the cardinal principles of
bureaucraticway of functioning. Bureaucracy is supposed to be a political and neutral in its
orientation. It is committed onlyo the work it is meant to perform.

TheNeoClassical Management Theory of an Organisation!

The neaclassical theory (also referred as the human relations school of thought) was built on
the basis of classical theory. It is modified, added to and in some ways extended classical
theory. Its basic assumption is that the psychological and sociactspf the worker as an
individual and his work group ought to be emphasized. In classical view, organisation focussed
on structure, order, the formal organisation, economic factors and objective rationality.
Whereas neo classical view emphasized soatbfs and emotions at work. Human relation is
frequently used as a general term to describe the ways in which managers interact with their
employees. The essence of the human relations contributions is contained in two aspects:
Organisational situation stuld be viewed in social terms as well as in economic and technical
GSNX¥as FyR Ay GSN¥Ya 2F OftAyAOlIf YSGiK2R Al Aa
organism.

Behavioural School of Management:

The classical management theory viewed organisatiand jobs from a mechanistic point of
view. That is, organisations were thought of as machines and workers as cogs within those
machines. No doubt most classical management theorists racey the role of individuals.

But they focused on controlling dnstandardising the behaviour of these individuals. By
contrast, Behavioural Management Theory (henceforth BMT) placed much more emphasis on
individual attitudes and behav-iours and on group processes.

The Essence of BMT:

Behavioural Management Theory (BMalso applied psychological concepts to industrial
settings. Hugo Munsterberg (1843%16), a member of the behavioural school, suggested that
psychologists could make (empirically) valuable contribu-tions to management in the areas of
selection and motation. (Industrial psychology is still a major part of any management course).

It was Mary Parker Follet who first appreciated the need to understand the role of behaviour in
organisations. In particular, she was interested in adult education and voehtiuidance, and

she felt that organisations should become more democratic in accommodating employees and
managers.

The Hawthorne Studies:

Elton Mayo (188@949) was another member of the behavioural school. The first experiment
that he carried out is kown as the Hawthorne Studies. These studies were carried out over the
period 19291936. It involved manipulating illumination for one group of workers and
comparing subsequent productivity to that group whose illumination was not changed.
Surprisingly, whe illumination was in-creased for the experimental group, productivity went
up in both groups. In fact, productivity continued to increase in both groups, even when the
lighting for the experimental group was decreased. It was not until the lighting whsee
considerably (to that of moonlight) that productivity began to decline.



Incentive Plan:

Another experiment established a piece work incentive plan for a work group. According to
classical management theory, each man should try to maximise his pasotycing as many

units as possible. Mayo and his associates found other-wise. They discovered that the social
group informally established an acceptable level of output for its membéfsrtkers who
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be accepted by the group, workers had to produce at the accepted level. As they approached

this level, workers slowed down to avoid overproducing.

Human Element:

Other studies led Mayo and his associates to concludettie human element was much more
important in the work place than previous theorists had realised. In the lighting experiment, for
example, the peculiar results were attributed to both groups of participants receiving special
attention and sympathetic quervision.The incen-tive pay plans did not work because wage
incentives were less important than social acceptance in determining output. In short,
individual and social processes played a major role in shaping worker attitudes and behaviour.

The Human Blations Movement (HRM):

The HRM grew from the Hawthorne studies and was popular approach to manage-ment for
many years. Classical management theory in general and scientific man-agement in particular
assumed a simple stimulussponse relationship in thevorkplace. If jobs were properly
designed and appropriate incentives established, predictable results would follow. Workers
would perform their jobs as they were told and would maximise output to increase their pay
Human relations theory, however, suggedta more complex process. (See Fig.1.8). It proposed
that workers respond primarily to the social context including social conditioning, sentiments,
and interpersonal situations and relations at work. An underlying assumption of HRM was that
management cocern for the worker would lead to increased satisfaction which would, in its
turn, result in better performance. Two writers who helped advance the HRM were Abraham
Maslow and Douglas McGregor

Motivation and Work Behaviour:

Perhaps the most famous andopeering work carried out by the human relations school of
management was the Hawthorne Studies at the Western Electric Company in Chicago during
the period 19241933.

This was an early series of experiments on motivation and work behaviour. Itsfingimgs,

which broke new ground at the time, led to an entirely new outlook on motivation psychology
and resulted in a changed approach both in research and in practice. The experiment was
originally designed to discuss the relation between the workingrenment and work output.

But it ultimately finished as major studies of work groups, social factors and employee attitudes
and values, and the effect of these at the place of work.



The Hawthorne Works employed about 30,000 people during that petiodsed to make
telephone equipment. Elton Mayo was appointed adviser to the company because there was
both poor productivity and a high level of employee dissatisfaction.

Four Stages:

The first of the experiments was based on the hypothesis that it would be possible to raise
labour productivity just by improving working conditions.

Four stages were involved in the whole experiment:

(i) The first stage was the improvement of the ligigtifor the group of female workers; to give

a measure of validity to the results, a control group was established whose lighting was to
remain consistent. However, the output of both groups improved and continued to improve
whether the lighting was increas or decreased.

(i) The second stage extended the experiments to include rest pauses, variations in starting and
finishing times, and variation in the timing and length of the lunch break. At each stage the
output of both groups rose until the point athich the women in the experimental group
complained that they had too many breaks and that their work rhythm was being disrupted.
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was conducted over the periai®281930.

(iv) The fourth and final stage consisted of observation in depth of both the informal and formal
working groups in 1932. The final stage (1936) drew all threads together and resulted in the
commencement of personnel counsel-ling schemes aneostaffrelated activities based on

the overall conclu-sions drawn by Mayo and hiswawkers as alsdi KS O2 YL} y & Q&
researchersThe main findings were:

(a) Social factors are of great importance at work. Both the behaviour and motivation of
individual workers are affected by group relationships.

(b) It was discovered that an informal organisation of wgrlbups exists alongside the formal
organisation and that these informal group patterns contribute as much to work satisfaction
and worker motivaton as does the physical environment; more so in some cases.

(c)Job satisfaction and social satisfaction are important to the worker.
(d) Workgroups are inclined to set their own standards of behaviour and their own levels of
output, often in disregardf organisational requirements. Any member of a wgriup who

fails to conform is subject to social pressure applied by the group.

(e) The need for adequate communication between workers and management was established
as was the need for satisfactory smaelations.



Perhaps the greatest contribution that the Hawthorne experiment made to indus-trial
psychology and the study of motivation was the realisation of the need for full understanding of
the human factor in industrial relations and work, and tkgnifi-cant part worlgroup
behaviour has on individual worker performance.

The conclusion here is that the problem of motivation is a strictly human problem. It is very
complex and the results of positive attempts to motivate are rarely predictaldVhat
motivates one worker may have no effect at all on another, or may even cause antagonism.
Workers in a group will react differently from the individual worker to any particular stimulus.
Furthermore, the group is less likely to be reasonable and mamdre intransigent that the
individual. It is also true that what motivates positively on one occasion may fail entirely on
another, even with the same worker or group of workers.

MODERN THEORY OF ORGANISATION

The modern organisation theory considers thgamic conditions at micrand macro levels. It
recognizeghe dramatic changes taking place in the society. The modern organisation theory is
a collection of views oflifferent thinkers of organisation. The theory is centred around the
conceptof a systen hence it is termedgsynonymous with system theory. For the first time
Chester I. Barnard (1938)ewed organisation as a socgystem of cooperative interactions
among the members; organisation, indluals and customer are parts anvironment.
Subsequatly Mary Parker Follet (1940) emphasized ore timtegration of individual and
organisational units through systems approach. Norbert Weiner (1948)pioneer in
cybernetics gave arystal clear views of the organisation as a system. Further operational
researchers like Churcham (195&c. were also among those who considered the system as an
interconnectedcomplex of functionally relatedomponents . Some more social scientists like
Katz and Kahn prested a comprehensive theory obrganisation using ope systems
approach.

Systems Theory

Organisational realities have been investigated from different points of view. Divergent theories
have thus emerged; a need has arisen of looking at the organisation as a wholanéahn
scientific knowledge igeneralhave made possible the formulation of a general systems theory
for the integration of scientific knowledg@&@he systems approach is particularly relevant to the
study of complex publicrganisation that have elaboratstructures and that are embedded in
larger social, political and econongavironments. According to thepen systems perspective,

an organisation survives and grows by diagv inputs from the environmenwhich are
processed internally to produce its output. It is through this inpaiverson-output processes
that an organisation lives and develops. The systems thinking helps us to have a twtalf vie
the organizationincluding its different pag and their interrelationshipsl’he systemic view of
organisation was prominent in the writingg M.P. Foltt and Chester Bernard. HerbdrtA Y 2 y Q a
decision making scheme follows the systems approach which wtgefuelaborated by him
and hisassociates later. Philips Selznick has used the systems framework irudiess sbf
governmental and othecomplex organisations. The most representative writings in this field
FNBY ahNBFYAA&LF G Nebet Weiked pidhdeded i the field df SBgbernetics. He
gave the first clear view of an organisation asyatem consisting of inputs, process, auif)



feed back and environmentin simple words, a system may be defined as a set of

interdependent parts formin@n organised unit or entityThese parts, known as sgystems,

interact with each other and are subjecb tchange. They are interrelated as wels

interdependent. Thus, changes in any system lead tochanges in others. Any working

organisation may be said to consist of three broad-systems :

w 0 S OK ysystorh whickirdpbesents the formal relationships among the members of an
organsation;

w { 2 O-aybtéms whdeb provides social satisfaction to members through informal group
relations, and

w t 2 ¢ Sybend wazh reflects the exercise of power ortiefice by individual and groups.

The total system emerges as a result loé tinteraction of the various susystems.The total

system and subsystemalso interact with the environment, which may influence or be

influenced by the system or the subsystems.

The system approach has the following features :
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The enterprise operabns are viewed in terms of basic elements enghge procuring and
transforminginputs into outputs. Money, employees and the managers themselves ars phrt
the system. Inputs are thmaterials, information and energy, flowing into the organisation. The
outputs are products, services, asdtisfaction provided by the organisation. The organisation
transforms input ito a variety of outputs (in thdorm of products, goods and services) and
offers the same to the externaln@ironment. Sale of the outputsprovides the necessary
energy which is called feedback to repeat this systemsecyadot at Figurewhich shows this
cycle.

Cycle of Systems Approach

Environment e
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Organisation systems like social teygss are considered to be Cybernetictheir behaviour
with regard tothe external environment. This means that they are self steering, usindpéeéd

to guide and control theibehaviour. They develop mechanism to collect interpret and apply
feed backn their decision making proceso as to acquire the capacity to adapt, evaluate
perform and to correct errorsLook at Figure which shows the basic elements of systems
theory.



BasicElements of Systems Theory
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Open Management System

The systems approach to management view organisations as extremelyleoraptities

subject to changefrom within and outside. To meet various needs of such an organisation, a

balanced and integrated approadb management is required. At the heart of the systems,

approach lies ¢Management Information Systenad communication network for collection,

analysis and flow of information and quantitatidata so as tdacilitate planning and control. It

emphasizesthe importance of decisiomaking and the primary means dfalancing the

different parts of the organisation. Modern thinkers ctler management as a system of

integrating activities aimed at making the best use of scarce resources. Managenveswed

also as a subsysteaf the social system. As a sappstem management is required toaut and

cope with environmentathanges.

This systems approach has the following advantages :

w LG LINPOARSA | dzyATASR F20dza (2 2NHIYAAlIGAZ2Y

w LG LINPOGARSA YIylF3ISNE |y 2LIILRwWDewhichisSgreatdr 2 21
than thesum of its parts.
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between subsystemis dynamic
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micro andmacro aspect.

w ¢KS d22aGSY A& o60lFlaSR 2y Ydz GALX S OFNAIo6fSa o
factors which inturn may be interrelatecand interdependent.
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according to theehange in the environment.

The systems approach is now being widely used in organisational analiigis.pitoved to be a

very usefultool for the conceptualisation of the organisation and its external andringke

relationships. It has alsfacilitated the contingency or situational view of organisation which

marks a radical departure from theraditional approach that emphasd generally the one

best way of struturing organisations. Under thafluence of systems theory the current view

in organisations analysis isdt the structure can vary frorsituation to situation depending on

such factors as their environmental condits and technology.

No



Contingency Theory

The modern approach to organisation theory underlines the imparéaof dynamic interaction

with environment and other situational factors influencing orgaational desigimwoimportant

lines of thought are significant in this context as they semldétermine the key situational
factors. One of these underlies the significance of technology in determimganisational
design. The otheline of thought suggests the importano¢ environment. Technologyefers to
the techniques used bgrganisations in work flow activities to transform inputs into outputs.

Technolgy is a term that is applicabte all types and kinds of organisations. Irrespective of

whether an organiation isproduction oriented orserviceoriented the role of technology can

be seen in the activities that resulh ithe transformation of thingsLooking into the role of
environment in managerial functions, managem ecology has been developdddividual and
his organisational environment are in a compktate of interaction with each other and the
organisation itself is in a state of interaction with its environmeiihus, managing an
organizationeffectively requires a thorough werstanding of its environmé. Contingency
approach is based on the view that there is no best waynemage. In fact there are many
effective ways to perform various management functions. This theory enigdgthat the best
way to lead,plans, organise and conduct managerial atés varies with the situationA
particular method may yieldruitful results in one situation but may drastically fail in other
situations. Theg is no universal principles e applied in all situations. Managers must analyse
different situations andise the best approach whichhgst suitable in that particular situation.

For example to improve produetty, supporters of scientifimanagement may prescribe work

simplication and additional incentivesthe behavioural scientist mayecommend job

enrichment and democratic participation of employees Iretdecisioamaking process. Buhe
supporters of contingency approach may offer a solution which is respontivthe
characteristics of théotal situation being faced. Work simplication would be ide&kre there

is limited resources, unskillethbour, limited training opportunities and limited products

offered to the local markets. Jommachmentwould be ideal for that organisation where there

are abundant skille labour force. This shows thamanageral action depends upon

circumstances within a given situatiom this approach managers asapposed to diagnose a

given situation and adopt to meet the conditierpresent. In short contingencgpproach

emphasizes on two aspects,

1) It focuses attentioron specific situatinal factors that influence thaeppropriateness of one
managerial strategy over another,

2) It highlights the importancef developing skillfor managers in situational analysis. Such
skills will help managers find bimportant contingency factorsvhich influence their
managing approach.

Contingency approach has the following features:
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case may be.

w h NBI y A #ohshdul Pelbésedlo®thie behaviour of action outghe system so that

organizationshould be integrated with the environment.
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varies fromsituationto situation.



SCIENTIFIC MANAGEMENT

Fredrick Winslow Taylor ( March 20, 1856  NOK HMX wMdpmp0 O2YY2yfeée 1
{OASYGATAO alyl3SYSyiQ aidlFNISR KAA OFNBSN | a
engineer. He conducted various expeemts during this process which forms the basis of
scientific management. It implies application of scientific principles for studying & identifying
management problems! OO2 NRAYy 3 (G2 ¢l @t 2NE G{OASYlGAFTAO a
exactly whatyouwan® 2 dzZNJ YSYy (G2 R2 FyR aSSAy3 GKIFIG GKSe
In Taylors view, if a work is analysed scientifically it will be possible to find one best way to do

it. Hence scientific management is a thoughtful, organized, dual approach towsedsb of
management against hit or miss or Rule of Thum® O2 NRAyYy 3 (G2 5NHzO1 SNE a4 ¢
management is the organized study of work, the analysis of work into simplest element &
a2ad0SYFGAO YIFylF3aSYSyid 2F 62N] SNDa LISNF2NXYIyoOS

Principles of Scientific Management
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suggests that work assigned to any employee should be observed, analyzed with respect to
each and every elememind part and time involved in iThis means replacement of odd rule of
thumb by the use of method of enquiry, investigation, data collectamglysis and framing of
rules. Under scientific management, decisions are made on the basis of facts and by the
application of scientific decisions.

2.Scientific Selection, Training & Development of Workdisere should be scientifically designed
procedure for the selection of workerg?hysical, mental & other requirement should be
specified for each and every joWlorkers should be selected & trained to make them fit for the
job. The management has to provide opportunities for development of workers having better
capabilities.According to Taylor efforts should be made to develop each employee to his
greatest level ad efficiency & prosperity.

3 Cooperation between Management & workers or Harmony not discoricaylor believed in co
operation and not individualismit is only through cebperation that the goals of the enterprise

can be achieved efficientiythere shouldoe no conflict between managers & workefgylor
believed that interest of employer & employees should be fully harmonized so as to secure
mutually understanding relations between them.

4 Division of Responsibilityhis principledetermines the concrete nature of roles to be played by
different level of managers & workefie management should assume the responsibility of
planning the work whereas workers should be concerned with execution of Tasis. planning

is to be separatefrom execution.

5 Mental Revolution The workers and managers should have a complete change of outlook
towards their mutual relation and work efforit requires that management should create
suitable working condition and solve all problems scientificaiigilarly workers should attend
their jobs with utmost attention, devotion and carefulness. They should not waste the
resources of enterpriseddandsome remuneration should be provided to workers to boost up
their moral.lt will create a sense of belongingss among workei hey will be disciplined, loyal

and sincere in fulfilling the task assigned to thefhere will be more production and
economical growth at a faster rate.



6 Maximum Progperity for Employer & Employee$he aim of scientific management tis see

maximum prosperity for employer and employeel. is important only when there is
opportunity for each worker to attain his highest efficiendyjaximum output & optimum
utilization of resources will bring higher profits for the employer & better @smador the

workers. There should be maximum output in place of restricted out@@bth managers &
workers should be paid handsomely.

Techniques of Scientific Management
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best way of doing a job).

(2) Scientific selection and training of workers.

(3) Standardisation of raw materials, tools and working conditions.

(4) Functional foremanship.

(5) Differential pieceaate system of wagpayment.

Following isa brief account of the above aspects of scientific management:
(D5SGEGSNXY¥AYLFGAZ2Y 2F FILANI RIFeQa (Fal F2N) SFOK 62N ¢
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use of scientific methods involving the conduct of the following three types of work studies,

viz.,

(a) Time study (b) Motion studg) Fatigue study

The following points are not worthy in this context:

() An average worker (or representative workas first selected for conducting the above
work-studies. In case otherwise, the standards of work fixed would be either too high or too

low.

(i) The above three worktudies (i.e. time, motion and fatigue studies) are to be considered
togethertoarrdS G | FFANJ RFéQa (Failo

(2) Scientific selction and training of workersThis aspect of scientific management is, in fact, the
staffing angle of it. The workers, under scientific management, must be properly selected by
adhering to a carefullydesignedselection procedure. Further, selected workers must be
imparted training in best methods of performing a job.

(3) Standardisation of raw materialstools and working conditionsBy standardisation, Taylor
implies two varieties of standardisation:



() Raw materials, tools, machines and other facilities of work must be of a reasonably good
guality; so that the quality of production is reasonable.

(i) Another variety of standardization which Taylor refers to is uniformity in providing -work
facilities andwork conditions to all workers, doing a similar type of job.

(4) Functional Foremanshig:he scheme of functional foremanship recommended by Taylor is, in
fact, an introduction of managerial specialisatianthe shopt S@St ® Ly ¢l &f 2 NRa
single foreman performing all the aspects of the foremanship task, there must be a number of
foremeneach concerned with only a particular aspect of foremanship.

Each foreman, being a specialist in performance of his role, is a functional foreman. thence,
nomenclature of the schéS | & WT dzy Ol A 2ly the confet NEhe | sghénie Aof.JQ ©
functional foremanship, Taylor compares workers with students in a schootroless where a
student is imparted teaching in a particular subject by a speciateacher of that subject
instead of a single teacher teaalgi all the subject to student$n the scheme of functional
foremanship recommended by Taylor, there is a provision for eight foremen of the following
types:

() Route ClerkThe route clerk is goreman who would lay down the route (or journey) of raw
materials from the rawmaterial stage to the finished product stage as passing through
different processes and machines.

(ii) Instructions Card Clerkhe instructions card clerk is a foreman whould determine the
detailed instructions for handling a job; and prepare a card containing such instructions.

(iif) Time and Cogtlerk:The time and cost clerk is a foreman who would record the time taken
by a worker in completing a job; and would atsampile the cost of doing that job.

(iv) Shop DisciplinariaThe shop disciplinarian would look after the maintenance of discipline
in the workshop and deal with cases of absenteeism, misbehavior and other aspects of
indiscipline.

(v) Gang Bos§he gag boss is the supervisor proper. He would see to it that all excHities
are made available to workers and they start their work as per the instructions imparted to
them.

(vi) Speed Bos3he speed boss is a foreman who would determine the optimuned s

which machines are to be operated; so that batber speeding and undepeeding of
machines are avoided. In this way, less depreciation is caused to machines; industrial accidents
are averted and quality of production is also maintained.

(vii) Repa BossThe repair boss is a foreman, who would look after and take care of the repairs
and maintenance of machines.



(viii) InspectorThe inspector is a foreman who would look after the quality of production.
The following chart illustrates the furionhing of the scheme of the functional foremanship:
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Workers

The scheme of functional foremanship results in a complete violation of the principle of unity of
command as advised by Fayol; because in this scheme, a worker is sulfjeetcontrol and

superintendence of eight foremen. The scheme, therefore, involves multiple commands as
against a single command.

(5) Differential piecerate system of wagegpayment: In order to motivate workers positively as also
negatively to produce thstandard output, Taylor devised a scheme of wage payment, known
Fa GKS W5 A FateSystnydl walgdll &K SYOBP Q

The inherent features of this scheme are:

(A standard output for each worker is determined in advance through scientific work studie
(iTwo rates of wag@ayment (based on piece rate system) are established

(a) A higler rate per unit of output; and (b) A lower rate per unit of output.

(iif)Workers who produce the standard output or exceed the standard are paid according to the
higher rate for all the units produced by them. Those workers who are unable to come up to
the standard are paid according to the lower rate for all the units produced by them.

Let us take an example to illustrate the working of this system of wage payr@appose the
standard output is 25 units; and the two rate of wage payment@Rs.2 per unit (the higher
rate) and Rs. 1@p. per unit (the lower rateNow, if a worker produces 25 units or more; he
would be paid on total production done by him acgimg to Rs.2 per unit. If, on the other hand,

a worker produces only 24 units (taking the extreme case); he would be paid on all the 24 units



produced by him, according to the loweate i.e. Rs. 1.80 p per uniin the latter case, the
worker is not onlysuffering a shortfall of payment on one unit produced less by him as against
the standard of 25 units; but also suffering a shortfall of payment of 20 p. per unit on all the 24
units produced by him. Thus there is a severe penalty for the inefficient wamkieeing paid
according to the lower rate on total production done by him.

ADMINISTRATIVE THEORY

Administrative management theorattempts to find a rational way to design an organization

as a whole. The theory generally calls for a formalaeahinistrative structure, a clear division

of labor, and delegation of power and authority to administrators relevant to their areas of
responsibilities Henri Fayoldirector of a coal mining company in France, made a systematic
analysis ofthe process ofmanagement. Hispproach to the study of management is also

known as the process or Functional Approastcording to Fayol, business activities in any
organisation consist of sinter-dependent operations viztechnical, commercial, financial,
security,accounting and administrate or managerial operationdHe analysed the nature of
managerial activities and skill requirements which wesdar given little attention byhinkers.

He considered the process of management to be of universalicgioin anddistinguished
amongfive elements of the process viz., to forecast and plan, to organise, to comrnmand,
coordinate, and to controlThe concept of management was, thus, defined as the process of
performing certain functions like planningrganising, etcThese functions were expected to be
performed by managers atll levels in theorganizationaswell as in all types ohdustries and in

all countries.Besides a systematic analysis of the management process and management
functions, Fagl formulated a st of fourteen principles as guidelines for implementing the
process of maagement. These principles westated in flexible terms and expected to be of

use of managers underllacircumstances. The skill anabilities required for effective
management werestated to be depend¢ it 2y (G KS YI vy IdiEfSaeiBlavyelsld? & A G A 2
organisation. According to Fayol, administrative skills were more essential for Higadr
YFEYlF3I3SNBQY gKAES G§SOKYAOFf | 06AflpdsitioBsi Heds6§ NE NI ||
believedthat managerial training was essential for people in all walks of life. ides®d, for

the first time, they SOS&aaAde 2F F2NXIf SRdzOF A2y FyR NI
analysis provides a set of megmiz., planning, organisip commanding, coordinating and
controlling) for viewing the management procesand guidance (i.e., the principles for
implementing the process}ayol's principles are listed below:

1. Division of WorkThis principle implies that every employee shouldassigned only one type

of work so as to bring about specialisation in every activity. Fayol applied the principle of
division of work or specialization to both the managerial as well as technical activities. He
observed that specialisation belongs to thatural order.Division of work tends to increase
efficiency. It helps to avoid waste of time and effort caused by changes from one work to
another. But when carried too far, it leads to loss of skill and craftsmanship of the employee,
and makes the joblesmonotonous is and less interesting. Since division of work makes the job
less satisfying, management practice of today gives serious thought to the possibility of job
enlargement as a tool of job satisfaction.



2. Authority and Responsibility:Authority s the right to give order to the subordinates.
Responsibility means the duty which the subordinate is expected to perform by virtue of his
position in the organization. Responsibility must be expressed either in terms of functions or in
terms of objectivesWhen a subordinate is asked to control a working of the machine, the
responsibility is stated in terms of function and when a subordinate is asked to produce a
certain number of pieces of a product, the responsibility is created in terms of objectives.
GThere should be parity of authority and responsibility. In other words, authority and
responsibility should bear a logical relation to each other. Sufficient authority should be
delegated to a subordinate to enable him to discharge his duties. If authmritgss, the
subordinate will not be able to perform his duties well. If he is given excessive authority, he
may misuse his authority.

3. Discipline:Discipline means getting obedience to rules and regulations of the organisation.
According to Fayol, digdine is obedience, application, energy and outward mark of respect.
Discipline is necessary for the smooth running of the organisation. Maintenance of discipline in
the organisation depends upon the quality of leadership, clear and fair arrangementa and
judicious application of sanctioné.ccording to Fayol, discipline can best be maintainedipy:
Having good superiors at all leve(i$y Entering into agreements (either with the individual employees or
with the union, as the case may be) that are as clear and fair as pos@iIEnsuring that penalties are
judiciously imposed.

4. Unity of CommandA subordinate should receive ordefrem one superior only. If he receives
orders from more than one superior, he will not be able to carry out orders in a proper manner.
Fayol observed that if this principle is violated, authority will be undermined, discipline will be
in jeopardy, order Wi be disturbed and stability will be threatened. Dual command is the
permanent source of conflict. Therefore, in every organization, each subordinate should have
one superior whose command he has to obélys will help him in achieving the following
beneits:

(i) Each subordinate shall receive cleat orders from one boss only. This will improve his
performance.(ii) Authority-responsibility relabns will be clear to everybodygiii) Orders and
instructions of every executive will be honoured. It wdnddeasy to fix responsibility in case of
default. (iv) There will be harmonious relations between the superiors and the subordinates.

Violation of the principle of unity of command will lead to the following consequences:

(i) There will be overlapping of orders and instruasio (i) A subordinate may not be able to
satisfy two or more bosses. This may lead to conflicts in the organisdiigriswill be easy for

the subordinates to escape responsibil(ty) It will bevery difficult to maintain discipline in the
organization.

5. Unity of Direction. & dzy A& 2F RANBOOAZ2Yy Cl &2t YSIyidsx
activities having the same objective. In other words, all the activities of a work unit or group
should be directed towards its common objective. This will lead to better coordination and help
in the effective management of the enterprisk.this principle is not followed, there will be

ah



unnecessary duplication of efforts and wastage of resourcegidtflly of organisation will also

be affected adversely because of lack of harmony of efforts of various individuals and groups.
The distinction between the principles of unity of command and unity of direction should be
clearly understood. Fayol perceiveathity of direction as related to the functioning of the
business undertaking as a whole, while unity of command is related to the functioning of
personnel.Unity of direction means one unit, one plan; and unity of command means one
employee should receiverders from one superior only. Unity of direction is necessary for
sound organization whereas unity of command is necessary to fix responsibility of the
subordinates and to avoid conflicts in the enterprise.

6. Subordination of Individual Interest to Gerad Interest: The business enterprise is superior to its
individual employees. The interests of the business organisation must prevail upon the personal
interests of the individuals. This principles call for reconciliation of goals of individuals with
those of the organizationWhen the individual and the organizational interests conflict, the
latter must prevail. The employees should subordinate their interests to the general interests of
the concern. The goals of the concerns must not be sacrificed toptbmotion of personal
interests of individuals.

7. Remuneration of PersonnellThe employees must be remunerated fully for their services
rendered to the concern. The method of employee remuneration should be just and fair to
everybody. As far as possiblg should accord satisfaction to both the employees and the
concern. This will create harmonious relations in the enterprise and Hopild workforce of
contended employees.

8. Centralization:Fayol referred to the centralization in the context of autipr It means
concentration of authority at one place or at one level in the organization. On the other hand,
decentralization means dispersal of authority to the lower levels in the organizatmurding

to Fayol, the question of centralization and datrlization is a simple question of proportion,

a matter of finding optimum degree for a particular concern. In his view, everything that an
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centralization.The degre®f centralization varies in each case. Small firms have absolute
centralization because the management orders go directly to subordinates. But in large
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number of inermediaries to reach the operative employees.

9. Scalar ChairfScalar chain is the chain of superiors ranging from the chief executive or ultimate
authority to the lowest level in the organisatiofhe line of authority is the route followed via
every link in the chain by all communications which starts from or goes to the ultimate
authority. Fayol felt that departure from the chain is necessary to make communication fast
and effective. Communicath should be should be shecircuited as far as possibl@he
principle of scalar chain recognizes the necessity of formal authority in the organizatinas.

the following advantages

(i) There will be unity of command in the organization and there will be no confusion of dual
order. Every member will know under whom he is working and whose orders he is tqipbey
Delegation of authority, which is essential to organizing, is facilitGtgdThe scalar chain
establishes the channels through which communication will pass.



The main disadvantages of scalar chain is that communication takes too much time as the order
comes from top level to bottom in the chain. The scalar chain should naglae There should
be provision for short circuiting the chain.
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employees of different departments and thus facilitates quick communication. It would lead to
better coordination by removing hurdles in the exchange of information between employees of
two different departments.
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As mentoned in the above figure there are two ladders of autharigne from M to E and
other from S to P. If D wants to communicate with O under the scalar chain, information will
first flow upward from D to S through C, B and A, and then downward from S to@gthi., M

and N. Thus, communication will normally be a time consuming process. In order to allow swift
action, D and O should be allowed to exchange information directly by using gang plank.
However, Fayol, was of the opinion that the gang plank shoutdorca normal practice as it
undermines the established line of authority. But whenever it is necessary to avoid delays and
distortions, the subordiates should use the gang plank.

10. Order:Fayol said that there should be a place for everything and everyAt the same

GAYSZ SOSNRBGKAY3I YR SOSNRB2yS aKz2dzZ R 0SS Ay (K
L I OS¢ 1S o06StASOSR GKIFIG GKAA (1AYR 2F 2NRS
requirements and resources of the concern and a constant balabewgveen these
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department, the departmental head should allot specific workstation and tools to each worker

so that there is no confusion in the organisatiomiarly there should be specific shelves or

rooms for storing rawnaterials, finished goods, etc.

11. Equity:The employees should be treated with kindness and equity if devotion and loyalty
are expected of them. Equity does not exclude forcefulness @ardrseess. The managers in the
organisation should be experienced good natured so as to deal with the subordinates in a



proper manner. They should be impartial and should not discriminate with detgasex, caste,
religion, etc.Each subordinate should gatfair treatment in matter of reward or punishment.

The managers should not undue favours to some and neglect others. The workers performing
similar jobs should be paid the same wage rate. If the principle of equity is followed, the
workers will feel happ as they get fair treatment from the management. They wibabe
motivated to work harder.

12. Stability of TenureManagement should remove the feeling of insecurity of jobs from the
minds of personnel. If the job of a person is not secure, he widlrbokout for job elsewhere

and his work will not be satisfactory. Moreover, the employee should not be rotated on
different jobs very frequently because considerable tinge required to learn each job.
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doing it well, always assuming that he possesses the requisite abilities. If, when he has got used
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this principle is fdowed, the workers will feel secured and show higher productivity. But its
adverse effect is that the workers will not develop their multipldiskequired of different jobs.

13. Initiative: Fayol wanted that subordinates should be given an opportutotfake some
initiative in making and executing the plans. Employees get satisfaction when they are allowed
to take initiative. Initiative on their part can be a great source of organisational strength.

14. Esprit de Corps (Union 8trength): Literally speaking, the phrase esprit de corps means the
spirit of loyalty and devotion which unites the members of the group. It also means regard for
the honer of the group to which one belongs. Fayol called for the personnel of the concern.
Harmoy among the personnel is a source of strength, unity among the personnel can be
accomplished through properommunication and coordination

Fayol warned against two emies of esprit de corps, viZi) divide and rule, angi) abuse of
written communiation. It will be dangerous for the firm to divide its workers. They should
rather be welded in cohesive and highly interacting workgroups.

BEHAVIOURAAPPROACH TO MANAGEMENT

Behaviouralsciences approach to management which started after 1940 is an extension,
modification and refinemet of human relations approachn fact, good human relations lead

to better human behaviour at work. Some authorities differentiate between human relations
approach and behawioal sciences approacfihere are no doubts, subtle differences between
the two approaches; yet there is no contradiction between the basic philosophies of two
approaches in that both emphasion human aspects of managing.

Meaning of Behavioural Sciences ApproacBehavioural sciences approach recommends a study
of behavioural sciences (like, psychology, industrial psychology, sociology, anthropology etc.)
for understanding human behaviour at work; and applying the basic conceptsri¢seand
models of these sciences for moulding humaehéviour in the desired mann&ome



important sociologists and psychologists who haventgbuted to this approach are:
A.HMaslow, Douglas McGregor, Frederick Herzberg, Kurt Lewin, Keith Davis, @Rris, A
George Homans etc.

Elements (or Outstanding Features) Behavioural Sciences ApproacBome outstanding features

or elements of behavioural sciences approach gigAn organisation is predominantly a social
system; in addition to beg a physicalechnical system.(ii)An individual joining the
organisation brings to work place his needs, values, beliefsudds and perceptual qualities.

(i) Informal groups have their own unwritten constitutions; moulding individual behaviour
favorably/unfavourablytowards formal job assignmen{s/) Conflicts between the organisation
and individual and their groups though natural and inevitable, can be utilised towards
extracting positive advantage out of cu conflicts(v) Motivation and particuldy non
monetary motivation has a profound ekt on human behaviour at woilyj) Democratic
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towards work, in a favaable manner(vii) Two-way communication ithe organisation makes

for better understanding and good human relatieoenducive to ina@ased human efficiency at
work (viii) Involvement of workers in decisiemaking process makes them more committed to
the organisation and acts as a selbtivating device.

QUANTITATIVE OR MATHEMATICAL APPROACH OR MANAGEMENT SCIENCE

APPROACMathematics has made inroads into all disciplines. It has been universally
recognisedas an important tool of analysis and a language for precise expression of concept
and relationship.Evolving from the Decision Theory School, the Mathematical School gives a
guantitative basis for decisiemaking and considers management as a system dhemaatical
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scientists from several disciplines. It uses scientific techniqueprfividing quantitative base

for managerial decisions. The exponents of this school view management as a system of logical
process.lt can be expressed in terms of mathematical symbols and relationships or models.
Different mathematical and quantitativeethniques or tools, such as linear programming,
simulation and queuing, are being increasingly used in almost all the areas of management for
studying a wide range of problem$he exponents of this school believe that all the phases of
management can bexpressed in quantitative terms for analysis. However, it is to be noted
that mathematical models do help in the systematic analysis of problems, but models are no
substitute for sound judgementMoreover, mathematics quantitative techniques provide tools

for analysis but they cannot be treated an independent system of management thought. A lot
of mathematics is used in the field of physical sciences and engineering but mathematics has
never been considered as separate school even in these fidltls. contrbutions of
mathematicians in the field of management are significant. This has contributed impressively in
developing orderly thinking amongst managers. It has given exactness to the management
discipline. Its contributions and usefulness could hardly ber-emphasized. However, it can

only be treated as a tool in managerial practice



UNIT II

PLANNINGANDDECISIOIMAKING:

All organizations whether it is the government, a private business or small businessman require
planning. To turn their dreams of increase in sale, earning high profit and getting success in
business all businessmen have to think about future; make predstand achieve target. To
decide what to do, how to do and when to do they do planning.
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planning bridges the gap between where we are standing today and where we want to reach.
Planning involves setting objectives and deciding in advance the appropriate course of action to
achieve these objectives so we can also define planasgetting up of objectives and targets

and formulating an action plan to achieve theAnother important ingredient of planning is

time. Plans are always developed for a fixed time period as no business can go on planning
endlesslyKeepinginmindthei YS RAYSyaiz2zy S OFy RSFAYS LI Iy
a given time period, formulating various courses of action to achieve them and then selecting
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Features/Nature/Characterist of Planning:

1. Planning contributes to gbctives: Planning starts with the determination of objectives. We
cannot think of planning in absence of objective. After setting up of the objectives, planning
decides the methods, procedures and steps to bken for achievement of set objectives.
Planners also help and bring changes in the plan if things are not moving in the direction of
objectives.For example, if an organisation has the objective of manufacturing 1500 washing
machines and in one month onB0 washing machines are manufactured, then changes are
made in the plan to achieve the final objective.

2. Planning isPrimary function of managementPlanning is the primary or first function to be
performed by every manager. No other function can éecuted by the manager without
performing planning function because objectives are set up in planning and other functions
depend on the objectives onlftor example, in organizing function, managers assign authority
and responsibility to the employees anevel of authority and responsibility depends upon
objectives of the company. Similarly, in staffing the employees are appointed. The number and



type of employees again depends on the objectives of the company. So planning always
proceeds and remains abnl as compared to other functions.

3. PervasivePlanning is required at all levels of the management. It is not a function restricted to
top level managers only but planning is done by managers at every level. Formation of major
plan and framing of ovethpolicies is the task of top level managers whereas departmental
managers form plan for their respective departments. And lower level managers make plans to
support the overall objectives and to carry on day to day activities.

4. Planningis futuristic/Forward looking: Planning always means looking ahead or planning is a
futuristic function. Planning is never done for the past. All the managers try to make predictions
and assumptions for future and these predictions are made on the basis of past expsri@nc
the manager and with the regular and intelligent scanning of the general environment.

5. Planning is continuoud?lanning is a never ending or continuous process because after making
plans also one has to be in touch with the changes in changingbenwent and in the selection

of one best way.So, after making plans also planners keep making changes in the plans
according to the requirement of the company. For example, if the plan is made during the
boom period and during its execution there is degg®n period then planners have to make
changes according to the conditions prevailing.

6. Planing involves decision makingThe planning function is needed only when different
alternatives are available and we have to select most suitable alternativecameot imagine
planning in absence of choice because in planning function managers evaluate various
alternatives and select the most appropriate. But if there is one alternative available then there
is no requirement of plannindzor example, to import th technology if the licence is only with
STC (State Trading -Gperation) then companies have no choice but to import the technology
through STC only. But if there isbdimport agencies included in this task then the planners
have to evaluate terms and nditions of all the agencies and select the most suitable from the
O2YLI yeQa LRAYylHl 2F OASg®

7. Planning is a mental exercisét is mental exercise. Planning is a mental process which requires
higher thinking that is why it is kept separate fraperational activities by Taylor. In planning
assumptions and predictions regarding future are made by scanning the environment properly.
This activity requires higher level of intelligence. Secondly, in planning various alternatives are
evaluated and thenost suitable is selected which again requires higher level of intelligence. So,
it is right to call planning an intellectual process.

Importance/Significance of Planning:

1. Planning provides DirectionPlanning is concerned with predetermined course ofian. It
provides the directions to the efforts of employees. Planning makes clear what employees have
to do, how to do, etc. By stating in advance how work has to be done, planning provides
direction for action. Employees know in advance in which dioecthey have to work. This



leads to Unity of Direction also. If there were no planning, employees would be working in
different directions and organisation would not be able to achieve its desired goal.

2. Planning Reduces the risk of uncarties: Organsations have to face many uncertainties and
unexpected situations every day. Planning helps the manager to face the uncertainty because
planners try to foresee the future by making some assumptions regarding future keeping in
mind their past experiences dnscanning of business environments. The plans are made to
overcome such uncertainties. The plans also include unexpected risks such as fire or some other
calamities in the organisation. The resources are kept aside in the plan to meet such
uncertainties.

3. Planning reduces oveapping and wasteful activitiesthe organisational plans are made keeping

in mind the requirements of all the departments. The departmental plans are derived from
main organisational plan. As a result there will beoedination indifferent departments. On

the other hand, if the managers, nananagers and all the employees are following course of
action according to plan then there will be integration in the activities. Plans ensure clarity of
thoughts and action and work can berdad out smoothly.

4. Plaming Promotes innovative ideasPlanning requires high thinking and it is an intellectual
process. So, there is a great scope of finding better ideas, better methods and procedures to
perform a particular job. Planning processdes managers to think differently and assume the
future conditions. So, it makes the managers innovative and creative.

5. Planning Facilitates Decision Makind?lanning helps the managers to take various decisions. As
in planning goals are set in advaraned predictions are made for future. These predictions and
goals help the manager to take fast decisions.

6. Planning estalishes standard for controllingControlling means comparison between planned
and actual output and if there is variation between hahen find out the reasons for such
deviations and taking measures to match the actual output with the planned. But in case there
is no planned output then controlling manager will have no base to compare whether the
actual output is adequate or noEorexample, if the planned output for a week is 100 units and
actual output produced by employee is 80 units then the controlling manager must take
measures to bring the 80 unit production upto 100 units but if the planned output, i.e., 100
units is not giverby the planners then finding out whether 80 unit production is sufficient or
not will be difficult to know. So, the base for comparison in controlling is given by planning
function only.

7. Focuses attention on objectives of the coamy: Planning function begins with the setting up of
the objectives, policies, procedures, methods and rules, etc. which are made in planning to
achieve these objectives only. When employees follow the plan they are leading towards the
achievement of objectivesThrough planning, efforts of all the employees are directed towards
the achievement of organisational goals and objectives.



TYPES OF PLANNING:

Planning can be classified on tliasis of following dimensiongorporate, Strategic and
Operational Planning

I. Corporate PlanningPlanning can be undertaken at various levels of the organisation. It may be
for the whole organisation or a part of it. When it is done for the whole enterprise it is known
as corporate planning. It lays down the basic goals, sifateand policies for enterprise as a
whole. Corporate planning integrates various functional plans and also provides for future
contingencies. The resources of the organisation (micro aspect) are matched to the
opportunities and threats in the external emonment (macro aspect). Corporate planning is
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planning includes the setting of objectives, organising the work, people and systems to enable
those objectives to be atined, motivating through the planning process and through the
plans, measuring performance and so controlling progress of the plan and developing people
through better decision making, clearer objectives, more involvement and awareness of
LINE 3 NHEssgih@sgiven a broad definition of corporate planning. It covers various functions
of management besides defining planning. Corporate planning is related to total planning
activity and not to various managerial functiorSorporate planning is original and the
starting point of planning process. Corporate planning is not synonymous to long term planning
even though it is related to future activities of the organisation. Long term planning is not
possible without the backing of short term plans. So cormanning should not be tied to a
specific period. Normally, corporate planning is divided into strategic planning or long range
planning and operational, tactical or short range planning.

Il. Strategic Planning:Strategic planning is the process of planning as to how to achieve
organisational objectives with the available resources and is undertaken by the central
management of the business. It is an exercise by the top management to fix the objectives of
the organisation and then plan to achieve them. An assessment of available resources is made
at the top and then things are planned for a time period of upto 10 years. It basically deals with
the total assessment of the organisation, strengths, capabilities andkmesses and an
objective evaluation of environment is made for future pursuits.Features of Strategic Planning:

The basic features of strategic ptang are described as follows:

(i) The basic mission and goals of the organisation, nature of busineshamdture of customers are

clearly stated(ii) Strategic planning is a long term plannifig) L & LINRE A RSa O2KSaiAgSyS.
policies and activities over a long periqds) The more the functions of an organisation affected by

plans the more thestrategic these are(v) It is concerned both with the formulation of goals and the

selection of the means by which they are to be attain@d) Since it determines basic policies and
programmes, it is a top management activifyii) It is designed tof LINE @S 2 NHI yAal 0 A2y Q&
environment (viii) It is comprehensive and unified plan for the deployment of scarce organisational
resources(ix)L i aSia GKS RANBOUA2Z2Y 2F 2NHlIyAalldAz2yQa | O



Need for Strategic RIhning: Strategic planning is required for the following reasons:

1. Impact of External Factorsthere are a number of factors which affect the operations of the
business. These factors include international environment, political and government policies,
economic trends, technological and social changes. Strategic planning must have provisions for
the impact of these situations.

2. Proper use of Resourceshe natural resources are becoming scarce and human resources are
changing every day. Strategic plamy is needed for procuring these resources and allocating
them properly. The traditional work force is giving way to more educated workers. The
computers have taken over the routine jobs. The proper use of various resources requires a
proper planning onhe part of top management.

3. Ensuring Succesén explosion in information technology has increased the knowledge and
better methods of planning. Since strategic planning helps in achieving success, there is a need
to undertake it in most of the companies

[ll. Operational PlanningOperational planning is also known as tactical or shierm planning
normally covering one year or so. Operational planning involves the conversion of strategic
plans into detailed and specific action plans. These plans are designed to sustain the
organsation in its current products and existing markets. Operational planning is done at the
middle or lower level of managementhese plans are to support strategic plans whenever
some difficulty is faced in its implementation. Any changes in internal aghon or external
environment have to be met through tactical plans. For example, there is a sudden change in
prices of products, difficulty in procuring raw materials, unexpected moves by competitors,
tactical plans will help in meeting such unforeseetuations. The success of tactical plans
depends upon the speed and flexibility with which management acts to meet sudden
situations. Operational planning is mainly concerned with the efficient use of resources already
allocated and with the development af control mechanism to ensure efficient implementation

of the action so that business objectives are achieved.

STEPS OF PLANNING PROCESS

Following steps are taken in planning process:

1. Recognizing Need for ActioMhe first step in planning process is the awareness of business
opportunity and the need for taking action. Present and future opportunities must be found so
that planning may be undertaken for them. The trend of economic situation should also be
visualizel. For example, if thinking of the government is to develop rural areas as industrial
centres, a farsighted businessman will think of setting up units suitable to that environment and
will avail the facilities offered for this purpose. Before venturing inew areas the pros and
cons of such projects should be evaluated. A beginning should be made only after going
through a detailed analysis of the new opportunity.



2. Gathering Necessary InformationBefore actual planning is initiated relevant facts aiglifes

are collected. All information relating to operations of the business should be collected in
detail. The type of customers to be dealt with, the circumstances under which goods are to be
provided, value of products to the customers, etc. should tuelisd in detail. The facts and
figures collected will help in framing realistic plans.

3. Laying Down Objective©bjectives are the goals which the management tries to achieve. The
objectives are the end products and all energies are diverted to acthese goals. Goals are a
thread which bind the whole company. Planning starts with the determination of objectives.
The tie between planning and objectives helps employees to understand their duties.
Objectives are the guides of employees. It is esseiltiat objectives should be properly
formulated and communicated to all members of the organization.

4. Determining Planning Premise®lanning is always for uncertain future. Though nothing may
be certain in the coming period but still certain assumptiondl Wwave to be made for
formulating plans. Forecasts are essential for planning even if all may not prove correct. A
forecast means the assumption of future events. The behaviour of certain variables is
forecasted for constituting planning premises.

Forecasts will gemally be made for the following

(a) The expectation of demand for the produdts) The likely volume of productioft) The
anticipation of costs and the likely prices at which products will be markg@tethe supply ofabour
raw materials etc(e) The economic policies of the governmefij.The changing pattern of consumer
preferences(g) The impact of technological changes on production procegkg$he sources for
supply of funds.

It is on the basis of thestorecasts that planning is undertaken. The success or failure of

planning will depend upon the forecasts for various factors mentioned above. If the forecasts
are accurate then planning will also be reliable. The effect of various factors should belgareful

weighed.

5. Examining Alterative Course of ActionThe next step in planning will be choosing the best

course of action. There are a number of ways of doing a thing. The planner should study all the
alternatives and then a final selection should be maBest results will be achieved only when
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should be weighed before anfal selection.

6. Evaluation of Action PatternsAfter choosing a course of action, the next step will be to make
an evaluation of those courses of actions. Evaluation will involve the study of performance of
various actions. Various factors will be weidhegainst each other. A course of action may be
suitable but it may involve huge investments and the other may involve less amount but it may
not be very profitable. The evaluation of various action patterns is essential for proper
planning.



7. DeterminingSeconday Plans:Once a main plan is formulated then a number of supportive
plans are required. In fact secondary plans are meant for the implementation of principal plan.
For example, once production plan is decided then a number of plans for procurexhesy
materials, purchase of plant and equipment, recruitment of personnel will be required. All
secondary plans will be a part of the main plan.

8. Implementation of PlansThe last step in planning process is the implementation part. The
planning show be put into action so that business objectives may be achieved. The
implementation will require establishment of policies, procedures, standards and budgets.
These tools will enable a better implementation of plans.

Limitations of planning:Following arehe limitations of planning:

(1) Plannhg Creates RigidityAlthough the quality of flexibility is inherent in planning, meaning
thereby that in case of need changes can be brought in, but it must be admitted that only small
changes are possible. Big changes are neither possible nor in the interest of the organisat
Since it is not possible to introduce desired changes according to the changed situations, the
organisation loses many chances of earning profits. For this limited flexibility in planning, both
the internal as well as external factors are responsifileese facts are called internal and
external inflexibility. They are the following:

() Internal Inflexibility:At the time of planning the objectives of the organisation, its policies,
procedures, rules, programmes, etc. are determined. It is very wliffic bring in changes time
and again. It is known as internal inflexibility,

(i) External InflexibilityExternal inflexibility means various external factors that cause limited
flexibility in planningThese factors are beyond the control of the plarsieThe chief among

them are: political climate, economic changes, technical changes, natural calamities, policies of
the competitors, etcFor example, in political context, as a result of change, a new government
brings up a new trade policy, policy aiation, import policy, etc. All these changes make every
sort of planning a meaningless waste. Similarly, a change in the policies of the competitors
suddenly makes all types of planning ineffective.

(2) Planning Does Not Work in a Dynamic EnvironmeéPlnning is based on the anticipation of
future happenings. Since future is uncertain and dynamic, therefore, the future anticipations
are not always true. Therefore, to consider planning as the basis of sucdéssadeap in the
dark.Generally, a longeperiod of planning makes it less effective. Therefore, it can be said that
planning does at work in dynamic environmeng&or example, a company anticipated that the
government was thinking about allowing the export of some particular product. Witthtipe

the same company started manufacturing that product. But the government did not allow the
export of this product. In this way, the wrong anticipation proved all planning wrong or
incorrect. Itbrought loss instead of profit.



(3) Planning Reduces Credty: Under planning all the activities connected with the attainment

of objectives of the organisation are pdetermined. Consequently, everybody works as they

have been directed to do and as itdhheen made clear in the plariBherefore, it checks the
incisiveness. It means that they do not think about appropriate ways of discovering new
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(4) Planning Involves HegCostsPlanning is a small work but its process is really big. Planning
becomes meaningful only after traversing a long path. It takks af time to cover this path.
During this entire period the managers remain busy in collecting a lot of informatnzh
analysing it. In this way, when so many people remain busy in the same activity, the
organisaton is bound to face huge costs.

(5) Planning is a Timeonsuming Procesd?lanning is a blessing in facing a definite situation but
because of its long press it cannot face sudden emergencies. Sudden emergencies can be in
the form of some unforeseen problem or some opportunity of profits and there has been no
planning for all these situations beforehand and whiatwnrequires immediate decisionn

such a #uation, if the manager thinks of completing the planning process before taking some
decision, it may be possible that the situations may worsen or the chance of earning profit may
slip away. Thus, planning is time consuming and it delays action.

(6) Plaming Does Not Guarantee SucceSometimes the managers think that planning solves all
their problems. Such thinking makes them neglect their real work and the adverse effect of
such an attitude has to be faced by the organisatlarthis way, planning ¢érs the managers a

false sense of security and makes them careless. Hence, we can say that mere planning does
not ensure success; rather efforts have to be made for it.

DECISIOIMAKING:

A decision is an act of selection or choice of one action Beweral alternatives.

DecisioAmaking is the process of selecting a best alternative course of action; from among a
number of alternatives given to management or developed by it after carefully and critically
examining each alternative.

Following are given few populardefinitions of decisiormaking:

G 5 S O-makih@ 16 the selection based on some criteria from two or more possible
alternatives¢ -G.R. Terry

oDecisioAmaking is a course of action chosen by a manager as the most effective means at his
dispasal for achieving goals and solving probl@ésTheo Haimann



In the words of D. E. Mcfarlandc! RSOA&A2Y A& |y |0OG 2F OK2AOS
conclusion about what must be done in a given situation. A decision represents behaviour
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The definition of decisiomaking has three different but intenelated implicationsThese are as
follows:

1. When the managers make decisions, they exercise choice. They decide what to do on the
basis of some conscious addliberate logic or judgement.

2. When making a decision the managers are faced with alternatives. An organisation does not
take a wise manager to reach a decision when there are no other possible choices. It does
require wisdom and experience to evaluate salaltermatives and select the best one.

3. When taking a decision, the managers have a purpose. They propose and analyse the
alternative courses of action and finally make a choice that is likely to move the organisation in
the direction of its goals.

Relationship between decision and dewikiog:

From the definitions of decision and decismaking, it follows that decision making is a
process; a decision is the outcome of this process. Accordingly, the better the dwueisiog
process; tk better would be the decisions emerging out of it leading to an efficient commitment
of precious organisational resources.

Subject Matter of Decision Making:

Decisioamaking is common to all of us, in our daily lives. In fact, every action of an indiladua
based on the decisions taken by himef-concerning various matter§Sometimes we take major
decisions and are highly conscious about them. Minor or routine decisions, however, are taken
by us; without ourselves realising the fact thatlecision is bieg taken by usk-or example, the
decision of a person to buy a bottle of sdliink on a scorching summer day is a decision;
without the person, being aware of the fact, that a decision is being taken by him/her. For
major decisions, however, one is vagnscious, careful and alert; atakes them in a planned
mannerin the context of business management also, deciwm@king iIs a common
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decisionsmajor or minor¢ within the limits of their authority, concerning their work field. In
fact, whatever a manager does; he does so through decisiaking. It is the thread that runs
through the whole fabric of managemen&ound decisions by managers lead to sound actions
on their part; and, accordingly, better and efficient attainment of organizational objectives is
facilitated.

Chamcteristics of DecisiofMaking: From definitions and elements we can draw the following
important features of managerial decisions:



1. Rational Thinking: It is invariably based on rational thinking. Since the human brain with its
ability to learn, remember and relate many complex factors, makes the rationality possible.

2. Processlt is the process followed by deliberations and reasoning.

3. Seletive: It is selective, i.e. it is the choice of the best course among alternatives. In other
words, decision involves selection of the best course from among the available alternative
courses that are identified by the decisiomaker.

4. Purposivelt isusually purposive i.e. it relates to the end. The solution to a problem provides
an effective means to the desired goal or end.

5. Positive: Although every decision is usually positive sometimes certain decisions may be
negative and may just be a decisiont to decide. For instance, the manufacturers of VOX

Wagan car once decided not to change the model (body style) and size of the car although the
other rival enterprise (i.e. the Ford Corporation) was planning to introduce a new model every

year, in the \$A.That a negative decision and is equally important was stressed by Chester |.
Bernardone of the pioneers in Management ThoughtK 2 206 a8 SNIWSRX G ¢KS FAY S
decision consists in not deciding questions that are not now pertinent, in not idecid
prematurely, in not making decisions that cannot be made effective, and in not making
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6. Commitment:Every decision is based on the concept of commitment. In other words, the
Management is committed to every decisidrtakes for two reasonsviz., (/) it promotes the
stability of the concern and (ii) every decision taken becomes a part of the expectations of the
people involved in the organisatiorDecisions are usually so much intetated to the
organisational I of an enterprise that any change in one area of activity may change the other
areas too. As such, the Manager is committed to decisions not only from the time that they are
taken but upto their successfully implementation.

7. Evaluation: Decisioamaking involves evaluation in two ways, viz., (i) the executive must
evaluate the alternatives, and (ii) he should evaluate the results of the decisions taken by him

Features of DecisioiMaking: Following are the major features or characteristics of managerial
decisionmaking:

(i) DecisionMaking is GoalOriented: Each and every decision of management major or minor
must make, at least, some contribution towards the attainment of organisational objectives. In
case otherwise, decisiamaking is a wasteful activit involving only a sheer wastage of the
time, energy and efforts of managers, and precious organisational resources.

(ii) DecisioAMaking is Pervasivahere are three dimensions of the pervasiveness of decision
making; viz{a) All managers in the managemt hierarchy take decisions, within the limits of
their authority, pertaining to their areas of functionin¢p) Decisiommaking is done in all



functional areas of management e.g. production, marketing, finance, personnel, research and
development etdc) Decisioamaking is inherent in all functions of management i.e. planning,
organising, staffing, directing and controlling.

(ii) DecisioAMaking is an Intellectual Exercis®ecisioamaking calls for creativity and imagination

on the part of managers; inhat decision-making forces managers to think in terms of
developing best objectives and best alternatives for attaining those objectives. In fact, the more
intelligent a manager is; the better would be the decistamaking done by him.

(iv) DecisioAMaking Involves a Problem of ChoicBrecisioamaking is fundamentally a choosing
problem i.e. a problem of choosing the best alternative, from out of a number of alternatives, in
a rational and scientific manner. If in a managerial decisiaking situation, kernatives do

not exist; then there is no decisiamaking problem involved in that situatioRurther, more are

the alternatives that are available in a situation; the more complicated the deemsaiing
process is likely to be.

(v) DecisioaMaking is a Continuous ProcessDecisioamaking process commences since the
inception of business and continues throughout the organisational life. All managers take
decisions for organisational purposes; so long as the enterprise is in existence. In fact, decision
making is also involved in the process of liquidating or winding up a business enterprise.

(vi) DecisioAMaking is the Basis of ActiorAll actions of people operating the enterprise are based
on the decisions taken by management-&igis organisational ises. In fact, the quality of
actions by people well depends on the quality of decisions taken by management.

(vii) DecisioAMaking Implies a Commitmat of Organisational ResourcesCommitment of
organisational resources time, efforts, energies, physicabueces etc. is implied both during

the process of taking decisions and more particularly, at time of implementation of decisions.
Right decisions, accordingly, imply a right commitment of resources; and wrong decisions imply
a wrong commitment of preciousrganisational resources.

(viii) Dedsion-Making is Situational:Decisioamaking much depends on the situation facing the

management; at the time when a decistomaking problem crops up. Whenever the situation

changes; decisiemaking also changes; edgcisionmaking by management on similar issues

is radically different during boom conditions and during conditions of recession or depression.

Features of decision-making - at a glance
1. Goal-oriented

Pervasive.

Intellectual exercise

A problem of choice

Continuous process

Basis of action
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Implies commitment of organisational resources
8. Situational




Types of Decisionsin fact, is a sort of Herculean task to list out all the decisions which
managers ta& during the course of organisation life; as decisions taken by managers are
numberless stretching from tiny to gigantic decisions? Yet, one could attempt the following
classifications of managerial decisionso have an idea of the basic nature and vaes of
managerial decisions.

(i) Person& and Organisational DecisionsPersonal decisions are those which are taken by
managers concerning their personal life matters. On the other hand, organisational decisions
are those which are taken by managersthe context of organisation and for furthering the
objectives of the organisation.The highlight of the above distinction between personal and
organisational decisions is that sometimes, personal decisions of managers have got
organisational implications;ral then such personal decisions must be taken by managers, in
the best interests of the organisatioRor example, the decision of a manager to proceed on a
long leave is a personal decision of the manager. But then, in the interest of the organisation,
he must appoint some deputy to act on his behalf, till he returns.

(i) Casual and Routine DecisiorSasual decisions (whether more significant or less significant)
are those which are taken only on some special issues concerning organisational life e.g. a
decision to install a new piece of machinery. Casual decisions of a significant nature are taken at
upper levels of management. Insignificant casual decisions may, however, be permitted even at
lower levels of managemen®n the other hand, routine decisis are those which are taken in

large numbers during the normal course of organisational life, with repeated frequency. A
major number of routine decisions are taken at operational levels of manager®est.should

not suppose that routine decisions are raken at upper levels of management. Top ranking
managers also indulge in routine decisioaking. However, the number of routine decisions

and their frequency at top levels of management is rather restricted.

(iii) Strategic and Tactical Decision®ecisons relating to designing of strategies are strategic
decisions i.e. decisions of utmost significance for the organisation. Such decisions are taken at
uppermost levels of management. For implementation purposes, strategies are translated into
operational plans or tactical decisions. Such tactical decisions are taken at middle and lower
levels of management.

(iv) Policy and Operative Decision& policy decision is a decision in the nature of guidance and
instruction; which defines and confines the areadicretion of subordinates, in matters of
decisionmaking. Naturally policies are decided by superiors for the guidance of subordinates.
Decisions of subordinates taken within the prescribed limits and guidance of policies are, in
management terminologycalled operative decisions.

(v) Programmed and No#Programmed DecisionsProgrammed decisions are those which are
taken within the framework of the existing plans of the organisation; and for taking which
prescribed policies, rules, procedures and methads available with the organisation. Such
decisions do not pose much problem for manageéds the other hand, noiprogrammed
decisions are those for taking which there is no provision in the existing planning framework of



the organisation. Such decisionseawarranted by extra-ordinary exceptional or emergency
situations.For example, if workers are on strike on a particular day; such a situation will call for
an unprogrammed decision as to how to deal with the wosdituation on that day. Non
programmed @cisions are taken by managers confronting emergency situations, in
consultation with higher levels of management.

(vi) Individual and Collective Decisiong:his classification of decisions rests on the manner of
decisionmaking. An individual (not persohalecision is one which is taken by a manager in his
individual capacity, without being in consultation with any other person, whatsoever. Such
RSOAaA2ya |NB RAOGFG2NRI € 2NJ FdzOK2NRGENRFY A
organisation.On the other hand, collective decisions are those which are jointly taken by a

group of managers and other persomsthrough a process of mutual consultatiorgsin

meetings or committees or other joint forum. Such decisions are democratic in nature.

(vii) Finan¢al and Nonfinancial DecisionsFinancial decisions are those which involve financial
implications or commitment of organisational finances. In fact, most of the management
decisions are financial in nature. On the other hand,-financial decisions artose which do

not involve financial implications; e.g. a decisasking people to be punctual for the
organisation or a decisieasking people not to accept gifts from suppliers or othémsa way,
non-financial decisions may also be very significanttie organisation.

Rationality in DecisMaking:For examining the issue of rationality in decismmaking, we
consider the following two models of human behavior:

1. Economiaman model and 2. Administrative man model

1. EconomieMan Model: Economic man model of human behaviour is a gift of Economic
Theory, and is propagated by Adam Smith and other classical economists. According to them,
man is a completely rational being (a rational being is one who proceeds acctwdayic, in

all his/her actions)For example, a consumer will always try to maximize his satisfaction from
the use of limited means, at his disposal by being fully rational in his approach to
consumption.A producer, likewise, will always try to maxamiss profits by attempting an
optimum combination of factors of production or by deriving maximum output from minimum
inputs by following a fully rational approach-asis his productive operation3.his economic

man model cannot be applied to managevhile taking decisions. A rational manager is one
who analyses all the alternatives in the decisioaking situation; and then takes a decision in a
fully rational manner. Managers must be rational in decigiteking; but cannot be absolutely
rationale in their approachk & a4 dz33S&a G SRYloy2 YRRBAYERYADS Ol dza S
limitations.

2. Administrative Man ModelAdministrative man model of human behaviasrsuggested by

Prof. Herbert Simon, a welknown Economist and Nobel laureate. This model of human
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limited rationality); according to which managers canrbgonal only in a limited way, during




the process of decisiemaking. They cannot develop and evaluate all the possible alternatives
in the decisioamaking situation. They just analyses a limited number of alternatives and take a
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Environmentsof Decisions Making:
Certainty, Uncertainty and Risk

The decisions are taken in different types of environment. The type of environment also
influences the way the decision is madd@here are three types of environment wwhich
decisions are made.

1. Certainty:In this type of decision making environment, there is only one type of event that
can take place. It is very difficult to find complete certainty in most of the business decisions.
However, in many routine type ofedisions, almost complete certainty can be noticed. These
decisions, generally, are of very little significance to the success of business.

2. Uncertainty In the environment of uncertainty, more than one type of event can take place
and the decision makas completely in dark regarding the event that is likely to take place. The
decision maker is not in a position, even to assign the probabilities of hap-pening of the events.
Such situations generally arise in cases where happening of the event is detdrhyi external
factors.For example, demand for the product, moves of competitors, etc. are the factors that
involve uncertainty.

3. Risk:Under the condition of risk, there are more than one possi-ble events that can take
place. However, the decision makhas adequate information to assign probability to the
happening or nonhappening of each possible event. Such information is generally based on
the past experienceVirtually, every decision in a modern business enterprise is based on
interplay of a nmber of factors. New tools of analysis of such decision making situations are
being developed. These tools include risk analysis, decision trees and preference theory.
Modern infor-mation systems help in using these techniques for decision making under
conditions of uncertainty and risk.



UNIT I

ORGANISING AND ORGANISATION:
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diffe-rent elements or parts of an enterprise are brought together to obtain a desired result.

This process places the enterprise into working order by defining and allocating the duties and
responsibilities of different employees and provides it with etleing useful to its
function-ing raw material, tools, capital and personnel.

It thus combines and cordinates their ac-tivities for commonness of purpose. So the term

W2 NHI Y A & A yoRliQation ¥ridiarfasgg@me #f men and materials of an undertghn

order to achieve a certain purpos&Vhen used in the other sense, the tet’hh NH | yish a A y 3 Q
understood as the creation of a structure of relationships among various positions and jobs for

the realisation of the objec-tives and goals of the enterprisghis sense$h NB | y Asdhe G A 2 y Q
vehicle through which goals are sought to be attained.

Organizing is the function of management which follows planning. It is a function in which the
synchronization and combination of human, physical and financiatress takes place. All the
three resources are important to get resulfBherefore, organizational function helps in
achievement of results which in fact is important for the functioning of a concern. According to
/ KSaidSNJ OrgaNdihg NI Junctio by which the concern is able to define the role
positions, the jobs related and the-oadination between authority and responsibility. Hence, a
manager always has to organize in order to get results.

Organizing procesa manager performs organizing fuimn with the help of following
steps:

1. Identification and Division of workThe organising function begins with the division of total

work into smaller units. Each undf total work is called a joAnd an individual in the
organisationis assigned one job only. The division of work into smaller jobs leads to
specialization because jobs are assigned to individuals according to their qualifications and
capabilities. The division of work leads to systematic working. For example, in aebaryk
individual is assigned a job. One cashier accepts cash, one cashier makes payments, one person
issues cheque books, one person receives cheques, etc. With division of work into jobs the
banks work very smoothly and systematically.

2. Grouping tle Jols and DepartmentalisationAfter dividing the work in smaller jobs, related and
similar jobs are grouped together and put under one department. The departmentation or
grouping of jobs can be done by the organisation in different waystf&@umost commortwo
ways are:



(a) Functional departmentationUnder this method jobs related to common function are
grouped under one department. For example, all the jobs related to production are grouped
under production department; jobs related to sales are groupedear sales department and so

on.

(b) Divisional departmentationWhen an organisation is producing more than one type of
products then they prefer divisional departmentation. Under this jobs related to one product
are grouped under one department. For exampif an organisation is producing cosmetics,
textile and medicines then jobs related to production, sale and marketing of cosmetics are
grouped under one department, jobs related to textile under one and so on.

3. Assignment of DutiesAfter dividing the organisation into specialised departments each
individual working in different departments is assigned a duty matching to his skill and
gualifications. The work is assigned according to the ability of individuals. Employees are
assigned duties by giving ém a document called job description. This document clearly
defines the contents and responsibilities related to the job.

4. Establishing Reporting Relatiohip: After grouping the activities in different departments the
employees have to perform the jobnd to perform the job every individual needs some
authority. So, in the fourth step of organising process all the individuals are assigned some
authority matching to the job they have to perform.

The assignment of the authority results in creation of sigresubordinate relationship and the
guestion of who reports to whom is clarified. The individual of higher authority becomes the
superior and with less abibrity becomes the subordinat&Vith the establishment of authority,
managerial hierarchy gets crest (chain of command) and principle of scalar chain follows this
hierarchy. The establishment of authority also helps in creation ohagarial level.The
managers with maximum authority are considered as top level managers, managers with little
less authoity become part of middle level management and managers with minimum authority
are grouped in lower level management. So with establishment of the authority the individuals
can perform their jobs and everyone knows who will report to whom.

Importance of @ganizing Function

Specialization- Organizational structure is a network of relationships in which the work is
divided into units and departments. This division of work is helping in bringing specialization in
various activities of concern.

Well definedjobs - Organizational structure helps in putting right men on right job which can be
done by selecting people for various departments according to their qualifications, skill and
experience. This is helping in defining the jobs properly whiclfiegtherole of every person.

Clarifies authority - Organizational structure helps in clarifying the role positions to every
manager (status quo). This can be done by clarifying the powers to every manager and the way



he has to exercise those powers should beifiéal so that misuse of powers do not take place.
Well defined jobs and responsibilities attached helps in bringing efficiency into managers
working. This hips in increasing productivity.

Coordination - Organization is a means of creatingamlination among different departments

of the enterprise. It creates clear cut relationships among positions and ensure mutual co
operation among individuals. Harmony of work is brought by higher level managers exercising

their authority over interconnected asfities of lower level manageAuthority responsibility
relationships can be fruitful only when there is a formal relationship between the two. For
smooth running of an organization, the-codination between authority responsibility is very

important. There Bould be ceordination between different relationships. Clarity should be

made for having an ultimate responsibility attached to every authority. There is a saying,
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important.

Effective administration- The organization structure is helpful in defining the jobs positions. The
roles to be performed by different managease clarified. Specialization is achieved through
division of work. This all leads to efficient and effective administration.

Growth and diversificaton-! O2 YLJ y&Qa 3INRGIK A& G2aGrftteée RSL
smoothly a concern works. Efficiencgncbe brought about by clarifying the role positions to

the managers, cordination between authority and responsibility and concentrating on
specialization. In addition to this, a company can diversify if its potential grow. This is possible

only when theorganization structure is weltefined. This is possible through a set of formal
structure.

Sense of securityOrganizational structure clarifies the job positions. The roles assigned to every
manager is clear. Gardination is possible. Therefore, dlgrof powers helps automatically in
increasing mental satisfaction and thereby a sense of security in a concern. This is very
important for job- satisfaction.

Scope for new changes Where the roles and activities to be performed are clear and every
persa gets independence in his working, this provides enough space to a manager to develop
his talents and flourish his knowledge. A manager gets ready for taking independent decisions
which can be a road or path to adoption of new techniques of productioms $tope for
bringing new changes into the running of an enterprise is possible only through a set of
organizational structure.

Principles of Organizing

The organizing process can be done efficiently if the managers have certain guidelines so that
they cantake decisions and can act. To organize in an effective manner, the following principles
of organization can be used by a manager.



1.Principle of SpecializatianAccording to the principle, the whole work of a concern should be
divided amongst the subondates on the basis of qualifications, abilities and skills. It is through
division of work specialization can be achieved whichltesu effective organization.

2.Principle of Functional DefinitiorAccording to this principle, all the functions in a cemc
should be completely and clearly defined to the managers and subordinates. This can be done
by clearly defining the duties, responsibilities, authority and relationships of people towards
each other. Clarifications in authoritgsponsibility relationips helps in achieving €o
ordination and thereby organization can take place effectively. For example, the primary
functions of production, marketing and finance and the authority responsibility relationships in
these departments shouldbe clearly definéal every person attached to that department.
Clarification in the authorityesponsibility relationship helps in efficient organization.

3.Principlesof Span of Control/SupervisioAccording to this principle, span of control is a span of
supervision which depicts the number of employees that can be handled and controlled
effectively by a single manager. According to this principle, a manager should be able to handle
what number of enployees under him should be decided. This decision can be taken by
choosing either froma wide or narrow span. There are two types of span of centrol:

Wide span of contrellt is one in which a manager can supervise and control effectively a
large groy of persons at one time. The features of this span-are:

Less overhead cost of supervision
Prompt response from the employees
Better communication

Better supervision

Better coeordination

Suitable for repetitive jobs
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According to this span, one manager cfectively and efficiently handle a large number of
subordinates at one time.

Narrow span of contrelAccording to this span, the work and authority is divided amongst
many subordinates and a manager doesn't supervises and control a very big groupptd peo
under him. The manager according to a narrow span supervises a selected number of
employees at one time. The features are:

1 Work which requires tight control and supervision, for example, handicrafts, ivory work,
etc. which requires craftsmanship, tleenarrow span is more helpful.

Coordination is difficult to be achieved.

Communication gaps can come.

Messages can be distorted.

Specialization work can be achieved.
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Factors influencing Span of Control

Managerial abilitis the concerns where managers are capable, qualified and experienced, wide
span of control is always helpful.

Competence of subordinaWere the subordinates are capable and competent and their
understanding levels are proper, the subordinates tendeoy frequently visit the superiors for
solving their problems. In such cases, the manager can handle large number of employees.
Hence wide span is suitable.

Nature of work the work is of repetitive nature, wide span of supervision is more helpful. On
the other hand, if work requires mental skill or craftsmanship, tight control and supervision is
required in which narrow span is more helpful.

Delegation of authel#hen the work is delegated to lower levels in an efficient and proper way,
confusionsare less and congeniality of the environment can be maintained. In such cases, wide
span of control is suitable and the supervisors can manage and control large number of sub
ordinates at one time.

Degree of decentralizatidecentralization is done inrder to achieve specialization in which
authority is shared by many people and managers at different levels. In such cases, a tall
structure is helpful. There are certain concerns where decentralization is done in very effective
way which results in dire@nd personal communication between superiors and-sardinates

and there the superiors can manage large number of subordinates very easily. In such cases,
wide span again helps.

4.Principle of ScalaChainScalar chain is a chain of command or authasibjch flows from top

to bottom. With a chain of authority available, wastages of resources are minimized,
communication is affected, overlapping of work is avoided and easy organization takes place. A
scalar chain of command facilitates work flow in anamigation which helps in achievement of
effective results. As the authority flows from top to bottom, it clarifies the authority positions

to managers at all level and that facilitates effective organization.

5.Principle of Unity of Commandt implies onesubordinateone superior relationship. Every
subordinate is answerable and accountable to one boss at one time. This helps in avoiding
communication gaps and feedback and response is prompt. Unity of command also helps in
effective combination of resourceshat is, physical, financial resources which helps in easy co
ordination and, therefore, effective organization.

Authority Flows from Top to Bottom



Managing Director
@
Marketing Manager
@
Sales/ Media Manager
0]
Salesmen

According to the above diagram, the Managing Director has got the highest level of authority.
This authority is shared by the Marketing Manager who shares his authority with the Sales
Manager. From this chain of hierarchy, the offiothlain of communication becomes clear
which is helpful in achievement of results and which provides stability to a concern. This scalar
chain of command always flow from top to bottom and it defines the authority positions of
different managers at differenievels.

Classification of Organization®rganizations are basically clasified on the basis of
relationships. There are two types of organizations formed on the basis of relationships in an
organization

Formal Organization This is one which refers to &wscture of well defined jobs each bearing a
measure of authority and responsibility. It is a conscious determination by which people
accomplish goals by adhering to the norms laid down by the structure. This kind of organization
is an arbitrary set up inwhich each person is responsible for his performance. Formal
organization has a formal set up to achieve-ftetermined goals.

Informal Organization - It refers to a network of personal and social relationships which
spontaneously originates within the formal set up. Informal organizations develop relationships
which are built on likes, dislikes, feelings and emotions. Therefore, the network of socipkg
based on friendships can be called as informal organizations. There is no conscious effort made
to have informal organization. It emerges from the formal organization and it is not based on
any rules and regulations as in case of formal organization.

Relationship between Formal and Informal Organizations

For a concerns working both formal and informal organization are important. Formal
organization originates from the set organizational structure and informal organization
originates from fomal organization. For an efficient organization, both formal and
informal organizations are required. They ahe two phase of a same concdfarmal



organization can work independently. But informal organization depends totally upon
the formal organizatia.

Formal and informal organization helps in bringing efficient working organization and
smoothness in a concern. Within the formal organization, the members undertake the
assigned duties in eoperation with each other. They interact and communicate
amongst themselves. Therefore, both formal and informal organizations are important.
When several people work together for achievement of organizational goals, social tie
ups tends to built and therefore informal organization helps to secu@peacation by
which goals can be achieved smooth. Therefore, we can say that informal organization
emerges from formal organization.

Typesof OrganisationalStructures

All managers must bear that there are two organisations they must dealamiéformal and

the other informal.The formal organisation in usually delineated by an organisational chart and
job descriptions. The official reporting relationships arearly known to every manager.
Alongside the formal organisation exists are informajamisation which is a set of evolving
relationships and patterns of human interaction within an organisation #rat not officially
prescribed.

Formal organisational structures are categorised as:
() Line organisational structure.

(i) Staff or furartal authority organisational structure.
(i) Line and staff organisational structure.

(iv) Committee organisational structure.

(v) Divisional organisational structure.

(vi) Project organisational structure.

(vii) Matrix organisational structure and

(viii) Hybrid organisational structure.
These organisational structures are briefly dessdiin the following paragraphs:

1. Line Organisational StructureA line organisation has only direct, vertical relationships
between different levels in the firmThere are only line departmentdepartments directly
involved in accomplishing the primary goal of the organisation. For example, in a typical firm,
line departments include production and marketing. In a line organisation authority follows the



chain of conmand. Exhibit 10.3 illustrates a single line organisational structure.

Exhibit 10.3 : Line Organisational Structure

CEO
Manager Manaqer
(Production) (Marketing)
Foreman Foreman Sales Officer Sales Officer
(Fabrication) (Assembly) (A) (B)
| Workers J I Workers l ISalespersonsI lSalespersoE]

Features:Has only direct vertical relationships between different levels in the firm.

Advantages: 1. Tends to simplify and clarify authority, responsibilitpdaaccountability
relationships2. Promotes fastlecision makin@. Simple to understand.

Disadvantagesi. Neglects specialists in planni@gOverloads key persons.
Some of the advantages of a pure line organisation are:

() A line structure tends to simplify and clarify responsibility, authority and accountability
relationships. The levels of responsibility and authority are likely b precise and
understandable (ii) A line structure promotes fastatision making andélexibility.(iii) Because
line organisations are usually small, managements and employees have greater closeness.

However, there are som disadvantages also. They af@: As the firm grows larger, line
organisition becomes more ineffectiveii) Improvedspeed and flexibility may not offset the
lack of sgcialized knowledgdiii) Managers may have to beme experts in too many fields.

(iv) There is a tendency to become overly dependent on the few key people who an perform
numerous jobs.

2. Staff or Funconal Authority Organisational StructureThe jobs or positions in an organisation
can be categorized as:

() Line position:a position in the direct chain of command that is responsible for the
FOKAS@GSYSyd 2F |y 2NHIYyAaAl A2y Qa 32Ff& FyR

(i) Staff position:A position intended to provide expertise, advice and support for the line
positions.



The line officers or managers have the direct authority (known as line authority) to be exercised
by them to achieve the organisational goals. The staff officers or nemsdwave staff authority
(i.e., authority to advice the line) over the line. This is also knowaragional authority.

An organisation where staffepartments have authority over line personnel in narrow areas of

specialization is known as functional authority organisation. Exhibit 10.4 illustrates a staff or
functional authority organisational structure.

Exhibit 10.4 : Staff or Functional Authority Organisational Structure

]
‘ ! I : !

Diractor Director Director Director Director
(Personnel) (Quality Control) (Production) (R&D) (Finance)
? I Line authority
——» Line authority i GM(QC) -y |
Foreemnweaasan > S ablans
| Staff authority | (Production)
---«4 Staff authority ! RS l
i
i Manager (Q.C.) | Manager
o e ] (Works)
!
I: l Legend : QC = Quality Control
' Q.C. Engineer GM = General Manager
bommm e » Foremen R & D = Research and

Davalopment

|

b 00 0m 0 00 E Waorkers

In the line organisation, the line managecannot be experts in all the functions they are
required to perform. But in the functional authority organisation, staff personnel who are

specialists in some fields are given functional authority (The right of staff specialists to issue
orders in theirown names in designated areas).

The principle of unity of command is violated when functional authority exists i.e., a worker or a
group of workers may have to receive instructions or orders from the line supervisor as well as
the staff specialist which ay result in confusion and the conflicting orders from multiple
sources may lead to increased ineffectiveness. Some staff specialists may exert direct authority
over the line personnel, rather than exert advice authority (for example, quality control
inspector may direct the worker as well as advise in matters related to quality).



3. Line and Staff Organisational Struce: Most large organisations belong to this type of
organisational structure. These organisations have direct, vertical relationships dmetwe
different levels and also specialists responsible for advising and assisting line managers. Such
organisations have both line and staff departments. Staff departments provide line people with
advice and assistance in specialized areas (for exampleitygoahtrol advising production
department).

Exhibit 10.5 ; Line and Staff Organisational Structure

A I S N S

DIR | DIR DIR DIR DIR [?IR
(HR) | | (QC) (MKTG) (PRODM (R&D) (FIN)

'
Line Authority i -

Staff responsibility

"

!

1

|

1 G.M (Personnel) GM

' > (MFG) ‘ ;
'

: l

|

| Manager (Personnel) ;
— B MGR » SHE

(Works)

!

Personnei officers £ M/ '

g

| Supervisor

Personnel Assistants > Workers
Legend: DIR - Director
HR - Human Resources QC - Quality Control
MKTG - Marketing PRODN - Production
R & D — Research and Development FIN - Finance
MFG - Manufacturing GM - General Manager
MGR - Manager FM - Foreman

Exhibit 10.5 illustrates the line and staff organisational chart. The line functions are production
and marketing whereas the staff functions include personnel, quality control, research and
development, finane, accounting etc. The staff authority of functional authority organisational
structure is replaced by staff responsibility so that the principle afyuaf command is not
violated.



Three types of specialized staffs can be identified:

(i) Advising, (ii) Service ar(di) Control.

Some staffs perform only one of these functions but some may perform two or all the three

functions. The primary advantage is the use of expertise of staff specialists by the line
personnel. The span of control e managers can be increased because they are relieved of

many functions which the staff people perform to assist the line.

Someadvantagesare: (i) Even through a line and staff structure alloWwgher flexibility and
specialization it may create conflict tweeen line and staff personne(ii) Line managers may
not like staff personnel telling them what to do and how to do it even though they recognize
thespecia A4 GaQ 1y26ft S@EESSmelstAfRpedplE hageNtiffidubly Sdjusting to the
role, especially when line manageare reluctant to accept advicéiv) Staff people may resent
their lack of authority and this may cause line and staff conflict.

Features: 1. Line and staff have direct vertical relatghip between different level. Staff
specialists are responsible for advising and assisting line mareffiees's in specialized areas.
3. These types of specialized staff are (a) Advisory, (b) ServiGancyl e.g.,

(a)Advisory: Management information system, Operation Research and Quantitative
Techniques, Indusal Engineering, Planning etc

(b) ServiceMaintenance, Purchase, Stores, Finance, Marketing.
(c) Control:Quality control, Costcontrol, dzZRA G Ay 3 SiOd ! RGFy il 3S4Q

(i) Use ofexpertise of staff specialis(@) Span of control can be increasddi) Relieves line
authorities of rodine and specialized decisior(s/) No need for all round executives.

Disadvantagegi) Conflict betweerine and staff may still aris¢ii) Staff officers mayesent their
lack of authority(iii) Coordination between line and staff may become difficult.

4.Committee Organisationabtructure

Features:(a) Formed for managg certain problems/situationgb) Are temporary decisions.
Advantagesl1. Committee decisions areeltter than individual decision&. Better interaction
between committee members leads to better -oodination of activities 3. Committee
members can be motivated to pariate in group desion making4. Group discussiomay
lead to creative thinking.



Disadvantages1. Committees may delay decisions, consume more time and hence more
expensive2. Group action may lead to compromise and indecigo®.. dzO{1 LJ} aaAy3aQ Yl

5. Divisional Organisational Structureln this type of structure, the organisation can have
different basis on which departments are formed. They d&fig:Function(ii) Product(iii)
Geographic territory(iv) Project andv) Combination approach.

Exhibit D.6 illustrates organisational structures formed based on the above basis of
departmentation.

Exhibit 10.6 : Divisional Organisational Structure (Departmentation)

Features : Structure based on division of work based on a functional activity
such as finance, marketing etc., or based on type of products manufactured oj
based on geographic location of the units or based on projects undertaken.

(a) Departmentation by Function

M.D. M.D.-Managing Director

G.M.—General Manager

| l l |

GM GM GM GM GM
(Fin) (Mktg) (Prodn.) (R&D) (Per)

(b) Departmentation by Product

(SLZ,.) |
—
) | S Lo =]

Mktg. Mgr | Mgr. Mktg. Mgr. Mktg. (Entertainment
(a Products) | (Video Products) Electronics Products)

(c) Departmentation by Geographic territory

GM
(Mktg)

[
I I

Mgr. Sales Mgr. Sales Mgr. Sales Mgr. Sales
(Northern Region) {Southern Region) (Westem (Eastern Region)

(d) Departmentation by Project

I Chief Executive I

[

Project Mgr. Project Mgr. Project Mgr
(Project A) (Project B) (Project C)

(e) Departmentation by combination approach (Combination of any two or more
bases discussed above).




5. Poject Organisational StructureThe line, line and staff and functional authority organisational
structures facilitate establishment and distribution oftharity for vertical coordination and
control rather than horizontal relationships. In some projects (complex activity consisting of a
number of interdependent and independent activities) work process may flow horizontally,
diagonally, upwards and downwadThe direction of work flow depends on the distribution of
talents and abilities in the organisation and the need to apply them to the problem that exists.
The cope up with such situations, project organisations and matrix organisations have
emerged.A poject organisation is a temporary organisation designed to achieve specific results
by using teams of specialists from different functional areas in the organisation. The project
team focuses all its energies, resources and results on the assigned pfjeet.the project

has been completed, the team members from various cross functional departments may go
back to their previous positions or may be assigned to a new project. Some of the examples of
projects are: research and development projects, produstelopment, construction of a new
plant, housing complex, shopping complex, bridge etc.

Exhibit 10.7 illustrates a project organisational structure.
Exhibit 10.7 : Project Organisational Structure
| M.D. |
GM GM GM
(Personnel) GM GM (Research & Quality GM
(Marketing) (Finance) Development control (Production
i A
) |
" |
Product | g—— ST = S =
Manager A l l l
R&D Tes! Technicians |g—
Engineer Enainear
Project
Manager B
R&D Test Technicians |«
Enaineer Enaineer

FeatureTemporary organisationdesigned to achieve specific results by using teams of
specialists from different functional areas in the organisation.

Importance of Pioject Organisational StructureProject organisational structure is ntos
valuable when(i) Work is defined by a speicifyoaland target date for completiofii) Work is
unique and unfamiliar to the organisatio(iii) Work is complex having independent activities
and specialized skills are necessary for accomplishnightWork is critical in terms of possible
gains olosses.(v) Work is not repetitive in nature.



Characteristics ofrBject organisationl. Personnel are assigned to a project from the existing
permanent organisation and are under the direction and control of the project mandgé&he
project manager specifies what effort is needed and when work will be performed whereas the
concerned department manager executes the work using his resouBc&he project manager
gets the needed support from production, quality control, enginegraic. for completion of

the project.4. The authority over the project team members is shared by project manager and
the respective functional managers in the permanent organisatmnThe services of the
specialists (project team members) are temporafibaned to the project manager till the
completion of the project6. There may be conflict between the project manager and the
departmental manager on the issue of exercising authority over team memberSince
authority relationships are overlappingitv possibilities of conflicts, informal relationships
between project manager and departmental managers (functional managers) become more
important than formal prescription of authority8. Full and free communication is essential
among those working orhe project.

6. Matrix Organisational Structurelt is a permanent organisation designed to achieve specific

results by using teams of specialists from different functional areas in the organisation. The
matrix organisation is illustrated in Exhibit 10.8.

Exhibit 10.8 : Matrix Organisational Structure

President
V.P (Research & ‘ V.P. | V.P. ‘ V.P. (Finance)
Development) (Operations) ] (Marketing)
|
== Manager ’__ Moo roMer 113 Ly D T 1 Mgr
{ Business ! A |"As | A As
- Manager LoMorr Mer Mgr 1] | Mgr
Business BelEd” CLrBe: e B.
Manager 1 _J i ;
_‘ Business f"’"jj"‘,Z,i"""'""'t'7""""’"""7 .
———" M§rCy: MgrC: Mgr Cs Mgr Cs

Feature: Superimposes a horizontal set of divisions and reporting relationships onto a
hierarchical functional structure

Advantagesl. Decentralised decision making).Strong product/project ceprdination.3. Improved
environmental monitoring4. Fast response to changs. Flexible use of resource6. Efficient use of
support systems.



Disadvantages: 1.High administration cost.2.Potential confusion over authority and
responsibility 3.High prospects of conflict4.Overemphasis on group decisianaking 5.
Excessive focus on internal relations.

This type of organisation is often used when the firm has to be highly responsive to a rapidly
changing external environmentin matrix structures, there are functional managers and
product (or project or hsiness group) managers. Functional manager are in charge of
specialized resources such as production, quality control, inventories, scheduling and
marketing. Product or business group managers are incharge of one or more products and are
authorized to pr@are product strategies or business group strategies and call on the various
functional managers for the necessary resourc&le problem with this structure is the
negative effects of dual authority similar to that of project organisation. The functional
managers may lose some of their authority because product managers are given the budgets to
purchase internal resources. In a matrix organisation, the product or business group managers
and functional managers have somewhat equal power. There is pogsibiliconflict and
frustration but the opportunity for prompt and efficient accomplishment is quite high.

7. Hybrid Organisational Structure:

Exhibit 10.9 (a) illustrates the hybrid organisational structure.

Exhibit 10.9 (a) : Hybrid Organisational Structure (IBM Structure)

Board of Directors

v

Management Committee
chairman of Board (A)
President (B)

Two vice presidents (C & D)

l

A A A A A A
V.P. V.P. V.P. Controller Mktg. Personnel
(Law & (R&D) (Science & (Finance & (Services
External Technology Resources) & Quality
B C C C
V.P. & GM V.P. & GM V.P. & GM V.P.&GM
(USA) (North (Asia) (Europe)

America)




Exhibit 10.9 (b) illustrates a combinatistructure

Exhibit 10.9 (b) : Combination Structure (Functional and geographic

divisions)

| Board of directors

v

Managing Committee

Sr. VP, Sr. V.P. Sr. V.P. SJ. V.P. Sr. V.P. Sr.|V.P.
(R&D) (R&D) (Finance) (Mktg.) (HRD) (Q.C.)
V.P V.P. V.P. V.P. V.P.
(Southemn (Northern (Eastern (Westemn (External
Units) Units) Units) Units)

Advantages:1. Alignment of corporate and divisional goal®. Functional expertise and

efficiency.3. Adaptability and flexibility in divisions.

Disadvantages 1. Conflicts between corporate departments and unit®. Excessive
administration oerhead.3. Slow response to exceptional situations.

Uses:Used in organisations that face considerable environmental uncertainty that can be met

through a divisional structure and that also required functional expertise or effici€hisgype

of structure is used by multinational companies operating in the global environment, for

example, International Business Machines USA. This kind of structure depends on factors such
as degree of international orientation and commitment. Multinatioakporations may have

their corporate offices in the country of origin and their international divisions established in
various countries reporting to the CEO or president at the headquarters. The international
divisions or foreign subsidiaries may be gped into regions such as North America, Asia,
Europe etc. and again each region may be subdivided into countries within each region.

While the focus is on international geographic structures, companies may also choose
functional or process or product deginentation in addition to geographic pattern while at the
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DEFINITION AND MEANING OF DELEGATION OF AUTHORITY:
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Delegation of Authority is an important step in organising.Ilt means granting of atythoy the
superior manager to his subordinates in order to accomplish particular assignnvéhes the
work of an executive increases so much in volume that he cannot cope with it, he has to divide

it among his subordinates.

ol

~
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This process of dividing thveork with others and giving them authority to do it is referred to as

W5 S S 3b,Deledayion thay be defined as the process of entrusting some part of the work
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involves granting the right to decisignaking in certain defined areas and charging the
subordinates with responsibility for carrying out the assigned tasks.

In the words of N. R. SpriegéDelegation is the act of conferring authority by higher sowfce
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The process of dividing up the work of an enterprise among people creates a number of jobs or
positions for both the managers and the operators. Organisation being a mechanism to provide
for integrated and cepperative action, all managetiand operating jobs are to be tied together

in a consistent manner. Delegation is the element that holds the jobs or positions together.The
chief executive of an enterprise cannot personally manage all the activ@iaaously, for the
individual departnents, there must be departmental managers and, for the divided sections of
a particular department, there should exist sectional managers. These de-partmental and
sectional managers derive their authority from the chief executive.

The chief executive dejates a part of his authority to different subordinates for enabling
them to dis-charge the work responsibilities or duties in all areas of the busimedslegating
authority, the chief executive retains some reserved authority for his own performasioeet

as the power of demanding accountability from the subordinates for ensuring satisfactory
performance on their part. This accountability can never be delegated by a manager to his
subordinates.

Thus, delegation is the means by which a manager caredhia duties with his immediate
subordinates who, in turn, delegate to their subordinates, and the process is continued until
managerial work reaches the supervisors at the lowest level of management and operating
work is assumed by the workerBy meansof delegation, the manager extends his area of
operation. Delegation enables the managers to distribute their load of work to othinss
leaving them free to concentrate on the other important func-tions of management. Besides, it
influences the relationsip between the subordinate and his superior and fexformance of

the subordinate.

Features of Delegation of AuthorityDelegation of authority has the following features
or characteristics:

1. Delegation is authorization to a manager to act in a certaanner. The degree of
delegation prescribes the limits within which a manager has to decide the things. Since the
formal authority originates at the top level, it is distributed throughout the organisation
through delegation and relelegation.



2. Delegatbn has dual characteristicAs a result of delegation, a subordinate employee
receives authority from his superior, but, at the same time, his superior still retains all his
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knowledge. You share with others who then possess the knowledge, but you still retain the
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3. Delegation does not mean a manager loses control and péweénority once del-egated can

be enhanced, reduced or withdrawn depending on the situation or requirement. For example,
change in the organisation structure, policy, procedure, methods etc. may require change in the
degree of delegation of authority.

4. A manager degates authority out of the authority vested in hihle cannot delegate which

he himself does not possess. Moreover, he does not delegate his full authority to his
subordinates, because if he delegates all his authority, he passes his position to the
subadi-nates.

5. Delegation of authority is always made to the position created through the process of
organising The individual occupying a position may exercise the authority so long as he holds
the position. Therefore, the authority is recovered fullyrfrahe individual when he moves
from the particular position.

6. The extent of authority to be delegated depends upon several fadikgsthe ability and
willingness of the executive to delegate, the ability of the subordinates to accept delega-tion,
the confidence of the superior in his subordinates, the philosophy of management, etc.

7. Delegation of authority may be specific or gendtak specified when the courses of action
for particular objectives are specified. It is general when these are petifed, though
objectives may be specified.

Necesgy of Delegation of Authority:

Delegation of authority is the most essential requirement for successful management. It is the
key to organisation and a cementing force for binding the formal organisstigether. In a big
concern, due to its complexities, delegation is a must.

It is not possible and practicable for a chief executive to manage and control everything. In spite
of the fact that the ultimate responsibilities rest on him, he delegates sontescdctivities and
authority to many of his subordinatesthe delegation of authority arises from the natural
limitations of the human being. As the organisation grows up or becomes more complex, a
point may be reached at which the single manager is ngdo able to cope with the full load of
responsibilities.He finds that neither time nor his own capacity and knowledge permits him to
give adequate attention to the proper utilisation of human and material factors upon which
effective man-agement is basethis is the reason that gives rise to the need for delegation.



Apart from physical limitation the need for delegation arises in a big complex organisa-tion for
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advice on every matter. He may have time and endngiyhe may not have the skil business

has different kinds of jobs, some of which may require specialist persons for their
accomplishment. The top executive delegates these responsibilities to xperts, viz.,

secretary, accountant, and legal adviser. Moreover, for a business with branches situated at
different places, there is no alternative to delegation.

Delegation also ensures continuity in business because the managers at lower levels are
enalded to acquire valuable experience in decisiaaking. They get an opportunity to de-velop
their abilities and gain enough competence to fill higher positions in case of need.

Process or Elements of Delegatiohe process of delegation involves the foliog three
essential elements:

1. Assignment of DutiesAs one manager cannot perform all the tasks, he must allo-cate a part of
his work to the subordinates. The sharing of duties between a manager and his subordinates
can only be done when the work is digd into parts. In delegating duties, the manager has to
decide what part of the work he will keep for himself and what parts should be transferred to
his subordinatesDefining the work of the subordinates by their superior man-ager is known as
assignmenof duties. It also covers defining of the results expected from the subordinates. The
manager may assign various duties in terms of goals, functions or results.

Duties may also be assigned in terms of job description. Expressing the duties in termatsof go
will probably result in more effective delegation, because it provides mental satisfac-tion to the
subordinates of being involved in fulfilling a mission through the performance of certain
allotted activities. Duties should be allocated according te ttualification, experi-ence and
aptitude of the subordinates.

2. Granting of Authority:If the delegated duties are to be discharged by the subordi-nates, they
must be granted requisite authority for enabling them to perform such duties. Assignment of
duties is meaningless unless adequate authority is given to the subordinates. The same rights
and powers as would have been necessary on the part of a manager for Rieidetimance

are to be conferred upon his subordinates.

In the process of delegating dherity, the executive gives power or permission to the
subordinate to use certain rights such as the right to spend money, to direct the work of

other people, to use raw materials and other property, or to represent the organisation to
outsiders. Effectie delegation, however, requires that the limits of authority shouldniede

clear to each subordinateThe superior and the subordinate should clearly understand the
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delegate only that for which he has the authority and power to perform. He, however, does not

give away the total authority; he only delegates a part of it, retaining the ultimate authority and
responsibility to himself.



3. Creation of Obligation orAccountability for PerformanceThe last step in the process of
delegation of authority is the creation of moral compulsion or obligation on the part of the
subordinates for the satisfactory performance of their duties. Theostibates to whom
authority is delegated must be made answerable for the proper performance of the assigned
duties and for the exercise of delegated authority.

The creation of obligation 1sin real sense assumption of responsibility by the subordinates.
Byaccepting an assignment (i.e. a delegated task), a subordinate, in effect, gives his promises to
do his best in carrying out his duties. His obligation to do the task assigned makes him
accountable to the delegator for dibarge of his dutiesAs the manger himself remains ever
accountable to his superior for the satisfactory performance of the work, he has to exercise
control over the performance of his subordinates. This control is exercised through demanding
accountability from the subor-dinates. Duyd authority can be delegated by a manager to his
subordinates, but account-ability flows from subordinates to th#peyior in an upward
direction.The process of delegation is shown in the following diagram:

[ Assignment of Duty]

[Granling of Authority)

[ Creation of Accoumabili(yj

Fig. 4.15: The Process of Delegation.

Benefts of Delegation of AuthorityDelegation provides the following advantages:

1. Basis of Effective Functioningpelegation lays down the basis of effective func-tioning of an
organisation. By establishing structural relationships throughoutdhganisa-tion, delegation
helps in securing cordination of various activities for accompliag the enterprise objectives.

2. Reduction in WorBurden of the Chief Executiv®elegation reduces the execu-tive burden by
way of relieving the superior of éhneed to attend to minor or routine duties. It, thus, enables
him to devote greater attention and effort towards broader andoma important
responsibilities.

3. Benefits of Specialised ServicBelegation enables the manager to utilise the spe-cialised
knowledge and experience of the persons at lower levels.



4. Efficient Running of Branchedn the modern world, where a business rarely con-fines its
activities to a single place, only delegation can provide the key to smooth and effi-cient running
of the vaious branches of the business at places far and near.

5. Aid to Expansionrad Diversification of Busines#is delegation provides the means of extending
and multiplying the limited capacity of the superior, it is instrumental for en-couraging
expansion ad diversification of the business.

6. Aid to Employee Developmenbelegation permits the subordinates to enlarge their jobs, to
develop their capacity and to broaden their understanding. By forcing the subordi-nates to
assume greater responsibilities amol make important decisions, the superior insists on the
development of subordinates executive talents. Delegation improves the morale of the
subordinates by way of raising their status and importance in the organisation.

Difficulties and Prol®ms in Delegtion of Authority:

Delegation is apparently a simple process, but, in practice, certain difficulties and prob-lems
generally crop up to hamper this process. This is often partly on account of the superior
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in accepting delegatiorThese difficulties or obstacles in the way of proper delegation may be
summarised as follows:

(A) Reluctanceon the Part of the Executivegs superior manager is likely to delegate less
authority in the following situations:

1. Superiority complexSome executives tend to feel that they can do the job better
themselves, and, for this reason, they do not delegate their authority. They consider
them-selves indispensaldeneither they respectthe ideas of others nor do they give the
subordi-natesa chance to prove their merit.

2. Maintenance of tight controlA manager does not delegate authority because he wants to
maintain tight control over the operation assignedhim.

3. Lack of confidete in the subordinatesA manager may not delegate authority because he
feels that his subordinates are not capable and reliable. He lacks confidence in his subordinates.
If delegation is not made, the future manager has no opportunity to gain expe-rience.
Confidence is built up gradually and on the basis of success.

4. Lack of ability to directMany managers have difficulty in giving suitable direc-tions to guide
the efforts of the subordinates. Sometimes the boss may like to delegate author-ity but may
not be able to do it effectively due to his inability to identify, interpret and com-municate the
essential features of his plans. So, an executive who lacks ability to direct cannot delegate.




5. Absence of control technigues that warn of coming troubitethe cases where the executive
in charge of operations has practically no means of knowing serious difficulties in the working
of the organisation in advance, he may hesitate in delegating authority.

6. Conservative and cautious temperameAticonservative and ovetautious man-ager will
never like to take any risk. Since delegation of the task to a subordinate involves some elements
of chance or risk, the executive may hesitate to delegate anything to anyone.

7. Fear of exposureA superior maager, specially an incompetent one, may not like to delegate
simply because adequate delegation may reveal his weakness and shortcomings. This may
happen specially when the superior has poor operating procedures, methods and practices. He
feels that deleghon may undermine his influence and prestige in the organisa-tion. He keeps
all the authority to himself for fear of being exposed.

8. Fear of the subordinate#a manager may not delegate adequate authority because of his
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increasingability might earn him a promotion to some other part of the organisation and the
superior may lose his best subordinate. In this case, the superior may adopt a defensive
behav-iour. He simply fails to delegate the kind of authority that would have suesudt.

9. Love for authority’A superior may not delegate his authority specially if he is an autocrat.
Such a manager has intense desire to dominate others, to make his importance felt in the
organisation, and to see that his subordinates come frequeftttyapproval. He thinks that
delegation will lead to reduction of his influence in the organisation.

(B)Reluctance o the Part of the Subordinate$he subordinates may not always like to accept
delegation and shoulder responsibility.

A subordinate maghrink from accept-ing authiy for the following reasons:

1. Depene@nce on the boss for decisioffsa subordinate finds it easier to depend upon his boss
for taking decisions while tackling problems, he may avoid accepting authority even when his
boss is ready to delegate it,

2. Fear of criticismThe subordinates sometimes fear criticism on the part of their superiors.
This fear is often justified. In fact, some superiors tend to criticize any action taken by a
subordinate and even a small genuimgstake. This discourages initiative, causes resent-ment,
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3. Lack of information or resourceA:subordinate will generally be unwilling to accept authority
when adequate information, working facilities, andsources required for the proper
performance of a task are not available.




4. Lack of seltonfidence and fear of failureA subordinate who does not possess self
confidence will generally try to shirk responsibility even though the executive is pre-pared t
delegate. Such subordinates often feel that they will fail, and so, do not want addi-tional
respasibilities through delegation.

5. Inadequacy of positive incentivA:subordinate hesitates in accepting more work delegated
to him by the boss if he doesohget sufficient positive incentives in the form of recognition,
credit, and other rewards.

6. Overwork: When the subordinates are already oMaunrdened with duties, they may avoid
delegation because they feel that they will not be able to do an addititask along with those
which they presently have been assigned. This may be a perfectly legitimate reason.

(DIH'ICULTIBS IN DELEGATION '
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Superiority complex - Dependence on the boss for decisions

I 1

2. Maintenance of tight control 2. Fear of criticism

3. Lack of confidence in the subordinates 3. Lack of information or resources
4. Lack of ability to direct 4. Lack of self-confidence

5. Absence of control techniques 5. Inadequacy of positive incentive
6. Conservative and cautious temperament 6. Over-work

7 Fear of exposure

8 Fear of the subordinates

9. Love of authority

Fig, 4.16: Difficulties in Delegation,

Princides of Delegation of AuthorityDelegation, to be effective, must be governed by
certain working rules or principle¥he following rulesr principles are fundamental in relation
to delegation of authority:

1. Functional Definition:Before delegating authority, a manager should define clearly the
functions to be performed by the subordinates. The objectives of each job, the activities
involved in it, and its relationship with other jobs should be clearly defined.

2. Delegation by Result Expected&uthority should be delegated to a position ac-cording to the
results expected from that position. Duties of the subordinates become clear to thagn

when they understand what activities they must undertake and what results they must show.
By spelling out the duties in terms of goals or expected results, advance notice is to be given to
the subordinates as to the criteria on which their performamall be judged.



3. Clarity of Lines of AuthorityEach position in the organisation is linked with others through
authority relationships, some directly through line authority, others indirectly. More clearly
these lines of authority are defined more e€tive is the delegation of authority. A clear
understanding of the lines of authority is needed for smooth functioning of the organi-sation.
Everyone must know from whom he gets authority and to whom his authority must be
referred.

4. Level of Authority:It implies delegation of decisiemaking authority to the com-petent
managers at some level. The superior is not expected to interfere with the deersmking
process which is, by delegation, within the competence of the subordinate manager at the
lower organisation levels concerned.

5. Absoluteness of ResponsibiliResponsibility cannot be delegated. An executive cannot free
himself from his own obligations to his superior by delegating duties. In fact, by delegating
authority he increases his respobgity as he will be now accountable to his supe-rior for the
acts of his subordinates also. The ultimate responsibility for the accomplishment of the task is
his, even though it has been assigned to his subordinates.

6. Parity d Authority and Responsikity: A subordinate should be given necessary authority to
perform his assigned duties. Authority must correspond to perform his responsi-bility. There
must be a proper balance between authority and responsibility of a subordinate. It is unfair to
hold a peson responsible for something over which he has no authority.

Respon-sibility without authority will make a subordinate ineffective as he cannot discharge

his du-ties. Similarly, authority without responsibility will make the subordinate irresponsible.
There-fore, authority and responsibility should beexdensive.
7. Motivation: It should be the policy of the managers to provide material and psycho-logical
incentives to the subordinates so that they spontaneously accept the delegated respon-sibility
and duty and exercise the authority delegated to them. Higher wages, bonus, promo-tion to
better positions, greater recognition and prestige etc. may have a stimulating effect for
productive performance of duties.

CENTRALIZATION

Centralization is said tbe a process where the concentration of decision making is in a few

hands. All the important decision and actions at the lower level, all subjects and actions at the
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is the systematic and consistent reservation of authority at central points in the organization.
The implicaibn of centralization can be :

1 Reservation of decision making power at top level.
1 Reservation of operating authority with the middle lewehnagers.
1 Reservation of operation at lower level at the directions of the top level.



Under centralization, the important and key decisions are taken by the top management and
the other levels are into implementations as per the directions of top level.ekample, in a
business concern, the father & son being the owners decide about the important matters and
all the rest of functions like product, finance, marketing, personnel, are carried out by the
department heads and they have to act as per instruttend orders of the two people.
Therefore in this case, decision making power remain in the hands of father & son.

Advantages of Centralizatim Following are the advantages of centralization:

1. Standardization of Procedures and Syster@&ntralization enables standardization of
procedures and systems. It facilitates smooth working in the organization. There is also a
consistency in dayo-day working. The consumer service will also improve if standard policies
are used.

2. Facilitates EvaluatianVVhen sime policies are used for all segments of the enterprise their
performance can easily be evaluated. It also helps in comparing the results of different
departments. This will bring a sense of competition among various segments. Ultimately the
overall perfamance will improve.

3. EconomiesCentralization of management will bring in economies of large scale. There will
be a centralized buying and selling. This will enable bulk buying resulting in discounts and
savings in transportation expenses. When satesdone in large quantities then customers are
offered better terms and low prices. There will be an economy in managerial expenses also.

4. Coordination of Activities Caordination of activities of various segments is also facilitated
by centralizedmanagement. In the absence of centralization, different segments may pursue
their independent policies. This may result in disunity and disintegration. Different segments
may emphasize their own goals only without bothering about organizational objectives.
Centralized management will help in coordinating the work of different segments in such a way
that organizational goals are achieved.

DECENTRALISATION:

Decentralisation can be viewegs an extension of delegationVhen a part of the work is
entrusted toothers, it is known as delegation. Decentralisation extends to tiaesb level of
the organisationA few definitions are given below:
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dDecentralisation means the division of a group of functions and activities into relatively

autonomous units with overall authority and responsibility for their operation delegate to timd
of cacti uni.@ Earl. P. Strong
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Thus decentralisation is concerned with the decentralisation of deeisiaking authority to the lower
levels in managerial hierarchy

Degree of Decentralisatiorifhe degree of decentralisation is determined by:

(a)Nature of the authority delegatedb)How far down in te organisation it is delegatedc)
How consistently its delegated.

So, the degree of decentralisation is determined by the authority giFenexample, manager A

in a company is given the authority to buy certain material worth Rs. 1500 whereas manager B is allov
do similar type wbrk to the exterfitRs. 4500t is clear that the degree of decentralisation is less in
case of A. Similarly decisions about the matters referred, measure the degree of decentralisa
depending upon the power to take decisions vested in an officer without timey resdentgeit
somebody else.

Advantages of Desntralisation:

1. Reduces the burden on top executiv@gcentralisation relieves the top executives of the
burden of performing various functions. Centralisatiasf authority puts the whole
responsibility on the shoulders of an executive and his immediate group. This reduces the time
at the disposal of top executives who should concentrate on other important managerial
functions. So, the only way to lessen theurtden is to decentralise the decisionaking power

to the subordinates.

2. Facilitates diversificationnder decentralization, the diversification of products, activites
and markets etc., is facilitated. A centralised enterprise with the concentrati@utbfority at

the top will find it difficult and complex to diversify its activities and start the additional lines of
manufacture or distribution.

3. To provide product and market emphasisproduct loses its market when new products
appear in the markebn account of innovations or changes in the customers demand. In such
cases authority is decentralised to the regional units to render instant service taking into
account the price, quality, delivery, novelty, etc.

4. Executive DevelopmenitVhen the authority is decentralised, executives in the organisation
will get the opportunity to develop their talents by taking initiative which will also make them
ready for managerial positions. The growth of the company greatly depends on the talented
executives.

5. It promotes motivationt 2 lj dz2GS [2dzAa ! @ 1 ffSys>s a5S0OSy NI
of small cohesive groups. Since local managers are given a large degree of authority and local




autonomy, they tend to weld their people into closely K G Ay G S3INF 6§ SR I NP dzLJa ¢
the morale of employees as they get involved in decisi@aking process.

6. Better control and supervisioBecentralisation ensures better control and supervision as the
subordinates at the lowest levels will have thathority to make independent decisions. As a
result they have thorough knowledge of every assignment under their control and are in a
position to make amendments and take corrective action.

7. Quick DecisioiMaking Decentralisatiorbrings decision making process closer to the scene
of action. This leads to quicker decisioraking of lower level since decisions do not have to be
referred up through the hierarchy.

Disadvantages of DecentralisatiorDecentralisation can be extremely fficial. But it can be
dangerous unless it is carefully constructed and constantly monitored for tloel @b the
company as a whol&ome disadvatages of decentralisation are:

1. Uniform policies not Followedlinder decentralisation, it is not possibléd follow uniform
policies and standardised procedures. Each manager will work and frame policies according to
his talent.

2. Problem of C®rdination Decentralisation of authority creates problems of@alination as
authority lies dispersed widely thrgiout the organisation.

3. More Financial BurderDecentralisation requires the employment of trained personnel to
accept authority, it involves more financial burden and a small enterprise cannot afford to
appoint experts in various fields.

4. Require Quiified PersonnelDecentralisation becomes useless when there are no qualified
and competent persomel.

5. Conflict: Decentralisation puts more pressure on divisional heads to realize profits at any
cost. Often in meeting their new profit plans, bring dat§ among managers.

STAFFING:

¢ KS GSNY rdafes ltoT theh yeerdtment, selection, development, training and
compensation of the managerial personn8taffing, like all other managerial functions, is the
duty which the apex management performs at times. In a newly created enterprise, the
staffing would come as a. third stepext to planning and organizimgout in a going
enterprise the staffing process is continuous.

In order to define and clarify the group of employees included in the staffimgept, it must
be stated that the staffing function is concerned with the placement, growth and development



of all of those members of the organization whose function it is to get things done through one
effort of other individuals.

This definition incldes all levels of management because those who will occupy positions in
the top two or three levels of management fifteen or twenty years from now are likely to be
found in the lower levels today.

GThe managerial function of staffing involves manning tlgaaisational structure through
effective and proper selection, appraisal, and development of personnel to fill the roles designed
Ayili2 GKStT ¥éRY200 dZNB®RE hQ52yy St

Nature of Staffing: Staffing is an integral part of human resource managemerfadilitates
procurement and placement of right people on the right jobs.

The nature of staffing function is discussed below:

1. People CentredStaffing is people centred and is relevant in all types of organisations. It is
concerned with all categoriesf personnel from topgo bottom of the organisationThe broad
classificatiorof personnel may be as follows:

() Blue collar workers (i.e., those working on the machines and engaged in loading, unloading
etc.) and white collar woess (i.e., clerical empyees).(ii) Managerid and normanagerial
personnel(iii) Professionals (such as Chartered Accountant, Company Secretary, Lawyer, etc.).

2. Responsibility of Every ManageiStaffing is a basic function of management. Every manager is
continuously engagedn performing the staffing function. He is actively associated with
recruitment, selection, training and appraisal of his subordinates. These activities are
performed by the chief executive, departmental managers and foremen in relation to their
subordinakes. Thus, staffing is a pervasive function of management and is performed by the
managers at all level#t is the duty of every manager to perform the staffing activities such as
selection, training, performance appraisal and counseling of employeesaiy enterprises.
Personnel Department is created to perform these activiti®gt it does not mean that the
managers at different levels are relieved of the responsibility concerned with staffing. The
Personnel Department is established to provide assistain the managers in performing their
staffing function. Thus, every manager has to share the responsibility of staffing.

3. Human Skills:Staffing function is concerned with training and development of human
resources. Every manager should use humartiogia skill in providing guidance and training to
the subordinates. Human relations skills are also required in performance appraisal, transfer
and promotion of subordinates. If the staffing function is performed properly, the human
relations in the orgamsation will be cordial.

4. Continuous FunctiorStaffing function is to be performed continuously. It is equally important
in the established organisations and the new organisations. In a new organisation, there has to



be recruitment, selection and traingnof personnel. In a running organisation, every manager is
engaged in various staffing activities. He is to guide and train the workers and also evaluate
their performance on a continuous basis.

Importance of Staffing:lt is of utmost importance for the rganisation that right kinds of
people are employed. They should be given adequate training so that wastage is minimum.
They must also be induced to show higher productivity and quality by offering them incentives.
In fact, effective performance of the $tdunction is necessary to realize the following benefits:

1. EfficientPerformance of Other FunctionStaffing is the key to the efficient performance of
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perform planning, organisation and control functions properly.

2. Effective Use oTechnology and Other Resourcdtis the human factor that is instrumental in
the effective utilisation of latest technology, capital, material, etc. the management can ensure
right kinds of personnel by performing the staffing function.

3. OptimumUltilisation of Human Resource3:he wage bill of big concerns is quite high. They also
spend money on recruitment, selection, training and development of employees. In order to
get the optimum output from the personnel, the staffing function should be performed in an
efficient manner.

4. Development of Human Capitallhe management is required to determine the manpower
requirements well in advance. It has also to train and developettisting personnel for career
advancement. This will meet the requirements of the company in future.

5. Motivation of Human Resource§:he behaviour of individuals is shaped by many factors such as
education level, needs, soeaultural factors, etc. thats why, the human aspect of organisation
has become very important. The workers can be motivated through financial andfinancial
incentives.

6. Building Higher MoraleRight type of climate should be created for the workers to contribute
to the achievenent of the organisational objectives. By performing the staffing function
effectively, management can show the significance it attaches to the personnel working in the
enterprise. This will increase the morale of the employees.

STAFFING PROCES#&psinvolved in Staffingrocess are:

Manpower requirements The very first step in staffing is to plan the manpower inventory
required by a concern in order to match them with the job requirements and demands.
Therefore, it involves forecasting and determigitine future manpower needs of the concern.

Recruitment Once the requirements are notified, the concern invites and solicits applications
according to the invitations made to the desirable candidates.



Selection This is the screening step of staffing ihigh the solicited applications are screened
out and suitable candidates are appointed as per the requirements.

Orientation and PlacementOnce screening takes place, the appointed candidates are made
familiar to the work units and work environment througihe orientation programmes.
placement takes place by putting right man on the right job.

Training and DevelopmentTraining is a part of incentives given to the workers in order to
develop and grow them within the concern. Training is generally giverrdiogoto the nature

of activities and scope of expansion in it. Along with it, the workers are developed by providing
them extra benefits of indepth knowledge of their functional areas. Development also includes
giving them key and important jobsas a test examination in order to analyse their
performances.

Remuneration It is a kind of compensation provided monetarily to the employees for their work
performances. This is given according to the nature of ghilled or unskilled, physical or
mental, etc.Remuneration forms an important monetary incentive for the employees.

Performance Evaluationin order to keep a track or record of the behaviour, attitudes as well as
opinions of the workers towards their jobs. For this regular assessment is done tmtvahd
supervise different work units in a concern. It is basically concerning to know the development
cycle and growth patterns of the employeesin a concern.

Promotion and transfer Promotion is said to be a nemonetary incentive in which the workes i
shifted from a higher job demanding bigger responsibilities as well as shifting the workers and
transferring them to different work units and branches of the same organization.




UNIT IV
DIRECON

Direction is said to be consisting of humtactors. In simple words, it can be described as
providing guidance to workers is doing work. In field of management, direction is said to be all
those activities which are designed to encourage the subordinates to work effectively and
efficiently. Directon is another important element of management. It is the sum total of managerial
efforts which takes the organisation towards the predetermined goals. It is in fact part of every
managerial action. The organisation does not start working till the manages direction which means
guiding and supervising the subordinates. To carry out the function of direction is a tough task for the
manager. It involves the tackling of human beings with varied nature. It is the-getepnal
phenomenon which is concernedth men in one form or the other at every level of management.

On the other handDirecting is an important managerial function. Directing is an important
managerial function whk A YA GA L GSa  21tNE ¢ogcarhed WID dmanaghg the v @
members ofthe organisation. Directing is the managerial function that consists of those
activities which are concerned directly with influencing, guiding or supervising the subordinates
in their jobs.Thus directing is performance oriented and the initiating funatibmanagement

that actuates plans and the organisation. If subordinates are not properly directed, nothing can
be accomplished.

DIRECTING is said to be a process in which the managers instruct, guide and oversee the
performance of the workers to achiey@edetermined goals. Directing is said to be the heart
of management process. Planning, organizing, staffing have got no importance if direction
function does not take place.

Directing initiates action and it is from here actual work starts. Accordirdutman,d 5 A NS Ol A y 3
consists of process or technique by which instruction can be issued and operations can be
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overseeing and instructing people towa@scomplishment of organizational goals.

Direction has got following characteristics:

Pervasive Function Directing is required at all levels of organization. Every manager provides
guidance and inspiration to his subordinates.

Continuous Activity- Direction is a continuous activity as it continuous throughout the life of
organization.




Human Factor Directing function is related to subordinates and therefore it is related to human
factor. Since human factor is complex and behaviour is unpredictable,tidmetunction
becomes important.

Creative Activity- Direction function helps in converting plans into performance. Without this
function, people become inactive and plgad resources are meaningless.

Executive Function Direction function is carried out by all managers and executives at all levels
throughout the working of an enterprise, a subordinate receives instructions from his superior
only.

Delegate Function Direction is supposed to be a function dealing with lmbeings. Human
OSKIF@A2dzNJ A& dzy LINBRAOGIFI o6t S o0& ylFddaNE FyR 02y
goals of the enterprise is what the executive does in this function. Therefore, it is termed as
having delicacy in it to tackle human behaviour.

Nature or Characteristics of Direction:
The following features of direction bring out the nature of directing function of management:

1. It is a Dynamic FunctiorDirecting is a dynamic and continuing function. A manager has to
continuously direct, guidemotivate and lead his subordinates. With change in plans and
organizational relationships, he will have to change the methods and techniques to direction.

2. It Initiates Action: Directing initiates organized and planned action and ensures effective
performance by subordinates towards the accomplishment of group activities. It is regarded as
the essence of managemei-action.

3. It Provides Necessary Link between Various Manageriahdions: Directing links the various
managerial functions of planningrganizing, staffing and controlling. Without directing the

function of controlling will never arise and the other preparatory functions of management will
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4. It is a Universal Functioirecting is a universal function that is performed in all organizations
and at all the levels of management. All managers have to guide, motivate, lead, supervise and
communi@te with their subordinates, although more time is spent on directing at higher levels
of management.

5. It is Conerned with Human Relationshipsthe direction function of management deals with
relationship between people working in an organization. #ates co-operation and harmony
among the members of the group. It seeks to achieve orderly arrangement of group effort to
provide unity of action in the pursuit of common objectives.



Principles of Effective Direction:

Effective direction leads to greaterontribution of subordinates to organization goals. The
directing function of management can be effective only when certain wek@ated principles
are followed.The following are the basic pgiples of effective direction:

1. Harmony of Objectivedt is an essential function of management to make the people realize
the objectives of the group and direct their efforts towards the achievement of their objectives.
The interest of the group must always prevail over individual interest. The principle implies
harmony of personal interest and common interest. Effective direction fosters the sense of
belongingness among all subordinates in such a way that they always identify themselves with
the enterprise and tune their goals with those of the enterprise.

2. Unty of Command:This principle states that one person should receive orders from only one
superior, in other words, one person should be accountable to only one boss. If one person is
under more than one boss then there can be contradictory orders anduberdinate fails to
understand whose order to be followed. In the absence of unity of command, the authority is
undermined, discipline weakened, loyalty divided and confusion and delays are caused.

3. Unity of Direction:To have effective direction, therghould be one head and one plan for a
group of activities having the same objectives. In other words, each group of activities having
the same objectives must have one plan of action and must be under the control of one
supervisor.

4. Direct SupervisionThe directing function of management becomes more effective if the
superior maintains direct personal contact with his subordinates. Direct supervision infuses a
sense of participation among subordinates that encourages them to put in their best to achieve
the organizational goals and develop an effective system of-beak of information.

5. Particimtive or Democratic ManagementThe function of directing becomes more effective if
participative or democratic style of management is followed. Accordinthi® principle, the
superior must act according to the mutual consent and the decisions reached after consulting
the subordinates. It provides necessary motivation to the workers by ensuring their
participation and acceptance of work methods.

6. EffectiveCommunication:To have effective direction, it is very essential to have an effective
communication system which provides for free flow of ideas, information, suggestions,
complaints and grievances.

7. Followup: In order to make direction effective, a mager has to continuously direct, guide,
motivate and lead his subordinates. A manager has not only to issue orders and instructions but
also to followup the performance so as to ensure that work is being performed as desired. He
should intelligently overse his subordinates at work and correct them whenever they go
wrong.



Aspects or Elements of Direction:

Directing is a very important function of management. It is rightly called the heart of
management process as it is concerned with initiating actionoiisists of all those activities
which are concerned with influencing, guiding or supervising the subordinates in theifheb.
main aspects or elements of direction are as follows:

1. Issuing Orders and Instruction®; Leadership;3. Communicatiord4. Motivation;
5. Supervision; and 6. Ceordination.

1. Issuing Orders and InstructionsA manager is required to issue a number of orders to his
subordinates to initiate, modify or halt any action. He is also reguio guide and instruct
workers in performance of their task towards the achievement of desired goals. Instructions are
important in directing subordinates. Orders and instructions reflect the decisions of managers.

A good order or instruction should hattee following characteristics:

(a) It should besimple, unambiguous and clef) It should be brief but completgc) It should
be reasonable andnforceable (d) It shoul be convincing and acceptable) It should invoke
co-operation. (f) It should becompatible with theobjectives of the organizatior(g) It should
& 6 S ritkeyf forén as far as possibléh) It should be backed up by folleup action.

2. Leadership] SI RSNAKALI A& aiKS LINRPOSaa o6& 6KAOK Iy
directs/guices and influences the work of others in choosing and attaining specified goals by
mediating between the individual and organization in such a manner that both will get
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create an urge in them to be led. To be a successful leader a manager must process the
gualities of foresight, drive, initiative, satbnfidence and personal integrity. Different

situations may demand different types of leadership viz., autocratcldeship, democratic

leadership and fregein leadership.

3. Commurgation: Communication constitutes a very important element of directing. It is said to

be the number one problem of management today. Communication is the means by which the
behaviour of he subordinates is modified and change is effected in their aclitie word
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Thus, communi-cation means sharing of ideas in common. The essence of communication is
getting the receiver and the sender tuned together for a particular message. Communication
refers to the exchange of ideas, feelings, emotions, knowledge and information between two or
more persons.

In management ideas, objectives, orders, appeals, observatiosisuctions, suggestions etc.
have to be exchanged among the managerial personnel and their subordinates operating at
different levels of the organization for the purpose of planning and executing the business
policies. Directing will mainly depend uponetleffectiveness of communication. In case the



orders and instructions are not properly conveyed then these may not be properly
implemented.

4. Motivation: It is an important element of directing function. Motivation encourages persons
to give their best pdormance and help in reaching enterprise goals. It is the degree of
readiness for undertaking assigned task and doing it in the best possible way. Directing function
tries to make best use of various factors of production available in the organizatisncarhbe
achieved only when employees co-operate in this task. Efforts should be made to make
employees contribute their maximum.

5. Supervisionit consists of the process and technique involved in issuing instructions and
confirming that operations arearried as originally planned. Supervision is a continuing activity
and performed at every level of activity. It is inevitable at every level of management for
putting the managerial plans and policies into action. In a way supervision is a sort of esntrol
the supervisor is supposed to take corrective measures if the work is not in line with the plan.

6. Coordination: Coordination is an orderly arrangement of group effort to provide unity of
action in pursuit of common purpose. The purpose of direci;ido get various activities
coordinated for achieving common goals.-@dination involves the integration of various
parts of the organization. In order to achieve goals of an enterprise, both physical as well as
mental ceordination should be secure@acordination is a part of directing exercise and helps

in synchronization of various efforts.

Importance of Direction:Directing various employees in an organization is an important
managerial task. It is indispensable for achieving enterprise objectiE$ective direction
provides the following advantages:

1. Initiates Action: Direction is required to initiate action. The functions of planning, organizing,
staffing etc., will be taken up only when direction is given to initiate them. Direction staets t
actual work for achieving enterprise objectives.

2. Improves EfficiencyA manager tries to get maximum work from his subordinates. This will be
possible only through motivation and leadership and these techniques are a part of direction.

3. Ensures Gordination: Direction helps in ensuring mutual understanding and team work. The
individual efforts are directed in such a way that personal performances help in achieving
enterprise objectives. The integration of various activities is possible thrdugétion.

4. Helpful in Implementing ChangesA business operates in a changing environment. New
situations develop every now and then. A proper system of motivation will help employees in
taking up new challenges.



5. Provides StabilityEffective leadetsip, supervision and motivation will help in the smooth
growth of an enterprise. A growing concern will provide stability to its activities.

6. Motivation:Motivation is an important element of direction. Motivation is a factor which
encourages persons tawg their best performance and help in achieving enterprise goals. A
strong positive motivation will enable the increased output of employees. A key element in
direction is motivation. It helps in getting willing-operation of employees. Every organisati
makes efforts that its employees contribute maximum for achieving enterprise goals.

7. SupervisionDirection involves giving instructions to employees for undertaking some work. In
order to see whether employees are doing the things as per target®bthere is a need for
supervision. In supervision all the activities of the employees are controlled and efforts are
made to ensure proper achievement of targets. In case the performance is less than the targets
then remedial steps are taken for improvitige performance. So supervision is an integral part

of direction.

8. Coordination: Direction will be effective only when there is a proper-ardination. In
direction, different persons are asked to perform specific tasks. In order to see that efforts of
every employee are in the direction of achieving organizational goals there is a need to co
ordinate various activities. In the absence ofardination every person will go in his own
direction without bothering for the enterprise target. When variousiates are ceoriginated

then overall enterprise objectives will be easily achieved.

Techniques of Directing:

Directing is an important function carried out by top management. It is the order or instruction
to subordinate staff to perform a work or nob tperform in a specific way. The techniques of
directing are: delegation, supesion, orders and instructions.

(i) Delegation:Delegation is an important mean of directing. The subordinates are assigned tasks
and given powers to recruit them. In delegatjoa superior assigns some of his work to the
subordinates and gives them rights or powers. The subordinates are authorized to undertake
the assigned work. Delegation is a means of sharing authority with the subordinates and
providing them with an opportuity to learn. Delegation as a means of directing may bring out
some problems.

(a) It may be difficult to spell out exact tasks and assignments of the subordinates. There may
be some overlapping and uncertainties in job descript ions. The subordinates should learn to
adjust them in such situation®) There may be some contradiction assignment of tak and
delegation of authority(c) The subordinates may sometimes act beyond the assigned authority
taking it as implied from the superiors. The superiors willehevbear with such situationgd)

An indiscriminate delegation may creat@n imbalance in the organization since every
subordinate may not havethe same capacity and maturit{e) If the delegation of authority is

too rigid then it kills initiative and creativity.



(i) SupervisionSupervision is a means to oversee the work penfed by subordinates. It should

be ensured that work is performed as per the plans and guidelines. Every superior has to
supervise the work of his subordinates. At operative level supervision is the job of a manager. A
supervisor at the lower level remann touch with the workers. He guides them for doing the
work, maintains discipline and work standards and solves the grievances of workers.
Supervision at different levels acts as a directing activity.

(iii) Issuing Oders and InstructionsThe issuing foorders and instructions is essential to undertake

the work for achieving the organizational goals. No manager can get a work done without
issuing orders and instructions to subordinates. An order, instruction, directing or command is a
means of initiati@d > Y2 RAFE@AY 3 2N ad2LIAyY3I Iy OGAGAGR D
a directional technique, an instruction is understood to be a charge (command) by a superior
requiring a subordinate to act or refrain from acting in a given circumstance.

Accordng to this definition an instruction is always given by a superior to a subordinate
directing to undertake a work in a specified manner or prohibit him from some activity. The
orders and instructions are the primary tools of directing by means of whiehattivities are
started, altered, guided and terminated. While issuing an order a manager should be clear in his
mind what he wants the subordinates to do or not to do. The clarity of orders will determine
the level ofperformance of subordinate®\ goodorder has the following characteristics:

(a) The order shoulde clear and easily understoo(b) The order should be complete in all
respects. It should not create doubtn the minds of subordinategc) It should be compatible
with the objectives of theorganisation.(d) There should be specific instructions as to the time
by which the order Isould be executed or complete@e) The order should be so conveyed that
it stimulates ready acceptancé¢f) The order bould preferably be in writing(g) The orde
should be conveyed through proper chain of command and it should als@ioothte reasons
for issuing it.

MOTIVATION
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drives within the individuals. It is the press of stimulating people to actions to accomplish the

goals. In the work goal context the psychological factors stimulatifgS LIJS2 L) SQ& o6 SKI
be - desire for money , success, recogoltgatisfactiol®am work, etc

One of the mostimportant functions of management is to create willingness amongst the
employees to perform in the best of their abilities. Therefore the role of a leader is to arouse
interest in performance of employees in their jobs. The process of motivation consitisee
stages: A felt need or drivestimulus in which needs have to be avdhsaceeds are satisfied, the
satisfaadbn or accomplishment of goals.

Therefore, we can say that motivation is a psychological phenomenon which means needs and
wants of he individuals have to be tackled by framing an incentive plan.



Nature of Motivation:

Motivation is a psychological phenomena which generates within an individual. A person feels
the lack of certain needs, to satisfy which he feels working more. The regestysrg ego
motivates a person to a better than he normally doeszrom definitions given earlier the
following inferences can be derived:

1. Motivation is an inner feeling which energizes a person to wooke. 2. The emotions or
desires of a person propt him for doing a particular work3. There are unsatisfied needs of a
person which disturb his equilibrium4. A person moves to fulfill his unsatisfied nesetly
conditioning his energiesThere are dormant energies in a person which are activated by
channelizing them into actions.

Importance of Motivation

Motivation is a very important for an organization because of the following benefits it provides:

Puts human resources into actidavery concern requires physical, financial and human resources
to accomplish the goals. It is through motivation that the human resources can be utilized by

making full use of it. This can be done by building willingness in employees to work. This will
help the enterprise in securing best possible utilization of resources.

Improves level of efficiency of employeddie level of a subordinate or a employee does not only
depend upon his qualifications and abilities. For getting best of his work performance, the gap
between ability and willingness has to be filled which helpsimproving the level of
performance of subordinates. This will result into

a)lncrease in productivityh)Reducing cost of operations, angimproving overall efficiency.

Leads to achievement of organizational goakhe goals of an enterprise can be achieved only
when the following factors take place :

a)There is best possible utilization of resourcels)There is a coperative work
environmentc)The employees are goedirected and they act in a purposive manndjoals
can be achieved if eordination and ceoperation takes place simultaneously which can be
effectively done through motivation.

Builds friendly relationship Motivation is an important factor which brings employees
satisfaction. This can be done by keepinto mind and framing an incentive plan for the
benefit of the employees. This could initiate the following things:

1 Monetary and noAmonetary incentives,
1 Promotion opportunities for employees,
1 Disincentives for inefficient employees.



In order to builda cordial, friendly atmosphere in a concern, the above steps should be taken
by a manager. This would help in:

1 Effective ceoperation which brings stability,

1 Industrial dispute and unrest in employees will reduce,

1 The employees will be adaptable to the dgas and there will be no resistance
to the change,

1 This will help in providing a smooth and sound concern in which individual
interests will coincide with the organizational interests,

1 This will result in profit maximization through increased productivity

Leads to stability of work forcétability of workforce is very important from the point of view of
reputation and goodwill of a concern. The employees can remain loyal to the enterprise only
when they have a feeling of participation in the managemeite Bkills and efficiency of
employees will always be of advantage to employees as well as employees. This will lead to a
good public image in the market which will attract competent and qualified people into a
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people, more the experience and their adjustment into a concern which can be of benefit to the
enterprise.

From the above discussion, we can say that motivation is an internal feeling which can be
understood only by manager since he is in close contact with the employees. Needs, wants and
desires are interelated and they are the driving force to act. These needs can be understood
by the manager and he can frame motivation plans accordingly. We cathaaynotivation
therefore is a continuous process since motivation process is based on needs which are
unlimited. The process has to be continued throughout.

We can summarize by saying that motivation is important both to an individual and a business.
Motivation is important to an individual as:

1 Motivation will help him achieve his personal goals.

1 If anindividual is motivated, he will have job satisfaction.

1 Motivation will help in seldevelopment of individual.

1 Anindividual would always gain by workwgh a dynamic team.

Similarly, motivation is important to a business as:

The more motivated the employees are, the more empowered the team is.

The more is the team work and individual employee contribution, more
profitable and successful is the business.

During period of amendments, there will be more adaptability and creativity.
Motivation will lead to an optimistic and challenging attitude at work place.
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Theories of Motivation
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Human behavior is godlirected. Motivation cause godlirected behaviour. It is

through motivation that needs can be handled and tackled purposely. This can be
understood by understanding the hierarchy of needs by manager. The needs of
individual serves as a driving force in human behaviour. Therefore, a manager must
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Self-fulfillment
needs

Self-
actualization:
achieving one’s
full potential,
including creative
activities
Esteem needs:
prestige and feeling of accomplishment Psychological

needs
Belongingness and love needs:
intimate relationships, friends

Safety needs:
security, safety

The needs have been classified into the following in order:

Maslow saw human needs in the form of a hier-archy ascending from the lowest to the highest
and he concluded that when one set of needs is satis-fied, this kind of need ceases to be a
motivator.



1. Plysiological needs

a. These needs are the basic human needs of an individual for survival, such as food,
cloth, shelter and sleep.

b. These needs have the highest strength and intensity. Intensity of these needs keeps
changing with time.

c. However, they have to be repeatedly satisfied within relatively short time.

2. Safety and security need3: A U K G KSANIJ LIK@aAOltf ySSRa NBfIl GA QDS
needs take precedence and dominate behaviour. These needs are sechimtarchy. Safety

needs manifest themselves in things such as preference for job security, grievance procedures

and job safetySafety and security needs include the following:

a. Personal security b. Financial securitg. Health and wetbeingd. Safety net against
accidents/illness

3. Social needsAfter physiological and safety needs are fulfilled, the third layer of human needs

is social and it involves feelings of belongingness. Social needs add meaning to work life. Social
needs are primam satisfied through family picnics, get together, cultural and sports activities.

They form the basis for team spirit in an organizationK A & | aLJSOG 2F al af 2
involves emotionally based relationships, in general, such as the following:

a. Friendshipb. Intimacyc. Family 4. Ego and esteem needs:

All humans have a need to be respected, to haveestfem and selfrespect. Esteem presents

the normal human desire to be accepted and valued by others. Most people have a need for a
stable selfrespect and selésteem. Fulfillment of these needs provides a feeling of self
confidence, achievement, sekéspect, and usefulness, and their nrhifillment produces
feelings such as inferiority and unhelpfulness. Ego and esteem needs are caterda b
organization through promotion policies, providing better status and appreciation.

5. Selfactualization needs¢ KA & f S@Sf 2F ySSR LISNIlFAya G2 o6KI
real-izing that potential. Maslow describes this desire as the désiteecome more and more

what one is, to become everything that one is capable of becoming. This is a broad definition of

the need for seHactualization, but when applied to individuals the need is specific. Very few

people have such needan individualmay have the strong desire for a challenging job and for

higher promotion. For example, Sunil Gavaskar entered into modelling (Dinish Suiting).
Organizations can provide employees the challenge and the opportunity to reach their full
career potential.

Thefollowing are features of need hierarchy theory:
1. Human needs are wide in range and interrelated.



2.Needs are arranged in a hierarchy and the lovesel needs have to be at least
partially satisfied before ammoves on to the highdevel needs.

3. A need that is satisfied is not a motivator. Only unsatisfied need can motivate persons
into action.

4. Every human being wants to move up the need hierarchy. Nobody wants to stop with
the satisfac-tion of lowelevel needs.

5. Needs are interdependent and are interrelated with each other. A hidghezl need
arises even before the lowdevel need is completely satisfied

b))l SNJ 0 S NExQad Théogydf Motivation

In 1959, Frederick Herzberg, a behaviousaientist proposed a twéactor theory or the
motivator-hygiene theory. According to Herzberg, there are some job factors that result in
satisfaction while there are other job factors that prevent dissatisfaction. According to

| SNI 6 SNEHX (KS I ALARIAQGS2Yy2TF A&{ ab2 &l GAaTl Ol
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Herzbergs view of satisfaction and dissatisfaction

Hygiene: Job Dissatisfaction Motivation: Job Satisfaction

Achievement |
Recognition |
Work itself |
Responsibility |
Advancement |

Growth |

| Company Policy and Administration
| Supervision

[ Interpersonal Relations

[ Working Conditions

| Safety* |

| Status

I Security

Herzberg classified these job factors into two categeries

Hygiene factors Hygiene factors are those job factors which are essential for existence of
motivation at workplace. These do not lead to positive satisfaction for-teng. But if these
factors are absent / if these factors are newistant at workplace, then they leatb
dissatisfaction. In other words, hygiene factors are those factors which when
adequate/reasonable in a job, pacify the employees and do not make them dissatisfied. These
factors are extrinsic to work. Hygiene factors are also called as dissatisfienaimtenance
factors as they are required to avoid dissatisfaction. These factors describe the job




environment/scenario. The hygiene factors symbolized the physiological needs which the
individuals wanted and expected to be fulfilled. Hygiene factors irclud

Pay- The pay or salary structure should be appropriate and reasonable. It must be equal
and competitive to those in the same industry in the same domain.

Company Policies and administratiy@licies- The company policies should not be too
rigid. Theyshould be fair and clear. It should include flexible working hours, dress code,
breaks, vacation, etc.

Fringe benefits- The employees should be offered health care plans (mediclaim),
benefits for the family members, employee help programmes, etc.

Physical Working conditions- The working conditions should be safe, clean and
hygienic. The work equipments should be updated andmasihtained.

Status-¢ KS SYLX 28SSaQ aidlddza 6A0GKAY GKS 2NHI YA
Interpersonal relations The relationship of the employees with his peers, superiors and
subordinates should be appropriate and acceptable. There should be no conflict or
humiliation element present.

Job Security The organization must provide job security to the employees.

Motivational factorss According to Herzberg, the hygiene factors cannot be regarded as
motivators. The motivational factors yield positive satisfaction. These factors are inherent to
work. These factors motivate the employees for a superior performance. Thetwdaare

called satisfiers. These are factors involved in performing the job. Employees find these factors
intrinsically rewarding. The motivators symbolized the psychological needs that were perceived
as an additional benefit. Motivational factors inckid

Recognition - The employees should be praised and recognized for their
accomplishments by the managers.

Sense of achievementThe employees must have a sense of achievement. This depends
on the job. There must be a fruit of some sort in the job.

Growth and promotional opportunities- There must be growth and advancement
opportunities in an organization to motivate the employees to perform well.
Responsibility- The employees must hold themselves responsible for the work. The
managers should give them ownership of the work. They should minimize control but
retain accountability.

Meaningfulness of the work The work itself should be meaningful, interesting and
challenging for the employee to perform and to get motivated.
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A bird's eye view of Herzberg's two factor
theory

MANAGERIAL CONTROL

An effective organization is one where managers understand how to manage and control. The
objective of control as a concept ampdocess is to help motivate and direct employees in their
roles. Understanding managerial control process and systems is essential for theeiong
effectiveness of an organizationWithout enough control systems in place, confusion and
chaos can overw®f ¥ 'y 2NHIYATFdiA2yd 1 26SOSNE AT
organization, the organization will suffer from erosion of innovation and entrepreneurship.

Concept of ControlThe term control has different connotations depending upon the context of
the use of the term. In manufacturing it refers to a Device or mechanism installed or instituted
to guide or regulates the activities or operation of an apparatus, machine, person, or system; in
law it refers to controlling interest and in management as arhatity to order and manage the
workings and management of an entity.

Control is a management process to aim at achieving defined goals within an established
timetable, and comprises of three components: (1) setting standards, (2) measuring actual
performarce, and (3) taking corrective action.

Characteristics of ControFollowing characteristics of control can be identified:

1. Control is a Managerial Proces®flanagement process comprises of five functions, viz.,
planning, organizing, staffing, directimgd controlling. Thus, control is part of the process of
management.

2. Control is forward lookingWhatever has happened has happened, and the manager can take
corrective action only of the future operations. Past is relevant to suggest what has gong wron
and how to correct the future.

3. Control exists at each level of OrganizatioAnyone who is a manager, has to involve into
control ¢ may be Chairman, Managing Director, CEO, Departmental head, or first line manager.



However, at every level the contralill differ ¢ top management would be involved in strategic
control, middle management into tactical control and lower level into operational control.

4. Control is a Continuous Proce§3ontrolling is not the last function of management but it is a
continuous process. Control is not a ehime activity, but a continuous process. The process of
setting the standards needs constant analysis and revision depending upon external forces,
plans, and internal performance.

5. Control is closely linked with PlanrgnPlanning and controlling are closely linked. The two are
NAIKGEEe OFffSR a W{AlIYSaAaS (gAyaQ 2F YIlyl3aSyYy
every procedure and every budget become standard against which actual performance is
compared.Planninga St a (GKS &aKALIQa O2dz2NBS yR O2yGNRf A
begins to veer off the course, the navigator notices it and recommends a new heading designed

to return the ship to its proper course. Once control process is over its findingatagrated

into planning to prescribe new standards for control.

6. Purpose of Controlling is Goal Oriented and hence Positd@ntrol is there because without it
the business may go off the track. The controlling has positive purpose both for the
organizaion (to make things happen) and individuals (to give up a part of their independence
for the attainment of organizational goals).

Process of ControFollowing are the steps involved into the process of control:

1. Establish the Standard®ithinanorgah T A2y Qa 2@SNI ff &AGNIGS3aAAO0
for organizational departments in specific, precise, operational terms that include standards of
performance to compare with organizational activities. However, for some of the activities the
standards cannot be specific and precisgtandards, against which actual performance will be
compared, may be derived from past experience, statistical methods and benchmarking (based
upon best industry practices). As far as possible, the standards are devdidgiedally rather

GKFEY (2L YFYyF3SYSyd RSOARAY3I dzyAfl GSNIXrfftesx 1S

Standards may be tangible (clear, concrete, specific, and generally measurable)erical
standards, monetary, physical, and time standards; and mitde (relating to human
characteristicsy, desirable attitudes, high morale, ethics, and cooperation.

2. Measure Actual PerformanceMost organizations prepare formal reports of performance
measurements both quantitative and qualitative (where quantificatis not possible) that the
managers review regularly. These measurements should be related to the standards set in the
first step of the control proces&or example, if sales growth is a target, the organization should
have a means of gathering and reporting sales data. Data can be collected through personal
observation (through management by walking around the place where things are happening),
statisticd reports (made possible by computers), oral reporting (through conferencingp-one
one meeting, or telephone calls), written reporting (comprehensive and concise, accounting



information ¢ normally a combination of all. To be of use, the information fidwuld be
regular and timely.

3. Compare Performance with the Staadis: This step compares actual activities to performance
standards. When managers read computer reports or walk through their plants, they identify
whether actual performance meetsxceeds, or falls short of standards/pically, performance
reports simplify such comparison by placing the performance standards for the reporting period
alongside the actual performance for the same period and by computing the varidghaeis,

the difference between each actual amount and the associated standard.

The manager must know of the standard permitted variation (both positive and negative).
Management by exception is most appropriate and practical to keep insignificant deviations
away. Timetald for the comparison depends upon many factors including importance and
complexity attached with importance and complexity.

4. Take Corrective Actiomnd Reinforcement of Successeééd/hen performance deviates from
standards, managers must determine what nobaes, if any, are necessary and how to apply
them. In the productivity and qualitgentered environment, workers and managers are often
empowered to evaluate their own work. After the evaluator determines the cause or causes of
deviation, he or she can takthe fourth steg corrective actionThe corrective action may be

to maintain status quo (reinforcing successes), correcting the deviation, or changing standards.
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judgment and initiative. The corrective action may be immediate or basic (modifying the
standards themselves).

Importance of Control:

1. Guides the Management iAchieving Predetermined GoalsThe continuous flow of information
about projects keeps thehg range of planning on the right track. It helps in taking corrective
actions in future if the performance is not up to the mark.

2. Ensures Effective Use of Scarce and Valuable Resourbescontrol system helps in improving
organizational efficiency.Various control devices act as motivators to managers. The
performance of every person is regularly monitored and any deficiency if present is corrected at
the earliest.Controls put psychological pressure on persons in the organization. On the other
handcontrol also enables management to decide whether employees are doing right things.

3. Facilitates CoordinationControl helps in coordination of activities through unity of action.
Every manager will try to coordinate the activities of his subordinatesrder to achieve
departmental goalsSimilarly the chief executive also coordinates the functioning of various
departments. The control acts as a check on the performance and proper results are achieved
only when activities are coordinated.



4. Leads to Blegation and Decetnalization of Authority: A decision about follovup action is also
facilitated. Control makes delegation easier/better. Decentralization of authority is necessary in
big enterprises. The management cannot delegate authority without engwproper control.

The targets or goals of various departments are used as a control technique. Various control
techniques like budgeting, cost control; pre action approvals etc. allow decentralization without
losing control over activities.

5. Spares Tp Management to Concentrate on Policy Making:2 NJ O2 Yy i NBf LINRP OS&aaSa
attention is not required every now and then. The management by exception enables top
management to concentrate on policy formulation.

Why do people Oppose Control?
Many people are averse to the concept of control for the following reasons:

(bSg> Y2NB a2NBIF yAOE Faghdizig cPg@nizaiond beyfhanadedi A 2 v a
teams, network organizations, etc.) allow organizations to be more responsive anchbtiat
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much more than the hierarchical, rigidly strucgéd organizations of the past.

(i) Many people assert that as the nature of organizations has changed so heusature of
YEYyF3aASYSyid O2yiNBfo {2YS LIS2LXS 32 a2 FIEN I A
any form of control whatsoeverThey claim that management should exist to support
SYLX 2 &S S Qa be Sullyf @oddctive members of organizations asdmmunities ¢

therefore, any form of control is completely counterproductive to management and employees.

(i{ 2YS LIS2LX S S@®Sy NBIFIOG adaNery3afte F3IFAyad GKS
has a negative connotation, e.g., it can sound domimggtcoercive and heavyanded. It seems
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(iv) People also oppose controls as they are thought of decreasing autonomy, stifling creativity,

threatening security, and perpetuating oppression. This may lead to change in expertise and
power structure, and social structure in the organisation.

Types of ControlControls can be numerous in kind. These may be classified on the basis of
(a) timing, (b) designgsystems, (c) management levels, and (d) Responsibility

On the basis of timing:

Control can focus on events before, during, or after a process. For example, a local automobile
dealer can focus on activities before, during, or after sales of new cars.cBatiols may be
respectively called as Preventive, Detective, and Corrective.

On this basis the control may be:






