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1 OBJECTIVES 

After studying this unit, you should be able to: . 
explain different meanings of the word management 
distinguish between managetnent and administration 
defm management and list out its features 
explain the science and art of management 
state the chamcteristics of management as a profession 
describe the hierarchy of management and their skill requirements 
enumerate the activities under each managerial function - 
describe the direct aqd indirect elements of corporate environment and barriers to 
social performance. 

We often come across the word management refemkg to people who run entaprises 
organised as either sole-trading or partnership or corpomte firms. Tbege or&satiws are 
either owner-managed or managed by professional managers. But in the evolutionary 
p e s s  all organisations having passed through certain ms of growth should require 

-.,professionally mined people to manage them. The extent of swccs these mmgers 
;achieve depends on their knowledge of management theory and its skimkilM application. In 
I the transition from owner-managed enterprks to p r o f e s s i d - m e d  enterprises, 
profit is no longer the sole indicator of success. The management is obligated to put up 

; performance in areas which are concerns of groups other than owners. If! this 
r introductory unit you will learn the different meanings of the word m a n a g ~ t .  how it 
1 differs from adminiseation, nature and scope of managemenf how managcmem is both 
:! a science and art, the characteristic features of management as a profession. You will 

, further learn managerial levels and the skill requirements of each level, managerial 



Management: Introduction activities classified under functions and undertaken by managers of all levels, and social 
and Overview responsibilities of management. 

CONCEPT OF MANAGEMENT 

Management is essential at all levels of an organisation. But the word management has 
been given different interpretations. It is used as a noun, a process, and a separate 
discipline. 

1.2.1 Management as a Noun 
In general and popular usage, management refers to a distinct group of people who 
direct the activities of other people and material resources toward the attainment of 
predetermined goals. Giving a broader meaning to it, one can look at management as a 
resource, a system of authority, and a class or elite. 

1 Management as an economic resource : The economist's view of management is 
that it is a factor of production just like entrepreneurship, capital and labour. The 
managerial resource, to a large extent, determines orgaoisational effectiveness and 
efficiency. Hence in a dynamic environment managerial development is more 
important and its use must be more intensive. 

2 Management as a sfitem of authority : Management is a system of authority in 
the sense that it consists of a team of managers who are responsible for making 
decisions and supervising the work of others. Managers at different levels possess 
varying degrees of authority. Higher level managers lnaliage managers at middle 
levels. Middle and lower level managers supervise and control their subordinate 
managers and workers. 

3 Management as a class or elite : Sociologists view management as a class and 
status system. Increasing complexity of management in the modern complex 
organisation has led to maniigers k ing  regarded as a distinct class in society, who 
possess knowledge and skill of a high order. Access to managerial posilions is based - 
on achievement criteria (i.e., on intellect and knowledge). rather than on ascriptivc 
criteria (i.e., on family and social origins). This de;lelopment is viewed by some as 
managerial revolution in which the managerial class threatens to become autonomous 
groups with increasing amount of power. Others view this development not with . 
alarm because increase in power of managers attracts more of them, wllich prevents 
managerial autocracy. 

1.2.2 Management as a Process . 
Interpreted as a process, management consists of a series of inter-related managerial 
activities classified into various functions like planning, organising, staffing, leading and 
controlling. Managers undertake these functions with a systematic approach, so as to 
integrate physical and human resources into an effective operating unit. Management is, 
thus, regarded as the process by which a co-operative group directs action towards 
common goals. 

1.2.3 Management as a Discipline 
Another connotation of management is that it is a separate discipline having a 
systematised body of knowledge which managers use in pqrforming'their jobs. As a 
separate field of study, management includes the principles and practice of general 
management as well as of the various functions of management. It has developed its own 
techniques and 'approaches. The theoretical foundations of management have evolved on 
the basis of experience, observation and scientific investigations. 

1;s MANAGEMENT AFD ADMINISTRATION 

Management and administration are two terms which are given different interpretations 
as well as used as synonyms. 



I 1.3.1 Management and Administration as Two Distinct Terms 
I Distinction between the terms management and administration is often attempted with 
I reference to the nature of enterprises and managerial levels. 

I Distinction based on nature of enterprises : According to one view, it is more 
appropriate that the term management be used with respect to enterprises having an 
economic orientation. In other words, the term management should relate to 
economic enierprises (business enterprises) whose primary goal is generation of 

. 

surplus. The term administration is preferred with respect to government enterprises 
pursuing social and political activities and whose primary objective is other than 
surplus generation. 

I 2 Distinction based on managerial levels : Management and administration are used 
I as two separate terms in the context of the single enterprise keeping in view 

, managerial functions and hierarchy. Subscribing to this view, there are two schools 
of thought; (i) American School of Thought and (ii) British School of Thought. 

i) American School of Thought : According to this school.of thought, 
administration is a broader concept than management. It sets objectives which 
management strives to realise, and lays down policies under which management 
operates. Management, on the other hand, is the force that leads, directs and 
guides the organisation in the accomplishment of predetermined objectives. Thus, 
according to this school, administration is a thinking function or a top level 
function involved in planning, setting objectives and policies. Whereas 
management is a doing function or lower level function engaged in execution of 
the plans. 

ii) British School of Thought : According to this school of thought, management 
is a wider concept than administration. Management is the rule making and rule 
enforcing ,body. It performs top level functions of the organisation. Whereas 
administration handles the current problems which arises in carrying out the 
policies laid down by the management. This school emphasizes that management 
is an all-encompassing and comprehensive term and administration is part of it. 

- 
iii) Reconciling the two Schools of Thought : In an attempt to solve the 

terminological problem, management is categorised as administrative 
management and operative management. Administrative management is top 

I management incharge of planning function. Operative management is middle and 
lower level managements responsible for execution of the plans. Look nt Figure 
1.1 which shows both administrative and operative functions of the management: 

Figure 1.1 
Title : Administration Vs Munagement 

Top Management 

Lower Management 

1.3.2 Management and Administration as Synanyms 
Another viewpoint is that administration and management are synon~mous terms. Any 
attempt to distinguish between them is misleading. All managers, irrespective of their 
level in the organisatign, perform the same managerial functions. Hehce no two sets of 
personnel are required to discharge administrative and managerial functions in a single 
enterprise. In fact, top management is chiefly concerned with performing administrative 
activities, whereas managers at lower levels are predominantly concerned with executive , functions. 

Nature and Scope of ' 
Management 



Management: Introduclion 
and Overview 1.4 DEFINITION OF MANAGEMENT 

Management is the art of getting things done through people. In a broader sense, it is 
the process of planning, organising, leading and controlling the efforts of organisation 
members and of using all other organisational resources to achieve stated organisational 
goals. The definitions of management can be broadly classified into four groups: 
1) Process School, 2) Human Relations School, 3) Decision School, and 4) Systems and 
Contingency School. 

1 Process School : The Process School defines management in terms of functions 
undertaken by the manager in an integrated way to achieve organisational purposes. 
According to Henri Fayol, to manage is to forecast and plan, to organise, to 
command, to coordinate and to control. All other definitions of management 
related to this school are either marginal additions, deletions, or elaborations of the 
functions listed out in the above definition. 

2 Human Relations School : This school emphasises the human aspect of organisation 
and conceives it as a social system. It is a social system because managerial actions 
are principally concemed with relations between people. In fact, management is 
concemed with development of people and not the direction of things. The essence 
of this school is well reflected in the definition of Lawrence Appley to whom 
management is the accomplishment of results through the efforts of other 
people. 

3 Decision School : The Decision School defines management as rule-making 
and rule-enforcing body. In fact the life of a manager is a perpetual choice 
making activity and whatever a manager does, he does through his decisions. 
Moreover, decision making power provides a dynamic force for managers to 
transform the resources of businbs organisation into a productive and cooperative 
concern. .. 

4 System and Contingency School : According to this school, organisations like any 
living organisrn must adapt themselves to their environments for survival and 
growth. Thus, management involves designing organisations adaptaple to changing 
markets, technology and other critical environmental factors. The systems theory of 
organisatioi~s are organic and open systems consisting of interacting and- 
interdependent parts and having a variety of goals. Managers are supposed to 
maintain balance among the conflicting objectives, goals and activities of members of 
the organisation. He must achieve results efficiently and effectively. According \o 
Contingency School there is no best way to design organisntions and manage them. 
Managers should design organisations, define goals and formulate policies and 
strategies in accordance with the prevailing environmental condilions. 

Different schools of thought defined management differently due to three reasons : 
1) difference in perspectives of management and organisation theories, 2) shifts in 
emphasis in the study of the organisation from economic and technical aspects to 
conceptual and human aspects, and 3) focus on internal and external environments of the 
organisation. 

1.5 NATURE AND SCOPE OF MANAGEMENT 

So far you have learnt the definition of management, management as a noun, process 
and discipline and difference between administcation gnd'management. Let us now 
discuss the nature and scope of management. J 

1.5.1 Nature of Management 
The essential features of management reveal its nature and importance. These are 
discussed below. 

1 Universality : Management is an universal phenomenon in the sense that it is 
' 

common and essential element in all enterprises. Managers perform more or less the 
same functions irrespective of their position or nature of the organisation. The basic 
principles of management can be applied in all managerial situations regardless of the 
size, nature and location of the organisation. Universality of managerial tasks and 



principles also implies that managerial skills are transferable and managers can be 
. trained and developed. 4 

2 Purposeful : Management is always aimed at achieving organisational goals and 
purposes. The success of management .is measured by the extent to which the 
desired objectives are attained. In both economic and non-economic entetprises, the 
tasks of management are directed towards effectiveness (i.e., attainment of 
organisational goals), and efficiency (is., goal attainment with economy of resource 
use). 

3 Social process : Management essentially invoives managing people organised in 
work groups:It includes retaining, developing and motivating people at work, 
as well as taking care of their satisfaction as social beings. All these 
interpersonal relations and interactions makes the management as a social 

C 

process. 

4 Coordinating force : Management coordinates the efforts of organisation members 
through orderly arrangement of inter-related activities so as. to avoid duplication and 
overlapping. Management reconciles the individual goals with the organisational 
goals and integrates human and pllysical resources. 

5 Intangible : Management is intangible. It is an unseen force. Its presence can be felt 
everywhere by the results of its effort which comes in the form of 
orderliness, adequate work output, satisfactory, working climate, employees 
satisfaction, etc. ' 

6 Co~itinuous process ,: Management is a dynamic and an on-going process. The cycle . 
of management continues to operate so long as there is organised action for the . 

achievement of group goals. 

7 Composite process : Functions of management cannot be undertaken. sequentially, 
independent of each other. Management is a composite process made up of 
individual ingredients. All the functions are perfomled by involving several 
ingredients. Therefore, the whole process is integrative and performed in a network 
fashion. 

8 Creative organ : Management creates synergetic effect by producing results which 
are more than the sum of the individual efforts of the group members. It provides 
sequence to operations, matches jobs to goals, connects work to physical and 
financial resources. It p~ovides creative ideas, new imaginations nnd visions to group 
efforts. It is not a passive force adopting to external environment but a dynamic life . . giving element in every organisation. 

11.5.2 Scope sf Management 
Management, like any other subject, deals with clearly defined activities without which 
its progress is impossible. It confines to concepts, principles and theory related to 
managerial functions. Enterprise functions which vary from organisation to organisation, 
are excluded from its purview. So typical enterprise functions viz., production, finance, 
marketing and personnel are outside the scope .of management. 

Check Y s ~ r  Pralgresa )A 
1 What is the concept of management as a process? 

2 What is concept of management as EI discipline? 

Nature and Scope of 
Management 



Manag~ment: Introduction 3 Against the each statement given below, write the name of the management school. 
and Overview 

Srarernema School of Management Thought 
1 

i.1 Managemenu is  o rule-making, 
and mlk efifbrci~ng body. ............................................... 

i5), Defines ma.nagemene in terms 
o;fi functions- ............................................... 

iiii~) Designing the oganisa8ions 
t@ keep &?mi Eit. t@ the 
charging eravirmrnent. . . , 

4 Sure whether the fallowing statements are True or False. 

3) Mminisuarive management executes plans. ........................ 
iiii) W ~ a t k e  mamragement formulates plans. ........................ I 
E i i ]  Bmri Fayo! belongs to process school. ........................ I 
iw)\ Jn maauEe orgmisafions the decisions are made 

by awnw-managers. 

v) Univa~aJiEy of management means 
maagemen€ is the subject that 
stprdies universe. 

rii) Ekommic enterprises are non-profit oriented, ----- I 
1.6 MANAGEMENT AS A SCIENCE AND ART 

Management has characteristics of both science and art. It is through scientific methods 
of observation and experiments that a systematised body of knowledge has grown in the 
field of management. There are principles, techniques and theories of management. 

A science explains phenomena, events and situations as well as establishes cause and 
effect relationship between two or more variables. So do management theories and 
principles seek to explain organisational phenomena of human conduct and behaviour. 
The usefulness of the techniques of management is derived from cause and effect 
relations between variables. Rut management is a social science as i t  deals with people 
and their behaviour. Thus, management is not as perfect or exact as natural sciences like 
physics and chemistry. Human behaviour cannot be subjected to laboratory experiments 
in the same way as possible in physics and chemistry. It is not possible to predict human 
behaviour with complete accuraci under all circumstances. Moreover, business conditions 
are liable to frequent changes. Therefore, principles of management cannot be regarded 
as absolute truths; they are flexible guides. 

However, management theory provides a broad framework for training in management 
and practice of management. Management principles are capable of wide application and 
improve managerial performance, They serve as guides to practicing managers in solving 
the problems, by obviating the need for laborious trial and error method. Besides, 
principles serving as hypotheses are of a great help to researchers in developing new 
theory and improving and integrating the existing theory. The art of management, like 
any other art, is application of theory of management in the light of realities to attain 
the desired results. The essential funhonal difference between science and art is that the 
former explains the events of the past and the latter accomplishes ends, effects results, 
and produces situations which would not come about without it. Art is essentially 
concerned with the application of scientific knowledge and skill to achieve concrete 
results. But it also requires an insight and judgement to be exercised, which are involver1 
in the process of management. I 

short, managing may be regarded as .the art of doing, and management as the body of 
ledge that underlies the art. At the same time, it must be noted that science and art 

sive but complementary. Improvement in one 
is not proved in management science, it cannot be 

L 



a comprehensive tool for manager. When faced with conflicting principles in a given 
situation, managers have to work out compromises between principles to get practical 
result with least cost. 

Nature and Scope cf 
Mnnagernent 

1.7 MANAGEMENT AS A PROFESSION ' 

Louis Allen defined profession as "a specialised kind of work practiced through and by 
use of classified knowledge, a common vocabulary, and requiring standards of practice 
and code of ethics established by a recognised body." Whether managenlent can be 
called a profession or not will be clear if we compare its features with the characteristics 
of recognised profession like medicine, law, accountancy, etc., which are discussed 
below: 

1 Systematic knowledge : Every profession has a well defined area of orgmised 
knowledge. Management also deals with distinct Tea of knowledge which is 
developed around functions of management. Techniques of management developed 
by drawing knowledge from other branches like economics, mathematics and so on, 
facilitate managers to perform their, job better. Coordinated decision making in 
organisation is made possible by application of the same theory by all managers in 
their decision making. Managers should possess experimental attitude in acquisition 
of new knowledge so as to prove successful in an ever-changing organisational 
environment. 

2 Formalised method of acquiring knowledge : For present day maqagers. formal 
education and training and important sources of acquisition of knowledge. Transfer 
of knowledge gained Gough experience from one living mind to another or intuitive 
knowledge are no longer considered adequate for practicing managers. 

3 Performance-based status : Manager's status in the present day organisation is 
linked to its performance rather than other extraneous factors like family or political 
connections. This way manalgement is exacting philosophy with performance 
orientation. 

4 Code of ethics : Professionals must be governed by a strict code of ethics 
formulated and enforced by professional bodies to protect their members integrity. 
Since it is difficult to identify clearly the membership of management associations 
and their role, managerial codes of ethics has not yet evolved so as to be acceptable 
to all practicing managers. 

5 Dedication and commitment : True professionals through dedication and 
commitment serve their clients interest. Financial reward is not the measure of their 
success. Managers today are expected to serve the long-run interest of the 
organisation but they are also conscious of their social responsibilities. Besides, they 
are entrusted with wealth producing resources of society which they are expected to 
put to the most effective use. 

We may conclude from the above discussion that management cnnllot be regarded as a 
profession in all respects but it has some of the characteristics of a profession. 

1.8 LEVELS OF MANAGEMEN'JT AND SKILL 
REQUIREMENTS 

Managers are classified on the basis of range of activities for which they are responsible. 
Functional managers are responsible for a single function whereas general managers have 
profit responsibility and coordinate different functions sf the enterprise. Another major 
classification of managers is their vertical division into three broad levels of management 
viz,, top, middle and lower levels. 

1.8.1 Hierarchical Classification of Managers. 
The vertical division of managerial work in the organisation leading to specialisation in 
hierarchy, is supported by t h e  reasons viz,, need for expertise in managerial decision 
making, need for coordination and need for accountability of operative employees. 

1 Top managers : The top management includes the Board of Directors, the Chief 
Executive and Senior Executives and in-charge of functional departments. They 



Maniigemsnt: Zntrod~dlon 
and Overview 

comprise a small group which is responsible for the overall management of the 
organisation. They make and communicate policies and strategies guiding the middle' 
and lower level managers. Their primary ask is that of relating the organisation to 
the external environment. 

2 Middle managers : The middle, level of managenlent consists of departmental 
managers and branch managers. This group direct activities to implement the 
organisational plans and policies. This middle management balances the demands of 
top management with the capabilities of lower level management. 

3 Lower level managers : Supervisors and foremen belong to this category. They 
belong to the operating level of management and are responsible for the work of 
operative employees i.e., non-managers. They are directly responsible for the actual 
production of goods and services. 

1.8.2 Classification of Managerial Skllis 
We have discussed the classification of managers and the major activities each group 
performs. Now let us discuss about the skills required by the managers. At all levels, 
managers require three types of skills. They are 1) technical skills, 2) human skills, and 
3) conceptual skills. 

1 Technical skill : It is the ability of a manager to use the equipments, methods and 
techniques involved in performing specific tasks. Technical skill is required more at 
the lower level of management i.e., at the supervisory level. At higher levels, the 

\ technical skill is less important as managers can rely upon others for technical 
information. 

2 Human skill : The ability of a manager to work with, understand, and motivate 
people'in the organisation is known as human skill. It also involves the ability to 
build effective work teams. The human aspect of management requires individual as 

, well as group relations to be maintained and developed for achieving maximum 
efficiency. ~ u m a n  skills are important at all levels of management. 

ConceptuaI skill : This consists of the manager's ability to coordinate all 
organisational activities and varied interests involved in it. It involves viewing the 
organisation in its totality and understanding the inter-dependence of its individual 
parts. Of all the skills, this conceptual skill is the most difficult skill to acquire. 
Conceptual skill is very important for top management in formulating long-range 
plans, broad policies anderelating the business enterprise to the industry and I 
ecoilomy. 

11.8.3 Skill-Mix for Different Levels of M*anagement 
Though all the three types of skills discussed earlier are essential for effective 
management, the relative importance of each type of skill varies according to the level 
of management. Technical skills assume greater importance at the lower level 
management, while they become less important as one moves upwards in the hierarchy. 
 urna an skills are important at all three levels of management as managerial success 
primarily lies in getting things done through people. The higher the level of 
management, the greater is the need for conceptual skill. The important implication of 
analysing levels of management and skill requirements is for managerial training through 
which skills are imparted to meet the specific needs of managers of each organisational 
level. 

1.9 MANAGERIAL FUNCTIONS 

I ' Enterprise functions vary according to the nature of.ent&prise. Functions like 
production, marketing, finance, and personnel noticed in typical industrial undertakings. 
If you take a transport undertakings, the main functions are operations, traffic and 

j finance. However, the vanagerial activities grouped into functions are basic for all 
managers at all levels in all, types of enterprises. 

1 job, when put together, make up the 
alysed into .key functions of management viz.,, 
and controllipg. Planning, organising and 

man aspects are Mown as mechanics of 



management, whereas staffing and directing which are primarily concerned with human 
aspcts constitute dynamics of management. In the conceptual scheme, though the 
functions are listed out in a sequence, in practice they are interlocked as a system. As all 
functions are not equally important for all managers, time spent by them for each of 
these functions varies according to their levels in the organisation. These functions has 
been discussed below. You will learn in detail about all these functions in unit 3. 

1 Paanwing : Planning refers to anticipating the future conditions and choosing from 
among the alternative future courses of action. The planning process generally 
includes the following activities. 

i) Forecasting is looking ahead to anticipate the opportunity, problems and 
conditions in a future period of time. 

ii) Establishing objectives means setting the end results to be accomplished by 
directing organisational efforts. 

iii) Programming is establishing the sequence and priority of actions to be followed 
in the attainment of the objectives. 

iv) Scheduling is deciding on time sequence for pro&arnme steps. 

v) Budgeting is allocation of resources to minimise costs. 

vi) Establishing procedures means developing and applying standardised methods 
of performing a specific work. 

vii) Developing policies involve establishment and interpretation of standing 
decisions that apply to repetitive questions and problems of significance to be 
organisation as a whole. 

2 Organising function : The organising function of management is the process of 
defining and grouping of activities and creating authority relationship among them. It 
consists of: 

i) Developing the organisation structure which involves identification of task and 
grouping them into units or departments for performance. 

ii) Delegating authority to the managers and making him responsible for group 
performance. 

iii) Establishing relations creating conditions necessary for mutually cooperative 
effoxts of people in the organisation. 

3 Staffing : Planning the organisation with suitable personnel constitutes the staffing 
function. It involves seleclion, training and development, compensation, and appraisal 
of subordinates by the manager. ~ a n ~ o w e r  planning and manpower management 
looks after these activities and try to onsure suitable methods of remuneration and 
performance.appraisa1 of the employees. 

4 Directing function : Directing involves managing people and the work through the 
means of motivation, proper leadership, effective communication and coordination. A 
manager must develop'ability to command. He should issue orders md instructions 
without arousing any resentment among the subordinates. He must be able to secure 
willing obedience from his subordinates without destroying their initiative and 
creativity. Moreover, it requires a sound communication system to enable exchange 
of ideas and information for common understanding. 

5 Controlling function : Controlling enables management to ensure that achievement 
is in accordance with the es'tablished plans. It involves: 

i) Establishing performance standards for evaluating results. 

ii) Performance on the basis of records and repbrts on the progress of work. 
iii). Performance evaluation against the standards set. 

iv) Corrective action to regulate operations, remove deficiencies and improve 
performance. 

- -. . -- " " 

, .1.PQ SOCIAL RESPONSIBILITIES OF MANAGEMENT 

The term social responsibilities may be defined as the obligation of management towards , the society and others concerned with the activities of the organisation. 

Nitore and Bco~e  of, 
. Managernemf 
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1.18.1 Reasons for Social Responsibilities 
As you know, the business enterprises are creatures of society and should therefore 
respond to the demands of society. If the management does not react to changes in social 
demands, the society will either force them to do so through laws or will not permit the 
enterprise to survive. Hence the long-run interests of business are best served when 
management assumes social responsibilities. The image of a business firm is often linked 
with the quality of its products and customer service and the extent to which it fulfils 
the expectations of owners, employees, consumers, government and the community at 
large. For long-run success it matters a great deal if the f h  has a favourable image in 
the public mind. Finally, every business enterprise is an organ of society and its 
activities have an impact on the social scene. It is, thus, important for management to 
consider whether their policies and actions are likely to promote the public good, 
advance the basic values of society, and constitute to its stability, strength and harmony, 

I 
1.10.2 Shke-Holders of the Organisation 
As the outcome of the increasing concern for the social respor~sibility of management, it 
is now recognised that, besides taking care of the financial interest of owners, managers 
of business firms must also take into account the interest of various other groups such as 
employees, consumers, the government, and the community as a whole. These interested 
groups are directly or hidirectly affected by the pursuit of business activities and they 
are the stake-holders of the business enterprise. 

Let us briefly outline the social responsibilities of management towards each of the 
interested groups viz., owners (shareholders), employees, consumers, the government and 
public at large. 

1 Responsibility towards owners : The primary responsibility of management ii to 
assure a fair and reasonable rate of return on capital and fair dividend to the 
shareholders as investors and riskbearers. What is a fair retum on investment can be 
determined on the basis of difference in the risks of business in different fields of 
activity. With the growth of business the shareholders can also expect appreciation in 
the value of their capital. These may be regarded as the legitimate expectations of 
the shareholders not high rate of return earned through black marketing and unfair I 
trade practices. 1 

2 Responsibility towards employees : Management responsibility towards employees 1 
relate to the fair'wages and salaries, satisfactory work environment, labour- 
management relations, and employee welfare. Fair wages should be fixed in the light 
of labour productivity, the prevailing wage rates in the same or neighbouring areas 
and relative importance of jobs. Managers salaries and allowances are expected to be 

I 
linkcd with their responsibility, initiative and skill. But the spread between minimum 
wages and highest salaries should be reasonable. Managers are expected tb build up 
and maintain harmonious relations between superior and subordinates. Management 
aid union relations should be harmonious and cooperative. Another aspect of 
management responsibility towards employees is the provision of welfare amenities 
like safety and security of working conditions, medical facilities, housing, canteen, 
leave and retirement benefits. 

3 Responsibility towards consumers : In a competitive market, serving consumers is 
supposed to be a prime concern of management. But in reality perfect competition 
does not prevail in all product markets. In the event of shortage of supply there is no 
automatic correction. Besides consumers are often victims of unfair trade practices 
and unethical conduct of business. Consumer interest are thus protected to some 
extent with laws and pressure of organised consumer groups. Management should . 
anticipate these developments, satisfy consumer needs and protect consumer interests. 
Goods must be of appropriate standard w d  quality and be available in adequate, 
quantities at reasonable prices. Management should avoid resorting to hoarc!'~g or 
creating artificial scarcity as well as false and misleading advertisements. 

4 Responsibility towards the governments : As a part of their social responsibility. 
management must conduct business affair in lawful manrer, honestly pay all the 
taxes and dues, and should not corrupt public officials for selfish ends. Business 
activities must also confirm to the economic and social policies of the 
government. 



5 Responsibility towards the community and society : The socially responsible role 
of management in relation to the community are expected to be revealed by its 
policies with respect to the employment of handicapped persons, and weaker sections 
of the community, environmental protection, pollution control, setting up industries 
in backward areas, and providing relief to the victims of natural calamities. 

Check Your Progress B 
1 Classify the following managerial activities into fmctiens: 
-. -- 

Managerial Activity Managerid Function 

i) Forecasting .................................................... 
ii) Communication .. -.s.,......,...,...-l .........,...... .,,.,.," ...... 8,,.~.. 

... iii) Establishment of p e r f m e  s ; t a n h &  .....-....................,.......aa.......................... 

iv) Selecting managers ................... ,....,., ...-......... ..~.,.......... 
....a*... . .... ...la... I.,. v> Budgeting ..- .-... .-.*.,,XI( ., .. *,..,.+ .,.,. 

2 State whether the fdlowing statements me Tme w R a l ~ ,  

i) Lower level management is oherwise cdltsd strategic magemm1;. 
ii) Conceptual skilill implies ability to use t~3~316~ pamdures and twhniques 

iii) Profit-making responsibiiity Iks with f d o n a ; l  mqm, 

iv] Staffimg m m s  manning lhe 0~gdni5;atjm stwctllre. 

v) Motivating belongs It0 planniqg fmdm. 
vi) Employees of the enterprise are stake-~om. 

1.11 LET US SUM UP 

Various meanings assigned to the word 'management' add up consistently. Management 
is a distinct decision-making group which makes use of systematised body of knowledge 
relating to functions that make up the process. Distinction between management and 
administration can be drawn by prefemng the usage of the former term in commercial 
enterprises and the latter tern in government enterprises engaged in social and political 
activities. But in practice both the terms are used as synonyms and there is no evidence 
that two sets of people called administrators and managers are required for running an 
enterprise. 

Definitions of management can be grouped under four different schools. The process 
school analyses the job of a manager and classifies managerial activities into distinct 
functions viz., planning, organising, staffing, leading and controlling. Human relations 
school, while emphasising human aspect of an organisation, gives more importance to 
managing people. The decision school focuses on decision-making involving the 
managerial activity of developing and choosing from among alternatives. Managerial 
responsibility of relating orgmisation to external environment is the subject matter of 
systems and contingency schools. Essential features that make up the nature of 
management, are also derived from the concepts and definitions of management. 

Management as a-distinct branch of knowledge with a clearly defined boundaries, 
confines itself to the managerial job conceptually divided into functions. While 
managerial functions are common to all enterprises, enterprise functions derived from 
the purposes of the enterprises vary according to their nature. Management, though not 

, 
an exact science, is progressing towards perfection. Arr of management, which is an 
application of management science for achieving practical results, depends on the latter 
for its improvement. Thus science and art of management are not mutually exclusive, 
but complementary to each other. Management is increasingly being regarded as a 
profession, as it has a body of knowledge the acquisition of which is compulsor~ for 
gaining access to managerial jobs in the modern complex organisations. Skill 
requirements for all levels of managers are identified as conceptual, human and 
technical. Human skill is important at all levels. Higher the managerial level the greater * 
the need for conceptual skill. Technical skill which assumes greater importance at lower 
levels, is of less significance at higher levels. 

Nature and Scope of 
Management 
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Their term 'social responsibilities' may be defined as the obligations of management 
towards the society and others concerned with the activities of the organisation. Business 
enterprises are creatures of society and should therefore respond to the demands of 
society. Otherwise management will be'forced to confirm to social demands through 
laws or the enterprise may not be permitted to survive. It is in the ldhg run interest of 
business if the management assumes social responsibilities. Managers of business firms 
must not only take care of the financial interest of owners but also take into account the 
interest of other stake-holders of the firm including employees, consumers, the 
government and the community at large, 

1.12 KEY WORDS 

Administration : A,  thinking function concerned with overall deterniination of 
objectives and policies to be executed by the management. 

Art of Management : Application of science in the httainment of practical results. 

Conceptual Skill : Ability of a manager to visualise and coordinate the activities of, 
and varied interests in the organisation as s whole. 

Controlling : A process of evaluating results against predetermined standards and 
correcting deviations, if any. 

Forecasting : Anticipating future environment. 

&¶anagemeit : Process of attainment of predetermined objectives by directing activities 
of a group of persons and employing other resources. 

Organising : Process of identifying and grodping 'the work to be performed and 
establishing relations between persons and granting necessary authority to them, 

Planning : Determining future course of action. 

Profession of Management : Practice of a specialised kind of job applying systeinatised 
body of knowledge and guided by code of ethics set by a recognised body. 

Staffing : Manning the organisation structure and keeping il manned. 
? 

Science of Management : A body of knowledge consisting of concepts, principles and 
techniques orgnnised around managerial functions. 

Social Responsibilities : Obligation of management and enterprise towards stake- 
holders. 

1 . 3  ANSWERS TO CHECK YOUR PROGRESS 

Check Your Progress A 

3 (i) Decision school (ii) Process school (iii) Systems and contingency Schools 
(iv) Human relations school 

4 (i) False (ii) False (iii) True (iv) Wlse (v) False (vi) False 

Check Your Progress B 

1 (i) Planning (ii) Leading (iii) Controlling (iv) Staffing (v) Planning 
A 

2 (i) False (ii) False (iii) False (iv) True (v) False (vi) False 

--- 
1.14 TERMINAL QUESTIONS 

1 What is management? How is it defined? 

2 Do you agree with the view that management is both a science and an art? 
Substaptiate. . , 

3 What is profession? Is management a profession? Why? 

ain the skill requiremerits of managers at different levels. 

v 



5 Discuss various functions of management. ,-;' 

6 Define social responsibilities. Explain the social responsibilities of management 
towards a) Employees b) Consumers add/c) Community. 

7 Distinguish between: 

a) Management and administration. 

b) Management as a process and a system of authority. 

c) Administrative management and operative management. 

Note: These questions will help you to understand the unit better. Try to 
write answers for them. But do not send your answers to the 
University. These are for your practice only. 

Nature and Scope of 
Management 
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Structure 
2.0 Objectives 
2.1 Introduction 
2.2 Evolution o f  Management Thought 
2.3 Scientific Management 
2.4 Fayol's Administnative Theory 
2.5 Human Relations Approach 
2.6 Behavioural Approach 
2.7 Decision Theory 
2.8 Modem ( ~ ~ s t e m s ) ~ ' k ~ ~ r o a c h  
2.9 Contingency. Approach 
2.10 Let Us Sum UP 
2.11 Key Words 
2.12 Answers to Check Your Progress 
2.13 Terminal Questions 

After studying this unlt, you should be able to: 

8 distinguish between different stages in the evolution of management thought 
e explain the concept of 'scientific management' and enumerate the principles of 

scientific management 
@ analyse Fayol's adrninistritive theory of management 
8 describe the features of human relatio~is approach to management 

outline the main element of behavioural approach 
O explain the Decision Theory of Management 
8 describe the characteristics of the modem (systems) approach to the study of 

management 
O explain the contingency approach to management. 

2.11 INTRODUCTION 

-In unit 1 you have studied the concept of management, its nature and scope. Although 
the practice of management is as old as civilisation, systematic thinking on various 
aspects of management started only from the beginning of the last century. With the 
passage of time, different thinkers viewed the task of management in the light of their 
own experience and understanding of the process of management. In this unit, we shall 
discuss the more important stages in the evolution of management thought, difierent . 
approaches to the study of management and theories developed in that context. 

2.2 EVOLUTION OF MANAGEMENT THOUGHT 

How to manage activities involving large number of people must have been known even 
in the ancient past. There are evidence all over the world about the practice of 
management since the dawn of civilisation. Without proper management it would have 
been impossible to undertake consrruction of the Egyptian pyramids, or the Great Wall 
and the irrigation canals of China. However, organised activities in earlier times mainly 
required engaging people for manual operations and getting work done under strict 
supervision. On the other hand, work in cottage industries which flourished during the 
middle ages mainly involved engagement of family members and apprentices and 
application of traditional skills with simple tools and implements. ' 

Far reaching changes took place in the organisation of economic activities with the 
industrial revolution at the turn of the 18th century. Scientific and technical inventions 



paved the way of large scale factories using mechanical power and employing hundreds Approaches to the Study of 

of people. The systems of transport and communication were also transformed in the ' 

Management 

process and enabled producers to undertake distribution of goods in ever widening 
markets. With the growth in size and increasing complexity of organisations, the nature 
and scope of managerial functioils have also undergone considerable changes. The task 
of management no longer consists of supervising simple operalions and taking routine . 
decisions. It ~nvolves procurement of physical, human and monetary resources as well as 
their effective use for achieving the organisational objectives. The process of 
management and the various functions involved have thus received increasing attention 
of management experts over time. 

Early Thinkers 
Thinking on management as a separate field of learning and practice began early in the 
19th centuiy. It was at this time that persons like Robert Owen, Charles Babbage, 
Metcalf and Towne expressed their ideas on the. ways and means of making management 
practices more effective and efficient. 

Robert Owen, who owned and managed several textile mills in Scotland, emphasised the 
importance of human relations in' management. He was very much against the existing 
practices of workers being employed in factories to perform manual work for as long as 
thirteen hours per day, employment of child workers even below the pge of ten, absence 
of housing facilities, etc. ltle introduced many reforn~s in his own factories, reducing 
working hours, improving working conditions providing housing facilities, and arranging ' 

supply of goods at cheaper rales through company stores. On the bisis of his own 
experience, he advocated that investment in human resources was more profitable than 
investmenl in nlachinery and other physical resomces. He, therefore, recorninended that 
indusl~ia~ists should change their attitude towards the workers and devote more attention 
to their well-being. 

Charles Babbage was a professor at Cambridge. Having studied the management of 
factories in the United Kingdom and France, .he observed that einployees and owners 
were totally ignorant of the basic tools of scientific melhods, they were guided 
purely by tradition, estimates and imagination and the owner-managers never took 
decisions on the basis of factual analysis. According to Babbage, it is essential to apply 
scientific principles to work processes for increasing productivity and reducing 
expenses. In his writings, Babbage emphasised the importance of division of labour on 
the basis of skills, and also stressed the necessity of replacing manual operations by 
machinery. 

As the manager of an army arsenal, Henry Metcalf held the view that the science of 
adniinistralion ought to be based on principles evolved by recording observations and 
experiences. The art of management, according to him, should be based on accumulated 
observitions which are on record and are presented systematically. His book on cost of 
manufactures and administration of workshops suggested a iystem of control with the 
help of work records maintained in Time Cards and Material Cards and a method of 
automatic actions: 

Henry Robinson Townc was the chief execulive of a manufacture company. His 
contribution to management lay in defining the role of a manager as a combination of 
the roles of an administrator, an engineer, and R statistician. Management of industrial 
work, according to Towne, required combination of different qualities of good 
businessmen and good engineers. He succeeded in motivating engineers to study . 

management, and advised them to be cost-conscious. At the same time, he emphasised 
that the process of management has multiple dime~lsions and ehgineer-managers must be 
aware of it. 

Early thinker on management made an attempt to suggest improvements in the. 
functioning of manufacturing organisations by different means. In that process the 
thinkers also provided a new background for manageinen[ in practice. Growth of 
business and industry proceeded at a rapid pace in the Western European 
countries and the USA throughout,the 19th century, Increased competitiorr in the 
domestic and'intemational rnaikets during this period drew the attention of 
management towards the necessity of improving productivity and efficiency of theil 
undertakings. 
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and Overview 2.3 SCIENTIFIC MANAGEMENT 

The concept of scientific management was introduced by F.W. Taylor in the USA early 
in the 20th century as an alternative to the prevailing system of management by 
initiative and incentives. Taylor started his career as machine shop worker at Midvale 
Steel Works. In course of time he acquired additional qualifications and became foreman 
and then chief engineer. Subsequently the acted as consultant of another steel company 
hhich had serious production problems. Based on observations and a large number of 
experiments on methods of work at the shop floor and the attitude of management 
towards the workers. Taylor formulated the principles of scientific management. 

Taylor's concept of scientific management essentially consisted of a scientific approach 
to management. Its primary objective was to replace methods based on trial and error 
and rule of thumb. The new approach rested on the following principles: 

1 Development and use of scientific methods in setting work standards, determining a 
fair day's work and the best way of doing work. 

2 Scientific selection and placement of workers best suited to perfonn the various tasks 
and provision of their training and development for maximum efficiency. 

3 Clear cut division of work and responsibility between management and workers. 

4 Harmonious relations and close cooperation with workmen to secure performance of 
work in accordance with .the planned jobs and tasks. I .  

A number of techniques were developed to facilitate scientific management. Taken 
together the following techniques constituted the mechanism of the new approach: 

*1 Time Study to analyse and measure the time taken in doing the various elements of a 
job, and to standardise the operations as well as determining a fair day's work. 

2 Motion Study involving close observation of the movements required to perlorm a 
job with a view to eliminate wasteful motions and decide on the best way of doing 
the job. 

3 Standardisation of tools, equipments and machinery and working conditions. 

4 Incentive wage plan with differential piece rate of wages for efficient and inefficient 
workmen. 

5 Functional Foremanship involving different specialist foremen supervising m'achine 
speed, group work, repairs, etc. 

Taylor presented his ideas on scientific management as a systematic body of thought. His 
main contribution to management practices included the following aspects: 

a) The importance of applying scientific methods of enquiry, observation and 
experimentation to the problems of management 

b) Separation of planning of work from its execution so as to enable workers to 
perform at his best and earn accordingly. 

C) Emphasising the aim of management to be the maximum prosperity' of the employer 
along with the maximum welfare of each employee. 

d) The necessity,of a complete mental revolution on the part of both workmen and 
management to derive the benefits of scientific management throughSharmony and 
cooperation rather than individualism and discord. 

Merits: The primary benefit of scientific lnanagement was conservation and proper use 
of every ounce of energy. Moreover specialization and division of labour have brought 
about the second industrial revolution. Time and motion techniques are important tools 
to organize the tasks in a more efficient and rational way. In short, scientific. - 
management is not only a rational approach to solve organizational problems but it also 
'faci1itatks";he profe~sionalisation of management. ' 

Although the basic principles of scientific management were originally developed by 
Taylor, several associates of Taylor like Gantt, Frank and Lillian Gilbreth, and Emerson 
further elaborated the ideas, developed new techniques and improved upon the new 
approach to management. In practice, scientific management proved to be so fruitful in 
increasing and efficiency of operations that it was widely accepted in the 
USA and Western Europe. 

--- - 



Limitations: Scientific management had its limitations and was criticised on several Approaches to the Study of 

grounds. Some critics, argue that scientific management is concerned with the efficiency Maqagement 

of workers in the technical sense;and it elnphasises only the importance of production. 
It assumes that workers are inherently lazy and they require strict supervision and 
exercise of authority by managers. It is believed that workers can be motivated by . 
monetary rewards alone. No importance is attached to social and psychological aspects of 
work environment. Other critics have called it unscientific, antisocial, psychologically 
unfair and anti-democratic. It is unscientific because there is no valid and reliable 
method to measure the efficiency and wages of the workers. It is antisocial because 
workers are treated as glorified economic tools only. It is psychologically unfair because 
each worker is pitted against every other worker in an unhealthy competitive.scheme to 
make more and earn more. It is anti-democratic because it overshadows the workers 
independence. Trade unions have been opposed to scientific management on the ground . 

that it leads to autocratic management, and raises the workload of employees with a 
corresponding adverse impact on employment of men. 

2.4 FAY OL'S ADMINISTRATIVE THEORY 

Scientific management was primarily concerned with increasing the producti.ve efficiency 
of individual workers at the shop floor. The role of managers and their functions in the 
total organisation were not given adequate attention. Around the same time, that is the 
first quarter of the 20th century Henri Fayol, director of a coal mining company in 
France, made a systematic analysis of the process of management. His approach to the 
study of management is also known as the process or Functional Approach. 

According to Fayol, business activities in any organisation consist of six inter-dependent 
operations viz., technical, commercial, financial, security, accounting and administrative 
or managerial operations. He analysed the nature of managerial activities and skill 
requirements which were so far given little attention by thinkers. He considered the 
process of management to be of universal application and distinguished between five 
elements of the process viz., to forecast and plan, to organise, to command, to 
coordinate, and to control. The concept of management was, thus, defined as the process 
of performing certain functions like planning, organising. etc. These functions were 
expected to be performed by managers at all levels in the organisation as well as in all 
types of industries and in all countries, 

Fayol emphasised that management involved the application of certain skills which could 
be acquired by persons on the basis of systematic instructions and training. Once 
acquired, the skills could be applied to all types of institutions including the church, 
schools, political as well as industrial organisations. 

Besides a systematic analysis of the management process and management functions, 
Fayol formulated a set of fourteen principles as guidelines for implementing the process 
of management. You will study these principles in detail in Unit 3. These principles 
were stated in flexible terms and expected to be of use of managers under all 
circumstances. The skill and abilities required for effective management were stated to I I t 

I be dependent on the managers' positions at different levels of the organisation. 
According to Fayol, administrative skills were more essential for higher level managers, 
while technical abilities were required more at the lower level positions. He also 
believed that managerial training was essential for people in all walks of life. He 
stressed, for the first time, the necessity of formal education and training in $ 
management. In short, Fayol's analysis provides a set of means (viz., planning, 
organising, commanding, coordinating and controlling) for viewing the management 
process, and guidance (i.e., the principles for implementing the process). 

The Administrative Theory of Management and Functional Approach to management 
may be said to have developed on the foundations laid by Fayol. He provided a 
conceptual framework for analysing the process of management. At the same time, be 
isolated and analysed managentent as a separate, distinct activity. Management as a body 
of knowledge gained immensely from Fayol's adalysis of managerial skills of universal 
relevance, and principles of general management developed by him, Although some . 
critics called it inconsistent, vague and pro-management based theory, still this theory 
excerts considerable influence on the practice as well as teaching of management the 
world over. 



Check Your Progress A 
Management: introduction 
and Overview 1 State which of the following statements are True and which are False. 

i )  Thinking on management as separate field of study began with the dawn of 
civilisation. ......................... 

ii) Henry Metcalf suggested a method of control wit11 the help of work records and 
automatic action. ......................... 

iii) The concept of scientific management is based only on the application of 
scientific techniques like time and motion study. ......................... 

iv) Taylor developed the principles of scientific management in the light of his 
......................... observations and experiments on methods of work. 

V)  Taylor was concerned mainly with the management of work at the shop 
floor. ......................... I 

vi) The abilities required by a manager depend on his position and rank in the 
organisation. ....................... 

vii) Fayol distinguished between five elements or functions related with the process of 1 

\h 
management. ......................... 

I 

viii)Fayol's approach to the study of management is known as admii1istr;htive 
approach. ......................... 

2 Fill in the blanks: ~ 
......................... i) The importance of workers' well being was emphasised by an 

early thinker on management. 

...................... ii) Supervision of work by different specialist foremen is known as 

iii) The concept of management was defined by Fayol as the process of performing 
....................... certain 

iv) Trade unions are opposed to scientific management because it leads to increased 
......................... of employees. 

......................... v) According to Towne, a manager should combine the roles of 
......................... ......................... an and 

2.5 HUMAN RELATIONS APPROACH 

We have discussed earlier the elements of scientific management concerned with the 
1 

efficiency and productivity of workmen at the shop floor. We have also discussed he I 
Fayol's functional approach to management which aimed at improving the managerial F 

activities. Between 1925 and 1935, opinions of many experts were directed towards the 
1 human aspects of organisational activities. It was felt that earlier approaches to 

management were incomplete as there was little recognition of the importance of I 
workers as human beings, their altitudes, feelings and needs. Indeed, the technical 
approach to work methods in scientific management did not produce durable results in 
all cases. Individual and group relationships in the work place often prevented maxinlurn 
benefits to be derived from planning and standardisation of work or monetary rewards 
offered for efficiency. 

The human relations approach to management developed as a result of the series of 
experimental studies conducted by Elton Mayo and his associates at the Hawthorne plant 
of the Western EIectric Company in the USA. The Hawthorne studies were aimed at , 
finding out what factors really influenced the productivity and work performance of 
labourers. The finding were as follows: 

I physical environment at the work place do not have any material impact on the 
efficiency o f  w.brk. 

2 Favourable attitudes of workers and work-team towards their work were more 
important factors determining efficiency. 

3 Fulfilment of the Workers' social and psychological needs had a beneficial effecl on 
the rnorale and efficiency of workmen. 

4 Employee groups bused on social interactions and common in the rests exercised a 
strong influence on workers' performilnce. 



5 Workers cannot be motivated solely by economic rewards. More important 
motivators are job security, recognition by superiors, and right to express their 
opinion on matters which are of concern to them. 

The human relations approach to management problems is based on dbe view that the 
modern organisation is a sociall system in which the social environment and 
interpersonal relations govern the behaviour of employees. It emphasises that the , 

authority responsibility relationship between superiors and subordinates should relate to 
the social and psychological satisfaction of employees. It is only by making employees 
happy that an organisation can secure their full cooperation and tlius increase efficiency. 
Management should encourage the development of social groups on the job and provide 
opportunities for free expression of the employees' viewpoints. Managers should 
recognise the importance of democratic leadership, so that there is free flow of 
communication and subordinates may participate in decision-making, 

It must be noted that the objective of human relations approach was to make workers 
more productive. But it was emphasised that employee satisfaction was the best means of 
achieving the goals of higher productivity and efficiency. For this purpose, it was 
necessary that managers must know why employees act as they do and what social and 
psychological factors motivate them. Attempt should be made to create a satisfying work 
environment in which people may fulfil their own needs as well as contribute to the 
achievement of organisational goals. 

2.6 BEHAVIOURAL APPROACH 

The behavioural approach to management developed as a corollary to the human 
relations approach. But it also reflected thenfindings of intensive research carried out by 
'behavioural scientists' belonging to the disciplines of sociology, social psychology, and 
anthropology, as well as management experts. The behavioural approach was 
concerned with the social and psychological aspects of human behaviour in 
organisations. Many of the conclusicns of the Hawthorne studies were reaffirmed by 

, subsequent research studies, but certain ideas were extend$d and others highlighted by 
the behavioural scientists. 

Some of the more important elements of the behavioural approach are outlined below: 

1 Individual behaviour is closely linked with the behaviour of the group to which he 
belongs. A person may be inclined to resist pressures to change his.behaviour as an 
individual. But he wiil readily do so if the group decides to change its behavi0u.r. 
With work standards laid down by the group, individuals belonging to that group 
will resist change more strongly. Moreover, what workers believe to be the 
management's expectation of output often determines or influence the level of 
production. This is because management generally do not have any specific level of 
production it considers proper, and workers often believe that if they work harder 
their pay rates would be reduced. 

2 Informal leadership, rather than the formal authority of foremen and supervisors, is 
, more important for setting and enforcing group standards of performance. As a 

leader manager may be more effective and acceptable to the subordinates if he adopts 
the democratic style of leadership. If the subordinates are encouraged to participate 
in establishing the goals, there will be positive effect on their attitude towards work. 
Changes in technology and methods of work, which are often resisted by employees, 
can.be brought about more easily by involving the employezs in planning and 
designing the jobs. 

3 By nature most people enjoy work, and are motivated by self-control and self- 
development. It is for the managers to identify and provide necessary conditions for 

I the human potential to be used in the service of the organisation. The managers' 
1 attitude towards human behaviour should be positive. They should know that the 

average man is not lazy by nature. But he is ambitious. Everyman likes to work and 
prefers to assume responsibilities. ' 

2.7 DECISION THEORY ,' 

Decision-making is defined as the process by whbh a choice is made from among 

Approaches to the Study ot 
Management 
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various alternative courses of action to achieve goals. Thus, decision-making involves 
establishing objectives or goals, defining the problems, searching for available 
alternatives, evaluating them, selecting one, and implementing the decision. All 
organisational activities require decisions to be taken preceding action. Every manager 
has to take decisions to direct action at different intervals. At lower level, managers have 
to take routine decisions for day-to-day action under their limited jurisdiction. At higher 
levels of management, decisions are taken having wider impact and long-term 
significance. Positions held by managers are known as decision centres. 

According to the decision theory of management, the process of management essentially 
consists of human problem-solving on the basis of analysis and reasoning followed by 
appropriate decisions. This involves individuals making choices and behaving on the 
basis of their understanding of the environment and their needs. The key to an 
understanding of the organisational functioning lies in the identification of decision 
centres and the channels of communication. The objective of managerial decision-making 
is to secure and co-ordinate effectively the contributions of others in the decision-making 
process. This can be accomplished by influencing as far as possible, the viewpoints of 
participants on various alternatives before making a choice, so that the resulting 
decisions may fit the requirements of objectives. 

The decision theory admits that it is not always possible for managers to make perfect 
decisions. This is due to several reasons. The basic requirement in the decision process is 
the availability of all information relevant to the decision situation. But data collection, 
analysis and evaluation often prove to be too costly and time consuming. Secondly, the 
decision-maker may not have complete knowledge of available alternatives and heir 
potential outcomes under conditions of uncertainty and risk. Thus, decisions are actually 
based on individual judgement. 

2.8 MODERN (SYSTEMS) APPROACH 

In simple words, a system may be defined as a set of interdependent parts forming an 
organised unit or entity. These parts, known as sub-systems, interact with each other and 
are subject to change. They are interrelated as well as interdependent. Thus changes in 
any sub-system lead to changes in others. Any workkg organisation may be said to 
consist of three broad sub-systems: 

a ) .  Technical sub-system which represents the formal relationships among the members 
of an organisation, 

b) Social sub-system which provides social satisfaction to members through informal 
group relations, and 

c) Power sub-system which reflects the exercise of power or influence by individuals 
and groups. 

The total system emerges as a result of the interaction of the various sub-systems. The 
total system and its sub-systems also interact with the environment, which may influence 
or be influenced by the system or the sub-systems. 

I The systems approach has the following features: 

1 . 1 System is a group of interrelated but separate elements. 

2 The arrangement of all the elements must be orderly. 

3 There must be proper communication facilitating interaction between the 
elements. 

4 Finally the interaction should lead to achieve a common goal. 

The enterprise operations are viewed in terms of basic elements engaged in procuring 
and transforming inputs into outputs. Money, employees and the managers themselves 
are parts of the system. Inputs are the materials, information and energy, flowing into 
the organisation. The outputs are products, services, and satisfactions provided by the 
organisation. The organisation transforms input into a variety of outputs (in the form of 
products, goods and services) and offers the same to the external environment. Sale of 
the outputs provides the necessary energy which is called feedback to repeat this systems 

.I  which shows this cycle. 



Figure 2.1 
Cycle of Systems Approach 
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This systems approach to management views organisations as extremely complex entities 
subject to changes from within and outside. To meet various needs of such an 
organisation, a balanced and integrated approach to management is required. At the heart 
of the systems approach lies a Management Information System and communication 
network for collection, analysis and flow of information and quantitative data so as to 
facilitate planning and control. It emphasises the importance of decision-making as the 
primary means ,of balancing the different parts of the organisation. Modem thinkers. 
consider management as a system of integrating activities aimed at making the best use 
of scarce resources. Management is viewed also as a sub-system of the social system. As 
a sub-system management is required to adapt and cope with environmental changes. 

Input 

This systems approach has the following advantages: 

1 It provides a unified focus to organisational efforts. 

Feedback 

Transformation 
Process 

2 It provides managers an opportunity of looking at the organisation as a whole which 
is greater than the sum of its parts. 

Output 

3 This theory treats the organisation as an open system. Moreover, the process of 
interaction between subsystems is dynamic. 

4 Modem theory is based on multilevel and multidimensional approach i.e., it includes 
both micro and macro aspect. It is micro within the nation's industrial network and 
macro with respect to its internal units. 

5 The system is based on multiple variables because an event may be the product of 
many factors which in turn may be interrelated and interdependent. 

6 The feedback mechanism provides an opportunity to organisation to rearrange its 
parts according to the change in the environment. Although system theory has given 
fascinating appeal still it has some limitation. 

In fact, this is not the complete explanation of the whole organisational system. It does 
not explain how the subsystems of a specific organisation are uniquely related in a given 
environment. 

2.9 ,CONTINGENCY APPROACH 

Contingency approach is based on the view that there is no one best way to manage. In 
fact there are many effective ways to perform various management functions. This 
theory emphasizes that the best way to lead, plans, organize and conduct managerial 
activities varies with the situation. A particular method may yield fruitful results in one 
situation but may drastically fail in other situations. There is no universal principles to 
be applied in all situations. Managers must analyse different situations and use the best 
approach which is best suitable in that particular situation, For example to improve 
productivity, supporters of scientific management may prescribe work simplification and 
additional incentives, the behavioural scientist may recommend job enrichment and 
democratic participation of employees is the decision-making process. But the supporters 
of contingency approach may offer a solution which is responsive to the characteristics 
of the total situation being faced. Work simplification would be ideal where there is 
limited resources, unskilled labour, limited training opportunities and limited products 
offered to the local markets. Job enrichment would be ideal for that organisation where 
there are abundant skilled labour force. This shows that managerial action depends upon 
circumstances within a given situation. In this approach managers are supposed to 
diagnose a given situation and adopt to meet the conditions present. In short contingency 
approach emphasizes on two aspects. 1) It focuses attention on specific situational factors 
that influence the appropriateness of one managerial strategy over another. 2) It 
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highlights the importance of developing skills for managers in situational analysis. Such 
skills will help managers find out important contingency factors what influence their 
approach to managing. 

The main advantage of this contingency approach is' that it compels us to be aware of 
the complexity in every situation and forces us to take an active and dynamic role in 
determining what best would work in each case. Like a system theory it does not only 
.examines the ielationships.between subsystems of a specific organisation in a given 

. - environment, but also offers solutions to particular organisational problems. 

This theory has ben criticised on the ground of heavy theoretical complexity. For I 
example a simple problem has to be analysed on a number of organisational components, 1 
each of which having innumerable dimensions. So its empirical testing becomes very 

. difficult. 1 
1 

Claeck Your Progress B I \-. 
1 Which of the follov~ing statements are True and which are False? 

i) The objective of human relations approach to maizagernent was only to nlalce 
people happy. I 

I 
ii) Scientific rnanagement did not attach any importance to workers attitudes. 

feelings and needs. 

iii) I~ldividual behaviour is closely linked with group bchaviour. 1 
iv) All decisions are taken by higher level managers. I 
V) Systems approach to management emphasises ma~lagement as an integrating 

activity. 
I 

vi) Contingency approach e~nphasises that there is no universal principles ti, bc . . I 
applied in all situations. 

2 Fill in the blanks: 

i) Human relations ensure the fulfilment of the workers ............................ and 
I 

i 
............................ needs. 

............................ ii) Workers are riot motivated solely by incentive. i 
iii) Decision-makers tio not have cornplete kraowlerige of the potential outconles of 

various :~lternatives, hence decisions arc: based on ............................ I 

iv) The techriical sub-systems represents the amolag members of I ............................ 
the organisation. 1 

v) Human relations approach i:i based on the view that the modem oganisation is n L 
........................... system. 

4 

I 
2.10 LET US SUM UP 

- 

There are evidences all over the world about the practice of management since the dawn 
of civiligation. However thinking various functions involved in the process of 
management received increasing attention of managemeht experts only after the 
industrial revolution. Early thinking on management started with Robert Owen, Charles 
Babbage, Metcalfe and Towne, who suggested ways and means of improving upon the 
existing practices of managing industrial organisation. 

The concept of .scientific management was introduced by F.W. Taylor as an alternative 
to the prevailing system of management by initiative and incentives. Its primary 
objective was to replace rule of thumb methods by scientific methods of enquiiy, 
observation and experimentation in management. Scientific management was concerned 
with increasing the productive efficiency of individual workers at the shop floor. The 
role of managers and their functions in the total organisation were not given adequate 
attention. 

Henry Fayol made a systematic analysis of the process of management and the functions 
of managers. He formulateri a set of principles as guidelines for implementing the 
process of management. The Administrative Theory of Management was developed on 
the foundations laid by Fayol. 



v Hunlan relations approach to management developed as n result of the series of Approaches to the Study of 

experimental studies conducted in the USA. It is based on the view that the modern Management 

organisation is a social system and that employees satisfaction is the best means of 
achieving the goals of higher productivity and efficiency. For this purpose management 
should create a satisfying work environment, in which people may fulfil their social and 
psychological needs as well as contribute to the achievement of organisational goals. 

The behavioural approach to management was an extension of the human relations 
approach. It reflected the extensive research carried out by behavioural scientists 
belonging to the disciplines of sociology, social psychology and anthropology. It 
recognised thal individual behaviour is governed by the behaviour of the group to which 
he belongs. It emphasised that informal leadership and democratic style are more 
effective means of setting and enforcing group standards. 

According to the decision theory of management, the key to an understanding of the 
organisational functioning lies in the identification of decision centres and the channels 
of communication. 

The systems approach to management views organisations as extremely complex entities 
subject to changes from within and outside. To meet the various needs of such an 
organisation requires a balanced and integrated approach to management. Management is 
regarded as a systenl by itself as well as a sub-system of the social system. Here, the 
organisation transforms va r io~~s  inputs into a variety of outputs and offers the final 
products to tlie environment which in turn provides necessary energy called feedback to 
repeat the cycle. Contingency model emphasizes that there is no universal principle to be 
applied in all situations. It focuses attention on specific situational factors that influence 
the appropriateness of one managerial strategy over another and highlights the 
importance of developing skills for illanagers in situational analysis. 

1 2.11 KEY WORDS 

Administrative Approach: Analysis of the process of management in terms of 
management functions and skill requirements. 

/ 

Behavioural Approach: Understanding individual and group behaviour in organisations. 

Differential Piece Rate: Piece rates of wages which apply differently to efficient and 
inefficient workers. 

1 Functional Foremanship: Supervision of work by different specialist foremen. 

Hawthorne Studies: Experimental studies conducted to find out what factors motivate 
workers on the shop floor for improved performance. 

Human Relations Approach: Motivatirrg employees wit11 a satisfying work environment 
and fulfilment ol' their social and psychological needs. 

Motion Study: Observation of the movements required to perform a job so as to 
eliminate wasteful motidns and decide on the best way of doing the job. 

Scientific Management: Application of scientific methods to resolve lllanagement 
problems in place of rule of thumb or trial and error methods. 

Systems Approach: Understanding management as a balancing and integiating system. 

Time Study: Technique used to analyse and measure the time taken in doing the various 
elements of job. 

2.12 ANSWERS TO CHECK YOUR PROGRESS 

Check Your Progress A 

1 (i)  False (ii) True (iii) False (iv) True (v) True , (vi) True 
(vii) True (viii) False. 

2 (i) Robert Owne, (ii) Functional Foremanship, (iii) Functions, (iv) Workload, 
(v) administrator, engineer, statistician. 

Check Your Progress B 

I (i) False (ii) True (iii) True (iv) False (v) True (vi) True. 
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2 (i) social, psychological, (ii) economic, (iii) judgement, (iv) formal relationship, 
(v) social. 

2.13 TERMINAL QUESTIONS 

1 Give a brief outline of the evolution of management thought during the 20th 
century. 

2 What is meant by scientific management. Discuss its .main principles, merits and 
limitations. 

3 Explain the significance of the behavioural approach to management. What are its 
main features? 

4 Describe the main elements of the human relations approach to management. 

5 Explain Fayol's contribution to management thought. 

6 Explain the systems approach of management. Discuss with example haw does it 
provides feedback mechanism to continue the whole cycle. 

7 Critically evaluable contingency approach to management. 

8 What are different approaches to management? Discuss about each of them briefly. 

Note: These questions will help you to understand the unit 
write answers for them, But do not send your answers to the 
university. These are for your practice only. 
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After studying this unit you should be able to: : ,  . i . ,  , . , . . . . . . . .  . , ,, , . ,  . 
, ., . . . . .  ' .  ' ,; . . . . .  

8 explain the meaning 'and .imporfant features of manigefiint .as. a jjtoceis. - , . ' ' 1. 
: . . ' ,. " . . , .  . 

8 describe the need for the study of management 
0 classify the functions of management and discuss different viewpoints in that respect 
8 describe the meaiing, characteristics and' need f ~ r ' ~ r i n c i ~ l e s  of management , 

. .  , 8 enumerate the management principles and outline, their ,limitations.: , ; . : . . . . . .  , .  , . . ,  . , . .  

. . . .  . . 
. . . 1 ' 

. . . . .  , , . . . .  
. ,  . . .  , I , .  . . . .  . i  3.1 INTRODUCTION . . . . . .  . . . . . .  .. \. . .  I , .  , . . , , . . - . , .  

. . I / . .  i .: .! 

. . . .  . . . . . . . . . . . . . . . .  . . '  . , . , .  : ,. . , , , : , , . . ' . !  

A basic question that has engaged the attention of management expfis .for:a 'long, time r . .  : , '  ' :. .. . :  .:: . :  .I 
' j  ,;,: ! is: What exactly is the.job af managing? It is widely believeddnt the job ,of: . . : .  , ,  . . * :  , :.:;:' , s  ' . 

j managing is more or less,the same at all levels of management in an organisation and in 
: all types of organisations wherever they operate. To understand the job of 

managing,; many experts have suggested that 'management should be regarded as a 
process. 

Then, they have developed certain, principles and guidelines in order to facilitate the . : , . , . , , . . .  _ : , ,  
. a .  . , ., . 

tasks of managers in course of their, . . . . . .  job',of managing. In this unit,, you will leain the , . . . .  . . . . . . . . . . . . . .  
meaning and characteristics . . .  of management process,:its ~uriscliction and the. functions . . . . .  . . , . . . .  . , . ,  . ,  . . ,  
which are performed by managers in the pr&ess:of management,',~ou will ,also study 
about the need for management principles, contribution by different philosophers to 

I principles of management, their. limitations and universality. , :. , , , ,- .. : ,  ., . , , .  , . . . . . . ._ :. , _ .. . . 

3.2 ' PROCESS OF MANAGEMENT 

For an understanding of .the job of managing, management scholars and theorists have, 
suggested that management should be regarded i s  a process. Let us understand what 
exactly we mean by management process. 

' 3.2.1 Meaning 
As a process, management consists of a series of interrelated functions or opetations ' 

carried out by managers for achieving certain desired goals of the organisation. One 
popular classification of the functions of managers is : Planning, organising, staffing, 
directing and controlling, There are several other Jtemative classification schemes of 



M~nagement: Introduction management functions. Whatever be the classification, the various managerial functions, 
and Overview considered as a whole, make up the management process. 

Management is often viewed as a social process, in the sense that managers are 
concerned wit3 mobilising and coordinating the efforts and skills of individuals as 
members of work groups in the organisation. It is a process of getting things done 

' through people. Managers get ihings done by managing their subordinate managers, 
employees and workers. 

Getting things done through people requires social skills (abilities) such as: i )  to 
understand people and to attend to their work-related problems, needs and sentiments 
ii) to get along with them, to interact. to communicate with and guide them, iii) to 
inspire confidence, to enthuse and motivate and to provide leadership to them, iv) to 
develop and to get the best out of them, and so on. 

Management is also a creative and dynamic process. It is a moving force that generates 
interaction, integration and harmony among the functions. Managers play an active role 
in making things happen, to direct events, to gain command over the force:, of change 
and to create a whole that is greater than the sum of its parts. The dynamic nature of 
management process manifests itself by adjusting and adapting the elements of individ~~al 
functions to the emerging requirements of the organisation and also to the sequiremcnts 
and realities of the zxtemal environment. 

3.2.2 Important Features 
The process of management made up of a set of functions has several important 
features. These are: 

1 Goal-oriented : The management process and the functions integral to it are 
goal-oriented and purposeful; they are not ends in themselves; rather, they are the 
means for achieving organisational objectives. They have value to the extent that 
they contribute to effective survival and success of organisations. Organisational 
purpose is the reason for the existence of the process and functions of 
management. 

2 Depicts the nature uf job : The process of management and their functions depict 
the nature of the job to be performed by the managers. They represent the 
description of the job to be performed by the managers. Managers do plan, organise, 
direct and control the employment of resources and human efforts in order to 
achieve pre-determined goals. 

3 Functions follow one another : The functions which constitute the management 
process follow one another in a particular sequence and not in haphazard fashion. 
Conceptually atleast, the process begins with planning, followed by organising, 
staffing, directing and controlling. The sequence has its justification. For example, 
planning which involves detemlining the organisational objectives and the courses of 
action needed to achieve them, provides the basis for the subsequent functions. 
Planning, organising, staffing and directing would be wasteful without the follow-up 
function of controlling, to ensure that organisational results conform to organisational 
plans and are in accordance with the planned use of resources and efforts. However, 
the sequence of the functions may not be observed strictly in practice. Managers tend 
to give simultaneous attention to all the functions. A back-and-forth movement from 
one function to another also takes place. 

4 Ongoing Process : The procep of management is a continuous one. It is an on- 
going, unending and intera'ctive process. 

' .  

5 Interrelationship : The functions of managers are closely related to each other. . 
They collectively contribute to the achievement of organisational objectives. They are 
to be considered in totality. Each function gains meaning only in reiation to other 

, functions and% relation to the contribution it makes to the total activity of which it 
is a part. In turn, the management process is only as  strong as 'the properties of the 

individual functions, Each function may be viewe: as a sub-process of the integrated 
management process which is shown in Figure, 1. 



Figure 1: 1nterrelationship.of Management Functions 
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6 Transformation of inputs and outputs : Management is a process that deploys and 
transforms the use of machines, skills, values, materials, money, knowledge, 
information,"techniques, and human efforts (known as 'inputs') into products, 
services, surpluses and satisfaction (known as 'outputs'). Management functions may 
be viewed as the elements of the transformation process which is to be efficiently 
carried out through certain techniques and skills. Management, as a transformation 
process, interacts with the relevant factors of the external environment (economic, 
social, cultural and technological factors) which affect the organisation in several 
ways as presented in ~ i g u r e  2. 

e 

Figure 2: Interaction with Environment 
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7 Functions are applicable to one another : Some of the functions which constitute 
the management process are applicable to one another. For.example, the planning 
function has to be properly organised and directed; the organising and directing 
functions have to be properly planned; the staffing function has to be properly 
controlled. 

8 Common process of management : The functions of management are different 
from the functions of the organisation. The latter differ from organisation to 
organisation. For example, the major functions of business organisation are 
manufacturing and marketing. The major fun2tions of a university are teachirig, and 

. research. The functipns and process of management are generally cornlnon to all 
organisations, 

9 Guides students and practitioners : The process of management provides a 
simplifying but valuable framework whereby students and practitioners of 
manaiement may analyse and understand its complexity as also evaluate and improve 
the functions and process of management. Several principles of management have 
been evolved by management experts which are meant to serve as guidelines to 
managers in their performance of management functions. 

Difference between the Functions of Managers and Non-managers 
It should be clear to You by now that the functions of a manager are different from 3 1 

- - - _ ,  

Organising 
activities 

Inputs (Materials 
Moncy Information 
Skills of manpower 

'Cechnology 

' 

I' 

Management 
processing 

process 

i 

Outputs (Goods 
Services Surpluses 

Satisfaction) 



Management: Introduction 
and Overview 

those of a non-manager. Non-manager in an organisation, for example an ordinary 
factory workeq, is accountable for performing his own tasks and duties. But a manager is 
accountable not only for performing his own tasks, but also for the quality of 
performance and work behaviour of his subordinates. He has to set goals for his unit, 
plan the courses of action to achieve the goals, assign tasks to his subordinates, impose 
obligations on them for performance, guide and supervise their work and make sure that 
the tasks are performed and goals are accomplished. 

A manager may sometimes engage in non-managerial activities or functions, as for 
example, typing letters, filing correspondence, carrying files to his superior and so on. ' 

These are no typical managerial functions. 

Difference between Managerial Functions and Skills 
Managerial functions are also different from managerial techniques and skills. 
Managerial techniques are the methods used by managers in performing their functions. 
For example, a manager may often take his subordinates into confidence, consult with 
thqm, seek ideas and suggestions from them, involve them to some extent in planning 
and controlling the operations of his work unit. This is known as the technique of 
'participative management'. Similarly a manager may employ the technique of budgeting 
to plan and control the activities of his unit. 

Managerial skills are specific work-related abilities and expertise of managers which 
facilitate in discharging the job assigned to thqm. The range of managerial skills include: 
conceptual analytical skills, inter-personal skills, leadership skills, administrative skills, 
technical skills, and so on. For example, inter-personal and leadership skills enable 
managers to perform their function of directing. Administrative skills aid the managerial 
task of coordination. 

3.2.3 Management Process Approach 
The idea that management is a process has developed into a major approach or school of 
management thought known as 'management process school' or 'approach'. It was 
originally enunciated by Henri Fayol in 1916. Fayol developed one of the earliest 
theories of management and gave a broad theoretical framework of management by 
identifying its functions as planning, organisation, command, coordination and control 
(In Unit 2 you have read Fayol's contributio~l to Administrative Management Theory). 
Fayol described and analysed the job of the manager in terms of these management 
functions and also described 14 principles of management. The management process 
school gained wide popularity in course of time, and its proponents broadly adopted 
Fayol's functional framework of management, but made a few refinements and changes. 
The leading enthusiasts of the management process school were Harold Koontz and Cyril 
O'Donnell who developed the functional framework of management process in terms of 
planning, organising, staffing, direction and controlling functions. The management 
process approach is also known as 'traditional approach' or 'functional approach'. The 
basic elements of this approach may be outlined as follows: 

1 It focuses on building a theory and science of management by organising knowledge 
based on what managers do in practice as managers. 

2 It is based on the management's ability and willingness to draw pertinent knowledge 
from other related disciplines such as economics, behavioural sciences (psychology, 
Sociology and anthropology), mathematics and so on, to enrich management 
knowledge. 

3 It regards the practice of managing as an art, like medicine and engineering, backed 
by the science of managing. 

4 It attempts to evolve several principles of management from the practice and 
functions of managenient. Principles are regarded as fundamental kuths having 
explanatory and predictive values; they form part of the theory of management and 
enrich the practice of managing. 

5 It emphasises the universal or global nature of managemFnt fundamentals. It supports 
Fayol's argument that the functions and principles of management have general 
validity and applicability. 

agement process is the same whatever be the size of 
rocess is common whatever be the level at which 



managers operate. For example, top managers carry out the same functions of planning, 
"rganising, directing, and controlling as the lower level managers in an organisation. 
Only the intensity. and relative,emphasis on the functions differ to some extent from one 
level of management: to another. Similarly, management process is equally valid 
irrespective of the cultural setting in which an organisation exists whether the 
organisation operates in a developed western country or an under-developed eastern 
country. 

3.2.4 Management Functions 
There are different viewpoints of scholars as regards the range of functions which 
constitute the process of managelnent. The identification of functions of management is 
an attempt to divide the job of managing into its elements for purposes of in-depth 
analysis and understanding. 

In practice, managers do not ncatly divide their job into certain functions or perform 
only those activities which managers, scholars and theorists expectqthem to perform.'If 
you ask a manager on what exactly be does in his day-to-day job of managing, he will 
most probably red out a jumble of activities which do not easily lend themselves to any 
neat categorisation into a set of functions. Categorisation and conceptualisation are the 
stock-in-trade of management theorists and not of management practitioners. 

Classification of managerial functions 
Beginning with Henri Fayol, different experts developed their own schemes of 
classification of managerial functions. As we have seen earlier, Fayol classified the 
functions of management as planning, organisation, command, coordination and control. 
However, over the years evcn to those who belonged to the management process school, 
Fayor's classification was not wholly acceptable. They modified Fayol's classification 
substantially to fit into their own ideas and beliefs. Let us have a look at the 
classification schemes of rnanagcrial functions developed by a few well-known writers 
on management. 

Luther Gulick: He is an early writer on management who outlined the various 
functional elements of the work of a chief executive as planning, organising, staffing, 
directing, coordinating, reporting and budgeting. He named these functions as 
'POSDCORB' which is made up of their alphabets. Gulick based his classification on 
Fayol's contribution but divided the function of cona&ling into reporting and 
budgeting. 

~ y i d s l l  Urwick: He is another early management thinker wlio made an important . 
contribution to the understanding of management concepts, processes, principles and 
theoiy. He supported Fayol's framework of functions, but emphasised the function of 
forecasting and separated it from the function of planning. He added one more 
function-investigation i.e., search For or research on facts and ideas to generate 
information, which was the basis of the process of management. 

Ralph Davis: He was a professor of lrlanagement in an American University. He . 
classified the basic functions of management as planning, organising and controlling. He 
thought that the functions of commanding and coordinating were only. phases of the 
control function. 

Chester Barnard: Chester Barnard President of New Jersey Bell Telephone Company 
for several years, influenced the ideas of several management theorists. He identified the 
essential managerial functions as : (a) formulating and defining the purposes of the 
organisation and the activities to be carried out to achieve the purposes, (b) es,tablishing 
and maintaining a formal and informal communication system which confiects all the 
units of the organisation, and (c) employing personnel and securing best efforts and 
contributions from them through a system of inducements and incentives. 

Thus, Barnard's formulation and classification of the functions of management were 
somewh.at new and did not conform to Fayol's framework. He laid primary emphasis on 
communication and motivation as key mallagerial functions. 

Other Classifications: Several other writers belonging to the management process 
school have also offered their own classification of management functions. We may no[ 
examine their classifications in depth but note the following features common to all: 

Process and Principles of 
Management 
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1 The functions of planning, organising and control are invariably included in all the 
classifications. 

2 A few writers have emphasised staffing and directing as important functions. 

3 Decision-making and communication are viewed as integral to all functions of 
management rather than separate functions. However, decision-making is associated 
more with planning, while communication is associated more with the directing 
filrction that with other functions in general. 

4 Motivation, innovation, representation and influence, though identified as key 
functions by a few authors are not generally regarded as separate functions. They are 
rather regarded as sub-functions of some main functions: 

An outline of management functions 
It is clear from the above that there is a wide measure of agreement among scholars of 
planning, organising, staffing, directing and controlling as the basic functions of 
management. All these functions have been explained in depth in the units that follow. 
For the present, we may get a bird's eye view of these functions. 

Planning: planning is the process of determining the organisational objectives and the 
formulation of policies and programmes for achieving them. Planning is future-oriented 
and is concerned with charting out the desired future direction of organisational 
activities. Forecasting is one of the important elements in the planning process. 

Organising: Organising refers to the formal groupiilg of people and activities to 
facilitate achievement of the tirrns objectives, Organising involves (1) determining the 
activities required to achieve goals, (2) grouping of these activities into departments or 
sections, (3) assignment of such groups of activities to a manager, (4) delegation of 
authority to carry them out and (5) provision for coordinatio~ of activities, authority, 
and information horizontally and vertically in the organisation structure. 

Staffing: Staffing is the process of. determining the manpower requirements of the 
organisation and recruiting persons for both managerial and non-managerial positions. 
This involves steps such as inviting applications, selection, training and so on. It 
involves the task of matching jobs and people fittirlg the right person to the right job 
and of developing the human resources of the organisation. 

Directing: Directing is the process of activating the plans and group efforts in the 
desired direction. It is concerned with the implementation of plaris and programmes on 
the basis of individual and group efforts of managers, employees and workers. It 
involve5 leadership, supervision, communication and motivation, for achieving the goals 
of the organisation. 

Controlling: It is the process of checking, measuring and regulating the on-going 
activities of the organisatiom to ensure that they are in conformity with the 
pre-determined plans and produce the planned results. Though we have outlined the 
functions of management separately for analytical understanding, they should be viewed 
in their totality. As stated earlier, the process of management begins with making 
decisions on organisational objectives and the plans of action, to achieve them. The plans 
provide a basis for the proper arrangement of organisational activities and authority 
relations around specific job positions which have to be filled by the right type of 
persons. At every organisation level, managers and supervisors assign tasks to their 
subordinates, supervise and guide their job behaviour and performance. Control of 
operations and performance is ensured by setting standards which are derived from 
objectives,. and by establishing mechanisms for checking and correcting deviations from 
planned results. 

Integration of various functions and sub-functions of management takes place through 
regular communication channels which carry reports on progress and problems with 
regard to on-going operations. Often, managers in charge of operations of various levels 
get signals which prompt them to redefine goals, restructure tasks, reassign 
responsibilities, reconsider commitments, reallocate resources, reschedule operations and 
so on. The focus is always on achievement of objectives in an efficient and effective 
manner. In many cases, even objectives may have to be modified in tune with 
operational and environmental realities.' Thus the process of management and the 
functions that constitute it are dynamic in nature. 



Check Your Progress A 

1 Are the following statements true or false? 

Process and Principles of 
Management 

i )  The functions of rnanageinent are different from the functions of the 
organisation. 

i i )  The f i s t  function of rnanagers is to exercise their authority over their 
subordinates. 

iii) Managehlent. process provides the framework for the functions of managers. 

Managernent process is a systems concept. 

V )  Managers perform one function at a time. 

vi) Process of management is not common for every organisation. 

2 Among the alternatives, tick the one that best answers the question. 

i) What is the basic function of managers? 

a) Planning 

b) Control 

C) Leadership 

d) Coordination 

e) All the above 

ii) What is the meaning of 'universal validity' of management functions? 

a) Managers everywhere perform the same functions 

b) Management functions are taught in several university courses on management 

c) Management functions are applicable for a given set of management situations 

d) Management scholars universally agree on the functions of managers 

iii) Why is the job of managing divided into certain functions? 

a) It simplified the job of managing 

b) Managers do so in order to concentrate on one function at a time 

c) The division helps in analysis of what managers do in practice 

d) It helps in formulation of principles of management 

iv) One of the basic philosophies of management process school is: 

a) Management process is made up of a series of functions 
1 b) Management process is universally applicable 

c) Management is a scientific activity 

d) There should be more and more schools of managemeilt 

v) The chief contribution of Henri Fay01 to management is: 

a) He provided a conceptutal framework to the job of managing 

b) He formulated the management process approach 

c) He evolved several principles of management 

d) He stressed the need for management education based on management 
functions and principles 

vi) Why is coordination not considered as one of the functions of managers? 

a) It is not considered as an important function 

b) It is the essence of all managerial functions 

c) It is an administrative function 

d) It is a process, not a function . . 

3.3 PRINCIPLES OF MANAGEMENT 

The word 'principle' refers to a fundamental truth or proposition which may establish 
:-awe and effect relation and also serve as a guide to thinking or action. Thus, principles 



Management: Introduction help in understanding as well as predicting what results may be expected to follow what 
and Overview , ' actions. Thereby, they provide a scientific base to all activities. 

3.3.1 Meaning and Nature 
. Management principles may be defined as fundamental truths of general validity which 

are helpful in predicting and understanding the results of managerial actions. The 
principles have been derived mainly from the experience of managers in different fields 
of economic activity. They are intended to improve the practice of management by 
providing guidelines for managerial actions in the management process. Principles, thus, 
become the pillars of management as a scientific process. However, principles are not 
rigid or absolute truths like rules and laws. They are flexible guides to managerial 
actions. That is why, while applying any principle, due allowance must be made for 
different and changing circumstances, for human beings who are also different and 
changeable, as well as for other variable factors. Indeed the same principle is seldom 
applied twice in exactly the same way. The principles are flexible and can be adapter! to 
meet every need. 

3.3.2 Characteristics 
The understanding of management Principles will be more clear by examining their 
characteristics which are as follows : 

1 Management principles are derived from an analysis of management functions and 
processes. They are meant to smoothen the management process and make 
management practice more harmonious. 

2 There are basically two categories of management principles descriptive and 
normative. Descriptive principles attempt to explain and predict the behaviour of 
organisational members and managerial decisions and their relationsliip. They 
promote understanding of the body of knowledge relevant to management apart from 
furthering the body of knowledge itself. Normative principles attempt to prescribe 
and evaluate the behaviour of the members of the organisation and management. 
They prescribe 'what ought to be', what is good, right and desirable. They may also 
take the form of policy recommendations on adhnistrative action. Normative 
principles specify what one should do to improve things in some way. 

3 Management principles as they are known today, have their origin in classical times. 
Classical principles are those which have been formulated by early management 
writers and practitioners such as Frederick Taylor, Henri Fayol, James Mooney & 
Alan Reiley, and so on, in the early decades of this century arid which have been 
elaborated and refined by subsequent management scholars. 

4 Classical management principles are 'pre-scientific' in the sense that they were 
generalisations evolved by way of rational thinking and logical deduction from 
personal insights and experiences. Such principles were not tested in practice and 
substantiated before they were claimed as generations. Thers is not much 
experimental evidence and support for such generalisations. Classical management 
principles were products of experience, rich imagination and deep thinking of early 
management writers. 

On the other hand, scientific principles are those which are evolved by application of the 
scientific method consisting of the following steps : 

I 
i 

i) Clear identification and definition of the problem, needing solution. 
ii) Investigation of facts and literature bearing on the problem. 

iii) Formulation of hypotheses which are in the nature of tentative possible solutions to 
the problem. 

iv) Collection of relevant data. 

v) Analysis of data and testing of hypotheses. 
vi) Porlnulation of conclusions on the basis of validation or otherwise of hypothesq. 

If similar conclusions are 'replicated' i.e., repeated in research studies on the same I 

problem elsewhere, then they gain general acceptability and are regarded as scientific 
principled and generalisations. 

For example, in studying .the practice of unity of command, it is not sufficient to , 



observe the consequence of the practice in one or two organisations. Research studies 
have to be conducted in an adequate Sample of organisations at different points of time, 
to permit generalisation. 

Process and Principles of 
Managemcnt 

Attributes of Sound Principles of Management * 

A sound principle of management is one which has the following attributes i 

1 It should be simple and should have a clear meaning understandable to all in the 
same sense. 

2 It should be internally consistent. The various elements of the principles and the 
assumptions behind it should have coverage towards its intent. 

3 It should be capable of being empirically tested and should 'have empirical research 
support on an enduring basis. 

4 It should serve as a tool for adequate and complete understanding of the phenomena 
covered by it. 

5 I t  should be helpful as a practical guide to effective management practice. 

6 It should become 'an integral element of management theory and should aid the 
process of further theory building in management. 

3.3.3 Need for Management Principles 
' 

Principles of management derive their justification from their purpose and the 
importance they enjoy in the world of management. The main purpose of principles of 
management is to make available useful elements of a systematic theory of management 
with a view to improve management practice, as also teaching, training and research in 
management. The need for management principles arises from this main purpose. 
Management principles provide a means of organising knowledge and experience in 
management. They help in improving the art of management by suggesting how thipgs 
should be done to get good results in an efficient manner. 0 

Principles simplify management practice by explaining the central aspects of managerial 
activities, by suggesting working rules about managerial functions and by providiilg 
yard-sticks of desirable behaviour. They help managers in getting away from guess 
work, trial and error, hit-or-miss method of doing things, Management principles not 
only bring out and clarify the underlying facts and factors of any situation, but also help 
in predicting the likely outcomes; of a particular course of action, behaviour or event. 
Because of their explanatory and predictive value, management principles serve as 
flexible, suggestive and practical guidelines for managerial thinking, decision-making 
and action. Knowledge of principles is helpful in encouraging managers to develop an 
objective and mature approach to planning, problem solving and decision-making. 

Managers may not and need not blindly follow management principles as gospel truths, 
but use them to reinforce their intuition and experience. 

Further, management principles and the related concepts provide managers with an . 

excellent vocabulary to communicate with one another as also with academicians and 
consultants on organisation matters. That way, they can sharpen their ideas and 
experience by piocesses of interaction and exchange. The gulf between theory and 
practice will.thereby further narrow down. 

Management principles, to the extent they form part of management theory, are useful' 
for spreading knowledge of management through teaching. In several schools of 
management and university departments of management all over the world, the 
teaching of management principles continues.to be rnl integral part of management 
education. - 

' Training programmes for managers at supervisory and other levels cannot leave out 
principles of management from their courses. The tasks of managers are split out by 
reference to management processes and principles. . 

The network of danagement principles represent, a key area for conducjing research 
studies - whether pure or applied. For example, several research studies focus on 
identifying the conditions under which specific management principles would become 
applicable and effective. Similarly, the degree of empirical support for several classical 
management+~rinci~leS . . 'continues to be the subject matter of research. 
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3.3.4 Contributions to Principles of Management 
As you know, principles are the guidelines necessary for the successful and effective 
functioning of any organisation. A number of management thinkers have formulated 
various management principles which are given below. 

Henry Fayol: He listed a number rif principles of management based on his vast and rich 
experience. He stated that he followed them with success in his long career as the chief 
executive of a French mining combine. Let us briefly study Fayol's principles of 
management given below. 

1 Division of work : In any organised situation, work should be divided into compact 
jobs to be assigned to individuals. This applies to managerial work and 
non-managerial work. Division of labour facilitates specialisation.and improves 
efficiency, if, it is done within reasonable limits. 

2 Authority and responsibility : The authority of a manager, i.e., his official right to 
manage people and things, should go hand in hand with the responsibility for 
effective results. In other words, there should be a parity or balance between 
authority and responsibility vested in a managerial position. 

3 Discipline : Discipline defined as observance of diligence and respect, should be 
enforced throughout the organisation by managers as leaders of their work groups. 
Fayol declares that discipline requires good superiors at all levels. Fayol emphasised 
the need for discipline among the personnel for the smooth running of organisations 
and advocated penalities to prevent its violation. 

4 Unity of command : This principle.specifies that a subordinate in an organisation 
should be under the direct supervision of a single superior from whom he gets 
instructions and to whom hk is accountable. In other words, every employee should 
have only one boss, otherwise, conflict and confusion in authority and instructions 
would result. Figure 3 depicts unity and multiplicity of command and subordinate 
relationships. 

Figure 3: Unity and Multiplicity of Command 

1 , 5 Unity of direction : According to this principle, a set of activities having the same 
objective should be under the direction of a single manager. Similarly, there should 

t 
be',only one plan of action for such a set of activities since the objective is the same. 

I This principle promotes smooth coordination of activities', efforts and resources, 

Supervisor 
0 S u  p e r  v i s o r s  

i 
6 Subordination of individual interest to central interest : The collective good and 

common interests of the organisation should prevail over the narrow sectional and 
self interest of its members. Individual interests of members of an organisation must 
be subordinated to the over all interests of the organisation. It means the selfish 
attitude of an individual should be surrendered if it affects the interest of the 
enterprise. This is essential for the welfare of the organisation and its members, 

Unity of  

7 Remuneration of pers;n"d : kemuneration and the methods of payment in an 
organisation should be fair. It sl~ould bring about high produ.ctivity for the 
organisation and satisfaction for the personnel. 

Command 

8 Centralisation : Ceiltralisation of authority refers to relative concentration of much 
authority in a manager at any managerial level but especially at the top managerial , 

level. Decentralisation of authority refers to relative dispersal or devolution of 
authority among the various managerial levels and especially among the lower 
managerial levels to facilitate operational decision-making. There should be a proper 
combination and balance between centralisation and decentralisation in an 
organisation based on a ,consideration of several internal and external factors. 

-" ----- 

e 
Subordinate Subordinates 



9 Hierarchy or scalar chain of command : Scalar chain implies authority 
relationships from the top to the lowest echelons of organisation. Authority 
relationships said to be scalar when subordinates report to their'immediate superiors 
and when their supkriors report directly, as subordinates, to their superiors (i.e. in 
'scales'). In otherwords, the chain of command that runs from the top of an 
organisation to its lowest ranks - is called scalar chain of command. 

10 Order : Order refers to a systematic arrangement of materials and placeme~~t of 
people in the organisation. In 'material order' everything should be in its proper 
place and there should be a place for everything. For 'social order' there should be a 
place assigned to each employee, and each employee should be in the place assigned. 

11 Equity : Equity in this context refers to fair treatment to all workers in an 
organisation. Fair treatment involves kindness and justice on the part of superiors 
which motivates the workers to perform their duties. On the other hand, it promotes 
a friendly atmosphere between superiors and subordinates. 

12 Stability of tenure of personnel : Organisations should make efforts to achieve 
relative stability and continuity of tenure of their personnel. This could be achieved 
by attractive remuneration and honourable treatment of personnel. Stability and 
continuity of personnel prorr~ote team work, loyalty and economy. . 

13 Initiative : An organisation should encourage desire initiative among its managers 
and employees by extending opportunities and freedom to contribute their best. 

14 Esprit de corps : This is the principle that 'in union there is a strength', or 'team 
spirit'. The principle stresses the need for team spirit, cordial relations and 

a cooperation among the personnel. 

Frederick Taylor: At about the same time that Fayol formulated his principles in 
France, Frederick Taylor enunciated his well known principles of scientific management 
in the USA which you have studied in Unit 2. Taylorasserted that management was a 
science governed by certain principles, laws and rules, just like other sciences. In his 
writings, Taylor set forth several ideas, prescriptions and principles for improvement of 
efficiency of managers and workers. The more significant of his principles of scientific 
managenlent are : 

1 The work to be done by workers should be carefully observed, analysed and 
measured in a scientific manner in order to. develop the one best and most efficient 
way of doing such work. 

2 Workers should be scientifically seiected, trained and fitted into the pre-designed 
jobs. 

3 Managers and supervisors should assume the responsibility for designing jobs 
including methods and tools, for assigning work and for enforcing performance 
requirements over workers. The role of workers should be restricted to perform the 
assigned work in the prescribed manner. 

4 There should be utmost cooperation and understanding between managers and 
workers so as to enable both the groups to perform their respective roles efficiently. 

5 Managers should economise their time and energy by concerning themselves only . 

with exceptional deviations from prescribed standards of behaviour and performance, 
on the part of their subordinates. This is the 'exception principle'. 

Mooney and Reiley : James Mooney was a senior executive in the General Motors 
company, USA, while Alan Reiley was associated with the Remington Company, USA. 
They were greatly interested in promoting management theory and in strengthening 
management practice. To this end, they wrote a book titled 'Onward Industry' in 1931, 
later revised and retitled 'Principles of Organisation' which was a notable contribution to 
the early management theory. , 

Mooney and Reiley held the view that organisation and management should be based on 
sound brinciples. In their view, principles were fundamental truths which were 
universally applicable to all organised human effort. The three fundamental principles 
developed by'Muoney and Reiley are explained below : 

Process and Principles of 
Maqagement 

1 Principle of coordination : Y!oordination' refers to the orderly arrangement of 
group effort to provide unity of action in the pursuit of a common objective. 
Coordination is the essence of all organised effort and is the supreme artificial, 



Management: Introdurtion 
and Overview 

superficial and deceptive principle of organisation, from which all other principles 
flow. Authority is the basis of coordination, and is the supreme coordinating power. 

2 The principle of scalar process : Coordination of organised group effo11 is brought 
about through the scalar process, which refers to tlie chain of delegated authority that 
runs from the top management through the successive lower levels of management. It 
is through the scalar process that an integrated authority structure, also known as 
management hierarchy, is created as a means of facilitating coordination of 
organisational decisions and activities. 

3 Principle of functional effect or functional principle : An end result of 
coordination through the scalar process is correlation of tasks or functions delegated 
and assigned to managers and others in various departments. The division of 
functions into specialised and compact work unit and jobs should be followed up by 
correlation and integration of such functions to bring about unity of action. 

LyndaIl Urwick : He was another early management thinker who made an attempt to 
provide a logical classification scheme to the concepts and principles of Frederick 
Taylor. Henri Fayol, James Mooney, Alan Reiley and others. He integrated and refined 
the theoretical ideas of classical management writers in a clear and cogent manner. 

Through his writings, Urwick populaised several concepts and principles of 
management. They include: Span of control, unit of command, delegation of authority, 
departmentalisation, and so on. 

Mary Parker Follet : She was an eminent social and political philosopher. She focused 
her attention on coordination and evolved a few principles on the process as follows. 

1 Principle of direct contact : In any coordination attempt, managers and others 
involved in tasks should get in touch with each other directly, by ignoring the 
managerial hierarchy in order to avoid long and time consuming communication 
channels. 

2 Principle of coordination in early stages : Coordination to be successful, should be 
started in the early stages of work flow a d  by followed through. In other words, 
managers and others at lower levels should be allowed to participate in the process of 
coordination right from the beginning of an ac~ivity. 

3 Principle of reciprocal relation of all factors : An organisation is an inter-locking 
system of goals, activities, roles and relationships. The parts of the organisation are 
closely related to each other. The essence of coordination is to integrate the diverse 
activities, skills, attitudes and efforts of organisational members into a harmonious 
whole. 

4 Principle s f  continuous process of coordination : Coordination is neither a 
one-time drive nor a periodic compaign, Managers have to be everalert in conducting 
the on-going orchestra of organisational action. They have to tackle new situations 
by reference to their example, precedents and principles in a flexible and dynamic 
manner. 

5 Principle of situational authority : Follet stresses the need for a correct 
. 

understanding of the purpose of authority in organisations, According to her, the 
purpose of authority is not to gain domination by some persons over others. Thc 
purpose of authority is to bring about integration and harmony in the functioning of 
the organisation. Authority is vested in managers to handle a variety of situations as 
they emerge. Each situation determines and'dictates what is to be done and how. 
Follet tenns this as the 'law of the situation' where the ultimate authority rests. 
Managers and others should take orders from the situation 'and not from one another. 

3.3.5 Limitations of Management Principles 
A large number of modern management theorists and practitione;s held the view that 
managewent principles suffer from several limitations. An extremist section among them 
totally reject the principles of management and the 'principles approach' by branding 
them as totally useless, misleading and harmful. Let us outline the limitations of 
principles of management which are generally high-Iighted in the management literature. 

1 Doubt the relevance and validity of early management: Most of the principles 
e evolved during the early decades of this cent when organisations were relatively 

and operated under relatively stable conditions. Naturally, the principles 



reflected the simplicity and stability of their times. Over the years and decades since 
then, organisations and their environments have become enormously complex, due to 
rapid changes in technology, and economic, social, cultural and other conditions. 
Serious doubts are raised on the relevance and validity of such management 
principles to complex modern organisations operating in the presentday changed 
environment. Some modem theorists favour suitable modification of principles of 
management to suit the present conditions while others advocate their total 
replacement by more appropriate principles. 

Ignored the open systems of organisation: An examination of classical management 
principles gives the impression that the organisations are closed systems, do not 
interact with the outside environment and are not affected by the events and changes. 
Classical authors made such assumptions to simplify their task of formulation of 
principles of management. In reality, organisations are relatively open systems, they . 
are creatures of their environment and are significantly influenced by it. This was 
much true during the classical management era as it is now. To the extent that the 
cl'assical management principles ignored the open systems nature of organisations, 
they are open to the charge of being unrealistic. 

Little scientific base and empirical evidence: Management principles have little 
scientific base and empirical support. The early management thinkers and 
practitioners were not researchers. They did not adopt scientific research methods of 
investigation, experimentation, testing and validation of propositions for framing the 
principles of management out of them. 

Lack of logical framework: Except perhaps Urwick, the other early management 
writers did not try to form logical network so as to permit an understanding of their 
inter-relations. Management principles remained largely disjointed, devoid of a 
cogent framework. 

Believe in machine model of organisations and management: The early 
management writers who evolved the classical management principles believed in the 
machine model of organisations and their management. Their world view in this 
regard may be sumrnarised as follows : organisations and their management were or 
should be precise, perfect, flawless, rational, orderly and disciplined. Their 
management principles reflected this normative and idealistic word-view, far 
removed from the harsh realities of the world down to earth. When idealistic, 
principles are applied to real-world organisations, distortions are bound to emerge. 
The applied principles get overly diluted. Their precision and perfection turn out to 
be artificial, superficial and deceptive. For example, the principle of unity of 
command is almost universally applied in organisations but at the same time it is 
almost universally violated in practice. 

Over biased in favour of elite groups :The classical management principles were 
overly biased in favour of the values and orientations of the elite ownership and 
management groups in charge of organisations. Management principles were designed 
basically to promote the goals and interests of the above groups. The common theme 
that runs through all management principles was : organisational efficiency, high 
productivity, coordination and control. All these were to be ensured by division of 
labour, hierarchical authority, unilaterally set standards of performance and rules of 
behaviour strict personal accountability for results and so on. The interests, values 
and goals of other groups, especially employees and workers, did not find much 
place in management principles. 

Formulated under certain assumptions : It is also contended that management 
principles seldom take into account the complex nature of human behaviour in 
organisations. The behaviour of people-managers, employees and workers in 
organisations, is a vi&l factor which influences organisational. petformance and 
behaviour. Humah behaviour in organisations cannot be taken for granted. People . 
have multiple needs, perceptions and orientations. They are also variable and their 
attitudes towards their jobs and the organisation are influenced by several factors 
within and outside the organisation. But the classical management principles were 
formulated Under ~ertain assumptions as for example that cooperation in achieving 
Organisational goals can be elicited frob all employees through a combination of 
~ ~ ~ n o m i c  incentives and penalties; that the interest and needs of all employees cou!dS 
not be different from those of tlie orgaisation; that all employees could be easily 

I 

Process and Principles of 
Management 



Management: Introduction fitted into predesigned jobs; and that they can be subjugated by exercise of 
and Overview managerial authority. 

These and other assumptions of cld~sical management principles are questioned by 
modem behavioural scientists. 

8 Misguiding people : Some of the management principles have a prescriptive 
flavour : they prescribe the one best way of doing things, foreclosing the other and 
better ways of doing things. They give an impression of being 'ultimated' and 
'absolutes'. People tend to be misguided into the notion that an uncritical acceptance 
and adoption of management principles is the only guarantee of success in 
management. 

9 Too many principles chase too few real ideas : Some management principles sound 
like precepts, proverbs and platitudes; other principles are pompous declarations, 
pious wishes and self-righteous sermons. Too many management principles chase too 
few real ideas. Principles are also regarded as just the personal opinions and biases of 
those who formulated them. In a sense, all these descriptions of management 
principles may also be regarded as their limitations. 

Herbert Simon was critical of early management principles. In his view, almost for 
every principle, one can find an equally convincing opposite principle, thereby leading 
to confusion on what is the proper principle to apply under what conditions. Thus. the 
limitations of management principles may leave the students wonder whether p~inciples 
do make any sense at all. A more mature modern management view is that it would be 
unwise to dismiss classical management principles out of hand. Their continued vitality 
and validity have to be recognised along with their limitations and minus points. Several 
principles have proved their flexibility in application while others have proved their 
amenability for modification. There is scope for refining the principles further so as to 
make them more understandable, meaningful and acceptable. 

3.3.6 Are Management Principles Universally Valid? 
One of the recurring themes of classical management authors was that the principles 
formulated by them were universally valid. The universality doctrine means that 
management prhciples, are good enough to be adopted and applied by all types of 
organisations operating anywhere in the world, no matter how different they are from 
one another and hpw different their operating environments are. 

You may recall that the same claim of universal validity was made with regard to 
'management process' discussed earlier. We did examine and critically analyse the 
doctrine in the context of management process. The analysis holds good in the 'case of 
management principles also. However, we may look into a few more arguments in 
support of tile, potion of universality of management principles. First, classical 
management principles were claimed to be 'fundamental truths'. Just like all timeless 
and ageless, fundamental truths in sciences, in management also, principles are 
universally valid,. Second organisations all over the world are alike with regard to their 
purpose, namely to make available goods and/or services needed by society. Since 
management principles are meant to improve the ability of organisations to achieve the 
purpose well, they serve as a common denominator for all organisation. Third, 
management principles are flexible enough to fit into any type of organisation operative 
ip,? situation. Also, the supreme rationality and practical utility of management 
pt~nc~ples make organisations all over the world to rely on them for designing their 
struchlres and processes. According to this argument, the over-riding factors which 
determine the applicability of management principles to all organisations are the 
rationality and pragmatic value of principles, and not the diversity and complexity of 
organisations and their cultural settings. Fourth, managers who are thoroughly trained in 
the principles and theory of management and who have even otherwise acquired a range 
of management skills through experience have no problem in adapting the universal1 
principles of mapagement to any type of organisation and situation. Finally, it is quite . 
possible that some managebent principles would not be applicable to some organisations 
in some situations. They are only exceptions which prove the universal nature of , 

management principles. 

In support of the universal dactrine, it is stated that a vast majority of organisations all 
over the world, rich and poor, west and east, capitalistic and socialistic have been 
designed according to .Aassical management principles. It is also stated that even the 
newest and most modem organisations look to classical management principles to design 



their structures, systems and processes. They are invariably designed by reference to such Process nnd Principles of 

. principles as hierarchical authorily (scalar chain of command). centralisation and Management 

decentralisation. delegation of authority, span of control, functional differentiation, and 
SO on. 

However, there is no universal support to the doctrine. The opponents of the doctrine 
quote, even Fayol, who was the pioneer thinker on the management process and 
principles and their universality, to buttress their arguments. Fayol stated "For preference 
I shall adopt the term principle while dissociating it from .any suggestion of rigidity, for 
there is nothing rigid or absolute in management affairs; it is all question of proportion. 
Allowance must be made for different and changing circumstances. Management 
principles have limited validity for a particular set of conditions. They break down and 
lose their relevance under a different set of conditions. It is further argued that 
organisational and management situations are too dynamic and complex to be tackled 
with 'pre-cooked' principles. 

Check Your Progress B 
1 Are the following statements True or False? 

i) Principles of management are scientifically derived. 

ii) Classical management principles are still applicable to even modem 
organisations. 

iii) Management principles are gospel truths. 

iv) Unity of command implies every employee should have,more than one boss. 

v) Un,ity of direction implies a set of activities having the same objective under the 
direqtion of a single manager. 

vi) Centralisation refers dispersal of authority among various levels. 

2 Tick the choice that best answers each question. 

i) What was the source of classical management principles? 

a) Scientific research and analysis 

b) Experience and observation of management scholars and practitioners 

C) Ancient wisdom of philosophers 

d) Wishful thiriking and willful speculation 

ii) In what way are management funaions and principles related to each other? 

a) Principles, considered as a whole, make up the management functions 

b) Management functions q e  derived from management principles 

C) Management principles are derived from management functions 

d) Both are derived from management theory . 
iii) Why are principles of management called 'Classical Principles'? 

a) They are classified into different categories 

b) They are very old and out-dated 

'c) They are taken out from management classics 

d) They were formulated during the early stages of development of management 
as a distinct theory 

iv) What was the main aim of management scholars in formulating management 
" principles? 

a) To provide practical guidance to managers in their job 

, b) to make managers more principled in their behaviour 
I . . C )  to improve the functioning of business enterprises 

d) to gain name and fame for themselves 

I v) Why do principles of management generally focus on the internal working of the 
organisatian? 

a) The h x n a l  working of the organisation is familiar to managers 

b) T'he external environment of the organisation is stable and predictable 



C) l i  simplifies ttie task of fc)nn!.il:~tinu ilnd iappiication of principles 
Management: Introduction 
and Overview d )  [:)rg:inistiti~nr;i arc closed systenls 

/ i )  b4a11agcani:nt principles are. often definctl :is funtlii~~~ental tr t~tl~s in the sense that: 

;1) 'Fliey are n-reant to he faitlafully ohservetl 

b j  'They itre ethnically sound 

C) They reflect the ~aalities of menagcment 

i 

3.4 LET US SUM UP 

Management is a process'consisting of cert4n interrelated functions or activities. They 
relate to, for example, planning, organising, staffing, directing and controlling. They 
describe the job of managing. The functions of management considered as a whole, 
make up the management process. 

The process of management has certain important features. Management process is 
purposeful, integrated, and continuous and is also sequential. It is a transaction process 
which converts certain inputs into outputs, apart form providing an analytical framework 
for studying, understanding and improving the job of managing. The process is rooted in 
the practice of management. 

The idea that management is a process of performing certain interrelated functions has 
been 'developed into a major approach or school of management theory. Fathered by 

, Henri Fayol and nursed by subsequent proponents and theorists, the approach is claimed 
to be highly pragmatic, flexible, adaptive and universally valid. 

There are different alternative classification schemes with regard to managerial functions. 
Henri Fayol who pioneered the functional classification of the job of managing 
identified the managerial functions as planning, organisation, command, coordination and 
control. Several other management theorists and scholars have subsequently modified and 
refined Fayol's scheme in their own way. However, there has been some consensus 
among text book writers in management about the functional classification scheme of 
manning, organising, staffing, directing and controlling. 

Principles of management are generally derived from observation and analysis of 
behaviour of relevant variables of organisations and management. Most of the 
management principles were formulated by classifical management scholars like Henri 
Fayol. Frederick Taylor, James Mooney and Alan Reiley and so on. They were not 
based on empirical research but were drawn from experience and observation of 
theorists, some of whom were also managers. They were both descriptive and 
prescriptive in nature. Most of the classical principles serve as general guidelines to 

managers in their practice, apart from acting theory building, teaching and research in 
management. Also most of the classical principles such as delegation of authprity, unit 
of command, scalar chain of command, division of labour and so on, are widely 
followed in designing organisational structures and management systems in spite of their 
several limitations. 

i 
I 3.5 KEY WORDS 

I 

Authority: Power to give orders and make sure that these orders are obeyed. 

, Authority Parity with Responsibility: Since authority is the dicretionary power to 
:$ 

I 
. carry out assignments and'responsibility is the obligation of a delegant to accomplish 

1 , these activities, it logically follows that responsibility for action should not be greater 
' 

1 than authority delegated, nor should it be less. 
i Centralisation: The point or level where all decision-making authority is concentrated. .. 

Controlling: Measuring and correcting performance of activities of gubordinates to 1 
,i+ assure that events conform to plans. 
.$ 
~p Ckdlnatiori: Achieving harmony of individual and group efforts toward the 

$ accomplishment of group purposes and objectives. 

6 
!I 



Decentralisation: Disposal of decision-making power to the lowe; levels of the Process and Principles of 

organisation. Management 

Decision Making: The selection from among alternatives of a course of an action; a 
rational selection of a course of action. 

Delegation of Authority: Assignment of requisite au~hority to others in order to carry 
out certain assignments. 

Leadership: The art or process of influencing people of their activities towards the 
accomplishment of group goals. 

Motivation: Desire or feeling within an individual which prompts him to action, 

Responsibility: An obligation of an individual to perform certain activity which are 
assigned to him. . 

Organising: Formal grouping of people and activities to facilitate achievement of the 
firm's objectives. 

Organisational Objectives: Goals which the organisation seek to achieve by its 
existence and operations. 

Planning: Deciding in advance what actions to take and where and how to take them. 

Principles: Fundamental truths, or what are believed to be truths at a given time, 
explaining relationships between two or more sets of variables, usually an, independent 
variable and a dependent variable; may be descriptive, explaining what will happen, or 
prescriptive (or normative), indicating what a person should do. In the latter case, 
principles reflect some scale of values, such as efficiency and therefore, imply value 
judgements. 

Staffing: Filling positions in the organisation structure through identifying work-force 
requirements. 

Unity of Command: Every subordinate should have only one superior to report. Thus, 
the Snciple implies that the more an individual reports to a single superior, the less the 
problem of conflict. 

Unity of Direction: Implies that there should be one head and one plan for a group of 
activities having the same objective. 

Universality of Management: Essential or basic management sciewe, theory, 
principles, and concepts are applicable to any culture even though applications in 
practice may vary depending on cultural differences, contingencies, or situations. 

Scalar Chain of Command: Implies authority relationships from the top to the lowest 
echelons of the organisation. It contains chain of superiors who act as the link for the 
purpose of communic3'tion in both directions. 

Span of Control or Management: Limit to the number of persons a manager can 
supervise effectively. 

3.6 ANSWERS TO CHECK YOUR PROGRESS 

Check Your Progress A 

1 i) True ii) False iii) True iv) True v) False vi) False 

2 i) d ii) a iii) c iv) b v) a vi) b 

Check Your Progress B 
I 

1 i) Ealse ii) True iii) False iv) False v)  True vi) False 
5 

2 i) b ii) c iii) d iv) a V )  c vi) d 

I I. 

3.7 TERMINALtQUESTIONS r.. 

1 Define the concept of management process and dscuss its key features., 
I 

2 'Management is a social and dynamic process'. Comment. I 

3 What is the distinction between 'management process' and 'management process 
approach'? 45 



Management: Introduction 
and Overview 

4 Management Principles focus on the one best way of doing things and are 
prescriptive'. Do you agree? Give reasons. 

5 Explain the need for principles of management. 

6 What is the relationship between Fayol's administrative management theory and the 
management process approach? 

7 What in your opinion is the proper classification of functions of managers? Briefly , 
explain the functions of your choice. 

8 Are principles of management fundamental and universal truths? Why or why not? 

9 Do you think that Taylor's principles of scientific management are more scientific 
than Fayol's principles? Discuss. 

10 'Management process explains how managers should manage and not how managers 
do in fact manage'. Do you agree? Why? 

11 The functions of managers of a small soft drink bottling company differ from the 
functions of managers of a large steel manufacturing company. Discuss. 

12 What is the significance of principles of coordination evolved by Mary Parker 
Follet? 

13 'The art of management consists in applying the process and principles of 
management in practice'. Explain. 

Note: These questions will help you to understand the unit better. Try to write 
answers for tl~em. But do not send your answers to the University. These 
are for your practice only. 
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4.8 OBJECTIVES 

After studying this unit, you should be able to: 

e .explain the meaning, nature and importance of the managerial function of Planning 

e gain familiarity with the various steps of the Planning process 

r describe the major types of Planning-such as Strategic Planning, Tactical Planning 
Long-range Planning and Short-range Flaniling 

e enumerate and explain the principles on which Planning is based. 

4.1 INTRODUCTION 

In Unit 3, you have been acquainted with the process of management and the functions 
of managers, as also the various principles derived from the functions. You have also 
learnt that Planning is one of the critical functions of managers, which is closely related 
to the other functions. Indeed planning is always recognised as a key function of 
managers at all levels in the organisation. Of late, there has been a vigorous surge of 
interest in planning all over the world - especially corporate, long-range and strategic 
planning. 

In this unit, you will learn the fundamentals of planning - its meaning, nature, 
charactiristics, importance and limitations. You will also learn the elements and steps 
in the planning process, and the role of forecasting in planning. You,will further learn 
the concepts of strategic planning, tactical planning, long-range planning, short-range 
planning and the essential principles of planning. 

4.2 WHAT IS PLANNING? 

Most of us are fairly familiar with the meaning of 'Planning' in our everyday life. We do 
often decide in advance about the things to be done on a busy working day. Parents 
make advance decisions on the education of their children.'As students, you may think 
in advance how to go ahead with the preparation for your examination, how to make 
use of your time in the best possible nianner and so on. Laymen understand planning 
as some systemtitic way of deciding about and doing things in a purposeful manner. 

However, in the context of formal organisations and their management, the concept of 
planning has a specific connotation. It means deciding in advance what is to be done in 
the future for a specific period and then taking the necessary steps to do the things 
decided upon. It means looking ahead into the future and trying to anticipate what it is 



Planning and Organising likely to be, how it will affect the organisation, what direction the organisation should 
take, and how to cope with the future events. Planning also implies determination,of 
courses of action from among alternatives to achieve the goals of the organisation, both 
in the immediate future and in the long run. The very notion of planning brings to mind 
such images as neat, orderly and disciplined approach to work, goal-oriented 
behaviour, thinking about and arranging things in advance, careful allocation of scarce 
resources, and so on. In short, planning may be defined as the process of setting future 
objectives and deciding on the ways and means of achieving them. 

a 4.3 NATURE AND CHARACTERISTICS OF PLANNING 
I 

The managerial function of planning has certain unique characteristics of its own, which 
distinguish it from the other managerial functions. It also shares a few characteristics 
with other managerid.functions. All the characteristics together reflect the nature of 
the planning function. They are discussed as below: 

i) Primacy of planning: Planning precedes all other managerial functions. The 
process of management begins with planning. Planning provides the basis for the 
subsequent functions of organising, staffing, directing and controlling, though all 
the functions are highly interrelated: and are equally important. Planning is the 
prime function from which the other functions get the necessary base. 

.+. 

ii) ~ l & n i n ~  sls a process: Planning is a process involviilg a few stages or steps. It is a 
sub-process of:$? process of management. The planning process begins with 
identification-of mission and goals of the organisation and ends with making 
arrangem&nts for implementation of plans. 

C S ,  ' 
iii) ~er<asiveness of planning: Planning is a pervasive function of managers at all , 

levels of the managerial hierarchy, right from the chief executive down to the first 
1ine:upexvisor. However, the content and quality of the function differ from level 
to level. The time devoted to planning also differs. Typically, the chief executive , 

and other top level managers concentrate on corporate-wide plannin function. 
Their decisions on planning have far-reaching effects on the organisation. 
Managers at middle and lower levels have more limited planning functions. 

' . .". *', , 
Planning is also pervasive across the variousbrganisat/ona1 functional areas. In a 
manufacturing enterprise, for example, we come across such planning activities as 
production planning, materials requirements planning, manpower planning, 
financial planning, and so on. ,, %. , , , 

iv) Future orientation: Planning is invariably future-oriented. Henri Fay01 defined 
planning as the process of looking ahead (thinking ahead) and making provision 
to tackle future events and situations. The concern for future makes sense to the 
extent that planning is intended to cope with uiicertainties and unknowns which 
unfold themselves as one marches into the future. 

It is needless to state that planning cannot be anything other than future-oriented; 
one does not plan for the past and the present. Of course, while planning for the 
future, managers consider the relevant events and situations of the past and the 
present within and outside the organisation. 

v) Information base: Planning is backed by information. Without information, 
planning exists in a vacuum. Information on the past trends, current conditions 
and future possibilities are essential for planning. Information is needed to 
diagnose planning issues and problems, to develop alternative courses of action, 
to evaluate them and to make final choice of plans. 

vi) Rationality: Planning is a rational managerial activity. It implies that planning is a 
purposeful and conscious managerial function. It is backed by adequate 
information, lrnowledge and understanding. Managers who are planners are 
somewhat objective and unemotional in their approach to planning. They have a 
reasonably clear idea of the planning issaes and&now how to tackle them. They . 

make planning decisions with some awareness of their consequences. 

vii) Formal and informal nature: Planning has both formal and informal elements. 
Enwnalplanning refers to a systematic and rigorous process of arriving at planning 



decisions through investigation and analysis of the various factors. Formal 
planning is more explicit, and open ; responsibility for various aspects of planning 
is pinpointed among managers. Plans are put into writing and are communicated 
through the organisational channels of communication to the various managerial 
levels. 

Informal planning is done by managers through an intuitive process. Managers 
carry plans in their heads in the form of specific but flexible intentions and 
communicate them to others through word of mouth. Informal planningmay also 
be viewed as a trial and error, fragmented,\interGttent process as against a 
systematic step-by-step ahd logical process of formal planning. 

viii) Intellectual process: Planning is an intellectual process and requires certain 
conceptual skills. It requires abilities to think both in abstract and concrete terms, 
to visualise and look ahead into the future and to form ideas and images of future 

' expectations and desires. Planning also calls for intellectual abilities to anticipate 
opportunities and threats in the environment, to diagnose problems, develop 
alternative courses of action, and analyse them for ~hoosing the right course. 

ix) hagmatic, action-orientatlm: Al  gh planning is an intellectual thinking 
activity, it is primarily pragmatic a ? d action..oriented. Planning precedes action 
and is often described as action laid out in advance. To think before acting and to 
decide before doing are part of the! discipline and culture of planning. The focus is 
on actionability of plans, i.e., their quality of being itnplementable. Planning is 
also reality-oriented. 

x) Planning as a hrm of decision making: Planning involves problem solving and 
decision making. It is a process of identification of issues and problems needing 
decisions, collection of relevant information, evaluation of alternative courses 
and choices of the most appropriate alternative. Decisions are made on 
organisational obj,jectives, strategies, policies, programmes, procedures and other 
plans. They are all choices from alternatives. They also involve mobilisation, 
allocation and commitment of resources and efforts in specific ways. 

xi) Planning premises: Planning is based on certain assumption and estimates about 
the future behaviours of events and situations in the environment. These are 
formally known as 'planning premises' which are derived through the process of 
forecasting. Without such assumptions planning becomes an empty speculative 
exercise. Managers make promises or assumptions about the future events for 
purposes of planning: in order to have a sense of security and certainty in the midst 
of grave uncertainties and complexities of the environment. 

xii) Dynmisnn: Planning is a dynamic process. It is a process of making the 
organisation selectively move and-change in tune with relevant changes in the 
external environment. It is a process of buildiag flexibility and adaptability into 
the functioning of the organisation. It is a process of making continuous 
assessment and reassessment of the goals, resources, directions, opportunities , 
and problems of the organisation and converting them to serve its needs. 

'*L, 
xiii) Levels of plmdng: Planning is often divided into a few levels on the basis of their 

scope, significance and time span. On the basis of scope, there are two levels: 
(1) corporate planning covering the entire organisation, and (2) sub-corporate or 
functional planning carried on within the various functional units or divisions. On 
the basis of significance, we may divide planning into strategic planning and 
tactical or operational ~lanning'. On the basis of time span, there are two levels: 
(1) long-range planning covering periods of more than one year in general, and 
(2) short-range planning covering a period of one year or less. 

The division of planning into various levels facilitates analysis of the dimensions 
and critical elements of planning. Even so, planning is an integrated-function. 
Thus, different levels of planning should be balanced and coordinated so that1 
they support one another. 

xiv) Types of plans: The process of planning produces several types of 'plans' which 
may be viewed as a series or hierarchy of decisions and 'action packages'. They 
include: objectives or goals, strategies, policies, programmes, budgets, schedules, 
procedures, methods, rules and so on. (They will be discussed in Unit 5.) Some of 
the plans such as objectives and budgets serve as integral elements of the planning 

F~~rkdarncntals of Planning 



Planning nnd Organising process while others sucn a h  pr .s, procedures, rules and methods serve as 
facilitating tools for smooth pl r ,mg. All the plans are categorised into t w o  broad 
groups; (i) single use plans, and (ii) standing plans. Single use plans are those 
which are designed to meet specific, non-repetitive and unique situations, while 
standing plans are those which are fairly stable and are meant to handle a wide 
range of repetitive situations over a period of time. 

The importance of the planning function should have been clear after all that you have 
read about it till now. We may outline the importance of planning function as follows: 

i) Provides direction: Planning provides a clear sense of direction to the activities of t 

the organisation and to the job behaviour of managers and others. It strengthens 
their c~nfidence in understanding where the organisation is heading and what for, ' , 

how best to make the organisation move along the chosen path, and when should 1 
they take what measures to achieve the goals of the organisation. 

ii) Provides opportunity to lanalyse alternative courses of action: Another source of 
importance of planning is that it permits managers to examinc and analyse 
alternative courses of action with a better understanding of their likely 
consequences. If managers have an enhanced awareness of the possible future 
effects of alternative courses of action, for making a decision or for taking any 
action, they will be able to exercise judgement and proceed cautiously to choose the 
most feasible and favourable course of action. 

iii) Reduces uncertainties: Planning forces managers to shake off their inertia and 
ins~lar outlook; it induces them to look beyond those noses, beyond today and 
tomorrow, and beyond immediate concerns. It encourages them to probe and cut 
through complexities and uncertainties of the environment and to gain control 
over the elements of change. 

iv) Minimiss imprllsive and arbitrary decisions: Plantling tends to minimise the 
incidence of impulsive and arbitrary decisians and ad hoc actions; it obviates 
exclusive dependence on the mercies o f  luck and chance elements; it reduces the 
probability of major errors and fail~~res in managerial actions. It injects a measure 
of discipline in managel-ial thinking and organisational action. It improves the 
capability of the organisation to assume calculated risks. It increases the freedom 
and flexibility of managers within well-defined limits. 

v) ~ ~ n g - ~ i n  function: As stated earlier, planning is a prime managerial function which 
provides the basis for the other managerial functions. The organisational structure 
of task and authority roles is built around organisational plans. The functions of 
motivation, supervision, leadership and communication are addressed to 
implementation of plans and achievement of organisationalo5jectives. 
Managerial control is meaningless without managerial planning. Thus, 21anning is 
the king-pin function around which other Gnctions are .'.V;igned. 

vi) .Resource allocation: Planning is a means of judicious allocation of strategic and 
scarce resources of the organisation in the best possible manner for achieving 
strategic goals of the organisation. The strategic resources include funds, highly 
competent executives, technological talent, good contacts with government, 
exclusive dealer network and so on. Ifthe organisation enjoys a distinct advantage 
in possession of such resources, a careful planning is essential to allocate them into 
those lines which would strengthen the overall competitive position of the 
organisation. 

vii) Resource use efficiency: For an ongoing organisation, planning contributes 
towards a more efficient functioning of the various work units. There is better 
utilisation of the organisation's existing assets, resources and capabilities. It 
prompts managers to close gaps, to plug loopholes, to rectify deficiencies, to 
reduce wastage and leakages of funds, materjals, human efforts and skills so as to  
bring about an overall improvement in resource use efficiency, 

viii) Adaptive mp~~e8: Planning tends to improve the ability of the organisation to  
effectively adapt and adjust its activities and directions in response to the changes 



taking place in the external environment. An adaptive behaviour on the part of Fundamentals of Planning 

h e  organisation is essential for its survival as an independent entity. For a business 
, organisation, far example, adaptive behaviour is critical in technology, markets, 

products and so on. 

i;i) b k i p t i v e  action: While adaptation is a behaviour in reaction and response to 
some changes in thwcrutside world, it is not enough in some situations. In 
recognition of this fact, planning stimulates management to act, to take bold 
initiatives, to anticipate crises,and threats and to ward them off, to pqrceive and 
seize opportunities ahead of other competitors, and to gain a competitive lead 
over others. For the purpose, some enterprises establish ellvironmental scanning 
mechanism as part of their planning systems. Thereby such enterprises are able to 
direct and control change, instead of being directed and controlled by the 
pervasive external forces of change. 

x) Integration: Planning is an important process to bring about effective integration 
of the diverse decisions and activities of the managers not only at a point of time 
but also over a period of time. It is by reference tc the framework provided by 
plgnning that managers make major decisions on organisational activities, in an 
internally consistent manner. 

1 Wiich of the following statements are True and which are False? 

i) Among other things, planning implies determination of concern of action 
from among alternatives. 

ii) Planning follows all other managerial functions. 

iii) Planning cannot be future-oriented as the future is always uncertain. 

iv) Planning has both formal and informal elerncnts. 

v) Planning reduces the probability of major errors in management. 

2 Fill in the blanks: 

i) Planning is the process of setting ...................................... objectives. 

ii) .......................... and ........................... of planning functions differ 
from level to level of management hierarchy. 

iii) Informal planning is done through the ....................... process. 

iv) As planning requires certain conceptual analytical, skills, it is regarded 
as sn .......................... process. 

v) Assumptions and estimates about the future events are known as 
planning ................................ 

vi) Plans which are drawn to meet specific, unique situations are known 

vii) Planning is a means of judicious .................................. of resources. 

viii) manning stimuiares management to take .......................................... 

' 4.5 LIMITATIONS OF PLANNING 

You have learnt the nature and importance of planning,,Let us now discuss its 
limitations, 

i) Bssed on certain assumptions: Planning is based on certain assumptions or 
premises derived from forecasts about the likely behaviour or relevant future 
events and variables. If such assumptions or premises turn out to be wide off the 
mark, the very basis of plans get affected. Afterall, forccasting is not an exact 
science. 

ii) Incomplete information: The information needed for planning is often incomplete. 
It may not be available in time and its reliability tends to be doubtful. In several 
situations, managers are forced to make planning decisions on the basis of partial 
knowledge because of time lags and credibility gaps in information, 

* 

iii) Lack of control: Managers have little knowledge and less control over several 
elements of external environment. There is often no way to bring external 



I 
situations under the discipline of planning. Several external events tend to 
influence organisational activities and plans in random and perverse ways, as for 
example, natural calamities, sudden strikes, government policy changes, and so 
on. 

iv) Dif'fkult to clnamge with the changing envlrorament: Planning, under conditions of 
rapid changes in the external environment tends to be a tough job. Plans would 
become quickly loutdated and irrelevant even before they are implemented. 
Tflough flexible. plans would be of  some help under such conditions, there are also 
limits on injecting flexibility into organisational plans. 

v) Fluid process: Planning is essentially a 'fluid' process in the sense that it is always I 

in a state of flux. This is becauseof the march of the times and the subtle changes 
which characterise the future as it unfolds. Future is always a moving target. It is 
not easy to visualise an integrated and composite view of the past, present and 
future for planning purposes. 9 ,  

vi) Delay in action: Since planning means thinking and deciding before doing things, 
it is likely to delay action. For one thing, thinking and deciding are somewhat slow , 
intellectual exercises. Many managers may not have the time or  taste for such t 
exercises. For another, managers attach more importance to action and that too 
t i i e ly  action wherein lies much activism and dynamism. I 

.vii) Rigidity: The plans produced through the planning process tend to introduce 
rigidity into the functioning of the organisation. Managers are likely to insist on 
strict compliance wit11 pre-determined plans. This rnay sometimes mean foregoiiig 
new opportunities and better options. A faithful conformity with plans would 
stifle initiatives beyond the established ways and routines. 

viii) Plans might remain on paper: At the other extreme it is also likely that plans 
remain on paper as some sacred documents worthy to be respected and preserved 
,are not followed or implemented. They may be far removed from realities such 
that managers regard them as 'untouchables'. Alternatively, managers may be too 
busy in struggling with crises to find time for going along planned courses. 

ix) Difficult to implement at unit level: It may be easy to formulate broad plans at the 
corporate level. Problems are likely to arise when managers try to prepare more 
detailed plans in physical and financial terms at functional and unit levels for 
purposes of implementations. The detailed plans, if and when prepared, may not 
reflect the intents of the broad plans in a consistent manner. 

4.6 %HE PROCESS OF PLANNING 

We have stated earlier that planning is a process consisting of certain steps or series of 
sequential activities. There is no generally accepted or standard format of the planning 
process. Different authors have their own ways of conceptualising the planning process. 
Let us discuss one of the conceptual schemes of the process of planning. 

i) Rmning to plan: Planning does ndt just occur on its own or with the issue of an 
order from the chief executive. I t  has to be properly and carefully decided upon 

. and planned. The management of the organisatioi~ has to inject a culture of 
planning at all the levels of management by highlighting the imperatives and 
virtues of planning as also the philosophies and techniques embedhed in it. It has 
to educate the managers in various departments by arranging training programmes 
and conferences on the methodology of planning so as to improve their 
competence to  plan. The required planning system has to be designed and 
activated. This is especially so with regard to a new organisation, 

ii) Appraisal of internal situation: In this step, top management in collaboration with 
other managers, have to make an analysis of the current state of affairs with the 
organisation - its existing plans, processes, activities,,perforrnai~ce leveh, 
achievements and problems. It is essential to review in detail the specific strengths 
and weaknesses of the organisation in its sphere of operations. For example, 
products and services it supplies, financial position, manpower and managerial 
resources, competitive position, profitability levels, market image, manufacturing 
and otherfacilities, R 8rD advantages, capital stnicture, and so on. Management 



has also to make forecasts and projections of the likely future position and trends Fundamentals of~~nn'ning 

of the organisation's activities in all the above areas. . - . , -*  . - .  

iii) Appraisal of the external environment: Top management of the organisation is r 

vitally concerned with the analysis of external environmental conditions for planning. 
purposes. This facilitates them in understanding the elements and events in the 
world outside the organisation which affect its present and future functioning. 
Appraisal of enuiinmental trends in economic, social, technological and other 
means of relevance for the organisation is to be continuous process. Not only the 
present but also the likely future trends have to be appraised through systematic 
scanning and forecasting mechanisms. This will enable the organisation to identify 
the present and future opportunities and threats in the various external elements 
with which the organisation is directly concerned. 

iv) Delinition of key areas and bsues for planning: The appraisal of internal and external 
environmental conditions gives to the management an idea about what tentative planning 
the organisation needs. Managers have to ask themselves whether, in the light of 
external appraisal, the existing businesses, products, markets, processes and 
practices are relevant, and which aspects of them have to be retained, strengthened, 
refined and modified. The analysis also may reveal the need for new directions to 
strengthen the competitive position of the arganisation,and to bring about a better 
alignment between the organisation and the external environment. It may also 
unearth the possibilities of going into new businesses, new technologies, new 
products and new markets. An important outcome of the above appraisal is 
identification of possible measures necessary to cope with environmental 
opportunities and threats, which are likely to help or hinder, as the case may be, the 
performance and progress of the organisation. 

v) Development of alternative plans for evaluation and choice: In this stage, manager 
have to apply their creative and iniiovative skills to generate alternative plans - 
missions, objectives, strategies, policies and programmes - on the basis of 
assessment of planning needs. They are generally of corporate-wide and long- 
range in character , ranging from 5 to 10 years ahead, depending on circumstances. 
Development of alternative plans calls for an intensive thinking and search on the 
part of managers. For example, a business enterprise has several options to 
increase its economic power and profitability - by increasing the Gles of its 
existing products in the existing markets, by exploring new markets,' by going in 
for new products, by acquiring outside enterprises and so on. The objective of 
impfoving its economic power could be achieved by one or a combination of some 
of the above alternative strategies. 

Aninnportant part of this stage is the evaluation of alternative plans by reference to 
their comparative merits and demerits whereupon choices have to be made from 
among the alternatives on the basis of certain predetermined selection criteria. The ' choices are the decisions of managers which will chart the long-range directions of 
the organisation for a specified period of time. 

vi) Formulation of medium ran e and short-range plans: The long-range set of 9- 
organisatibnal plans provide the basis for formulation of more specific medium- 
range and short-range plans, Medium-range plans have a time span of more than 
one year but upto three years in general. Short-range plans have a duration of one 
year or less. Medium-range plans and short-range plans are progressively more 
specific than long-range plans. Short-range plans are also called operational plans 
and the process of formulating them is called '.Operational Planning'. Medium- 
range plans and short-range plans are generally formulated in such functional 
management areas like manufacturing, marketing, purchase, personnel, finance, 
R&D and so on. They are further 'de-coniposed' into more detailed sectional and 
unit plans valid for basic units of operations in the organisation. 

vii) Arrangements for implementation ofplans: Effective implementation of plans and 
decisions is the crux of the planning process. Since plans are implemented by 
managers and others at various levels of the organisation, it is essential for top 
management to enlist their co-operation, participation and commitment for the 
purpose. Authority and accountability. have to be pinpointed specifically among 
the various managers for implementation of plans, for acquiring and allocation of 
resources and tasks, for making day-tosday decisions and taking initiatives and for 
activating the communication system in the organisation. 
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4.7 FOJWECASTING AS lQPJ ELEMENT OF PILANNIING 

We have stated earlier that forecasting is an essential element of the planning process. 
The term forecasting refers to the process of making systematic but tentative appraisal 
of future ccnditions and events for a specified period of time - whether for a few 
months or, a few years ahead. It is a process of predicting relevant future situations 
which are likely to affect the activitiesof the organisation. It is an attempt t~ look ahead 
and make tentative estimates and projections of the behaviour of relevant variables in 
the environment. 

Since planning is future-oriented, forecasting is a basic ingredient of the planning 
process. Forecasting provides vital clues to  managers on what the future problems and 
prospects are likely to be for the organisatiun. By means of forecasting, managers 
generate information on several dimensions and aspects of the environment - 
economic, social, technological, and political - which are directly relevant to the 
functioni,:g and fortunes of the organisation and which directly influence the planning 
and other decisions, initiatives and responses of managers. Forecasting is llecessary to 
enable managers to get important inputs for planning an? to inake informed judgement 
about the likely impact of the external forces on the organisation's present and future 
courses of action. Organisational plans are based on proper and reliable information 
generated'by managers through forecasting and other means. 

For a business enterprise, for example, several aspects of future trends should be 
understood through forecasting. They include: future sales trends of the products and 
series of the enterprise, based on an assessment of future demand, supply, cost and 
competitive conditions, likely levcls and trends of profitability, future technological 
changes, general econoinic and industry trends, likely emergence of new products, new 

a processes and new markets, probable changes in population characteristics, their levels 
of income, life styles and buying patterns and so on. 

The individualenterprises rnay be able to get part of the above information on the basis 
of forecasts made by other agencies - say government, trade associations, academic 
and research organisations, consultansy firms and so on., But forecasts on internal 
variables like sales, profits, market share, cost trends etc. have to  be made by the 
enterprise itself. 

Forecastirg and Premising:  or purposes of formulating plans, managers haye to convert 
the appraisals, estimates and projections about the future events into certain meaningful 
assumptions, which are known as planning 'Premises'. This conversion process is called 
'Premising', which is an essential follow-up action after forecasting ,Planning premises 
form the foundation of organi~ational plans. They are in the nature of informed guesses . 
of managers with respect to specific future trends. A few examples of planning premises 
are given below: 
a) The enterprise will maintain its competitive strength over the next,four years. 
b) There will bc revolutionary developments in TV technology duringphe next five years. 
c) There will be future liberalisation in the economic and industrial policies of 

government with respect to big business enterprises. 

Planning premises are categorised in various ways. External Premises relate to  general 
economic and business conditions, social, political, technological and other trends. 
Internal Premises are confined to the enterprise's activities -as for example, cash 
flow, cost of products and services, profitability and so on. Tangible Premises are 
quantit~tive in nature, as sales volume of Rs. 50 crores, 'for example. Intangible 
Premises are qualitative, as for instance the competence and character of managerial 
personnel in the organisation. Controllable Premises are those which are manageable 
by the enterprises (example: advertising expenditure). Uncontrollable Premises relate 
to acts of god or man about which little can be done by the industrial enterprise 
(example : A big fire in the plant, government policies etc.). 

Forecasts and planning premises are different from plans. The former outline what the 
future is likely to be. The latter underline what the enterprise should do  in future. 
Further forecasts and planning premises do not reduce the complexity and unc6rtainjy 
of the future, They only aid managers in understanding the state of complexity and 
uncertainty of the behaviour of future events and in going ahead with confidence to  
cope with them. 



It is true that forecasting is most unlikely to be perfect and that it is in fact a hazardous 
exercise especially in a situation of rapidly changing external conditions. Forecasts ara 
only ~pproximations and estimates. Future events may not beh~ve  exactly according to 
forecasts and premises made by managers. But still forecasting before formulating 
plans is an inescapable exercise. Without intelligent and systematic forecasting, 
~r~anisational plans would be mere expectations and pious wishes. 

I Fill in the blanks: 
....................................... i) The informatian needed for planning is often 

and may not be ........................... 
ii) One of the limitations of planning is that it is essentially a .......... process. 

............................ iii) Appraiszl of the external is an essential requirement 
in the planning process. 

....................................... iv) Forecasting providks vital to manager about 
the future problems and prospects. 

............................... v) The esti-~ated sales for the future is an example of 
....... ;. ................. premises for the managers of a company. 

! Which of the following statements are True and which are False? 
i) Planning leads to delayed action as it involves prior thinking. 
ii) Development of alternative plans is most essential for planning at the 

functional level. 
iii) Forecasting and premisirig for planning are one and the same thing. 
.iv) Planning premises and forecasting reduce the uncertainties and complexities 

of the future. 
v) kledium-range plans have a duration of more than one year 

4.8 TYPES OF PLANNING 
e 

Planning may be categorised into several types on the basis of certain variables. Here 
we will divide the function of planning into four categories on the basis of two variables 
-degree of comprehensiveness and time span. On the basis of degree of 
csmprehensiveness, planning is divided into strategic planning and tactical planning. 
On the basis of time span, we may divide planning into long-range planniilg and short- 
range plarining. Let us have a brief idea of the four types of planning. 

strate& Planning: The term strategic planning refers to the process of determining 
the integrated organisation - wide courses of action to achieve the major objective of 
the organisation. The term has a military origin where it is used to describe the process 
.of formulation of military campaigns to achieve military goals of defending the home 
territory and defeating the enemy forces. In military parlance, strategic planning covers 
such aspkcts as how to attack the enemy and from how many fronts, the size and 
combination of ground forces, air forces and naval forces, the amount of resources to 
be deployed, the timing of the various moves, the areas to be fortified and defended and 
so on. The term acquired great significance in non-military situations also. We often 
hear of strategies to achieve the goals of Five Year Plansat the national and regional 
levels, strategies for solving rural drinking water problems, strategies to reduce the 
growth rate of population and so on. In the context of business enterprises, strategic 
planning consists of formulation of strategies which are in the nature of critical and 
intelligent courses of action to gain upper hand over competitive and other complex 
external forces in the environment. It involves tentative chalking out of the major 
measures and moves necessary to perceive and exploit opportunities and to tackle 
threats and constraiqs, in the light of distinctive strengths and inevitable weaknesses of 
the enterprises. 

The kinds of questions that top management of the enterprise asks itself and finds 
answers in strategic planning include: What are the most significant market and other 
opportunities and in what way they are relevant to the enterprise? What are the kinds 
and complexities of external problems, threats and constraints forced by the enterprise? 
HOW shared the enterprise take advantage d relevant opportunities and to tackle the. 
threats and constraints (as for example : price cuts, aggressive advertising campaigns, 
introduction of new or improved products, and so on initiated by rival enterprises) in 



planning and Orgsnising ' order to achieve the objectives. In what specific areas and businesses did the enterprise 
concentrate its efforts to gain or retain its competitive dominanoe? Into what new 
businesses should be enterprise extend its activities? 

strati$ planning is a means of improving the enterprisesil competitive position in 
relation to other existing and potential rivals in the industry. It is an attempt to design 
an action plan on how, where and when the strategic resources of the enterprise 
(investment funds, customer goodwill, and loyalty, distribution network, IR & D 
faciiities and so on) have to be deployed, and the combination, sequence and timin5of 
various major decisions and initiatives necessary to achieve the enterprises goals of 
growth, diversification, high profitability, competitive power, good market share and 
SO on. 

Tactical Planning: Tactical Planning refers to the process of formulating more specific, 
functional, sub-plans to implement the strategies of the enterprise. Tactical Planning is 
more limited in its scope and consists of detailed decisions and actions initiated at lower 
managerial levels to exploit situations as and when they arise and to cope with local, 
operational problems. It is sub-corporate wide in nature. Tactical plans take the form. 
of small, successive steps or moves taken in a concerted manner. Tactical decisions are 
concerned with what and how activities are to be carried out, what performance criteria 
are to be established, how scarce resources are to be utilised efficiently and so on. 

Tactical Planning is carried out on the basis of more information under less risky 
conditions and in a more structured manner than st;ategic planning. Tactical Planning 
provides the basis for detailed specification of various activities to be carried out by the 
enterprise in a coordinated and time-bound basis. 

To take an example, a major objective set by the top management of an enterprise 
manufacturing industrial goods is rapid growth by doubling the sales volume within a 
period of next four y.ears. To achieve this objective, one of the strategies formulated by 
the enterprise is diversification into manufacture of consumer goods. To implement 
this strategy the enterprise formulated specific policies on 'make or buy', internal 
growth vs acquisitions or mergers, f~rei~n'collaboration and so on. Within the 
framework of the above strategy and policies, tactical plans and decisions on such 
aspects as size of operations, product types, sizes, quality ranges, customer services, 
distribution channels and so on are designed. 

The distinction between strategic planning and tactical planning is one of scope and 
impact. In many cases, the two types of planning become indistinguishable. They are, 
however, inter-dependent . 
Long-range Planning: The term 'long-range planning' refers to the process of 
formulating the long-range objectives of an organisation and of determining the ways 
and means of achieving such objectives. The term 'long-range' indicates the extent of 
future time horizon, the fairly long period of time which can be visualised and verbalised 
into tentative objectives by the organisation. The duration and limit of long-range 
differs from enterprise to enterprise and from situation to situation. For some 
enterprises, 3 to 5 years is a fairly long time horizon, while for others, 25 to 30 years and 
even beyond is the relevant planning time frame. The long-range planning period is 
determined keeping in view the nature of the enterprise's business, its size and growth 
rate, the extent of variability of the environment, the time required for converting 
major decisions into tangible results and so on. 

Long-range planning provides a Gamework for determination of such critical goals as 
the desired growth rate of the enterprise's assets or sales and profitability, new activities 
in the future, major neR investments, areas of development, and disinvestment, and so 
on. As Peter Drucker stated, every enterprise should ask itself these and similar 
questions in the context of complex and dynamic nature of external environment. 
Business and other organisations cannot expect that their present businesses, product 
lines and activities, technology, profit levels and markets will continue to remain 
relevant in the future. Long-range planning is intended to induce such awareness and 
to enable managers to make current major decisions with a fairly good sense of future 
outlook. 
Short-range Planning: The term 'short-range planning' refers to the process of 
formulating short-range objectives and of deciding on the courses of action or plans, to 
achieve them. Short-range planning is done for a time span of one year or less. In 
general, it is carried out within the framework of long-range planning, and for 



achie&g long-range objectives, in a step-by-step manner.-A short-range plan is an 
attempt to breakdowd a long-range plan into compact and actionable programmes. 
Short-range planning is more action-oriented, more detailed, specific and quantitative. 
For example, if the long-range goal of an enterprise is to increase its sales volume by 
50% during the course of next five years, it has to formulate its short-range plan for the 
next one year to bring about an increase of say 20% in its sales turnover. It has to 
formulate a detailed budget of short-range goals, targets of performance, attivities, and 
resource requirements in a time-bound manner. Short-range planning provides the 
basis for a coordinated performance of activities, allocation of resources, a$signment 
of tasks and design of appropriate plan, implementation and programme evaluation 
system. Long-range plans are implemented in this manner by programming, budgeting 
and scheduling efforts and activities needed to achieve organisationd goals. 

It may be noted that tactical planning and short-range planning are also referred to as 
g, because they represent planning.of detailed operations at the 

lower levels of management at middle and supervisory levels. 

4.8 PWHNCPPLES OF PLANNING 

Since planning is a function of management, it must be based on certain principles to 
serve as guidelines for undertaking the function in right earnest. We may outline the 
principles of planning as below. 

1 Principle of top management interest: The chief executive of the organisation must 
show genuine interest in planning, submit himself to the discipline ol planning and 
must inspire his team to do the same. 

2 Principle oflong-range view: Every manager must plan decisions after a full analysis 
and understanding of their long-term future effects, and after objectively considering 
allthe available facts.' 

3, Principle of contribution to objectives: Planning should be purposeful. It should 
directly contribute to the achievement of organisational objectives or desired ends. 

4 Principle of primacy of planning: As stated earlier, planning holds the prime position 
in the process of management. It is logically regarded as the first function of 
managers from which all other functions flow. 

5, Principle of flexibility: The principle suggests that flexibility in planning helps the 
organisation to cope h t h  rapid and unforeseen changes in the external events. This 
can be achieved without abandoning the pre-determined plans or without inviting 
adverse consequences even if drastic. 

6 Principle of navigational change: This is related to the principle of 
flexibility. It indicates that a regular process of monitoring the course of external 

I 

events is to be combined with a review and revision of plans in order to achieve 
desired goals just as a navigator negotiates his ship's way by making changes in his 
route in response to behaviour of the water mass. 

7 Principle of commitment: This principle helps in the determination of the planning 
period. Planning should cover a period of time necessary to fulfil the commitments 
involved in a decision. For example, if a student makes a decision to join a three 
years B.Com. Course, his planning period is three years. 

8 Principle of the limiting factor: A limiting factor is one which stands in the way of 
achieving the desired objective. Managers should pay due attention to tackle those 
limiting factors which hinder the smooth progress in achievement of objectives. 
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a whole. 

ii) Tactical planning is carried out under nlore risky t:onditions than strategic 
planning. 

iii) Operational planning includcs both longrange and short-ri~ngc planning. 
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Planning and Orgarjslng iv) Tine principle, of flexibility of plarrcniipag suggests that plans should be changed 
as freqneartly as possible. 

v) 'me principle of coaix~litnnelrat helps in the determination of the planning 
peniod. 

2 Fill in the blanks: 

i) Strategic rand tactical planning are defined on the basis of ....................... 
ii) Courses of action planned to gain upper hand over competitive and other 

external forces are known as ............................................................ 
iii) Tactical planning involves a more ..................................................... 

approach than strategic planning. 

iv) Long-range planning provides a ....................................................... 
for determining critical goals. 

v) Any factor which stands in the way of achieving desired goalsrnay b; called a 
:. factor. . .......................................... . 

4.80 LET US SUM UP 

Planning is the process of setting future objectives and deciding on the ways and means 
of achieving them. It means deciding in advance what is to be done in the future for a 
specific period and then taking the necessary steps to do the things decided upon. 

Planning precedes all other managerial functions. It is a sub-process of the process of 
management. It pervades all levels and a11 branches of management. Planning is 
invariably future-oriented but is backed by information relating to the past trends, 
current conditions and future possibilities. It is a purposeful conscious managerial 
function. It has both formal and informal elements. At the same lime, planning is an 
intellectual process and requires certain analytical and conceptual skills. Even then, it 
is primarily a pragmatic and action-oriented function. Planning involves problem 
solving and deckion-making. It is based on certain assumptions and is a dynamic 
process. 

Planning may be divided into certain levels on the basis of scope, significance, and time 
span, e.g. corporate planning and.functiona1 planning; strategic planning and tactical 
planning ; long-range planning and short-range planning. All types of plans may be 
broadly categorised into two groups. Single use plans and standing plans. 

The importance of planning function stems from the following benefits of planning. 
Planning provides a clear sense of direction to the activities of the organisation and the 
job behaviour of managers and others. It permits managers to examine alternative 
courses of action with a better understanding of their likely consequences. Planning 
forces managers to shake off their iqertia and induces them to look beyond the 
immediate concerns. It minimises the incidence of impulsive and arbitrary decisions 
and ad hoc actions. Planning provides the basis for all other managerial functions. It is 
a means of judicious allocation of strategic and scarce resources of the organisation, and 
also brings about an over a~ improvement in the efficiency of resource use. Further, 
planning'improves the ability of the organisation to adapt effectively and adjust its 
activities in response to changes in the external environment. It stimulates management 
toiake bold initiatives to anticipate crises or threats and to prevent them and to perceive 
and seize opportunities ahead of competitors. It is also an integrative process at a point 
of time as well as over a period of time. 

The limitations of planning ari\e out of the following element;. The assumptions and 
forecasts which form the basis of planning may be wide off the mark. Information 
required may not be reliable or may not be available in time, Changes in externad 
environment are often beyond the knowledge and control of management, particularly 
in the case of rapid changes. Further, planning is always in a state of flux, due to the 
continuous and subtle changes taking place in the environment. Besides, planning may 
delay action as it involves prior thinking and deciding. Often the plans formulated 
introduces rigidity in the functions of managers. On the other hand, plans may be far 
removed.fromreality and thus becomedifficult to  implement, particularly with respect 
to detailed plans. 
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The process of planning involves: Planning to plan, appraisal of internal conditions and 
external environment? defining key areas and issues for planning, development of 
alternative plans for evaluation and choice, formulation of medium-range and short- 
range plans and implementation of plans. 

Forecasting is an essential element of the planning process. It provides vital clues to 
managers through the generation of information on several dimensions of economic, 
social and technological environment. It also provides estimates and projections about 
the future events. 

The appraisals, estimates and projections provided by forecasting are converted into 
meaningful assumptions known as planning premises. The premises may be of different 
categories: external, internal, tangible, intangible, controllable and uncontrollable. 

Planning may be divided into four categories on the basis of degree of 
comprehensiveness and time span. These are : Strategic Planning, Tactical Planning, 
Long-range Planning and Short-range Planning. Tactical and Short-range Planning are 
also referred to as dperational Planning'. 

As a function of management, planning is best carried out on the basis of certain 
principles viz., principles of top management interest, long-range view, contribution to 
objectives, primacy of planning, flexibility, navigational change, commitment, and 
limiting factor. + 

- - - 

Forecasting: Estimating the future behaviour of variables affecting the business unit. 

Long-range Planning: Formulating the long-run objectives and determining the ways 
and means of achieving those objectives. 

Objectives: Goals or purposes towards which business activities and operations are 
' a directed. 

Operational Planning: Planning of detailed operations at the middle and supervisory 
levels of management. 

Planning: The process of setting future objectives and deciding on the ways and means 
of achieving them. 

Policies: Guidelines for decision-making and action. 

Strategic Planning: The'process of planning which involves product, market decisions 
in the light of environmental changes and internal resources. 

Strategy: Courses of action to gain upperhand over competitive and other 
environmental forces. 

Tactical Planning: The process of formulating specific, functional sub-plans to 
implement the strategic plan. 

4.12 ANSWERS TO CHECK YOUR PROGRESS 

A) 1 i) True ii) false iii) False iv) True v) True 

2 i) future ii) content, quality iii) intuitive iv) intellectual v) premises vi) single use 
plans vii) allocation viii) bold initiative 

B) 1 i) incomplete,' reliable ii) fluid iii) environment iv) clues v) tangible . 
2, i) True ii) False iii) False iv) False v) True 

C) 1 i) True ii) False iii) False iv) False v) True 

2 i) comprehensiveness ii) strategies iii) structured iv) framework v) limiting 

INAL QUESTIONS 

Fundnment~ls of Planning 

L Define the concept of planning and explain its salient characteristics. 
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'lanning and Organising 2 Comment on the following statements: 
a) Planning is a pervasive process. 

i 
b) Planning is a useless exercise in a situation of rapidly changing environment. 
c) Planning and decision making are two sides of the same coin. 

3, Do you think that planning is a guaApnteefor organisational success? Give reasons. 

4 Is there any need for planning a @ah? Explain. 

5 Tlie limitations of planning are too,serious to make planning a credible function. 
Do you agree? Why? 1 

6 What is the difference beiween strategic and long-range planning? 

7 Discuss the process of planning. 

8 What are planning premises? How are they relevant to planning? 

9 Why is forecasting so important for planning? d 

10 Explain the principles of planning. 

11 'Long-range planning is concerned with making today's decisions with a better i 
sense of futurity'. Comel i t .  

12 What is the role of top management in the planning process? 
f 

. I 
I 

I 
I 

t, do not send your answers to the university. These are for your I 
I 
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5.0 OBJECTIVES 

After studying this unit, you should be able to: 
e explain the concepts of single use plans and standing plans. 

e describe the types of single use and standing plans, with special reference to 
objectives, strategies, policies and procedures. 

explain the importance of policies and outline the process of policy formulation. 

e relate and distinguish between objectives, strategies, policiesand procedures. 

5.1 INTRODUCTION 

In Unit 4, you have learnt the nature and importance of the managerial function of 
planning. You have also got an understanding of the various steps involved in the 
planning process. At the same time you hive been acquainted with different types of 
planning : strategic and tactical planning, long-range and short-range planning and 
principles of planning. In this unit, you will learn the network'of organisati.ona1 plans 
which includes objectives, strategies, policies, procedures, schedules, and their role in 
organisations. You will also learn the process of policy formulation and differences 
between major types of plan. 

5.2 ORGANISATIONAL PLANS 

The term 'plan' may be defined as a course of action determined in advance by the 
management. A plan has a time frame, whether it is explicit or implied. It is a 
commitment to action and commitment of resources. It is also a package of decisions 
on intended efforts to achieve some results. It is a relatively static picture or blue print 
of action which is partly a means of mechanism of planning and partly an end product 
of the planning process. 

< 

A single use plan is one which is specific to particular situations of a non-repetitive 
nature. It may not have use for different situations, It becomes obsolete Once its 
purpose is over. Examples of single use plans are objectives, strategies, projects, 
programmes, schedules, budgets and so on. Let us say a business firm sets a target to  
achieve 15% increase in its sales volume for the year 1988-89, Once this objective is 
achieved this plan ceases to exist. 

However, some objectives, like the objective of continuous updatingY6f modern . 
technology, continue to remain relevant. Such objectives may perhaps be regarded 
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as policies. The other examyles of single use plans, such as strategies, projects, budgets 
etc. are 'tailor made' to  specific needs of the organisation:F'or example each project is 
unique in respect of its environment, resource requirements, completion time and so 
on. - 
As against single usc plans, standing plans are those which are of a relatively long 
stancling by nature. They arc meiint Lo scrvc as standing guidelines, criteria and coiistraints 
on ~nanngerial dccision making an action. A standing plan can be repeatedly used over 
a period of time for tackling a range of Erequently.~.ccurring ancl related problems and 
issues. Policies, procedures. rules and methods are generally'categorised as standing 
plans. For example, an ellterprise's policy of selling its proclucts and services only on 
cash terms prc~vidcs a standing guideline and constmii~t to miinagcrs in concluding sales 
deals with custonlers. A procedure on purchase of materials and components will 
continuc to be useful over a period of time for a range of :~ctions on purchases of such 
items. Thus, stiinding plal~s are meant for ready guidance, steady observance and 
repeated r e f e r c~~ce  for managers and others for their dccis io~~ making and action 
behaviour. 

Let us discuss o few single use plans and standing plans. For this purpose, we select 
c~bjectives and strategies from single 11sc p l a ~ ~ s  ant1 policics and procedures from 
s tandi~~g plans. 

The term 'objectives' ]nay be defined as a pla~~ned target of performance or the desired 
end result of an activity which one attempts to realise. It provides meaning and purpose 
to the organisation. It has definite scope and direction. It is a commitment to  a course 
of action. It is to  be followed by determining the ways and means of achievement. 
Often, a time frameis determined foi-~ts nchicvement; in other words objcctives niay bc 
of a t i~nc  bound nature. Ol3jectivcs are variously termed as ~~urposes ,  goals, missions, 
aims, ends and so on. These tcrnls are often used interchangeably. I-Iuwevel-, it is 
possible to distinguisll among them. Thus, purpose is the basic reason for the existence 
of an entity, whetliel it is a hunian being or a human orgallisation.-The purpose of an 
educational'institution is to systematically splcad knowledge. Goal is vicwccl as a 
milestoile along the path towards tlie objective. It is a part of a n  objective. Mission is 
the specific and well-detiued roles and activities in which an organisation concentrates 
its efforts. 

All organisations have objectives, whether or not they are statccl explicitly. However 
objectives inay differ from organisation to  organisation. The objcctivcs of a university 
differ from those of a business enterprise. The objcctives of a government department 
differ from those of a l~ospital. Objectives may also change over a period of time with 
respect to a single organisation. 

Objectives provide the basis for planning. They are also tlie focal point for all 
managerial functions. They give meaning and a sense of direction to organisational 
efforts. They set bwndaries in the sphere of operations of the organisation and its 
relations with the external environment. They serve as the foundation for the entire 
management, process of planning, organising, direction and control. They provide the 
framework for formulation of strategies, policies, programmes, procedures and so on. 
Objectives serve as criteria and constraints for managerial decision making on 
acquisition and utilisation of resources. 'They are the rallying points for the motivation 
of members of the organisation. They provide a foundation for the standards of 
organisational performance and the evaluation of perfonnance. 

Si~lgle vs. rnultiple objectives 

An organisation may have a single objective or more than one objective. I t  is often 
stated that the only objective: of a business firm is to maximise its profits and that all its 
activities focus on this single objective. This may or may not be  true. In general, an 
organisation has more than one objective. For example, a business enterprise not only 
airxis at profit making but is also concerned with healthy growth of its activities, 
customer service, employee welfare, efficient operations and upgradation of its 
technology. Organisations establish objectives in all key areas of their activities. For 
example, a large business enterprise needs to formulate its objectives with respect nf' it< 



various functions like manufacturing, purchasing, finance, marketingpersonnel and so 
on. However, it is necessary that the multiple objectives of the organisationAare related 
to each other in some way. 

Classification of objectives 

With respect to a single organisation, we may think of its objectives from several 
perspectives which . provide . a basis for their.classification along the following lines: 

Broad organisation-wide objectives such as services, rapid growth, profitable 
public image and so on, and sub-corporate objectives applicable'to its 

various departments, divisions and functions. . 

Long-range objectives and short range objectives; 

Primary objectives and secondary objectives. For example, Survival and stability arc 
primary objectives while social responsibility is a secondary.objective. 

'Economic, commercial objectives and non-economic social objectives. Profit is an 
economic commercial objective while concern for environmental safety is a social 
objective. 

Quantifiable and Qualitative objectives. Achieving a market share of 35% is a 
quantifiable objective while gaining reputation as a clean and honest enterprise is a 
qualitative objective. 

Nature and importance of objectives 

Organisations differ not only in their objectives but also in the priorities which they 
accord to them. One enterprise may give priority to stability while the second enterprise 
may emphasise rapid growth of its business. In some situations conllict among two or 
more objectives is possible. For example, the objective of bringing down the cost of 

' doing business clashes with the objectives of satisfying the needs and demands of 
employees. Organisations have to be sensitive to srlch conflicts and devise ways and 
means of resolving them to the extent possible. The basic major objectivesof an 

, organisation are generally set by its top management, after taking into careful 
consideration of the purpose and the fullctio~l of the organisation. In setting objectives, 
the values of top management and the realilics of its resource cndowinent also play a 
significefit role. Basic or major objectives have to be opernlio~laliscd into subsidiary 
and derivative objectives at middle and lower organisational levels. Thc letter are set 
through processes of formal or infromal co~lsultation and discussion with middlc and 
lower level managers in the organisation. 

With the above discussion the importance of objectives may be listed as below. 

i) Objectives provide direction to the individual efforts and activities of an 
organisation. 

ii) They provide the basis for determining policies, procedures, strategies, 
programmes, budgets and other plans. 

iii) They serve as a means for achieving personal goals. 

iv) They help in effective delegation of authority. 

v) They serve as standard for the evaluation of actual performance. 
vi)   he^ help in coordinating the efforts of the people. 

5.4 STRATEGIES 

InUnit 4, you have learnt the meaning andqature of strategicplanning. Strategic plans 
or strategies are derived from the process ~f strategic planning. The term 'strategy' may 
be defined as a unified and critical plan of action to achieve an objective or set of 
objectives. It  is a plan prepared for meeting the challenge posed by the environmental 
forces. It addresses the 'how' aspects of achieving an objective. As a student one of your 
objectives is topass the examination. In order to achieve this, you may evolve astrategy, 
of continuow hardworkalong with discussion of relevant issues with your friends and 
teachers. Similarly, an objective of a business enterprise may be to achieve a sales 
vabrne of Rs. 50 crores w e r  the next two years from the present level of Rs. 25 crores. 

I The enterprisemay evolve a composite strategy of product improvement, introduction 

Plans, Policies, 
Scl~edules and Proccdar es 



as policies. The other examples of single use plans, such as strategies, projects, budgets 
etc. are 'taiior made' to specific needs of the organisation:For example each project is 
unique in respcct of its environment, resource requirements, completion time and so 
on. .- - 

As ag;linst single use plans, standing plans are tllose which are of a relatively long 
standing by nature. They are ~lleant to scrve as standing guidelines, criteria and constraints 
on nl;tn;~gcrial dccision malcing an action. A standing plan can be repeatedly uscd over 
a pel-iod of  time for tackling a range of Ercquently.recurring and related problems and 
issues. .Policies, procedures, rules and methods are gencrally'categorised as standing 
plans. For example, an enterprise's policy of selling its products and services only on 
cash terms provides a standing guideline and constrai~lt to managcrs in conclucling sales 
deals wit11 customers. A procedure on purchase of materials and co~nponents will 
continue to be uscful over u pesiod of time for a range of actions on purchases of such 
items. Thus, stantling plans are ~neant  for rcady guidance, steady observance and 
repeated reference for managers and others for their decision making and action 
behaviour. 

Let us discuss a few single use plans and standing plans. For this purpose, we select 
nbjcctivcs and strategies from single use plans and policies and procedures from 
st~~nding plans. 

The tcriri 'objectives' miiy be delined as :I plarined target of performance or the desired 
end result of an activity which one attempts to realise. It provides meaning and purpose 
to thc organlsation. It has definite scope and direction. It is a commitli~ent to a course 
of action. It is to  be followed by determining the ways and inedns of achievement. 
Often, a time fratne is determined for its achievement; in other words objectives niay be 
of a time bound nature. Objectives are variously terined as purposes, goals, nnissions, 
aims, ends :~nd so on. Thcse tcrms are oftcn uscd interchangeably. However, it is 
possible to distinguish among them. Thus, purpose is the basic reason for the existence 
uf an entity, whcthcr it is a human bcing or a human org;lnisation..'I'he purpose of an 
educational institution is to systein;itically spread knowleclgc. Goal is vicwed as a 
n~ilestone along the path towards the objective. It is a part of an  ol>jective. Mission is 
the specific arid well-defined roles and activities in which an organisation concentrates 
its efforts. 

Objectives provide the basis for planning. They are also the focal point for all 
managerial functions. They give meaning and a sense of direction to organisational 
efforts. They set boundaries in the sphere of operations of the organisation and its 
relations with the external environment. They serve as the foundation for the entire 
management, process of planning, organising, direction and control. They provide the 
framework for formulation of strategies, policies, programmes, procedures and so on. 
Objectives serve as criteria and constraints for managerial decision making on 
acquisition and utilisation of resources. They are the rallying points for  the motivation 
of members of the organisation. They provide a foundation for the standards of 
organisational performance and the evaluation of performance. 

Single vs. multiple objectives 

An or-ganisation may have a single objective or more than one objective. It is often 
stated that the only objective; of a business firm is to maximise its profits and that all its 
dctivities focus on this single objective. This may or may not be true. In  general, an 
organisation has more than one objective. For example, a business enterprise not only 
aims at profit making but is also concerned with healthy growth of its activities, 
customer service, employee welfare, efficient operations and upgradation of its 
technology. Organisations establish objectives in all key areas of their activities. For 
example, a large business enterpriseneeds to formulateits objectives with respect nf i t<  

All organisations have objectives, whether or not they are stated explicitly. However 
objectives may differ lrom organisation to organisation. The objectives of a university 
differ from those of a business enterprise. The objectives of a government department 
differ from those of a hospital. Objectives may also change over a pel-iod of time with 
respect to a single organisation. 



various functions like manufacturing, purchasing, finance, marketing personnel and so Plnns, P~Iicies, 

on. However, it is necessary that the multiple objectives of the orgartisation-are related Schedules and Procedu, cs 

to each other in some way. 

1 CI.psifiestion of objectives 

With respect to a single organisation, we may think of its objectives from several 
perspectives which provide a basis for their classification along the following lines: 

Broad organisation-wide objectives such as services, rapid growth, profitable 
operations, public image and so on, and sub-corporate objectives applicable'to its 
various departments, divisions and functions. . 

1 ~ o n ~ - r a n ~ =  objectives and short range objectives: 

Primary objectives and seconaary objectives. For example, Survival and stability are 
primary objectives while social responsibility is a secondary.objective. 

'Economic, commercial objectives and non-economic social objectives. Profit is an 
economic commercial objective while concern for environmental safety is a social 
objective. 

Quantifiable and Qualitative objectives. Achieving a market share of 35% is a 
quantifiable objective while gaining reputation as a clean and honest enterprise is a 
qualitative objective. 

Nature and importance of objectives 

Organisations differ not only in their objectives but also in the priorities which they 
accord to them. One enterprise may give prio~ity to stability while the second enterprise 
may emphasise rapid growth of its business. In some situations conflict among two or 
more objectives is possible. For example, the objective of bringing down the cost of 
doing business clashes with the objectives of satisfying the needs and demands of 
employees. Organisations have to be sensitive to such conflicts and devise ways and 
means of resolving them to the extent possible. The basic major objectivevof an 
organisation are generally set by its top management, after taking into careful 
consideration of the purpose and the function of the organisation. In setting objectives, 
the values of top management and the realities of its resource endowment also play a 
significeat role. Basic or major objectives have to be opcrationalised into subsidiary 
and derivative objectives at middle and lower organisational levels. The letter are set 
through processes of formal or infromal consultation and discilssion with n~iddlc and 
lower level managers in the organisation. 

1 With the above discussion the importance of objectives may be listed as below. 

i) Objectives provide direction to the individual efforts and activities of an 
organisation. 

ii) They provide the basis for determining policies, procedures, strategies, 
programmes, budgets and other plans. 

1 iii) They serve as a means for achieving personal goals. 

/ iv) They help in effective delegation of authority. 

1 v) They serve as standard for the evaluation of actual performance. 
1 vi)  he^ help in coordinating the efforts of the people. 

5.4 STRATEGIES 

In Unit 4, you have learnt the meaning and nature of strategic planning. Strategic plans 
or strategies are derived from the process sf strategic planning. The terhm 'strategy' may 
be defined as a unified and critical plan of action to achieve an objective or set of 
objectives. It is a plan prepared for rneetrng the challenge posed by the environmental 
forces. It addresses the 'how' aspects of abhieving an objective. As a student one of your 
objectives is to pass the examination. In order to achieve this, you may evolve a strategy, 

I of continuous hardwork along with discussion of relevant issues with your friends and 
bachers. Similarly, an objective of a business enterprise may be to achieve a sales 
volume of Rs. 50 croresuver the next two years from the present level of Rs. 25 crores. 

1 The enterprise may evolve a composite strategy of product improvement, introduction 



of one or two new products, aggressive advertising, expansion of marketing channels 
and so on. These are the ways and means of achieving the objective. Strategy is thus 
closelyrelated to objective. It should beconsistent with the objective. It is to be 'tailor- 
made' to achieve the objective. It is t o  be formulated with reference to relevant internal 
and external factors. 

In business and other organisations, strategies are needed for managing the 
achievement of objectives especially in the context of growing competition and other 
complexities. Corporate and business strategies are necessary for survival, growth, 
diversification, market dominance, competitive standing, technological dynamism etc. 
so as to accomplish relevant objectives. There are also occasions for strategies for 
management development and succession, acquisition of scarce raw materials, and 
other resources, negotiations with labour unions, changing the structure of the 
organisation and so  on. 

A strategy consists of at least three factors: a course of action, a commitment of 
resources,-and a detailed blue print for consistent combination of moves, initiatives, 
responses with an eye on their timing. It is a master plan of moving the organisation 
towards its objectives through the complex and volatile environment. It attempts to 
relate the organisations capabilities with external opportunities. A strategic plan must 
accurately state objectives, define the policies which are to be pursued, underline the 
assumptions regarding the internal and external forces, and outline the courses of 
action and the means of mobilising resources. It must also specify the possible 
alternative courses open if the expected conditions change. So development of 
contingency plans for handling a range of situational changes is also a plan of strategic 
action plan. 

Classification of strategies 
Just likeobjectives, strategies may also be classified along several dimensions. They are 
below. 
On the basis of scope: Master or grand strategies, programme strategies and sub- 
strategies; 
On the basis of organisational level: Corporate headquarter strategies and divisional 
strategies. 
On the basis ofspurpose: Growth strategy, survival strategy, market development 
strategy, acquisition strategy and so on. 
On the basis of function: Marketing strategy, manufacturing strategy, financial strategy, 
and so on. In fact, strategies provide basic and integrated frame of reference to 
managers to take advantage of external opportunities, to cope with challenges and 
threats, and to deploy organjsational resources and efforts in an intelligent manner. 
They aid management in four ways. First, they help management in relating the present 
stdie ct the organisation with its desired future state and tackle them together. Strategic 
Iieosions and actions replace impulsive and hasty ones. Second, they offer a technique 
t ~d discipline to manage and cope with changes in the internal and external 
environment. Third, they increase the prospect of efficient and effective resource 
mobilisation and utilisation. Fourth, they provide a framework for making integrated 
decisions by managers at the top management and lower levels. 

lmportance of strategy 
The importance of strategies has been listed below. 
i) Strategies provide directions for the achievement of organisational goals. 
ii) They help the organisation in tnceting the demands of a difficult situation. 
iii.) They give Meaning to other plans. 
iv) They help in relating an organisation to its external environment. 

Check Yolar Progress A 

1 Fill in the blanks: 
i) A plan is a comrnitrrrent to .................. ... ............ and a conlomitm~:nt 

of ........................... 
ii) Single use plans relate to particular situations of ........................ nature. 

.................................. iii) Profit earning is a objective while etlviro~lmental 
............................. protection is a objective. 

iv) Strategy should be ................... ... ... .. ............ with the objectives. 



v) a ::tBiZtcgi~ ;:493iif rr~,tist R C C U T ~ ~ ~ I ~  State .. ....... ... .. .. . . . .. .... . .. .... . and define 
.................. . ..... to bar- p~rrslsard. 

2 uvh~thcr i l~g  foilo:ii;ia~g st&ernen& arc: Tme or False: 
1'L budget is dl ~ i n g l e  use plan. 

ii j  /:I schcduie is a standlrsg plan. 
3ii) .6;trateg,ies ase tf:ae end a:ld objcceives are the means. 
ivd) ,411 c3rganl!;atiollx have olpjeciives. 
v) .A iitrrcegy is a stanclinlg answer to rec~arring questions. 
vi) I t  is c%esir:~blc to have ~nuitipBc objectives rather than single objective. 

5.5 POLICIES 

Plans, Policies, 
Schcdales nnd Procedures 

Policies are general statements or understandings which guide or channel thinking and 
action in decision mafing. They are concerned with the administrative action. They 
serve as a principle for conduct. They are routes to the realisation of objectives. Harold 
Koontz defined policy as a means of encodtSaging discretion and initiative but within 
units. They are predetermined decision rules applicable for a range of managerial 
decisions and action. Moreover, policies are aids to the managers on how objectives are 
to be achieved. 

Managers are required to make decisions and handle action situations on a wide range 
of matters. For this purpose, a policy framework is needed so that the functioning of 
managers takes place in a coordinated and consistent manner. Policies lay down the 
broad scope and limits within which managers are allowed to commit the organisation 
to specific decisions and actions. However, policies do not offer readymade decisions 
or solutions. Nor do they specify how exactly managers should make decisions and 
handle events. They only indicate to managers the broad considerations to be kept in 
mind while making decisions. They also set constraints and outer-boundaries for 
managerial discretion and judgement in decision-making. To be sure, policies leave 
sufficient discretion and freedom to managers within the set boundaries and 
constraints, so that managers will be in a position to handle decision situations in a 
pragmatic manner. 

Many organisations formulate a wide range of policies in several areas of their actigity . 
They include the products to be manufactured, prices to be charged, the markets to be 
served, and so on. Policies are also needed on purchasing, quality control, inventory, 
depreciation, produce sales promotion and distribution, unemployment and service 
matters of employees and workers, on production technology and so on. For example 
it is the policy of the company to promptly attend to customer complaints by replacing 
the defective product, if it is within three months from the date of sale. In short policies 
tend topredecideissues and avoid repeated analysis and give a unifidd structure to the 
organisation. Major policies covering the entire organisation are formulated by the top 
management. They are often translated into derivative policies at the level of middle 
and subordinate managers. Policies may be in written form or may take the form of 
implied, unwritten practices, precedents principles, and conventions. It is generally 
believed that written policies tend to minimise the scope for confusion and 
misinterpretation and tend to promote unified thinking for decision-making and action 

' 
purposes. However, there is a danger that written policies may becomc: useless and 
theoretical postulates may be divorced from organisational realities. They may be 
ignored by managers in their day-to-dajr work behaviour. 

Distinction between plans and policies 

You have already learnt the concept of plans and policies. The term plan is a more 
comprehensive concept covering not oniy policy but also several other predetermined 
courses of action. In this sense plans and policies are different concepts but they are not 
distinctly different. Well-formulated policies are a key to the success of any plan. The 
implementation of any plan requires policy guidelines. Organisations plans are based 
on established policies. Thus planning and policy-making go together as important 
functions of management. 

Importance of policies 

Organisational policies serve a range of important purposes,~hich are listed below: 
23 



Planning and Organising i) They are among the most important standing plans to guide,and direct the future 
course of managerial action in specific areas of activity. 

ii) They clarify and crystallise the real values and intentions of top management. 
iii) They facilitate delegation of authority among the various managerial levels, by 

defining the decision-making authority and the consrraints on its exercise. 
iv) They contribute to the organisation~evolution as an orderly system of goal- t 

oriented activity. 
v) They facilitate uniformity of action and coordination of effort. I 

I 
vi) Policies minimise the destruction of decision-making process. I 

I 
i 

Types of Policies I i 
Policies may be classified into four types. They are: originated policies, appealed 
policies, implied policies and externally imposed policies. Tliese are briefly discussed 
below. 

Originated policies I 
I I I 

Originated policies are deliberately formurated by top managers on their own initiative 
in order to guide the actions of their subordinates. Top mailagemeilt formulates its 
policies in consultation with the middle and lower level management. These policies are 
corporate in nature. For example personnel policies, linancial policies, marketing 
policies etc. They may or may not be in writing. 

Appealed policies: ~ 
Appealed policies are those which are formulated at higher managerial levels in 
response to appeals or reference made by lower level managers. At times managers at 
lower levels experience policy gaps or vacuum in their areas of activity. They may find 
themselves unable to make decisions on particular issues or problems because of the 
absence of clear-cut policieg In such cases, they refer the matters to higher level 
managers who might pronounce their Stand on the same, whereupon it takes the form 
of a policy. Appealed policies can originate at any level but are common at middle and 
lower levels. They generally tend to be unwritten. 

An examinatiorwf the elements of theabove categories of policies give an idea on how 
policies emerge and are formulated in organisations. Policy formulation is an important 
function of managers especially at the top level of the organisation. It is also a process, 
just like planning, consisting of the following elements or steps: 

1 Recognition of the pressure or desirability of policy. , 

2 Defining the aspects and dimensions that the proposed policy is required to cover. 1 

3 Formulation of preliminary views of management and collection of relevant 
.information which may serve as bases for formulation of policy. 

4 Formulation of alternative poliiy proposals. 

4 
$9 

Implied policies. 
I 

Implied policies evolve themselves when a series of decisions on related matters are , 
made by managers over a period of time. They emerge when managers do not have the 

I 

will or time to formulate formal or explicit policies. They are set by precedents and 
I 
I 

conventions. A series of relatively consistent decisions on particular matters form 
themselves as implied policies which are unstated'and unwritten. Implied policies qrel r 
pervasive in a large number of organisations, as for example for employee selection, 
promotions and transfers, product quality, customer service, social'responsibility and 
SO on. 

Externally imposed policies 

They are the ones which are imposed upon [he organisation directly or indirectly by 
external agencies such as government, labour unions, trade associations etc. The 
organisation has little option but to incorporate the dictates of the external agencies " 

into its own policy framework which may be in such areas as personnel, marketing, 
purchasing, quality control, social responsibility, and so on, 

The process of pollcy formulation 

f 



5 Thoroughdiscussion of the proposals at all. relevant managerial levels. 

6 Finalisation of the policies: 
The above steps are only suggestive.pn general the objectives and strategies of the 
organisation provide the framework for policies. Organisational policies have to be 
consistent with and contribute to the smooth accomplishment of organisational 
objectives. Policy formulation in organisations is also significantly influenced by the 
values of the  to^ management and the resources and capabilities of the organisation. 
External factors such as socio-political factors (for example government policies and 
programmes), product market factors (e.g , incomes, tastes and buying patterns of 
customers, structure of industry and competitive conditions in the market) and resource 
p r k e t  factors (like conditions in labour market, capital market and so on) also 
influence the process of policy formulation. 

~t is desirable that'policy proposals are extensively discussed at relevant manageri 
levels, Once policies are finalised at the relevant managerial level, they should be , 
formally or informally communicated to the managers and others at lower levels f, 
their information and compliance. Steps are also to be taken t.o ensure that policies a 
followed by managers on a consistent basis while making decisions. 

Relationship and distinction between policies, strategies and objectives 

Objectives and policies belong to the category of strategic postulates of an organisation. 
Objectives are 'ends' and policies are the means to achieve the ends. Policies focus on 
objectives and throw light on how the latter are to be achieved. They give meaning and 
content to the objectives. It is often stated that policics reflect the real intents and 
character of an organisation as against objectives which are somewhat vague and 
abstract. Policies are more specific and clear. They spell out the in~plications of 
objectives in pragmatic tkms. 

The points of distihction between policies and objectives are: 

i) Objectives are single use plans while policies fall into the category of standing plLuls. 

ii) Objectives have often got a time frame within which they are to be achieved; 
policies have no such time limits. 

iii) Objectives are basic and critical to the very existence of an organisation. We cannot 
think of an organisation without any objective. Policies are not that basic to the 
existence of an organisation. It is possible for an organisation to function without 
policies. For example, several small and medium-sized organisations are managed 
in a rather opportunistic and adhoc manner without any policy framcwork. 

iv) Objectives are meant to be achieved while policies are meant to beeobserved as 
guidelines. 

In the machinery of organisational plans, objectives occupy a higher place than policies. 

As regards the relationship and distinction between policies and strategies, both 
reinforce each other and jointly contribute as the means of achievement of 
organisational objectives. Also, the formation of strategies has to be done within a 
policy framework. Managers need policy guidelines for design of organisational 
strategies. Policies may be truly regarded as part of strategic plans of the organisation; 

I tl.ey have significant strategic content. 

Following are the differences between policies and strate#es: 

i) Strategies are single use plans like objectives while policies are standing plans. 
ii) Policies are formulated to deal with specific problems. Strategies are forinulated 

to meet environmental threats ana opportunities. . 
iii) Policies are concerned with the company as a whole or particular departments. 

Strategies are concerned with the company as a whole. 
iv) Strategies are closer to objectives as the means of achieving them than policies. 

B 

Plans, Policies, 
~chcdulcs ant1 Procedures 

1 Fill in the blanks: ' 

i) PoIicies arc more .......................... than objeatisres. 
ii) O b j d v e s  are t4e ............,.. aIId policies are ..........,.... 

to achieve the ends. 



Planning and Organising iii) Policy ffora~~ulation is also a ........................................ lilte planning. 
iv) Policies which are fornaulated on t h e  initiative crf top i'alan;igcmenmt are !utoGn 

as ................... politics. 

v) Policies are among the naost important ...................................... p!:ins. 

2 State whether the following statcmcrats are True o*. Falsc: 

i) A policy is predctcnninccl tlecisiun-1.11le. 

ii) Policies set constraints on managerial cliscretion in dzcisicsn mnaltir~g. 
iii) Policies should always be in writing. 
iv) Policies facilitate delegation of authority. 

v) Appealed policies are imposed on  the c~rganisationn. 
vi) Objectives are the bases of policies and  strategies. 

5.6 PROCEDURES 

The term 'Procedure' is defined as a set of steps determined in advance and 
standardised for initiating, carrying through and completing a time-bound activity. 
Examples of such activities include purchase of raw materials for the manufacturing 
department, passing vendors' bills for payment, settlement of workers grievances, 
hiring manpower for the ofaice, sanctioning earned leave, and so on. A procedure 
specifies the tasks to be done sequentially for completing a piece of work. It lays down 
the process of doing routine and repetitive activity, for the guidance of those who are 
to carry out such activity. In other words, a procedure may be regarded as a guide to 
action - how a sequence of steps should be performed. For example, the procedure for 
admission of students in a university is (a) candidates should apply in advance on the 
prescribed application form and furnish the required information and documents 
(b) the university office receives and records the applications received before the last 
date (c) the applicatio s will be screened by the appropriate committee to ensure that "\ all the requirements are satisfied (d) the applicants will be ranked according to their 
merit and depending on the number of seats available, candidates will be selected and 
offered admission. 

It is clear from the above that a procedure outlines'the sequence of actions or steps to 
be taken in performing specific jobs of a repetitive nature. The series of steps or actions 
.are mostly administrative/clerical in nature. The formulation of procedure is a 
managerial function. Managers at relevant levels lay down and specify the procedures 
to be followed by the subordinate administrative and clerical personnel for carrying out 
the myriad of routine activities in organisations. A large number of standard 
operations or procedures are to be found in almost all business and other organisations 
for facilitating smooth, orderly and expeditious work flow in administration and related 
areas. 

The characteristics of a good procedure include the following: 
1 It should be purposeful and functional. 
2 It should be in a written form. 
3 It should be simple and clear. 
4 It should really serve as a guide to those who have to follow it. 
5 It should not be overly rigid. 
6 It should be exposed to periodic review and reform. 

Uses and importance of procedures 

In organisations, procedures serve several useful purposes. Let us briefly discuss them. 

1 Procedures provide guidance and instructioq to administrative and other personnel 
on how to carry out specific activities in a systematic manner. They aid imsimplifying, 
toutinising and standardising the day-to-day paper work in organisations. 

2 Procedures facilitate smooth, effective and orderly flow of activity in organisations 
and thus promote 'management by system: Procedures also permit consistency of 
action in various departments or sections at a point of time and over a period of time. 

3 They serve as tools of supervision, control and coordination in the1 hands of 
managers with regard to the task performance of their subordinates. 



4, Since procedures are laid down by managers after careful thinking they represent Plans, Policies, 

the correct and proper Ways of doing work. Schedules and Procedures 

5' Procedures save clerical and administrative time. They also safepard the interests 
of those who have to carry out work or are,affected by them in some way. If 
employees faithfully follow standard procedures, they will be saved from 
harassment by their superiors, colleagues and outsiders. 

Rehationship and distinction between Qd%cies and ures. 

Although policies and procedures are interrelated still there are some differences 
between them as follows: 

The formulation of procedure takes place within the framework of policies. In fact, 
procedures are partly meant to subserve and implement policies. Hence procedures are 
to be consistent with policies. For example '"it is (the policy of the company that every 
employee is entitled .to a safe and congenial working environment and every effort 
should be made to prevent accidents in any phase of operation". In orderto implement 
the above policy a procedure is laid down on maintenance of machinery and equipment. 
A part of the procedure is specified as follows for illustrative purposes: 

1 Each maintenance person assigned to work on a job will look out the machine 
properly and disconnect it with his own safety lock and keep the key in his 
possession. If he does not finish the job before the shift change, he will remove his 
lock and put a seal on the disconnect. He will hang a danger tap on the control 
station, stating why the equipment is shut down. 

3' Policies have a significant strategic content and are closerto objectives and strategies 
than procedures. Procedures are mere operational and tactical plans formulated at 
relatively lower managerial levels. 

3 Policies are basically guide posts to managers for purposes of decision-makingand 
action. procedures are only . - guides to orderly administrative action largely at the 
non-managerial level. 

4, Policies set broad parameters and constraints on the discretion and freedom of 
managers in their decision making function. They leave considerable latitude to 
managers for innovation and manipulation while deciding upon relevant issues. 
Procedures are more detailed and specific in their nature. They do not offer much 
scope for discretion or departure to those who have to observe them. 

5.7 SCHEDULES 

The term 'Schedule' is defined as a plan of action which focuses on the 'when' aspects 
of initiating and completing operations regarding specific jobs. In manufacturing 
operations, machines and manpower are to be optionally utilised for production of 
concerned products and components have to be systematically planned in advance. For 
this purpose time schedules are prepared for the starting and completion of the whole 
operation. While preparing such a schedule, managers at the operational level take into 
consideration several factors like delivery schedules of the completed products/ 
components, the plant capacity, the machine work loads,already committed but are 
pending to be executed, availability of labour, position regarding availability of 
materials and other inputs and so on. 

Following are the differences between procedures and schedules: 

1 Procedures lay down the sequence of operations to be done for completing a 
particular piece of work or job. Schedules lay down the starting time for each 
operation and the length of time required for completing that operation. 

2 Procedures are generally administrative aids and tools while schedules are largely 
concerned with technical operation. 

3, ' Very high degree of coordination, synchronisation and balancing is needed in 
working out schedules for different operations and.for different procedures 



Planning and Organlsinp especially when proauction facilities are common for them. In the case of 
procedures, no such problems are generally experienced. 

Check Your Progress C 
1 Fill in the blanks: t r 

........... ............. i) Procedure lays down the process of daing and activities. 
.................... ii) .Proczdure outlines the of steps to be taken in performing a 

specific jab. 
...................... iii) Procedures savc time. 

........... ............. iv) Policies and procedures are but also from each other. 
................ v) Schedules define the aspects of starting and completing 

operations. 

2, State whether the following statements are True or False. 
i) Procedures are operational guides in action. 
ii) Procedures are helpful in perfarming non-routine tasks. 
iii) Faithful adherence of proccdures is expected of clerical personnel. 
iv) Procedures are formulated in very general and broad terms. 
v) There is no distinction between procedures and schedules. 
vi) Schedules are generally reversive in manufacturing work situations. 

5.8 LET US SUM UP 

Planning is a course of action determined in advance by the management. Plans are of 
two types - single use plans and multi-use plans or standing plans. A single use plan is 
specific to a particular situation and made for a short term period for example 
programmes, budgets, schedules, progress etc. A Sranding plan is enduring and serves 
as standing guidelines for decision-making process for example objectives, strategies, 
policies, procedures etc. 

Objectives are goals established to guide the efforts of the company and each of its 
components-. They are the means for determining policies, procedures, strategies, 
programmes, budgets and other plans. They provide foundation for effective 
management. Top management sets wide range of objectives considering the nature 
and functions of the organisation. Strategies are unified and critical plans of action to 
achieve an objective or a set of objectives. They provide basic and integrated frame of 
reference to managers. They give direction for the achievement of organisationalgoals. 
Policies are general statements or understandings which guide or channel thinking and 
action on decision making. They define the area or limits within which decisions are 
made to achieve organisational objectives. Policies are of several types like originated 
policy, appealed policy, implied and externally imposed polic;. In the.process of 
policy formulation various concerned aspects and dimensions are discussed thoroughly 
for the finalisation of the policy. Procedures are series of steps established to accomplish 
a specific project. They indicate how a policy is to be implemented and carried out. A 
schedule on the other hand specifies,%me limits within which activities are to be 
completed. It avoids delay-and ensures continuity of operations. . 

5.9 KEY woms 
. Appealed Policies: Policies formulated at higher managerial levels in response to 

appeals or  reference made by lower managers. 

Implie$ Policies: Policies which evolve on the basis of precederlts and conventions but 
not explicitly formulated. ' 

Imposed Policies: Policies adopted by organisation as a result of direct or indirect 
dictates of external agencies such as government, trade unions etc. 

Multiplicity of objectives: Objectives relating to all key areas of activity of an 
organisation. 

Objective: Planned target of perfprmance or the desired egdlresult of an activity. 
28' 



m t e d  Policies: Policies formulated on the initiative of top management of an 
organisation. 

P&ies: Policies are general statements or understandings which guide or channel 
thinking and action in decision-making. 

Procedure: A set of sequential steps determined in advance and standardised for 
performing a time-based activity. 

Schedule: A schedule specifies time limits within which activities are completed. 

Strategy: A unified and critical plan of action to achieve one or more objectives focusing 
on the how aspects of achieving objectives. 

5.10 ANSWERS TO CHECK YOUR PROGRESS. : . - a  ,,-.--̂ -- - - 
5 -  

A) 1 i) action, resources ii) non-repetitive iii) commercial; social. ' 
2 i) True ii) False iii) False iv) True v) False vi) True.' 

B) 1 i) specific ii) ends, means iii) process iv) originated v) standing. 
2. i) True ii) True iii) False iv) True v) False vi) True. 

C) 1 i) routine, repetitive ii) sequence iii) administrative iv) interrelated distinct 
V) 'when' 
2, i) True ii) False iii) True iv) False v) False vi) True. 

1' Define the concept of 'Planning' and distinguish it from that of a 'plan'. . : '  ; 

2. What do you understand by single use and standing plans? Give examples. Briefly 
outline the role of single use plans in organisations. 

3. Explain the meaning and nature of objectives. In what specific ways are objectivks, 
, important for organisations? 

4 What is a strategy? What is the difference between strategy and objective? Give 
examples of strategies relevant for business enterprises. 

5. Why are policies regarded as standing plans? Outline at least four uses pf policies to 
an organisation. 

6' Explain in brief originated policies, appealed policies and implied policies. 

7 Briefly explain the distinction between: 
i) Procedures and Schedules ii) Policies and Procedures iii) Plans and Strategies 
iv) Objectives and Policies. 

- 
Note: These questions will help you to understand the unit better. Try to write answers 

for them. But do not submit your answers to the university. These are for your 
practice only. .- 

Plans, Policies, 
Schedules and Procedures 
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After studying this unit, you should be able to 
e Narrate the importance of organising; 
e Describe the different interpretations of the word organising; 

Distinguish between the different types of organisation structure viz. functional, 
divisional, and adaptive; 
Analyse the formal and informal dimensions of any organisation, and 

e Explain the significance of span of supervision, organisational charts and manuals. 

6.1 INTRODUCTION 

In the preceding unit, you have been acquainted with the meaning and nature of the 
important elements of planning, such as, policies, plans, schedules and procedures. 
The present unit relates to organising function of management and its integral aspects 
such as organisation structure, charts, manuals, formal and informal organisations. 
farms of organisation and span of c~ntrol .  

6.2 NATURE OF ORGAMSING FUNCTION 

As a function of management, organising refers to the process involving the 
identification and grouping 6f activities to be performed, defining, and establishing the 
authority responsibility relationships. This enables people to work most effectively 
together in achieving the enterprise objectives. In a general sense, organising consists 
of determining and arranging for men, materials, machines and money required by an 
enterprise for the attainment of its goals. In a restricted and operational sense, the term 
organising means defining the duties and responsibilities of the people employed. and 
determining the manner in which their activities are to be interrelated. The end result 
OK organising is the creation of a structure of duties and responsibilities of people in 



different positions, gi wped according to the similarity and Gterrelated nature of Organising : Basic Concept5 

activities. In other word , the outcome of the organising process is an 'Organisation' 
consisting cE a group of people working together for the achievement of one or more 
common 01)jectives. 

The charactelistics of an organisation are: 

a) Group of people: An Organisation comes into existence when a group of people 
combine their efforts for some common purpose and willingly contribute towards 
their common endeavour. 

b) Division of work: Setting of an organisation involves division of the total work into 
vaious activities and functions, and assigning the tasks to different persons 
according to their skill, ability and experience. 

c) Common purpose: Every osgariisation comes into existence on the. basis of goals of 
the enterprise which are separate from the personal goals of the people employed. 

.It is the common purpose of the organisation which provides the basis of co- 
operation among the members of the organisation. 

d) Vertical and horizontal relirationships: An organisation creates cooperative1 

relatiotiships between different departments arid divisions as well as between 
superiors and subordinates. Different functions and activities like production, 
marketing, financing etc. are integrated for the achievement of proper 
coordination.. The duties ar~d responsibilities of superiors and subordinates in each 
department or division are also uiiified so as to servc tlic purpose of their joint 
efforts. 

d: The superior-subordinate relationships established in an 
organisation are based on the authority which flows from the higher levels of 
management to the next lower levels, thereby forming a hierarchical chain. This is 
known as the chain of command, which also determines the line of communication. 

f )  Dynamics of organisation: Besides the structural relationships among people which 
are based on their activities and functions, there exists an organising interactions 
based on sentiments, attitudes and behaviour of individuals and groups. These 
aspects of relationship provide a dynamic element to the organisational functioning. 
They are subject to change from time to time. 

Sound organisation contributes greatly to the continuity and success of the enterprise. 
Its importance can be discussed below: 

i) ,Facilitates administration: Sourld organisation Cacilitrttcs maiingcincnt to relate resource 
flows continually to overall objectives. It provides an appropriate platform from 
where management mn perform the functions of planning, direction coordination, 
motivation and control. 

ii) Facilitates growth and diversification: It helps in organisational elaboration. 
Growth and diversification of activities is facilitated by clear division of work, 
proper delegation of authority etc. As the organisation expands to a reasonable 
proportion, the functional type can be replaced by a more flexible decentralised 
organisation. 

iii) Permits optimum use of resources: Sound organisation permits optimum use of 
technical and human resources. The organisation can incorporate the latest 
technological improvements like computers, electronic data processing machines 
etc. It permits optimum use of human efforts through specialisation. It also 
develops people by creating appropriate training and promotion opportunities. 
Thus, organisaiion gives a company the greatest possible strength for meeting 
predicted needs-changing conditions. 

iv) S1Hnnuloaa creativity: Specialisation provides individuals wiQ well-defined duties, 
clear lines of authority and responsibility. Sound ixgcnisation 'structure enables 
managers to turn over routine and repetitive jobs to supportitrg positions and 



planning and obnnising -concentrate on important issues where they can exploit their potential better. Thus, 
it encourages the creativity of the people. 

v) Encourages humanistic approach: People can work in team and not like robots or 
machines. Organisation provides job rotation, job enlargement and enrichment. 
Jobs are designed to suit human needs and are made meaningful and interesting. 
Organisation adopts efficient methods of selection, training, remuneration and 
promotion of employees. Proper delegation and decentralisation, ~onducive 
working environment and democratic and participative leadership provide higher, 
job satisfaction to the employees. It enhances the inter-action among different 
levels of the management. 

Although we have discussed the importance of the organisation, a sound 
organisation structure by itself does not guarantee success. According to Prof. Drucker 
good organisation structure does not by itself produce good performance - just as a good 
constitutioil does not guarantee great presidents, or good laws or a moral society. But a 
poor organisation structure makes good performance impossible no matter how good the 
individuals may be. 

6.3 ORGANISATION AS A SYSTEM 

Systems concept recognises that organisations are made up of components, each of 
which has unique properties, capabilities and.mutua1 relationships. It further recognises 
the significance of system and emphasises that a whole composed of various parts may 
be quite different from the simple sum of its parts. There are many and varied 
definitions of the term 'system'. Most definitions involve such phrases as 'complex 
whole', set of entities, 'set of relationships', 'resources network', and 'conglomeration 
of interrelated parts'. For the purpose of our analysis, we may define system as an 
arrangement and set of relationships among multiple parts operating as a whole. An 
organisation viewed as a system is composed of many interdependent and interrelated 
parts known asaub-system. Every Sub-system is itself a system composed of smaller 
interrelated parts of sub-systems. 

6.6.1 Components of an Organisational System. 

An organisation as a social system.consists of the following components: 

a) Inputs: As depicted in Fig. 1, the system takes certain inputs from its environment. L3 

These inputs are human resources, mlterial resources, energy and information. 

Figure 6.1 Organisation as a System 

Throughput 1 
Inputs 1'' I Transformation Outputs 

b) Processor: The processor or throughput involves the utilisation of inputs within the 
organisation to produce the desired outputs. A number of sub-systems such as 
production, marketing, finance, personnel and research and development must be  
created for processing or transformation. There are further sub-systems within each 
sub-system. The individual employee is also a sub-system and he or she is composed 
of multiple physical and psychological sub-systems. Interrelatedness among all the 
sub-systems must be kept in mind all the time. 

c) Output: The output of an organisation may be both intended and unintended. 
' Intended outputs are usually labelled objectives. For instance, high productivity is 

an intended objective, The output may consist of goods and services. An unintended 
output may be informal relation among the group members. 

d) ~ a n a ~ e A e n t :  The management component of the system is concerned with the 
det.ermination and implementation of processor activities in order to achieve 

. intended outputs. Managing involves planning, organising, staffing, directing and - ,  
controlling. For managing, feedback of information concerning the quality, 

, quantity, cost and time of system outputs is necessary. Standardsconcerning desired 

I 32 
results must be established and enforced by management through the feedback- 

i 



initiation activity. If outputs are named improper or inadequate according to the 
predetermined standards, corrective measures such as guidance and warning of 
workers, improvement of planning and organising, revision of standards, etc. are 
initiated. 

6.4 STEPS TN TEE ORGANISATION PROCESS 

Organising involves the following interrelated steps: 

1 Determination of objectives:: Organisation is always related to certain objectives. 
Therefore, it is essential for the management to identify the objectives before 
starting any activity. It will help the management in the choice of men and materials 
with the help of which it can achieve its objectives. Objectives also serve as the 
guidelines for the management and the workers. They will bring unity of direction 
in the organisation. 

2 identification and grouping of activities: If the members of the groups are to pool 
their efforts effe~tively there must be proper division-of the major activities. Each 
job should be pruperly classified and grouped. This will enable the people to know 
what is expected from them as members of the group and will help in avoiding 
duplication of efforts. For instance, th_e total activities of an individual industrial 
organisation may be divided into major functions like production, purchasing, 
marketing, and financing, and each such function is further subdivided into various 
jobs. The Jobs then may be classified and grouped to ensure the effective 
implementation of the other steps. 

3 Allotment of duties: After classifying and grouping the activities into various jobs, 
they should be allowed to the individuals so that they could perform them effectively. 
Each individual should be given a specific job to do according to his ability and made 
responsible for that. He  should also be given the adequate authority to do the job 
assigned to him. 

4 Developing relationships: Since so many individuals work in the same organisation, 
it is the responsibility of management to lay down structure of relationships in the 
organisation. Everybody should clearly know to whom he is accountable. This will ' 
help in the smooth working of the enterprise by facilitating delegation of 
responsibility and authority. 

5 Integration of these groups of activities: Integration can be achieved in all activities 
in following ways - (a) through authority relationships -horizontally, vertically, 
and laterally and (b) through organised information or coininunication systems, 
i.e., with the help of effective coordiilation and communication. We can achieve 
unity of objectives, team work and team spirit by the integration of different 
activities. 

6.5 ORGANIS ATION STRUCTUIW 

Organisation structure may be defined as the establishedpattern of relationships among 
the component parts of the organisation. Organisation structure in this sense refers t o  
the network of re,lationships among individuals and positions in an organisation. It 
describes the orenisation framework. Just as human beings have skeletons that define 
their'parameters, organisations have structures that definebtheirs. It is like the 
architectural plan of a building. Just as the architect considers various factors like cost, 
space, special features needed etc. While designing a good structure, the managers too 
must look into factors like benefits of specialisation, communication problems, 
problems in creating authority levels etc, before designing the organisation structure. 

T+e manager determines the work activities to get the job done, writes job descriptions, 
and organises people into groups and assigns them to superiors. He then fixes goals.and 

' deadlines and establishes standards of performance. Operations are controlled through 
a reporting system. The whole structure takes the shape of a pyramid. The structural 
organisation implies the following things: 
i) The formal relationships with well-defhed duties and responsibilities; 

Orgatllsing : Basic Concepts 



Planning and Organislng ii) ' The hierarchical relationships between superior and subordinates within the 
organisation; 

iii! The tasks or activities assigned to different persons and the departments; 
iv) Coordirlation I of the various tasks andactivities; 

v) A set of policies, procedures, standards and methods of evaluation of performance 
which are formulated to guide the people and their activities. 

I 
The arrangement which is deliberately planned is the formal structure of 
organisation. But the actual operations and behaviour of people are not always 
governed by the formal structure of relations. Thus the fori~bal arrangement is often 
modified by social and psychological forces and Line operating structure provides the 
basis of t l~c organisation. I 

The organisatio~: structure contributes to the efficient functioning of orgznisations in 
the following ways. 

C 

a) Clear-cut authority sellstionships: Organisation structure allocates authority arid 
responsibility. I t  specifies who is to direct whom and who is accouiltable for what 
results. The structure helps an organisation member to know what his role is and 
how it relates to other roles. 1 

1 

b) Patbm of commonication: Organisation structure provides the patterns of 
communication and coordination., By grouping activities an people, structure 
facilitates cornmu$cation between people centred on their jo 1 activitics. Pcople 
who have joint problems to solve often need to share information. 

c) Location of decision centres: Organisation structure determines the location of 
centres of decision making in the or anisation. A departmental store, for instance Y. 
may follow a structure that leaves pnclng, sales promotion and other matters largely 
up to individual departments to ensure that various departmental conditions are 
considered. 

Roper bdmchg: Organisation structure creates the proper balance and emphasisas 
on coordination of group activities. Those more critical aspect for the success of the 
enterprise may be given higher priority in the organisation. Research in a 
pharmaceutical company, for instance, might be singled out for reporting to the 
general manager or the managing director of the company. Activities of comparable 
importance might be given, roughly equal levels in the structure to give them equal 
emphasis. 

e) Stimulating creativity: Sound organisationstructure stimulates creatlve thinking and 
initiative anhong organisational members by providing well defined patterns of t I 

authority. Everybody knows the areawhere he specialises and where his efforts will 
be appreciat.ed . 

f )  Enconra&gg growth: An organisation structure provides the framework within 
which an enterprise functions. If it is flexible, it will help in meeting challenges and 
creating qpportunities for growth. A soundorganisation structure facilitates growth 
of the enterprise by increasing its capacity to handle increased level of activity. 

g) Making use of Itechoollogid improvements: A sound organisation structure which is 
adaptable to change can make the best possible use of latest technology. It will 
modify the existing pattern of authority-responsibility relationships in the wake of 
technological improvenlents. 

In short', existence of good organisation structure is essential for better 
management. Properly designed organisation can helpin improving team work and 
productivity by providing a framework within which the people can work together 
most effectively. Therefore, an organisation structure should be developed 
according to the needs of the people in the organisation. 

Different types of Organisation structure can be distinguished on the basis of 
arrangement of activities. Accordingly, three broad -s of structural forms are: 



1 Functional, 
2 Divisional, and 
3 Adaptive 

Functional structure: When units and sub-units of activities are created in an 
organisation on the basis of functions, it is known as functional structure. Thus, in any 
industrial organisation, specialised functions like manufacturing, marketing, finance 
and pcrsohnel are constitute as separate units of the organisation. All activities 
connected with each such function are placed in the same unit. As the volume of activity 
increases, sub-units are created at lower levels in each unit and the number of persons 
under each manager at various levels get added.. This results in the interrelated 
positions taking the shape of a pyramid. The figure below shows the functional structure 
of a medium-size organisation. 

Figure 6.2 Functional Structure 

Chief Exccutive 

~ a n u f a c t u r i n ~  Marketing Finance 

Mechanical Electricit1 Adver- Sales Accounts Audit 
works work tising 

- 7 r  m m m - 
Sub-units sub-units sub-units suh-units sub-units 

The main advantage of the functional structure of organisation is that there is functional 
specialjsation in each unit, which leads to operational efficiency of people engaged, and 
the organisation as a whole derives the benefit of specialised operations. The heads of 
the functional units are in direct toucll with the chief executive who can sort out inter- 
functional problems, if any, and also coordinate the interrelated functions. The chief 
executive is a!so able to be in direct touch with lower level subordinates and thereby 
have full knowledge of the state of affairs in the organisatiim. 

However, while the functional arrangement may be well suited to small and medium 
size organisations, it is incapable of handling the problems of an organisation as it grows 
in size and complexity. Problems of sub-units at lower lcvels do not receive adequate 
attention of higher level managers while some of the activities tend to be 
over-emphasised. 

Functional units become unwieldy and difficult to manage when there are diverse kinds 
of activities performed in large number of sub-units. Personal contact between 
superiors and subordinates becomes rare, and flow of communication is slow leading to 
problems of coordination and control. 

rn 

Figure 6.3 Product Divisionnlisntion 
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Planning nnd Orgsnising Figure 6.4 Territorial Divisionalisation 
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4 
Divisional structure: The divisional organisation structure is more suited to very large 
enterprise particularly those which deal in multiple products to serve more than one I 

distinctive markets. The organisation is the6 divided into smaller business units which , 
are entrusted with the business related to  different products or different market I 

territories. In otherwords, independent divisions (product divisions or market division) 1 
are created under the overall control of the head office. Each divisional manager is 
given autonomy to rim all functions relating to the product or market segment or 
regional market. Thus, each division may have a number of supporting functions to 
undertake. 

A divisional structure may consist of two or more product divisions or market or 
territorial divisions as depicted in the diagrams 6.3 and 6.4: 

In a divisional structure each division contributes planned profits to the organisation, 
but otherwise operates as an independent business. The functional units are headed by 
managers while the final authority vests in the divisional manager, who coordinates and 
controls the activities of the various functional units in the division. The top 
management of the arganisation, besides providing funds,Meterrnines the 
organisational goals and formulates policies. 

The divisional structure is characterised by decentralisation of authority. Thus it 
enables managers to take decisions promptly and resolve problems appropriate to the 
respective divisions. It also provides opportunity to the divisional managers to take 
initiative in matters within their jurisdiction. But such a structure involves heavy , 
financial costs due to the duplication of supporting functional units for the divisions. 
Moreover, it requires adequate number of capable managers to take charge of the 
respective divisions arid thei~functional units. 

. - Adaptive structure: 0rganisat.~on structures are often designed --- - to -- cope with - the unique 
nature-&the unaertaking anT6e situa6onT-fiiype of structure is known as adaptive 
structure. There are two types in structures. 
(i) Project Organisation, and 
(iij Matrix Organisation. 

I) Project organisation: When an enterprise undertakes any specialised, time-bound 
work involving one-time operations for a fairly long period, the project organisation 
is found most suitable. In this situation the existing organisation creates a special 
unit so as to engage in a project work Without disturbing its regular business. This 
becomes necessary where it is not possible to cope with the special task or projc0* 
Within the existingsystem, the project may consist of developinga new ~roject, instal~lng 
a plant, building an office complex, etc. A project organisation is headed by a project 
manager in charge, who holds a middle management rank and reports directly to the 
chief executive. 0ther.managers and personnel in the project organisation are 
drawn from the functional departments of the parent organisation. On completion 
of the project they return to their parent departpats. 
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The main advantage of such a structural arrangement is that it leaves regular 
business,undisturbed. It is exclusively concerned with the task of completing the 
project work on time and in conformity with the standards 6f performance relevant 
to its goal. There is better management and control over the project activities as the 
project manager enjoys necessary authority and is alone responsible for the results. 
But project organisations may create problems as well. Functional managers often 
resent the exercise of authority by the project manager in the functional areas and 
hence conflict arises. The stability of the functional departments is disturbed by 
transfer of personnel to project work from time to time. Shifting of personnel from 
project to project disrupts their development in the specialised fields. 

ii) Matrix organisation: This is another type of adaptive structure which aims at 
combining the advantages of autonomous project organisational and functional 
specialisation. In the matrix organisation structure, there aye functional 
departments with specialised personnel who are deputed to work full time in 
different projects sometimes in more than one project under the overall guidance 
and directioh of project managers. When a project work is completed, the 
individuals attached to it go back to their respective functional department to be 
assigned again'to some other project. This arrangement is foundsuitable where the 
organisation is engaged in contractual project activities and there are many projects 
to manager, as in a large construction company or - engineering - firm. 

Matrix organisation provides a flexible structure ideally suited to the requirements 
of changing conditions. It facilitates pooling of specialised and technical personnel 
from different functional departments, who can be deputed to a number of projects. 
They acquire valuable experience of handling varied and complex problems in 
project work. There is speedy exchange of information and decision-making as they 
,work under the coordinating authority of project managers. 

The major drawback of matrix organisation is that the personnel drawn from 
specialised functional departments are subjected to dual authority, that of the 
functional heads and the project managers. The principles of unity of command is 
thereby sacrificed. This generates stresses and strains in project managenient, 
because there is simultaneous engagement of the same individual in a number of 
projects. 

Cbmk Your Progress A 

1 Which of the following statements are True anc! which are False. 

i) The outcome of the process of organising is an 'organisatiun' consisting of a 
group of people working together for the achievement of common goals. 

ii) The chain of command does not indicate the time of communication. 
iii) The formal structure of an organisation is not affected by social or 

psychological forces. 
iv) The divisional structure of organisation is characterised by decentralisation of / 

, authority. 
v) Project organisation is concerned with time bound one-time operations. 

2 Fill in the blanks: 
i) Viewed as a system, an organisation consists of ............................. parts 

known as sub-systems. 
ii) It is through the process of organising that the ............................... and 

............................ of people are determined. 
iii) The structure of organisation established hierarchical relations between 

.................... and ..................... 
iv) As the volume of activity increases, a functional organisation requires 

addition of sub-units a t  ................... units. 
v) The divisional structure of organisation is more suitcd to ....................... 

enterprises. 

6.6 PRINCIPLES OF ORGANISATION 

The principles of organisation arc guidelines for planning an efficient organisation 
structure. Let us discuss the important phciples of organisation: 

Organising : Basic Concepts 



Planning :rnd Or#:~nising Unity of objectives: An enterprise stiives to accomplish certain objectives. The 
organisation and every part of it should be directed towards the attainment of 
objectives. Every member of the organisation should be familiar with its goals and 
objectives. There must be unity of objective so that all efforts can be concentrated 
on the set goals. The principle requires objectives to be clearly formulated and 
well-understood. 

Pivision of work and spkrialisation: The entire work in the organisation should be 
divided into various parts so that every individual is confined to the performance 
of a single job. This facilitates specialisation which in turn leads to efficiency and 
quality However, each area of specialisation rnust be1 interrelated to the total 
integrated system by means of icoordination of all activities of all departments. 

Definition of jobs: Every positioi~ in the organisation should be clearly defined in 
relation to other positions in the organisation. The duties and responsibilities 
assigned to every position and its relationship with other positions should be so 
defined that there is no overlapping of functions. 

Separation ot line and stafffunctions: Whenever possible, line functions slrould be 
separated from staff activities. Line functions are those which accomplish the main 
objectives of the company. In many manufacturing cornpai~ies, the manufacturing 
and sales departments are considered to be accoinglishing the main objectives of 
the business and so are called the line functions. Other functions like personnel, 
plant maiatenance, financing and legal are considered as staff functions. 

Chain of comma~~d or scalar principle: There inust be clear lines of authority 
running from the top to the bottom of the organisation. Authority is the right to 
decide, direct and coordinate. The organisation structure should facilitate 
delegation of authority, Clarity is achieved through delegation by steps or levels 
from the top position to the operating level. From the chief executive, a line of 
authority may proceed t c  departmental managers, to supervisors or foremen and 
finally to workers. This chain of command is also known as scalar principle of 
organisation. 

Parity of authority and responsibility or principle of correspondence: Responsibility 
should aiways be coupled with corresponding authority. 'Each subordinate must 
have sufficient authority to discharge the responsibility entrusted to him. This 
principle suggests that if a plant manager in a multiplant organisation is held I 

accountable for all activities in his plant, he should not be subject to seek orders 
from company headquarters for his day to day activities. 

Unity of command: No one in the organisation should report to more than one line 
supervisor. Everyone in the organisation should know to whom he reports and who 
reports to him. Stated simply, everyone should have only one boss. Receiving 
directions from several supervisors may result in confusion, chaos, conflicts and 
lack of action. 

Unity of direction: According to this principle a group of activities that have a 
common goal should be managed by one person. There should be one head and 
one plan for a common objective of different activities. This facilitate smooth 
progression towards the achievements oi overall organisational goals. 

Exception principle: This principle suggests that higher level managers should 
attend to exceptional matters only. All routine decisions should be taken at lower 
level, whereas problems involviilg~nusual matters and policy decisions should be 
referred to higher levels. 

Spauof supervision: The term 'span of supervi'sion' means the number of persons a 
manager or a supervisor can direct. No manager should be required to supervise 
more subordinates than he can effectively manage within the limits of available 
t h e  and ability. The exact number may vary according to the nature of the job and 
the frequency o r  intensity of supervision ne~ded.  

Principle of balance: There should be proper balance between various parts of the 
organisation and no function should be given undue importance at the cost of 
others. Balance should be maintained also between centralisation and 
decentralisation, span of supervision and lines of communication, and authority 
allocated to department and personnel at vm-ous levels. 



12 Communication: A good cornmunication network is essential to achieve the 
objectives of an organisation. No doubt the line of authority provides channels of 
communication downward and upward, still some blocks in communication occur 
in many organisation. The confidence of superior in his subordinates and two-way 
communication are the factors that unite an organisation into an effectively 
operating system. 

13 Flexibility: The organisation structure should be flexible so that it can be easily and 
economically adapted to the changes in the nature of business as well as 
technological innovations. Flexibility of organisation structure ensures the ability 
to change with the environment without disrupting the basic design. 

14 Continuity: Change is the law of nature. Many changes take place outside the 
organisation These changes must be reflected in the organisation. For this purpose 
the form of organisation structure must be able to serve the  enterprise to att, 'n 
its objectives for a lqng period of time. 

6.7 SPAN @F CONTROL 

The term 'span of control' is also known as 'span of supervision' or 'span of authority'. 
Simply stated it refers to the number of individuals a manager can effectively supervise. 
Thus, it is expected that the span of control, that is, the number of subordinates directly 
reporting to a superior should be limited so as to make supervision and control effective. 
This is because executives have limited time and ability. 

It is sometimes suggested that the span of control should neither be too wide nor too 
narrow. In other words, the number of subordinates should not be too large or too 
small. According to some experts, the ideal span is four at higher levels and eight to 
twelve at iower levels. But the number of subordinates, cannot be easily determined 
because the nature of jobs and capacity of individuals vary from one organisation to 
another. Moreover, the actual span of supervision affects the organisation in different 
ways. A wide span results in fewer levels of supervision and facilitates communication. 
But it permits only general supervision due to the limited availability of time. Narrow 
span, on the other hand, requires multiple levels of supervision and hence longer time for 
communication. It is more expensive and complicates the process of communication. A, 
narrow span, however enables managers to exercise close supervision and control. 

Factors affecting Span of Control 

Although there are certainlimits to the span of control, the tendency in recent years has 
been to avoid specifying absolute numbers because it has been recognised that the ideal 
span depends on a number of factors. Some of the mare important of these factors are 
discussed below: 

i )  Nature of the work: If the work is simple and repetitive, the span of control can be 
wider. However, if the work requires close supervision the span of control must be 
narrow. 

ii) Ability of the manager: Some managers are more capable of supervising large 
numbers of people than others. Thus for a manager who possesses qualities of 
leadership, decision-making ability, and communication skill in greater degree the 
span of control may be wider. 

iii) Efficiency of the organisation: Organisations with efficient working systems and 
competent personnel can have larger span of control. 

iv) Ststr assistants: When staff assistants are employed, contact between supervisors 
and subordinates can be reduced and the span broadened. 

v) Time available for supervision: The span of control should be narrowed at the 
higher levels because top managers have less time available for supervision. They 
have to devote the major part of their work time in planning, organising, directing 

-and controlling. 

vi) Ability ofthe subordinates: Fresh entrants to jobs take more of a supervisor's time 
than trained persons who have,acquired experience in the job. Subordinates who 
have good judgement, initiative, and a sense of obligation seek less guidance from 
the supervisor. 
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Planning and Organking vji) Degree of decentralisatiod: An executive who personally takes many decisions is 
able to supervise fewer people than an executive who merely provides 
encouragement and occasional direction. 

It should be clear that the size of the span of control is related to numerous 
variables, and no single limit is likely to apply in all cases. A variety of factors can 
influence the resulting number of employees comprising the optimum span of 
control in any particular organisation. 

1 Fill in the blanks: 

i) The chain of command is based on the ................................... principle 
of organisation. 

ii) Pdnciple of correspondence suggeste ................................ of authority 
and responsibility. 

iii) Higher level managers should be required to attend to .......................... 
matters only. 

................................ iv) The organisation structure should be so that it can 
be adapted to change. 

v) A wide span of control results in ........................... levels of supervision. 

2 Which of the following statements are True and which are False. 

i) A narrow span is less expensive than a wide span. 
ii) Unity of command means that a manager must issue the same instructions to 

all his subordinates. 
iii) Personnel functions are not line, but staff functions. 
iv) The size of the span of control can be broadened if there are more staff 

assistants. 
v) .A department with all freshly recruited personnel must have a wide span. 

b 

6.8 ORGANISATION CHART 

Anorganisation chart shows a diagrammatic representation of important aspects of an 
organisation including the major functions and their relationships. It is a blue print of 
company organisation, its functions lines of authority and way positions. In other words 
it is a graphic portrayal of positions in the enterprise and of the formal lines of 
accountability among them. It provides a bird's eye-view of the relationships between 
different departments of divisions of an enterprise as well as the relationships between 
the executives and subordinates at various levels. It enables each executive and 
employee to understand his position in the organisation and to know to whom he is 
accountable. Thus, i t  is obvious that an organisation chart has the following 
characteristics: 

1 It is a diagrammatic presentation. 

2 I t  shows principal lines of authority in the organisatipn. 

3 It  shows the interplay of various functions and relationships 

4 I t  indicates the channels of communications. 

The organisation chart should not be confused with the lorganisation structure. An 
organisation cliai: is merely a type of record showing the formal organisational 
relationships which management intends should prevail. It is, therefore, primarily a 
technique of presentation. It presents diagrammatically the lines of authority and 
responsibility among different individuals and positions. It may be either a personnel 
chart or functional chart. Personnel organisation, chart depicts the relationship 
be&een positions held by different persons. Functional organisation chart depicts the 
functions or activities of each unit and sub-unit in the organisation. 

Advantages of Organisation Chart 

Following are' the advantages of an organisation chart: 

i) It is a tool of administration which indicates graphically to the employees how their 
positions fit into the total organisation and how they relate to each other. 
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ii) ~f shows at a glance the lines of authority and responsibility. It is a reliable ,blue print' 
of how the positions are arranged. From it, the individuals can have a sense of the 
limit of their authority, and can see who their associates are, to whom they have to 
report, and from whom they are to receive instructions. 

iii) It serves as a valuable guide to the new personnel in understanding the organisation 
structure and the inter relationship between its units and sub-units. 

iy) It provides a framework of personnel classification and evaluation systems. 

v) It plays a significant part in organisational improvement by reflecting 
inconsistencies and deficiencies. 

With an overview of the total organisation depicted in the chart management may 
discover unintended gaps, overlaps, etc., in the distribution of tasks and functions. 

Letations of Organisation Chart 

While the organisation chart is an important tool of management, its existence alone 
does not ensure effectiveness of organisation because of the following limitations: - 
i) Organisation chart shows only the formal relationships and fails to show the - 

informal relations within the organisations. In modern enterprises, informal 
relationships significantly effect the functioning of organisations. 

ii) It shows the lines of authority, but it is not able to answer questionslike the degree 
of authority that can be exercised by a particular executive, how far he is responsible 
for his functions, and to what extent he is accountable. 

iii) It introduces rigidity in the relatiooships. Updating is not possible without 
disturbing the entire set up. 

iv) Faulty organisation chart may cause confusion ahd misunderstanding among the 
organisational members. Moreover it gives rise to a feeling of superiority and 
inferiority which causes conflicts in the organisation. 

v) It does not show the relationships which actually exist in the organisation, but 
shows only the 'supposed relationships'. 

6.9 ORGANISATIONAL MANUAL 

An organisation chart shows who has authority over whom, but it does not show the 
extent of authority of the duties each person in the orgahisation is expected to perform, 
except in so far as duties are implied by job titles. For this reason, big undertakings 
prepare organisation manuals that include job descriptions and other information in 
addition to the charts. A job description includes factual statements of job contents in 
terms of its duties and responsibilities. An organisation manual is an authoritative 
guide to the organisational members. It consists of records of top management ~ 

decisions, standard practices and procedures and the description of various jobs. With 
such information available in the manual,,employees are not required to approach their 
superiors for instruction and guidance, causing interruption of work and resulting in 
wastage of time and,energy of the superior and the subordinates. 

6.9.1 ~mportance of Manuals 
A manual can be a valuable aid to management which more than justifies the amount 
of work and money involved in its compilation. The availability of a good manual helps 
individuals to determine the responsibi!ities of their jobs and their relationship with 
other jobs in the organisation. Jurisdictional conflicts and overlapping can be avoided. 
The sources and degree of authority are also made clear. Thus, it can help to make 
instructions definite.and shows how each employee and his job fits into the total 
organisation and how he can contribute to the achievement of organisational objectives 
as well as maintain good relations with other employees. A reference to the manual can 
quickly remove misunderstandings. It relieves managers the necessity of repeating the 
same information time and again. It provides uniformity and consistency of procedures 
and practices. It facilitates training of new employees as it contains in writing the 
established routines and practices with respect to the jobs. Since manuals are revised 
periodically or after every major changes,'they serve as effective refreshers for 
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employees who have been on the payroll for some time. Both delegation of authority 
and management by exception are promoted by the use of manuals. . 

6.9.2 Types of Mmud 

Manuals may be prepared by an organisation with different contents and purposes in 
view, such as, ( 1 )  Policy manual, (2 )  Operations manual, (3) Organisation manual, 
(4) Rules and Regulationsa manual, and (5 )  Departmental manual. These are discussed 
below: 

1 Policy manual: It is prepared to state the policies of the enterprise. It is a basic guide . 
to action.. Policy manual describes the overall frameworl< within which activities are to 
take place and thus reveals the broad courses of managerial action likely to take place 
under certain conditions. I t  contains decision, resolutions and pronouncements of the 
management of the enterprise. 

I Operations manual: The purpose of manual is to inform the employees of established 
methods, procedures and the desired standards of performance of work. It lists the 
authorised steps and suppliments them by the use of diagrams sketches, charts, etc. of 
each department and division. 

3 Organisation manual: It describes the organisational setup indicating the duties and 
responsibilities of various departments and their rr spective sub-divisions. It is a portrayal 
of the formal chain of responsibilities and authcrities among different persons working 
in the enterprise. The levels of authority and responsibility of each executive is 
indicated in the manual so as to avoid conflictv in the organisation. Promotional charts 
may be included in the organisation manual showing the possible promotional avenues 
throughout the entire organisation. 

4 Rules and regulations manual: This manual provides information relating to the 
operating rules and employment regulations. It contains regulations governing hours of 
work, timings, procedure for taking leave, etc. It is actually a handbook of eniployment 
rules. It may also indicate the various benefit plans for employees including rules 
regarding the use of library, cafeteria, recreation club, etc. 

5 Departmental manual: This manual includes procedures to be adopted with regard 
to departmental work. It gives in detail the internal policies and operating rules of the 
department. It shows with the help of charts and diagrarns the inter-departmental 
relationships. For instance, the filing manual contains the organisation of filing 
department responsibilities of various jobs, relationships between the employees, and 
the standard procedures for different operations. Similarly, other departments may 

I also have such manuals. 
I 

6 - 9 3  Advantages of Manual 

1 It contains procedural rules and regulations and various other information in a 
written form. These need not be explained to  the employees time and again. 

2  It provides a ready reference with regard to all important decisions relating to the 
, internal organisation of the enterprise. 

3 It  presents jurisdictional conflicts by clear indication of the sources of authority.. 

4 It  enables new employees to learn the standard procedures and practices in the 
shortest possible time, They have a clear understanding of the responsibilities of their 
jobs and their relationship with other jobs. 

5 It enables quick decisions as instructions and policies are stated in definite terms. 

6.9.4 Drawbacks of Manual 
1 Small enterprises cannot afford to have a manual because its preparation is costly 
and a time-consuming process. 

2 Manuals may cause rigidity of operationsin the organisation by putting the standard 
procedures and practices in writing. It leaves little scope for individual initiative and 
discretion. 

3 Manuals may put on record those relationships which no one wobld like to see 
exposed. 



6.10 FBMAE AND IWO A.L ORGANISATPONS 
Ocganising : Basic Cu~~cept! 

Formal organisation is a planned structure which represents the officially established 
pattern of relationships among individuals, groups, sections, units, departments and 
divisions so as to accomplish the goals of the enterprise. Typically, it is represented by 
a chart and set forth in organisation manuals, position descriptions, and other 
formalised documents. The formal organisation provides a board framework and 
delineates certain prescribed functions and the relationships between them. Formal 
organisation may be defined as a system of consciously coordinated activities of two or 
more persons towards a given objective. It is a group working together cooperatively 
under authority toward goals that mutually benefit the participants and the 
organisation. Moreover, stable and consistenl relationships promote order and 
facilitate planning and controlling functions. Formal organisation may also be defined 
as (i) the pattern of formal relationships and duties; the organisation charts, job 
descriptions and positions guides; and (ii) formal rules, policies, work procedures and 
similar devices adopted by management to guide employee behaviour in certain ways 
within the structure of foimal relationships. 

The formal organisation facilitates the determination of objectives and policies. 
Communication, delegation of authority, and coordination take place according to a 
prescribed pattern. In fact, formal structure restricts and circumscribes the area of 
operations of individuals working within an organisation. Informal organisation refers 
to relationships between individuals in the orgallisation based on interest, personal 
attitudes, emotions, prejudices, likes, dislikes, physical location, similarity of work, 
etc. The informal organisation comes into existence because of the limitations of the 
formal structure. It represents natural grouplng of people in working situation. The 
birth of smallgroups in an organisation is a natural phenomenon. The informal groups 
may overlap also because an individual may be a member of more than one informal 
group Sn many cases, informal groups came into being to support and supplement the 
formal organisation indeed, the forinal and informal organisations are inextricably 
interlinked. The difference between the two aspects of organisational life is only 
analytical and it should not be given undue emphasis. 

6.10.1 Difference between Formd and Informal Organisations 
The formal and informal organisations differ from each other in the following respects: 

1 Origin: Formal organisations are created by conscious managerial decisions. But 
informal organisations arise spontaneously within the formal organisation because 
of the natural tendency of the individuals to associate and interact. Management has 
no hand either in the emergence or abolition of informal groups. 

2 Purpose: Formal organisations are created for realising ceitain well-defined 
objectives. But informal organisations are created by organisational members for 
their social and psychological satisfaction. 

3 Activities: Activities in case of formal organisation are differentiated and integrated 
around the objectives of the enterprise and are formalised into work-units or  
departments on a horizontal basis. In case of informal organisation, there are no 
specific activities. They arise from time to time as a result of interactions and 
sentiments of the individuals. Informal groups may be based on common vdlles, 
language, culture or any other factor. 

4 Structure: Formal organisation is hierarchical, pyramid shaped in structure w?'th 
, well defined positions, roles and superior-subordinated relationships. It involves 

enforcement of organisational order through a set of policies, procedures and rules, 
emphasises on status differentiation based on authority, upward and downward 
oriented communication system, etc. On the other hand, informal organisation is 
non-hierarchical; it looks like a coinplicated social network of interpersonal 
relationships. Informal organisation is loosely structured, with only unwritten 
norins of behaviour enforced by consent. Communication is illformal and multi- 
dimensional. There are no rigid status differentials. 

5 Membership: In a formal organisation every individual belongs to  one work group 
only and works under one superior. But in case of an informal organisation, a person 



~lan'nlng and Organising ,, can be a member of more than one group, according to his choice. H e  may be a 
leader in one group and a follower in another. There is no rigidity about group 
membership . 

6 Orientation: In case of formal organisation, values, goals and tasks are dominantly 
economic and technical, and they concern productivity, profitability, efficiency, 
survival and growth. But in case of informal organisation values, goals, and tasks are 
predominantly psycho-social, centred around individual and group satisfaction, 
affiliation cohesiveness and friendship. 

7 Norms of behaviour: In a formal organisation individuals are required to behave in 
the prescribed manner in their work situation. They are expected to behave in a 
rational manner. Deviations from the standard are dealt with according to the 
organisational nrles and regulations. There is also a system of rewards and 
punishments. But in case of informal organisation, individual behaviour and group 
behaviour influence each other. Moreover, behaviour is more natural and 
socialised. Informal groups develop their own norms of behaviour and system of 
rewards and punishments. Reward take the form of a continuousmembership of the 
group, social status, recognition etc. While punishments includes censure by the 
groups, isolation from the group, etc. 

6.10.2 Characteristics of Informal Organisation 
In the informal organisation, authority-responsibility relationship, channels of 
communication, pattern of coordination, etc. are not predetermined. Such as, 
organisation operates without any structured set up. The informal organisation 
interacts with formal organisation quite frequently. It affects and is affected by the 
formal organisation. Following are the characteristics of the informal organisation: 

1 Authority: There is a network of relationships in an informal organisation which 
may cut across the formally prescribed pattern of relationships. An informal 
organisation has its own code of conduct, system of communication, and system of 
reward and punishment. The authority in an informal organisation is personal 
rather than positional as in case of formal organisation. Power in informal 
organisation is earned or given by group members, rather than delegated; therefore, 
it does not follow theofficial chain of command. It is more likely to come from peers 
(equals) than from superiors in the formal hierarchy; and it may act across 
organisational lines into other departments. It is usually more unstable than formal 
authority, since it is subject to the sentiments of people. Because.of its subjective 
nature, informal organisation cannot be controlled by management, in .the way as 
formal organisation. 

2 Objectives: Groups evolve their own goals reflecting their own special interests. 
Group members are dedicated to group goals. Group cohesiveness results in the 
group acting in a unified manner. This cohesiveness is the result of the degree to 
wfiich the group goals help the satisfaction of individual needs. Therefore, the group 
objectives should be  related to the individual needs of the members of the group. 

3 Communication: Informal organisation comes into existence because of the. 
deficiencies of the formal channels of communication. The formal channels of 

. 

communication may be inadequate and they may be slow. The need for speedier 
communication may give birth to informal channels of communication. Informal 
communication is very fast but the greatest danger is that it may give rise to rumours. 
Rumours rnay,prove to be detrimental to the interests of the organisation. 

4 Leadership: The informal group has its own leader. An informal leader may not be 
I the superior under whom the group members are working. An informal group 

leader performs the following functions : (i) he facilitates consensus among the 
group members, (ii) he initiates action, and (iii) provides a link with the outside 

I 
worId. If the formal leader is able toperform these functions, he may be accepted as 

I an informal leader also. Workers will go to him for their personal problems, 
I counselling, etc. The important factors which determine informal leadership are 

age, seniority, work location, technical competence, etc. It may be noted that 
I persons who emerge as informal leaders are perceived by'other group members as 

beingthe bestpeople who can satisfy the goals of the group. The group may have a 
number of leaders for different pyposes. For instance, the group may have a task 
leader whose function is to  drive the group towards its goals and a human relations 
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leader who helps in promoting co-operation among the members. 

- - 
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6.10.3 Functions of Informal Organisation 
Informal organisation is a psycho-social system and helps the organisation in the 
following ways. 

1 Filling in gaps in managerid abilities: Informal organisation may fill in gaps Sany in 
the abilities of managers. For example, if a manager is weak in planning his 
subordinates may help him informally in such a situation. 

2 Solving work problems: Informal organisations help in solving work problems of 
members. It allows sharing knowledge and taking decisions which may affect a 
number of jobs. 

3 Better coordination: Informal groups evolve short cuts and eliminate red-tapism. 
They facilitate smooth flow of information and quick decision making. All these 
ensure better coordination among various individuals and departments. 

4 Channel of communication: Informal groups often fill up communication gaps which 
might arise in the organisation. Informal communication cuts across the hierarchical 
and departmental boundaries and transmits information with greater speed. 
Management can use informal channels to share information with the workers and 
get their reaction to management proposal. 

5 Restraint onmanagers: Informal groups do not allow managers to cross the limits of 
authority. They resist them from exercising uillimited power and form using their. 
power unjudiciously. 

6 Better relations: Amanager can build better relations with his subordinates through 
informal contacts. H e  can consult the informal leaders and seek their cooperation in 
getting the things done from the workers. 

7 Norms of behaviour: Informal groups develop certain norms of behaviour which 
differentiate between good and bad conduct and between legitimate and illegitimate 

' activities. These bring discipline and order among the employees of the organisation. 

8 Developing future executives: Informal groups recognise talented wofkers as their 
leaders. Such leaders call be picked up by the management to  fill vacancies at the 
junior executive level in future. 

6.10.4 Problems of Informal Organisation 

Informal group have negative aspects too. They may create problems for the 
organisation as.outlined below: 

1 Negative attitude of informal leaders: The informal leader may turn out to be a 
trouble shooter for the organisation. In order to increase his influence, he may work 
against the policies of management, and manipulate the behaviour of his followers. 
Thus, he can be a source of conflict between the management and workers. Hemay 
induce the followers to.work against the interests of the organisation. If such a 
leader is promoted to the rank of an executive, he may prove to be work shirker and 
an arrogant and autocratic boss. 

2 Conformity: The informal group exerts strong pressure on its members for 
conformity. The members may become so loyal to  their group that following the 
group noims become a part of their life. This implies that members become subject 
to wilful control of the groip leader who may lead the group toward selfish ends. 
This may lead to dilation of the effect of organisational policies hnd practices on the 
group members. 

3 Resistance to change: Informal groups generally have a tendency to resist change. 
Change requires new skills but groups want to  maintain status quo. Sometimes, 

' 

groups react violently to the changes proposed by management. This creates 
obstructions in implementing new ideas and thus organisation's growth. 

4 Rumour: Informal communication may give rise to rumours which may create 
conflict and misunderstanding among the people. Rumour tends to change as it 

I passes from person to person. Its general theme may be maintained, but not its 
details. The rumour gets twisted and distort~d always when it passes from one 



Planning and Orgnnislng 'mouth to another. It may originate due to employee's anxiety, insecurity and poor 
communication of the organisation. Rumours may prove very dangerous for the 
organisation. 

5 Role conflict: Every member of the informal group is also a member of the formal 
organisation. Sometimes role conflict may arise because the ideas, expectation and 
requirement of both the organisation may be opposite to each other. For example 
an individual wants to follow the formal instructions of his boss, he may be 
compelled by the informal leader to follow informal norms. Thus organisational 
interests are likely to suffer in case of conflicts between formal and informal roles. 

1 PiV11i~:i-t of the fo;cullo:\.ving stnten:ents Eire True and uvhich are False. 

i) An orgswisaiion cl~lart indicates the lines of co~nanlun~icatio~~ as well as lirles of 
nutlroriry . 

ii) Both fr~rmal atmd informal relationships are depicted in [hi: organisation chart 
iii) TBie existence sf organisation manual totally relieves managers of their 

respponsibility of issuing ilsstriacdtsns to subordinates. 
iv) ?'he lorma! organisueion is creatcd b y  COIISC~OUS maniigcrrial decision. 
v) 11lformal groups in an organisation comsis! of members drawn from the ssnle 

department. 

2 Fill in tl-ie blanks: 

i) Brganisatirun ~nanuals enable employees to qurckly learn the standard 
................. and ....................... 

ii) An rsrgan~lsatisi~al chart shows the ......................... of authority but not 
the ..................... of authority with respect of the various managerial 
positions. I 

................ iii) Forrnitl orgaaisatio~ is typically reflected in the organisational 
iv) Informal organisation cuts across ................................................. and 

.... b~\ti~1diiri~,~. ......................... 
.................. v)  In a for i~~ai  organisation every individual belor~gs to only one 

- -  

As a function of management organising refers to the process involving the 
identification and grouping of activities to be performed and defining and establishing 
the authority responsibilityrelationships. This enables people to work most effectively 
together in achieving the enterprise objectives. The outcome of the organising process 
is the 'organisation' consisting of a group of people working together for the 
achievement of one or more common goals. The characteristics of an organisation thus 
are: Willingness of a group of people to willingly contribute their efforts towards a 
common endeavour, division of work, common purpose, vertical and horizontal 
relationships; chain of command and dynamic functioning. . 
An organisation provides the framework within which co-operative work canbe carried 
out without friction, and people_can perform their tasks more effectively. Organising is 
the process by which managers king order out of chaos and create proper conditions 
for effective team-work. An organisation viewed as a system is composed of manyinter- 
dependent and :interrelated parts known as sub-systems. As a social system, 
components of an organisation consist of : inputs of humas and material resources 
alongwith information, the processor (also known as 'throughput); ancl output 
consisting of goods and services. 

Organising involves: fi) determination of objectives, (2) identification and grouping of 
activities; (3) aiotmont of duties;'(4) developing relationships. The structure of organisation 
refers to the pattern of relationships formally established by top-management among 
various parts or components of the organisation. Three different types of organisation 
structure can be distinguished on the basis of arrangement of activities as follows: * 

1) Functional, 2) Divisional, 3) Adaptive. 

Principles of organisation which have been . enunciated by management experts, are 



guidelines for planning an efficient organisation structure. These include : (a) unity of 
objectives; (b) division of work and specialisation, (c) definition of jobs; (d) separation 
of line and staff functions; (e) chain of command; ( f )  principle of correspondence; 
(g) unity of command; (h) exception principle; (i) span of supervision; (j) principle of 
balance; (k) communication; (1) flexibility; and (m) continuity. 

Span of control refers to the number of individuals a manager can effectively supervise. 
The ideal span depends on a number of factors like nature of work, ability of the 
manager, staff assistance, ability of subordinates, etc. 

An organisation chart gives a diagrammatic view of the major functions, their 
relationships, as well as the positions and formal lines of accountability among them. It 
serves as avaluable aid to management and personnel. An organisation manual consists 
of records of top management decisions, standard practices and procedures, and job 
descriptions i'n terms of duties and responsibilities. 

Formal organisation is a planned structure which represents the officially established 
pattern of relationships among individual groups, sections, units, departments and 
divisions. Informal organisation refers to relationship between individuals based on 
their social and psychological needs. 

6.12 KEY WORDS 

Chain of Command: The line of authority running from the top to the bottom of the 
organisation. 

Departmentation: Grouping of various activities on some well defined basis. 

Formal Organisation: A planned structure which represents the officially established 
pattern of relationship among individuals, groups, sections, units, .departments and 
divisions. 

Informal Organisations: A network of relationship among the participants of an 
organisation which arises spontaneously on the basis of social and psychological needs. 

Organisation Chart: A graphical portrayal of positions in the enterprise and of the 
formal lines of accountability among them. 

Or'ganisational Manual: A recorded document containing job descriptions and other 
information in addition to the organisation chart. 

Organisation Structure: The authority and responsibility relationships between various 
positions in the organisation showing who reports to whom. 

Span of Control: The number of subordinates a manager can effectively supervise. 

Structure: A framework of relationship among parts. 

Systems: An arrangement and set of relationship among multiple parts operating as a'\ 
whole. 

Unity of Command: The principle of every subordinate being under one superyisor. 

6.13 ANSWERS TO CHECK YOUR PROGRESS 

A) 1 i) True, ii) False, iii) False, iv) True, v) True 
2 i) Interrelated, ii) tasks, responsibilities iii) superior, subordinates, iv) lower, 

v) large. 

B) 1 i) Scalar, ii) parity, iii) exceptional, iv) flexible, v) fewer. 
2 i) False, ii) False, iii) True, iv) True v) False. 

C) 1 i) True, ii) False, iii) False, iv) True, v) False. 
2 i) Procedures, practices, ii) line, extent, iii) chart, iv) hierarchical, departmental 

v) workgroup. 

Organising : Basic Concepts 
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6.14 TERMINAL QUESTIONS 

1 What do you understand by organising? What are the important principles of sound 
organisation? 

2 Explain the components of organisational system. 

3 Discuss the important steps involved in~rganisation process. 

4 Under what circumstances is a divisional structure of organisation superior to the 
functional structure? Compare their relative merits. 

5 What do you mean by span of control? Discuss factors affecting span of control 

6 "Organisation chart provides a broad picture of positions of authority and their 
relationships in the organisation structure" -Explain this statement and point out 
limitations of organisation chart. 

7 What is meant by organisational manual? What are its uses? What information 
should it contain? 

8 'Beneath the cloak of formal relationship in every institution there exists a more 
complex system of social relationships, called the informal organisation". Elucidate 
this statement and explain the nature of informal organisation. 

9 Distinguish between formal and informal organisation. What should be theattitude 
of management towards informal organisation? 

10 Write notes on: 
a) Organisation structure 
b) Project organisation 

Note: These questions will help you to understand the unit better. Try to write answers 
for them. But do not submit your answers to the unive- 31ty. These are for your 
practice only. 

8 



1 UNIT 7 DEPARTMENTATION AND FORMS 
1 OF AUTHORITY RELATIONSHIPS 

Structure 
7.0 Objectives 
7.1 Introduction 
7.2 .Definition of Departmentation 
7.3 Need for Departmentation 
7.4 Bases of Departmentation 

7 4.1 Function 
7.4.2 Product 
7.4.3 Territory 
7.4.4 Customers 
7.4.5 Process or Equipment , 

7.5 Choosing a Basis of Departmentation 
7.6 Benefits of Departmentation 
7.7 Authority Relationships 

7.7.1 Line Organisation 
7.7.2 Line and Staff Organisation 
7.7.3 Line Organisation vs. Line and Stafforganisation 
7.7.4 Functional Organisation 
7.7.5 Line Organisation vs. Funct~onal Organisation 

7.8 Let Us Sum Up 
7.9 Key Words 
7.10 Answers to Check Your Progress 
7.11 Terminal Questions 

/ 7.0 OBJECTIVES 

After studying this unit you should be able to:. 
e explain the concept and nature of departmentation 

/ * @ describe and evaluate different bases of departmentation . 

1 @ make an assessment of the significance and limitations of departmentation 
@ enumerate and outline the important forms of,authority relationships in an 
. organisation 

@ suggest measures for harmonising relationships among different line and staff 
' 

I .  position in any organisation. 

Grouping homogeneous activities into one organisational unit on the basis of special 
and continuous nature of activities is called departmentation. The appropriate division 
of organisational activities into departments for the purposes of administration has 
been one of the fundamental concerns of management. In the previous unit, you have 
learnt about the nature of organisation, its elements structural forms, the usefulness of 
organisation chart and manuals, span of control, and about informal and formal aspects 
of organisational relations. In the present unit, we shall discuss the basis of , 

departmentation and forms of authority relationships. The basis of departmentation 
used traditionally are :q, function, product, manufacturing process, territory and 
customers. New patterns of organisation which have gained wide acceptance these days 
are project and matrix organisation. 

< 

Departmentation may be defjned as the process of forming departments or grouping 
activities of an organisation into a number of separate unitsfor the purpose of efficien; 
functioning. This term vary a great deal between different organisations. For example, 
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Planning and Organising in business undertakings, terms are divisioa, department and section; in Government 

these are called branch, department and section; in military, regiment, batallion, 
groups and company. 

The impact of departmentation is a delineation of executive responsibilities and a 
grouping of operating activities. Every level in the hierarchy below the apex is 
departmentalised and each succeeding lower level involves further departmental 
differentiation. 

7.3 NEED FOR DEPARTMENTATION 

The necessity of departmentation arises because of the anxiety on the part of 
management to  achieve the organisational goals through coordinated efforts of the 
individuals working in the organisation. More specifically it is necessitated by the 
following considerations. 

i) Departmentation permits an organisation to take advantage of specialisation. 

ii) Departmentation enables each person to know the role he is expected to play in the 
total activities of the company. 

iii) ~epahmentation facilitates communication, coordination and control and 
contributes to the organisational success. 

iv) Departmentation provides a platform around which the loyalties of organisational 
members may be built. 

v) It enables a manager to locate the sources of information, skills and competenceto 
take certain vital managerial decisions. 

7.4 BASES OF DEPARTMENTATION 

Followings are the cases used for the departmentation of the business enterprises. 

The most common form of grouping activities prevalent almost in every enterprise is 
the functional departmentation. The word function refers to the principal activities of 
an enterprise. It may be defined as any task involved in the perhrmance of activities of 
an enterprise that can be clearly distinguishedfi-om any other task. In a manufacturing 
organisation, the important functions are production, sales, finance, and personnel. 

Functional departmentation may also be carried out at the lower levels of the 
organis8tion. For example, activities in the marketing department may be classified 
and groupedinto marketing research, sales and advertising. In otherwords, the process 
of functional differentiation may take place through successive levels in the hierarchy. 
The process can continue as long as there exists a sound base for further differentiation. 

In the following figure this has been divided in Production, Marketing & Finance 
function. 

Presjdent 
I I 

Production Marketing ~ i n l n c e  
Manager Manager Manager 

Advantages d functional departmentation: The advantages of functional 
departmentation are as follows: 

i) It is the most logical and natural form of departmentation, 
1 

ii) It brings about specialisation which ensures optimum utilisation of manpower and 
I 

other resources. 
I iii) It lays emphasis on each and every activity. Every department makes its 
I contribution to the organisation's objectives. 
I 50 
I 
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iv) It facilitates delegation of authority and thus reduces the burden of the chief 
executive. 

V) specialists can be employed to perform various activities requiring specialised 
knowledge. 

Disadvantages of functional departmentation: Following are the disadvantages of 
functional departmentation: 

i) There is too much emphasis on specialisation which hampers the broadening of 
outlook of various people. This might also discourage the organisation. ~ h ~ y ' ~ ~ ~  
.think that they are insignificant parts of the total organisation. 

ii) m e r e  may be conflicts between different departments. For instance, delivery dates 
promised by the sales department may not be honoured by the production 
department. 

iii) There may be difficulties in coordination and control of the activities of different 
departments. 

iv) Functional specialisation may reduce costs through higher efficiency but such 
saving may not be sufficient to compensate for increased expenses resulting 
through departmentation. Managers may try to build their Junctional empires. 

7.4.2 Product 
In the case of product departmentation, departments are created on the basis of 
products. Each department is known as a Division. Product departmentation is useful 
when product expansion and diversification, and the engineering, manufacturing and 
marketing characteristics of the product are of primary concern. Under the product 
diversification, all activities related to a product line are grouped together under the 
direction of semi-autonomous divisional manager. The divisional manager has the 
authority to develop the product according to the nature of demand in the market. It is 
used when the product is relatively complex and a great deal of capital is required for 
plant and equipment such as in automobile and electronic industries. For instance, a big 
company may have metal division, chemical division and plastic division, as shown in 
the following figure. 

Board of Directors 

I 
Mnnaging Director 

I I I I 
Finance operations marketing personnel 

I 
Plastic 

Division 
~ k t a ~ s  

Division 
Chemicals 
Division 

I I I 
Production ,Marketing Research Accounting Personnel 

Advantages of product departmentation: Following are the advantages of product 
departmentatibn: 

i) Product departmentation reduces the coordination problems which are created 
under functibnal departmentation. There is integration of activities relating to a 
particular line of product. It  facilitates product expansion and diversification. 

ii) It focuses attention on each product line. 
iii) It leads to specialisation of physical facilities on the basis of products which results 

in economy. 

iv) It is easier to evaluate and compare the performance of various product divisions. 

V) It keeps problems of production isolated from those of others. 

Departmentation and Forms of 
Authority ~ e l n h s h i p s  
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Planning and Orcanising Disadvantages of product departmentation: The disadvantages of product 

departmentation are given below: 

i) There is duplication of phfsical facilities and many functions. Each ~jroducts 
division maintains its separate facilities and functional personnel. 

ii) Advantages of centralisation of certain activities like accounting, financing, 
marketing, etc., cannot be achieved. 

iii) There may be under-utilisation of plant capacity if the demand of product not 
sufficient. 

iv) It may be difficult for a company to adapt itself to certain changes in demand 
technology, etc. J 

7.4.3 Territory 

Eastern Centrat 
(Calcutta) (Kanpur) 

Departmentation by territory takes place when a company is organised into a number 
of divisions located in different areas. It is also known as geographical departmentation. 
Temtoriai departmentation is specially useful for banks, insurance companies, 
transport companies, etc. They can divide their activities into zones, divisions and 
branches. For instance, Life Insurance Corporation of India has followed territorial 
departmentation in the organisation of its activities. The organisation chart of Life 
Insurance Corporation,is given below: 

LIC I 

Head Office 
(Bombay) 

Northern Southern Western 
(Delhi) (Madras) (Bombay) 

I 

New Delhi Jalandher Ajmer I t Chandigarh A 

Branch Branch 
1 2 

Branch 
3 

Branch 
4 

Advantages of territorial departmentntion 

i) It helps in achievingthe benefits of local operations. The local managers are most 
conversant with their needs and those of their customers. They.can adapt to the 
local situation with speed and accuracy. 

ii) A marketing division can meet local demands more effectively. 
iii) There is better coordination of activities in a locality through the setting of a 

regional division. 

iv) It facilitates the expansion of business in various regions. I 

v) i t  is beneficial from the point of view of country's economic development. 

Disadvantages of territorial departmentation: The disadvantages of territorial 
departmentation are as follows: 

i) There is duplication of physical facilities. It leads to uneconomical operations. 

ii) There may be problem of integration between various regional offices. 
iii) There may be lack of talented personnel to take charge of regional departments. 

iv) There will also be problems in providing centralised services to various departments 
which are located in different regions. . . 

, 

7.4.4 Customers 

Under this basis of departmentation, separate departments are created to serve the 
needs of particular customers. Such an organisation helps managers to satisfy the 
customer's requirement more conveniently and successfully. Amarketing organisation 
may group its activities according to the classes of customersserved by it, depending on 
their .volume of demand, languages and liking. For example a departmental store may 
have childrens department, ladies department, gents department, each catering to the 
various requirements of different classes of customers. Another organisation may 
organise its marketing activities into wholesale, retrail and export as shown below. 

52 



General Manager - I 
I ,  1 

Finance Purchase Marketing Production Personnel 

Wholesale Retail Export 

4dvantages of customer departmentation 

i) An organisation Cdn consider the needs of baffling variety of customers. 
) Such organisation can concentrate on clearly identified and potential custolners. 

ii) It is easier to develop rapport with attractive and resourceful customers. 

iv) It is highly useful in customer-oriented organisation, 

Disadvantages of customer departmentation 

) It is almost impossible to consihr all the customers, their interests, habits and 
customs. 1 .. 

i)  Departmentation by customer leaves coordination problems between sales 
personnel and production people. 

.ii) Organisation may discriminate between kith and poor customers. 

7.4.5 Process or Equipment 

Under this departmentation, activities are grorped on the basis of various 
manufacturing processes. In this process similar types of labour and equipment are 
brought together. A manufacturing enterprise may departmentalise its activities on the 
basis of production process of equipment involved. For example, a textile organisation 
may organise its departments into spinning, weaving, calendering and djleing as shown 
below. Similarly, a printing press may consist of c!omposing, proof-reading, printing and 
binding departments. This type of departmentation may also be followed in engineering 
and oil industrjes. The justification of a separate department around equipnlent is that 
it is not always possible to install a costly equipmelnt in every department which needs 
its use. Moreover, skilled personnel are required tq operate the equipment. 

General Manager , 

(Textiles) 

Spinning 'weaving Calendering ,Dyeing 

Advantages of process departmentation 

i) This departmentation is very helpful when machines or equipment used require 
special operating skills. 

ii) It enables the organisation to gain the advantages of specialisation, optimum 
maintenance of equipment and resources. 

iii) It is better suited to manufacturing companies. 

Disadvantages of process departmentation 

i) Departmentation by process Ilrakes coordination of various functions and products 
difficult . 

ii) It results in cpnnicts between different managers at different levels. 

Check Your Progress A 

1 Which of the following statements are True and whichare False. 

i) ~e~artrnentation does not tike place at all levels of the hierarchy in an 
organisation. 

fi) The process of departmentation on fictional basis i s  restricted to the top and 
middle levels of orgaaisational hierarchy. 

i)epprtn~e~ltatlon and Forms of 
Authority Relationsl~ips 
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7.5 CHOOSING A BASIS OF DEPARTMENTATION 

The following factors should be kept in mind while selecting a suitable basis of 
departmentation. 

1 Specialisation: Specialisation brings about internal economies in the business. 
Therefore, it is an important consideration wl~ile choosing a particular basis of 
departmentation. The management should group various activities into units in 
such a way which leads to specialisation of work. overspecialisation should be 
avoided because it may result in loss of motivation among the personnel. 

2 Economy: This factor is of great relevance to the number of departments to be 
created. Creation of a new department increases various costs. This is because the 
new department requires additional personnel, spa'ce and equipment. Therefore, 
management, should see that the departments created make the best possible use of 
these factors and maximum economy is achieved by creating the departments. 

3 Appreciation of key areas: All the important areas of the business on which the 
success of the business depends must be given proper weightage. That is why, in 
practice, function is taken'at the top of the organisation structure. Separate 
departments are created for important functions like production, financing, 
marketing etc. Sometimes, local conditions are very important. Therefore, the 
mahagement should give necessary attention to the local conditions at the time of 
determining the basis of departmentation. 

4 Minimum conflicts: The jurisdiction of the departments should be clearly laid down 
in order to avoid conflict among them. The authority of the managers of different 
departments should be clearly specified. 

5 Coordination: The basic purpose of departmentation is the achievement of 
organisational goals. Coordination in the operations of different departments is 
essential to achieve the organisational goals. Therefore, departmentation should 
always facilitate coordination in the organisation. 

6 Control: Control is an important function of management by which it guides and 
check the activities of different departments and personnel. The selected basis of 
ddepartmentation should ensure effective control to achieye the organisational goals 
more economically and efficie~tly. Departmentation should make easier for top 
management to ensure performance and to  hold people ac-countable for results. 
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7 ~ ~ p n ~  Departmentation should not only consider the technical 
aspects of the organisation, but it should also give due attention to the human factor. 
The existence of inf~rmal groups, cultural pattern, value system, etc., should be 
given due weightage at the time of grouping the personnel. 

In short, whatever may be the basis, the departmentation should be directed to 
promote the attainment of organisational objective economically and efficiently. 
Naturally, managers concerned with taking such a decision will consider the relative 
advantages and disadvantages of various types of departmentation. In practice, in 
many cases, it is not possible to follow a single basis in grouping the activities 
throughout the organisation. Most of the big organisations follow schemes of 
departmentation that are a composite of several basis. Thus, there is no ideal pattern 
to suit all occasions and situations. Therefore, the management has to be very careful 
and use high degree of imagination at the time of choosing a.pattern of 
departmentation. Once the pattern is chosen, it is very difficult and costly to switch 
over to another pattern. 

In India, the most commonly followed basis of departmentation at the top level of the 
organisation is functional departmentation. At the intermediate and lower levels, 
other bases are used wherever further functionalisation is not feasible. 

Departmentation helps in achieving the following benefits: 

1 Specialisation: Departmentation leads to the benefits of specialisation as various 
organisational activities are grouped according to their relation with the specific 
functions or objectives. Every departmental manager specialises in the tasks assigned 
to him. 

2 Administrative control: Departmentation helps in effective managerial control 
because the standards of performance for each and every department can be laid 
down precisely, Every department has a specific objective. This also facilitates 
keeping expenditure within limits. 

3. Fixation af responsibility: Since organisation work is divided into manageable units, 
and authority and responsibility are precisely defined, it is easier to fix the 
accountability of different managers for the performance of various tasks. 

4 Freedom or autonomy: The departments created through departmentation are semi- 
autonomous units. Their heads are given a sufficient degree of authority to run their 
departments. This increases the efficiency of the departments. 

5 Development of managers: Departmentation helps in the development of managerial 
personnel by providing them opportunities to take independent decisions and 
initiative. The executives can develop themselves for promotion to higher jobs. 

7.7 AUTHORITY RELATXONSHIPS 

Creation of an appropriate structure is indispeilsable for any organisation. Organisation 
structure represents the hierarchical arrangement of various positions in the enterprise. 
It helps in allocating authority and responsibility formally. It also lays down the pattern 
of communication and coordination in the enterprise. Thus, the need for clear-cut 
a~thoritylresponsibility relationships has led to three different forms of administrative 
organisation as follows: 
1 Line organisatiodauthority 
2 L i e  and staff organisationlauthority, and 
3 Functional organisatiodauthority. 

7-7.1 Line 
Itrepresents a direct vertical relationship through which activity flows. It is also known 
as Scalar or military organisation. The line of authority flows from top to bottom 

Departmentation and Forms of 
Authority Relationships 
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ghout the organisation. The quantum of authority is highest at the top and reduces 
:h succes5ive level down the hierarchy. Every person in the organisation is in the 
. chain of command as shown below. The line of authority consists of an 
ermpted series of authority steps and forms a hierarchical arrangement. The line 
hority not only becomes the avenue of command to operating personnel, but also 
Jes the channel of communication, coordination and accountability in the 
prise. 

Board of Directors 
I 

Managing Director 

lnal Manager (Textiles) 

I 

I 
Divisional Manager (Chemicals) 

nt  
nal 
er  
:ting)l 

Assistarlt 
Divisional 
Manager 
(production) , 

Fofeman Foreman Foreman 

r I I 
(Workers) 

I 

s of line organisation: Following are the merits of line organisation: 

is very simple to establish and can be easily understood by the employees. 

here is a clear-cut identification of authority and responsibility relationship. 

ensures better discipline in the enterprise because every individual knows to 
horn he is responsible. 

facilitates prompt decision making because there is definite authority at every 
vel. An executive cannot shift his decision-making to others nor can the blame be 
lifted. 

. facilitates unity of command and thus conforms to the scalar principle of 
rganisation. 

Demerits of line organisation: Following are the demerits of line organisation: 

i) There is concentration of authority at the top. If the top level executives are not 
capable persons, the enterprise will not beauccessful. 

ii) With growth, the line organisation makes the top executiveoverloaded with work. 
iii) There is practically no communication from bottom upward because of 

concentration of authority at the higher levels. If superiors take wrong decision, it 
would be carried out without anybody having the courage to point out its 
deficiencies. 

iv) Line organisation is not suitable in a big organisation because there is lack of 
specialisation. Many jobs create problems of their own which may not be within the 
competence of the superior and require handling by specialists. 

Despite these drawbacks, the line organisation is very popular. Particularly in small 
organisations where there are fewer levels of authority and a small number of 
people. A niodification of this structure is line and staff organisation under which 
specialists are attached to line executives to provide them specialised assistance on 
matters of great importance to the organisation. 

7.7.2 Line and Staff Organisation 
In line and staff organisation, line authority moves down in the same manner as in the 
line organisation, but in addition, specialists (known as 'staff') are attached to line 
managers to advise them on important matters. Those specialists stand ready to advise 
and assist line men as and v~hen required, which enable the line officials to  carry out 
their activities better. The staff officers do not have any power of command in the 

- 

organisation as they are employed only to provide advice to the line officers. Staif 
means a supporting function intended to help the line managers. In most organisations, 
the use of staff can be traced to the need for help in handling details, gathering data fbr 
decisions and offering advice Jn specSc managerial problems. Staff investigates, 
supplies information and makes recdmmendations to managers who take decisions, 
Line and staff structure is shown bdnw. 



Mnnaging Director 

Asstt. Prod Asstt. Prod. 
Mnnnger Manager 

Sales Advertising Chief Cost 
, Manager Manaaer Ac~untant Accountant 

Production I 
Makreting Finance 

Manager Manager Manoger 
Produ. Chief 

~ e r i t s  ofLine and staff organisation: The line and staff organisation has all the benefits 
of line organisations. In addition, it has the following advantages. 

Engineer 
Control 

i) Line managers get the benefit of specialised knowledge of staff specialists. 

1 
Chief Budget 

C - - - Marketing (--, Contropl 
Research 

ii) Many problems that are ignored or poorly handled in line organisation can be 
properlyresolved in the line and staff organisation with the helpof staff specialists: 

iii) Staff specialists relieve the line managers from the botheration of concentrating on 
the specialised functionslike budgetingselection and training, public relations, etc. 

iv) Staff specialists help the line executives in taking better decisions by providing them 
with adequate information of the right type at the right moment and render expert 
advice. 

v) Line and staff organisation is more flexible as compared to the line organisation. 
General staff can be employed to help line managers at the various levels. 

Demerits of line and staff organisation: The biggest drawback from which this form of 
organisation suffers is the conflict between line and staff. The major source of line 
owned staff conflict is the difference in their viewpoints and perception. Conflict arises 
when any of them fails to appreciate the viewpoint of the other. When a conflict between 
line and staff arises both the parties try to explain the causes of conflict in terms oi  
behaviour of the others. The important causes'of line and staff conflict as reported by 
iine men are as follows: 

i) Staff officers encroach upon the line authority. They interfere in the work of line 
managers and try to tell them how to do their work. 

ii) Staff specialists are academicians and are not well acquainted with the practical 
problems of the enterprise. 

iii). Since staff men are not directly accountable for any result, they are generally 
overzealous and recommend a course of action which is not practical. 

iv) Staff men generally fail to view the whole organisation objectively as they are 
specialists in particular areas. 

v) Staff men have the tendency to take credit for the decisions which prove successful . 
and lay the blame on line men in case the decisions do not prove successful. . 

The important causes of line and staff conflict as reported by staff men are discussed 
below: 

i) Line managers generally do not make a proper use of the services of the specialists. 

ii) Sometimes, staff advice is sought only as a last resort as line executives feel that 
asking for the advice is admitting defeat. . . 

iii) Staff specialists lack authority to have' their ideas implemented. This creates 
%-ustration among them. 

iv) Line managers often resist new ideas given by the staff specialists and are sometimes 
not prepared to listen to the arguments of staff specialists. 

Achieving cordial line-staff relationship: In order to achieve cordial relationships 
between the line and the staff people, the following steps should be taken: 

i) The limits of line and staff authority should be laid down clearly. It should be made 
slear that line has the ultimate responsibility for the implementation of various 
decisions and staff is responsible only for providing advice and service to thefine 
executive. 

i )  Line executives should give due consideration to the stae-advice and should state 
reason for not accepting the staff advice. 

~e~artrnentation and Forms of 
Authority Relatlonships . 
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Planning and Organising iii) The staff specialists should try to appreciate the difficulties in implementing new 
ideas. They should not consider it as a prestige issue if sometimes their advice is not 
followed. 

iv) Line and staff people stlould try to understand the orientation of each other. They 
should try to achieve cooperation for the achievement of enterprise objectives. 

Some people argue that the distinction between line and staff is an obsolete concept 
and should be done away with. They argue that it is meaningless to segregate 
organisation activities on the basis of their contribution to the achievement of goals. 
Moreover in recent years, the horizontal and diagonal relationships and work flows 
are gaining greater importance than the vertical relationships represented by the 
line authority. 

Superiority of line and staff organisation over line organisation 

Line and staff organisation structure has gained popularity because certain problems of 
management hwe become so complex that in order to deal with them expert knowledge 
is necessary which can be provided by the staff officers. For instance, personnel 
department is established as a staff department to advise the top executives and other 
line executives on personnel matters. Similarly, accounts, l.iw and publ$ relations 
departments may be set up to advise on problems relating to accounting legalissues and 
public relations. 

7.7.3 Line Organisation Vs. Line and Staff Organisation 

Line Organisation Line and Staff Organisation 

Line refers to those positions which Staff refers to those positions which have 
have the responsibility of achieving the responsibility of providing advise and 
the primary objectives of the service to'the line in attainment of 
organisation. organisational objectives. 
There are no experts to assist and There are experts known as staff to assist 
advise the line officials. and advise the line officials. 
There is no scope of friction between There is always a risk of friction between line 
line and staff. and staff people over their respective roles. 
It is not based upon planned It is based upon planned specialisation. 
specialisation. 
Certain line men become key men as This is not possible in case of line and staff 
they occupy those positions on which org~nisation as staff officials share credit 
the survival of the organisation depends. with line officials. 

7.7.4 Functional Organisation 

Functional authority occupies a mid-way position between line and staff authority. It is 
a means of putting the specialists in top positions throughout the enterprise. It confers 
upon the holder a limited power of command over the people of other departments 
concerning their function. Functianal authority remains confined to functional 
guidance of different departments. It helps in maintaining ability and unifdrnlity of the 
performance of functional areas throughout the organisation. I 

i 
'Under functional organisations various activities of the enterprise are classified 
according to certain functions like production, marketing, finance, personnel, etc. and 
are put under the charge of functional specialists. A functional head directs the 
subordinates in his particular areas. That means the subordinates rec'eive instructions 
not from one superior but from several functional specialists. In other words, the 
subordinates are accountable to different functional specialists for the performance of 
different functions. 

I 
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~t was pew. Taylor who evolved functional organisation for planning and controlling 
manufacturing operations on the basis of specialisation. But, in practice, 
functionalisation is restricted to the top levels of the organisation structure 
and is not carried down to the lowest level in the organisation as recommended by 
Taylor. 

Merits of functional organisation: The merits of functional organisation have been 
discussed below: C 

i) specialisation: Functional organisation helps in achieving the benefits of 
specialisation of work. Every functional incharge is an expert in his area and can 
help the subordinate to perform better in his area. 

ii) Executive development: A functional manager is required to have expertise in one 
fhction only. This makes it easy to develop executive. 

iii) Reduction of work-load: Functional organisation reduces the burden on the top 
executives. There is point supervision in the organisation. And every functional 
incharge looks after his functional area only. 

iv) Scope for expansion: Functional organisation offers a greater scope for expansion 
as compared to line organisation. It does not face the problem of limitedcapabi1it;es 
of a few line managers. 

v) Better control: The expert knowledge of the functional manager also facilitates 
better control and supervision in the organisation. 

Demerits of functional organisation: Functional organisation suffers from the following 
drawbacks: 

i) Double command: Functional organisation violates the principles of unity of 
com'mand since a person is accountable to a number of bosses. 

ii) Complexity: The operation of functional organisation is too complicated to be 
easily understood by the workers. Workers are siipervised by a number of bosses. 
This creates confusion in the organisation. 

iii) Problems of succession: Functional organisation develops specialists rather than 
generalists. This may create problem in succession of top executive positions. 

iv) Limited perspective: A functional manager tends to create boundaries around 
himself and thinks only in terms of his own departments rather than the whole 
entetprise.' This results in loss of overall perspective in dealing with busihess 
problems. 

v) Delay in decision making: There is generalljl lack of coordination among the 
functional executives and delay in decision making when a decision problem 
requires the involvement of more than one specialist. 

7.7.5 Line Organisation Vs, Functional Organisation 

Line Organisation Functional Organisation . 
- 
The line of authority is vertical as it . The line of authority is functional or 
follows the principle of scalar chain. diagonal. The functional manager has 

authority over his function wherever it is 
performed. 

Line managers are generalists. Functional managers are specialists in their 
respective areas. 

There is unity of command. Unity of command is oot'followed as each 
subordinate gets instructions from his 
line boss and the functional bosses. 

There is strict discipline. There is loose discipline. 
It is suitable for small scale operations. It is suitable for large scale operations . 

where experts knowledge in certain 
fields is a must. 
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1 Fill in the blanlts: 

i )  Specialisation shou~d be kept in view but ................... should be avoided 
while choosing the basis of departmentation. 

ii) The . .:... ......... of departments to be created lrlust be clearly laid dowr! to 
minin~ise inter-departmental conflicts. 

iii) Not only technical aspects of the organisation but also ........................... 
factors should be given due attention in  departmentation. 

iv) In the line organisation .................... flow from top to bottom and forms 
a chain of command. 

v) Line and staff conflict is mainly due to difference in their ....................... 

2 Which of the following statements are True and which are False. 

i) Functionalisation is restricted to  the top levels of the organisation structure. 

ii) Departmental heads are given full autonomy to run1 their departmentsas they 
like. 

- 
iii) Different basis may be adopted for departmentation in the same organisation. 

iv) Functional organisation increases the workload of top executives. 

V) Staff specialists do not have authority to implement their ideas. 

7.8 LET US SUM UP 

Departmentation, the process af grouping activities on certain basis, is an important 
element of organisation. It can be done on the basis of function, product, territory, 
customers, process, or  project. But, whatever may be the basis, the depapmentation 
should be directed to promote the attainment of organisational objectives economically 
and efficiently. 

In choosing the basis of departrnentation several factors like specialisation, economy, 
appreciation of key areas, minimum conflicts,,coordination, control and human 
consideration should be kept in mind. 

Departmentation is a means of dividing the large and complex organisation into 
smaller, flexible, administrative units. B~ doing so, the organisation achieves the 
benefit of specialisation, administrative control, fixation of responsibility,freedom or 
autonomy and development of managers. 

Another concept related to organisation is that of the form of authority relationsl~ips 
which lays down the pattern of communication and coordination in the enterprise. 
There are three basic types of forms, viz., line organisation, line and staff organisation 
and functional organisation. Though line and staff are sometimes argued to be obsolete 
concepts, they are still used. , 

There are occasions when the line and staff are in conflict,bcqause of the differences in 
viewpoints and perceptions of the two..Efforts should be made to rninimise the conflict 
in the interest of the organisation. Functional organisation should be restricted to the 

I , top levels of the organisation. 

7.9 KEY WORDS . 

Authority: It denotes certain-rights granted to a position holder in an institution. It  
includes rights to take decisions and get them executed. 

Departmentation: It is the process of grouping activities on certain well defined basis. 

Functional authority: It confers upon the holders a limited power to commaitd over the 
people of other departments concerning their function. 

Line authority: It refers t o  those positions and elements of the organisation, which have 



responsibility and zuthority and are accountable for the accomplishment of primary 
objectives. 

Stfiauthority: Staff refers to those elements which have responsibility and authority 
for ~roviding advise and service to line -in attainment of objectives. 

- 

7.1 0 ANSWERS TO CHECK YOUR PROGRESS 

A) 1 i) ~ a l s e  'ii) False iii) True iv) False, v) True 
2 i) information, ii) costs, iii) territorial, iv) processes, v) coordination. 

B) 1 i) over-specialisation, ii) jurisdiction, iii) human, iv) authority, v) perception/ 
points of view. 

2 i) False, ii) False, iii) True, iv) False, v) True. 

7.11 TERMINAL BUESTIONS 

1 Discuss the meaning and importance of departmentation. 

2, Suggest a scheme of departmentation for a large business enterprise with a field 
network of sales all over the country. Discuss its merits and demerits. 

3: Distinguish between product departmentation and process departmentation. 
Outline the respective advantages of the two. 

4 What are the benefits derived from departnientation of activities? Discuss. 

5 What are the factors which has to be considered while selecting a suitable bases of 
departmentation? 

6 The chief executive of a large manufacturing enterprise is upset over frequent 
conflicts between the production department and the personnel department. The 
enterprise is organised on line and staff pattern. What can be the possible causes of 
this conflict and what steps can be taken ts reduce and overcome it ? 

7 Compare line, functional and line and staff organisation. Which of these will be 
appropriate for a large manufacturing enterprise? 

., 
Note: Thesequestions will help you to understand the unit better. Try to wrhanswers 

for them. But, do not submit your answers to the university. 'These are for your 
practice only. 

\ 
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8.0 OBJECTIVES 
After studying this unit you should be able to: 

0 explain the concept and process of delegation of authority and i~nportance of 
delegation 

0 describe the principles of delegation 

e identify the barriers to delegation and suggest how to make delegation effective 

e analyse the implications of centralisation and decentralisation and differentiate 
between delegation and decentralisation 

w appreciate the merits and demerits of decentralisation 

o describe the factors determining the extent of decentralisation of authorit$ in an 
organisation. 

---- 
8.11 INTRODUCTION 

Delegation is one of the important requirements of successful management. Delegation .. 
is a concept as well as a process. As a concept, it refers to manager's sharing of work 
with his subordinates. However, the manager's sharing of the burden oC his work with 
subordinates is different from division of labour It is also different from the routine of 
giving order. The special kind of work shaiing in delegation involves planning, 
assessmetlt of subordinates, interpersonal communication and relationship of trust 
between the manager and his subordinates. In this unit we shall discuss the meaning and 
process of delegation, its importance, thz priuciples of delegation, and haw delegation 
can be made effective. You will also learn the concepts of centralisation and 
decentralisation of authority. the difference between delegation and decentralisation, 
and the merits and limitations of decentralisation. 

- 
8.2 DELEGATION 

In any orgadsation na  individual can perform all duties and accomplish all tasks by 
himself. It is physically impossible for a single individual to look after the affairs of a 

-Targe'business. His skill lies in his ability to get things done through others. As an 
organisation grows in size and the manager's job increases beyond his personal capacity, 
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his success lies in his ability to multiply himself by training Gs subordinateb and sharing 
his authorityand responsibility with them. The only way he can achieve more is through 
delegation -through dividing his work load and sharing responsibilities with others. 
~ h u s ,  the sharing of power or authority with another for the performance of certain 
tasks and duties is known as delegation. 

TO delegate means to grant or confer; hence the manager who delegates grants or 
' confers (authority) on others (subordinates) to accomplish certain duties in the form of 
work. 

According to 0. Jeff. Harris it is an authorisation to a subordinate manager to act in a* 
iertain manner independently. The delegation of authority is the delivery by one 
individual to another of the right to act, to make decisions, to acquire resources and to 

other tasks in order to fulfil job responsibilities. 

L.A. Allen has defined delegation as the entrustment of a part of the work, or 
' 

responsibility and authority to another, and the creation of accountability for 
performance. Responsibility is the work assigned to a position. Authority is the sum of 
powers and rights entrusted to make possible the performance of the work delegated. 
Accountability is the obligation to carry out responsibility and exercise authority in 
terms of performance standards established. It is the obligation of an individual to 
render an account of the fulfilment of his responsibilities to the boss to whom he reports. 

8.2.1 Delegstioll of Authority 

Just as no one person in an enterprise can do all the tasks necessary for accomplishment 
of goals so it is impossible, as an enterprise grows, for one person to exercise all the 
authority for making decisions. As was discussed in Unit 6, there is a limit to the number 
of persons. managers can effectively supervise and for whom they can make decisions. 
Once this limit is passed, authority must be delegated to subordinates, who will make 
decisions within the area of their assigned duties. 

Then the question is how authority is delegated when decision-making powei is vested 
in a subordinate by his superior. Clearly, superiors cannot delegate authority they do 
not have. It is equally clear that superiors cannot delegate all their authority without, 
in effect, transferring their position to their subordinates. The entire process of 
delegatipn involves four steps. They are 

1 The determination of results expected from persons in a position ; 
2 The assignment of tasks to persons; 
3 The delegation of authority for accomplishing these tasks; 
4 The holding of people responsible for the accoinplishment of these tasks. 

Thus, delegation is the process that a manager follows in dividing the work assigned to 
him so that he performs that part, which because of his position he can perform . 
effectively. 

But there is a difference between delegation and work assignment. Delegation 
constitutes a master agent relationship while work assignment constitutes master 
servant relationship. An employee's work assignment may be reflected in his job 
description while delegated duties may not form the part of the employee's normal 
duties. 

! 

Delegation is legitimate authorisation to a manager or employee to act in specified 
ways. It enables him to function independently without reference to the supervisor but 
within the limits set by the supervisor and the normal framework of organisational 
objectives, policies, rules and procedures. 

From the above discussion, it is clear that delegation involves; a) entrustment of work 
to another for performance b) grant of power, right or authority to be exercised to 
perform the work, c) creation of an obligation on the part of the person accepting 
delegation. 

8.2.2 Elements of Delegation 
There are three distinct elements of delegation: a) assignment ~f task or duties, 
b) conferment of powers or authority, and c) creation of obligation, responsibility or 
accountability. 

Planning and Organising 



Plannitlg and Organising a) Assignment of task or duties: In the first step, the delegator (superior) assigns duties 
to delegatee (subordinate). While assigning the duties, the delegator must be clear 
in his mind as to what tasks he should assign to subordinates. Thus, the work or task 
to be assigned is identified and clearly defined before it is assigned. For example, 
when a sales manager asks his subordinate to set up a divisional sales office, he must 
explain clearly the objectives, the sales territory, etc. 

b) Conferment of power of authority: Granting of authority is the second step in 
delegation. Authority may be defined as the powers and rights granted to another 
to perform the delegated work. These powers may include the authority to acquire 
necessary resources for the performance of the assighed work. Without adequate 
authority, the subordinate (delegatee) cannot be expected to perform his task or 
duties. For example, in the above case when the sales manager asks his subordinate 
to set lip a divisional office he has to give him the right to procure and use necessary 
resources. 

'c) Accountability: Once the duties are assigned and authority is given to a subordinate, 
the delegator creates an obligation/accountability to perform the tasks. The 
obligation to carry out the task and bear responsibilitiin terms of the standards 
established and specified is known as accountability. Thus, accountability is the 
'obligation of an individual to render 1 an account of the fdfilrnent of his 
responsibilities to the principal to whon he reports. The subordinate is always 
answerable to the superior for the task assigned to him..Me cannot shift his 
'responsibility to anyone else, that is accountability is fixedto the position. Thus, the 
superior can control the performance of his subordinate through accountability. The 
delegatee is accountable to his delegatorthrough reports, meetings and evaluation. 

I Which of the following statements are True or False? 

i) Delegation takes place when one person gives another a free hand to perform 
all types of work on his behalf with no responsibility. 

ii) The purpose of delegation is to share work with another, which means division 
of work. 

iii) Delegation involves entrustment of work, grant of authority and creation of 
obligation. 

iv) 'A manager can control the performance of his subordinate through his 
accountability. 

v) Delegated duties are always a part of the subordinate's norrnal duties. 

2 Fill in the blanks choosing the appropriate word from those givkn within brackets. 

i) Delegation constitutes a .......................... relationship (master-servant1 
master-agenttmaster-worker) 

ii) As a process, delegation implies the transfer of a portion of superior's 
................................ to his subordinate (activities/authoritylobligation) 

iii) The obligation to carryout the delegated task in terms of specified standards 
in known as ........................................ (responsibilitylaaountability) 

iv) Accountability is fixed to the ........................ (person/position/superior) 

....................... v) The delegatee must function within the limits set by the .. 
Cjob description/superior/subordinate) 

8.2.3 Principles of Delegation 

Delegation is one cf the most important elements in the organising process. It is through 
delegation that interrelationships are created in any organisation. There are certain 
principles which may be followed as guidelines for effective delegation. These 
principles are: 

Principle of delegation by results: Th? purpose of delegation is to get work done through 
another more effectively and efficiently than it may be accomplished by the delegator 
himself in a given situation. It is, therefore, essential that the assignment of task or duty 
anhthe entrustment of authority should be done keeping in view the results expected. 
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Delegation by result implies that goals have already been set and properly Delegation and ~cccntrallsation 

communicated to the delegatee and understood by him and that the job assignedfits the 
objectives. 

principles of competence: The person selected as a delegatee should be competent for 
the task assinged to him. 

principle of trust and confidence: It is necessaty that there is an atmosphere of trust and 
in the organisation as a whole and that there is a feeling of trust between the 

delegator and the delegatee. The delegatee should enjoy mental freedom in his work. 
He would be able to use his initiative and drive in work if he is mentally free. 

Principle of parity between authority and responsibility: Authority delegated should be 
adequate in relation to the responsibility. It is logical that the respolisibility for actions 
cannot be greater than the authority delegated, nor should it be less. 

Principle of unity of command: The principle of unity of command describes the 
authority-responsibility relationships. The principle stresses that each subordinate 
should have only one ,boss to whom he should be accountable to avoid confusion and 
conflict. In delegation, it is assumed that the right of discretion over aparticular activity 
will flow from a single superior to a subordinate. 

Principle of absolute responsibility: Responsibility is an obligation which can neither be 
delegated nor be temporarily shifted. No superior can escape the responsibility for the 
activities of his subordinates through delegation, because it is the superior who has 
delegated the authority and has assigned duties. Similarly, the responsibility of the 
subordinate to his superior for performance of the delegated duties is absolute and 
cannot be shifted. 

Principle of adequate communication: There should be free flow of information 
between superior and subordinate to enable the latter take decisions and interpret 
correctly the nature of the task to be completed with the nature and degree of authority 
vested in'him. 

Principle of effective control: As the delegaior delegates his authority but ndt the 
responsibility, he sl~ould ensure that the authority delegated is properly used. 

Principle of reward: Effective delegation and proper exercise of authority should be 
rewarded. A rational rewarded system of reward would act as an incentive to 
subordinates to willingly take the responsibility and assume authority and also create a 
healthy environment within the organisation. 

Principle of receptiveness: Delegation needs and it also creates .an understanding 
between the superior and subordinate. Decision-making involves some discretion. This 
means that no two decisions or two persons can exactly be the same. It  is therefore 
necessary that the superior who delegates authority accommodates the ideas of his 
subordinates. 

8.2.4 Importance of Delegation 

Delegation of authority is one of the most impor ta~l~  element in the process of 
organisation. Organisations are characterised by a network of activities and roles. 
Delegation is the process through which the :interrelationships are created among 
individuals in their different roles in the organisation. 

Delegation is necessary because it is physically impossible for a single man to look after 
the affairs of a large organisation. The success of a manager lies in his ability to multiply 
himself through other people. The organisations of today are not only large but also 
complexin character. No manager can claim to have all the skills and expertise to 
perform all the diverse kinds of jobs. Again, large scale business activities are not 
confined to one place. It may have several branches and units at several places. 
Delegation becomes a necessity for running these branches. 

An organisation is a continuity. Managers may go and come but the organisation 
continues. Delegation provides continuity of operations in the organisation. me 
process of delegation helps managerial development in an organisation. 

Thus, delegation is important for any organisation because it reduces the burden of the 
manager and leaves him free to look after important matters of the organisation. It  is a 



Planning and Organising 
' 

method by which subordinates can be developed and trained to take up higher 
responsibilities. It provides continuity to the organisation and creates a healthy 
organisational climate by creating better understanding among the employees. 

Check Your Progress 101 

1 Fill in the blanks with appropriate words from those given within brackets: 

..................... i) Delegation by result implies that goals have been properly 
(assignedlcommunicated/discussed) 

........................ ii) Responsibility can be neither delegated nor shifted. It is 
(fixedlabsolutelrigid) 

iii) Subordinates often avoid responsibility due to fear of ............................ 
(penaltylcriticism for imistakesldischarge) 

iv) Subordinates should be ............................. to accept delegation (forced/ 
orderedltrnined) 

v) Managers are reluctant to delegate when they have no confidence in the 
of subordinates (moralitylsense of responsibility1 ................................. 

integrity) 

2 Which of the following statements are True or False? 

i) The responsibility of the delegatee cannot be greater than the authority 
delegated to him. 

ii) Delegation is not possible if the managers are younger than the subordinates. 
iii) Delegation provides continuity of operations in the orgnnisation. 

iv) Objectives have nothing to do with the effectiveness of delegation: 

v) For effective delegation managers must have trust in their subordinates, 

8.2.5 Barriers to Effective Delegation 

The problem of delegation is essentially one ofhuman leadership. 'Delegation is not 
only a technique of management; it is a part of the attitude of business itself.' As such 
what is necessary is the atmosphere of giving and taking responsibility in the 
organisation. This is possible by creating an atmosphere of mutual trust and confidence. 
The reluctance of the superior to delegate and the reluctance or  avoidance of the 
subordinates to accept delegation are the major barriers to delegation which are 
discussed below. 

Why are managers reluctant to delegate 
Managers are sometimes reluctant to delegate authority due to the following reasons: 

1 Lack of confidence in the capability of subordinates: A manager may not have 
confidence in the capability and competence of subordinates. We may consider that 
he can do the job better than his subordinates. 

2 Lack of confidence in the subordinate's sense of responsibility: The manager's lack of 
confidence in the sense of responsibility of subordinates may also stand in the way 
of delegation of authority to others. 

3 Fear of loss of power: Ma~agers  who feel insecure and fear that if the subordinates 
perform well they may lose their power, are usually reluctant to delegate. 

4- Lack of self confidence: Some managers may lack self-confidence or may be too 
conscious of their ownincompetence, and therefore, reluctant to delegate authority. 
This is true in organisations where professional management is lacking. 

Why subordinates avoid delegation ? 
subordinates are also found to avoid delegation under certain circumstances discussed 
as below: 
1 Reluctance to bear responsibility: Researches have shown that many subordinates 

prefer controlled existence with minimum responsibility. Such employees are 
unwilling to accept responsibility which goes with delegation of authority. 

2, Fear of criticism: Another factor which prompts subordinates to avoid responsibility 
is the fear of criticism for inefficiency or mistakes. 
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' for fear of inadequacy of necessary resources for completion of the task and 
uncooperative attitude of the delegator. 

4 ~~~k of motivation: In many cases, the organisational climate is not motivating 
enough. It prevents subordinates in accepting responsibility. Some studies 
undertaken in India show that delegator's love for authority, tqe tendency on the 
part of the superiors to hold back information needed by subordinates and 
delegators' lack of confidence in the subordinate are importany reasons for the 
reluctance of the subordinate in taking up delegated tasks. 

8.2.6 Means of Effective Delegation 
Effectiveness of delegation is governed largely by the general attitude of business which 
depends on various factors, like management policies, organisational culture, 
professional outlook and willingness on the part of key managers to delegate authority 
and the willingness as well as competence of the subordinates to accept delegation. The 
studies undertaken have shown that poor or inept delegation is one of the most 
prominent causes for the lack of delegation or failure of delegation. For effective 
delegation, the following measures may be taken. 

1 Improvement in the organisational climate and general management policies: The 
organisational climate depends on several factors, the most important of which is 
the general attitude of the key managers and the ovelall personnel policy of the 
organisation. A forward looking, progressive organisation believes in the 
development of its people and as such throws open more and more opportunities for 
the younger managers to develop. 

2' Trust in subordinates: If the key managers create an atmosphere of trust and repose 
their confidence in the subordinates, the subordinates will be motivated to take 
responsibilities. Once trust prevails, the feeling of fear disappears. 

3. Establish clear objedtives: Effective delegation depends on clarity of objectives. The 
delegatee should clearly know what he has to achieve. 

4 Define responsibility and authority: The delegatee should know the degree of 
authority he enjoys to perform the job, and its adequacy in relation to his 
responsibilities. 

5 Motivate subordinates: Motivation is the moving force in delegation. About the best 
leader, the Chinese philosopher Lao-tzu said "when their task is accomplished, 
their work done, the people feel 'we have done this ourselves'." It is difficult to say 
what would motivate-people. The true motivation is internal. What clicks in 
motivating an individual is not easy to know. Yet it is for the superior to know as to 
what the urgent needs of their subordinates are. Research studies have shown that 
group recognition and group cohesiveness encourage participative management. 
The introduction of participative management in the organisation must be 
encouraged at all levels - lower, middle and top levels. 

6 Improve communication: Communication is an effective tool for promoting better 
understanding and improving the organisational climate. There should be a free 
flow of information about the policies and programmes of the organisation. 

7 Provide necessary training: Subordinates should be trained to accept delegation and 
the manager should master the skill of delegation. 

8 Establish adequate controls: Effective delegation requires a system of controls to 
free the manager from routine inspections and yet enable him to maintain 
accountability. 

8.3 DECENTMUSATION 

Delegation of authority is closely related to the concepts of centralisation and 
decentralisation of authority. 
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Centralisation 
Centralisation is the reservation or withholding of authority by individual managers 
within the organisation. According to Henry Fayol, 'everything that goes to increase 
the importance of the subordinates' I role is decentralisation, everything which goes to 
reduce it is centralisation.' In centralisation little delegation of authority is the rule; 
power and discretion are concentrated in a few executives. Control and decision- 
making reside at the top levels of management. However, absolute centralisation is 
untenable because it would mean that subordinates have no duties, power or authority. 

Centralisation may be essential in small organisations to survive in a highly competitive 
world. But as the organisation becomes mdre complex in terms of increasing size, 
interdependence of work-flow, complexity of tasks and spatial physical barriers within 
and among groups, a function requisite for efficiency is to move decision-making centres 
to the operating level. Thus, the larger the size of an organisation, the more urgent is 
the need for decentralisation. This does not mean that decentralisation is good and 
centralisation is bad. 

Decentralisation 
Decentralisation is the systematic effort to delegate to the lowest'levels all authority 
except thatwhich can b? exercised at central points. It is the pushing down of authority 
and power of decision-making to the lower levels of organisation. The centres of 
decision-making are dispersed throughout the organisation. The essence of 
decentralisation is the transference of authority from a higher level to a lower level. It 
is a fundamental principle of democratic management where each individual is 
respected for his inherent worth, and constitution. 

As you know, decentralisation is a correlate of delegation; to the extent that authority 
is not delegated, it is centralised. Absolute centralisation decreases the role of 
subordinate managers which in turn erlcou-ages decentralisation. Absolute 
decentralisation is also not possible because managers cannot delegate all their 
authority. If he does so, his status as manager would cease and his position would be 
eliminated. The degree of centralisation and decentralisation is shown in Figure 8.1 

Figure 8.1 Degree of Centralisation and Decentrallsation 

Complete 
Centralisation 

I 

Complete 
Decentralisation 

-1 

8.3.1 Distinction between Delegation of Authority and Decentralisation 

Although decentralisation is closely related to delegation, there are some 
differences between decentralisatioll and delegation which are discussed below. 

1 Delegation is a process of systematic transfer of authority while decentralisation is 
the end result of planned delegation. 

2 Delegation refers to the transfer of authority from one individual to another. 
Decentralisation refers to the systematic delegation of authority to all units in an 
organisation-wide context. 

3 Delegation can take place'from one person to another and be a complete process. 
But decentralisation is complete only whenthe fullest possible delegation is made to 
all or to most of the people. 

4 Delegation is between a superior and.a subordinate while decentralisation is. 
company-wide delegation as between top management and divisions or  
departments. 

5 Delegation i s  necessary for effective matiagement because no individual manager 
can afford to look after everything. But decentralisation is optional, necessitated by 
the growth of the organisation. 
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6)  In delegation, operational control is exercised by the delegatee but in 
decentralisation, the overall control is by the top management. 

8.3.2 Merits and Limitations of Decentrdisation 
centralisation and decentralisation are extensions of delegation. The belief that 
complete decentralisation is always desirable is fallacious. Equally fallacious is the 
belief that complete centralisation is good. The merits and limitatiolls of 
decentralisatiOn are discussed below. 

1 Facilitates growing and complex urganisation : Centralisation of authority may be 
desirable under certain special circum~tances to  accomplish specific results or when 
the company is small. But when organisation grows in size and becomes complex, 
even a hardcore autocratic manager is forced to delegate some authority and bring 
about decentralisation. 

2 Reduces the hurden of executives: Decentralisation is always preferable when an 
organisation has grown in size and complexity, and there is a need to reduce the 
burden of the top executives. 

3 Facilitates diversification: Decelltralisatioll is required when business needs to be 
expanded by diversifying its activities or product lines. 

4 Quick decision making: Decentralisation facilitates consultative as well as quick 
decision-making at the action point. This promotes interaction among the different 
functionaries giving them an opportunity for self development and training and 
stimulating them to put in their best effort in the growth and development of the 
organisation as whole. 

Limitations 

1 Leads to disintegration: Extreme decentralisation, however, is a cure. It may lead 
to looseness and also ultimately to the disintegration of the organisation. It may 
bring about the diseconomy of scale with the increase in the overhead expenses of 
each decentralised unit. The duplication in functions may further add to the total 
cost. 

2 Does not suit specialised services: For spccialised services like accounting personnel, 
research and development etc., decentralisation is unwarranted.  oreo over, there 
are certain areas of control and responsibility like setting up overall organisational 
objectives, long-term planning, formulation of policy, capital investment etc. which 
need to be under central control only. 

3 Conflict: Decentralisation puts increased pressute on divisional heads to realise 
profits at any cost. This encourages the managers to become department conscious. 
Sometimes the top management deliberately encourages competition between 
different departments to increase the profitability. This competition results in bitter 

. inter-divisional rivalries and conflict. 

Thus'ncither extreme centralisation nor decentralisation is desirable, What is 
required is a golden means - a balance between centralisation and decentralisation. 
The question before managers, therefore is, not whether an organisation should be 
decentralised but to what extent it should remain centralised. 

8.3.3 Factors Determining the Degree of Decentralisation 
Decentralisation helps in achieving the organisational objectives more efficiently. 
Following factors are usually considered in determining the degree of decentralisation. 

1 Size of operations: As an organisation grows in size and complexity, need for 
decentralisation tends to increase, More decisions are taken at different places and 
coordination of a large number of departments becomes difficult. Thus as the size 
increases, decentralisation becomes inevitable. 

2 Cost and risks of hecision-making: As the organisation grows in size the decisions 
involving heavy costs also multiply. With decentralisation of authority the high cost 
and high-risk decisions may be taken at the top level but routine decisions can be  

. Delegation nnd Decentralisar~on 



Planning and Organlsing taken at lower levels. "Thus decentralisation helps and quickens decisiod-making 
process. 

3 Top management philosophy: The attitude of top executives and their philosophy 
have an important influence on the extent to which authority is decentralised. 

4 Availability of managerial resources: The extent of decentralisation is limited to the 
extent of availability of trained and competent managerial personnel. 

5 Environmental influence: The most important environmental forces affecting the 
degree of decentralisation are: Government controls, tax policies, and unionism. 

For example where prices of a product are controlled, the sales manager's freedom is 
curtailed. Similarly, labour legislations and the decisions of worker's unions may limit 
the authority of managers. 

1 i!'t~ich sf the folloavlnfi st;ttertlerits arc 'Tr~lc or Y-'ulsel? 

... . . . . .  
!11) [5e<entri.liiszrion :i,:,.n$:a!~r>:y is no: good for large ~rganis::tiokls. 
iv) Centralisation of authority is bad under all circsantstani:c~. 

v) Delegation. is izot possil?!a in all units of an organisation. 

2 Fill in the blanks 

............................. i) Decentralisation is the or planned delegation in the 
organisation-wide context, 

....................... ii) Centralisation may be desirable when the organisation is 
iii) When business needs expansion by diversifying the product line, the 

organisation should be ........................... 
iv) As ...................... of a business increases centralisation is not preferable. 
v) For specialised services like accounting ......................... is unwarranted. 

8.4 LET US SUM UP 

Delegation may be defined as assigning formal authority and responsibility to another 
person for the performance of certain activities. As a process it is followed by managers 
in dividing up work with subordinates by entrusting a part of their duty and assigning 
them the necessary authority to accomplishit. Delegation involves entrustment of duties 
and responsibilities, assignment of authority and creation of' accountability. 

Delegation facilitates effective utilisation of resources, relieves top executives of their 
extra work-load, improves decision-making and encourages initiative and self- 
'development. 

The superior executives are often,reluctant to delegate and thesubordipates hesitate to 
take responsibility. These constitute barriers to effective delegation. 

Managers may be reluctant to delegate authority d d  to:lack of confidence in the 
capability of subordinate's or in thesubordinate's sense of responsibility, fear of loss of 
power, or lack of self-confidence. Subordinates'aiebften reluctant to accept delegation 
on account'of their preference to avoid responsibility, fear of criticism for mistakes or 
inefficiency, inadequacy of resources, and lack of motivation. 

Effective delegation can be possible by improving the organisational climate, creating 
an atmosphere of trust in the subordinates, establishing clear objectives, precisely 
defining authority and responsibility, motivating the subordinates to accept delegation, 
improving communication, providing necessary training, and establishing adequate 
a golden mean - a balance between the two. - 

Centralisation is the withholding or reservation of authority by individual managers 



within an organisation. Decentralisation refers to the systematic delegation of authority Delegation and Uccentralisatioll 

to all units in an organisation-wide context. It is complete only when the fullest possible 
delegation is made to all or most of the people lower down the level in an organisation. 

centralisation of authority may be desirable under special circumstances to accomplish 
specific results or when the company is small in size. Decentralisation is always 
 referable when an organ!.-ation has grown in size and complexity arid there is a need 
to reduce the burden of the top executives. 

Delegation is closely related to decentralisation. Delegation leads to decentralisation. 
The degree of decentralisation in any organisation is determined by several factors like 
the size of organisation, the rate of growth and the nature of organisation. It is 
influenced by the management philosophy and the environment in which an 
organisation operates. Whatever may be the size of the organisation there is nothing 
like a complete centralisation or complete decentralisation in an organisation: Neither 
complete centralisation nor complete decentralisation is desirable. What is required is 
a golden mean-a balance between the two. 

8.5 KEY WORDS ' 

Absoluteness of responsibility: The principle that responsibility can neither be delegated 
nor shifted to another person. 

Accountability: Subordinate's responsibility to account for the performance of the task 
delegated to him. 

Chain of command: Superior-subordinate relationship in an organisation which follows . 
a hierarchical order of ranks from top to bottom. 

Centralisation: The systematic and consistent reservation of authority to make major 
policy decisions at one or a very few central points within the organisation. 

Decentralisation: Systematic delegation of authority pushing down the decision-making 
process to lower levels in the organisation. 

Delegation: The act of assigning formal authority and responsibility to a subordinate for 
the achievement of specific objectives. 

Parity of authority and responsibility: The principle that grant of authority should be'at 
par with the responsibility of the delegatee. 

Responsibility: The obligation owed by subordinates to their superiors for exercising , 
authority delegated to them to  accomplish a given task. 

Unity of command: The principle of each subordinate being responsible to only one 
superior. 

8.6 ANSWERS TO CHECK YOUR PROGRESS 

A) 1) i) False ii) False iii) True iv) True v) False 

2) i) master-agent ii) authority iii) accountability, iv) position v) superior. 

B) 1) i) Communicated ii) absolute iii) criticism for mistakes iv) trained v) sense of . 
responsibility. 

2) i) True ii) False Gi) True iv) False v) True 

C )  1) i) True ii) True iii) False iv) False v) False 
2) i) end result ii) small iii) decentralised iv) size v) decentralisation. 

8.7 TERMINAL QUESTIONS 

1 Define delegation. What are the elements of delegation? 

2 Discuss the principles of delegation of authority. 



Planning and 0rgal:ising 3 What are the barriers to effective delegation? HOW can they be overcome? 

4 Distinguish between delegation and decentralisation. 

5 What do you understand by the terms centralisation and decentralisation? What are 
the advantages of decentralisation? 

6 Extreme decentialisation is as bad as extreme centralisation. Discuss. 

7 What are the factors that determine the degree of decentralisation of authorityin an 
organisation? 

8, What is the importance of delegation of authority? How is it related to 
decentralisation of authority? 

--,-- - 
you to onderstawcl the unit better. Try to write answers 
]nit your arlswers to the university. These are for your 1 

I practice: only. I 
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9.0 OBJECTIVES 

After studying this unit, you should be able to: 

explai  the meaning and importance of staff3ng function 

.o describe the process of staffing 

e explain the concept and steps human resource planning 

0 des'cribe different sources of recruitment . 

explain different steps in the selection process 

,describe the purpose and methods of training 

explain different management development programmes. . a 

9.31 INTRODUCTION . ._ 
> 

In unit 7, you have learnt how managers perform their function of organking and how the 
structure of an organisation is designed. Once the most suitable structure of activities and 
job positions are shaped, efforts should be made to find out and hire the right type of 
individuals to fill in the various job positions. This managerial function is known as 
Staffing. 

- In thislunit, you will learn the meaning and importance of staffing, major staffing activities 
such as human resource planning, recruitment, selection, placement and orientation and 
6eaining and development. 

9.2 MEANING OF STAFFING 

"Staffingw may be defined as the managerial function of employing and developing human 
resources for carrying out the various mwgerial and non-managerial wdvities in the 



Stalling and Directing organisation. The function is concerned with attracting, acquiring and activating the human 
resources for achieving organisational goals. Staffing also involves upgrading the quality 
and usefulness of members of the organisation with a view to get higher performance from 
them. 

The staffing function includes such activities as manpower or human resources planning, 
' 

recruitment, selection, placement, training and development, remuneration, 
I performance appraisal, promotion, transfers and so on. In many organisations, most of 

the above activities are handled by the personnel management or human resources 
management department. The basic responsibility for staffing decisions and initiatives is that 
of line managers. However, the personnel management department provides the needed 
expert advisory services to line managers in order to enable them to do their function more 
effectively. Often, the personnel management depa~ment also handles the administrative 
aspects of staffing. 

Staffing is a continuous function of managers. This is because the organisation's need to 
retain and maintain its personnel is a never-ending process. Managers have to keep a regular 
watch on the size and composition of personnel needed by the organisation. They have also 
to take care of the staffing needs as the organisation expands its activities and as new 
departments and work units are added. The on-going nature of the staffing function is self- 
evident to the extent that the nurturing and development of people is a constant concern of 
managers. Also, at any point of time, some people will be leaving, retiring, getting 
promotions or transferred. The vacancies thus caused have to be filled up. 

9.3 IMPORTANCE OF THE STAFFING FUNCTION 

The importance of the staffing function stems from its relationship with other functions, 
without people or personnel, organisations are empty entities which cannot move a bit in the 
achievement of their objectives. ~ h k  function of planning, organising, direction and control 
become non-starters without managers and other members of the organisation. The 
effectiveness of the other managerial functions depends on the efficiency with which 
staffing function is done. n organisation which is in a position lo hire, retain and develop f the right quality of people ill bain a position to take full advantage of opportunities of 
growth and verification. ~nhr~anisa t ion  is strong to the extent that its members are strong 
in their abilities, skills and efforts to do things and to get things done. 

It'is a well recognised fact that all the physical, financial and other resources of the 
organisation have to be e

ffi

ciently allocated and utilised by the managers and others who . 
form part of its staff. Indeed, human resources of an organisation are its most valuable assets 
and give it a distinct advantage over other organisations. 

The staffing function takes care of the need for building a sound organisation. Organisations I 
greatly differ in the quality and competence of their members. This reality is to be traced to I 

the swing  function. It is the staffing function which injects life w d  action into the 
organisation and makes its functioning possible. 

1 
I 

' I  
Some organisations may somehow be able to attract right plent be~ause of such factors as 
high remuneration, perquisites, security of tenure and so on. But the talent so attracted has to - be properly 'preserved and developed through the staffing function. Otherwise, human assets 

" 

will turn into liabilities and burdens on the organisation. 

The Staffing Process : Just like the other managerial functions, the function of staffhg may 
also be viebed as a process consisting of certain well recognised activities. These activities 
(also called elements) include human resource planning, recruitment, selection, placement, 
ahhrientation, training and development, promotions and transfers, remuneration, 
performance evaluation and so on, All these elements, when arranged sequentially may be 
regarded as the steps or phases of the staffing process. 

We shall now discuss the major steps one by one. 

~htiik Your Progreaa A 
1 Whiah of the falltrwitrg IrWements fire Trua and which u-e False. 

1) 8 ~ M n g  maans recttlitmcsnt, saleotion md plaosment of saff. 
I 

f 

I 
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ii) Staffills decisions are time responsibility of line managers. 
iii) All staffil~g lactivities are carried out in thc personnel illanagement division. 
iv) The staffillg prbces:; im~vaslves a number of sequential activities. 
V) Staffing is a one time h~nction. 

, Staffing 

\ 

2 Fill in the blanks. 
...................... i) Personnel Managem,ent Department provides to line managers. 

........................ ii) m e  staffing function takes care of the need for building a sound 
organisation. 

....... ................ iii) The human resoutces of an organisation are its most valuable : 
......................... iv) Staffing is a function of managers. 

V) The staffing function is cb~mcerned with ........................ and ......................... human 
resources. 

- 

9.4 HUMAN RESOURCE PLANNING #. - 
The first m'ajor element of the staffing function is human resource planning. It is concerned 
with the determination of the size and composition of personnel needed by the 
organisation over a specific future period. Planning For human resource requirements is 
also ~oncerned~with fakulation of relevant policies, strategies and programmes for meeting 
such requirements in an efficient manner. 

m e  objective of human.resourde planning is to ensure that the organisation gains full 
freedom and control'o~kr the'size and quality of its personnel requirements on a continuous 
basis. Human resource planning provides a sound basis for making timely managerial 
decisibns on hiring the various citegories of personnel - skilled, unskilled, technical, 

' 

clericat, administrative and professidnal needed at various levels of the organisation. It 
clears the way for the subsequent staffing functions of recruitment, selection, training, 
,promotion and so on.Planning for human.,resource requirements also aids'in formulation of 

. . 
; action plans to optimise the contribution and satisfaction of the organisation's work force. It 

also keeps the investment and expenditure on staff at a reasonable level, The organisation is 
dso'dikely to be free fromdituations of surpluses and shortages of staff at any point of time. 

' Iri short, [he objectives of human rFFource planning may be listed below: 
. .' .. 

'i) It helps iri.b6t4ning and retaining the qu;lity and quantity of manpower. 

ii) It ensures the best use of manpow& reso;rces. 
# ,  

D 

iii) It helps in ahticipating the problems arising frqm potential sbrpluses or deficits of 
manpower. .C :; . .' 

r' ' 

;.,;41 ' 

Human resource planning involves several a~tivities: The management has to prepare a 
comprehensive account of the current size and composition of its personnel - their 
positions, qualifications, skills, experience, age and so on. Such an account of the present 
status of the personnel provides the basis for forecasting the future human resources 
requirements. The organisation has to take a close look at its.future plans of expansion, 
possible changes in the technology of operations, and reforms contemplated in the 
organisational structure. All these give a partial idea of the future htiman resources needs. It 
will also have to make rough estimates and assumptions about the likely turnover of 
employees and workers, likely retirement and termination of services normal course, 
and so on. Projections are to be made about the likely promotions and tranKfers of its present 
personnel. The end-product of all these activities is a tentative plan of the intentions of the 
organisation about its manpower requirement. It is true that the plan so devised is to be 
implemented keeping i,n view the behaviocof employment market and other external 
factors as relevant to thk organisation. 

Steps in Human Resource Planning 

Human resource plann?ng consists of four basic steps listed as below: 

i) Determination of organisational objectives. 

ii) ~e t ek ina t ion  of the skills and expertise required?; achieve h e  or 
departmental objectives, 



. 
StaMng and Directing iii) Determination of the additional human resource requirements in the light of the 

! organisation's current human resources. 
.. - 

iv) Developing action plans to meet anticipated human resource needs. 

As a part of human resource planning, the organisation has also to do job analysis to 
determine the qualifications, skills, experience an4 expertise required for major categories of 
jobs. Iri short, job analysis includes: (i) identification 'of each j ~ b  in terms of duties and 
responsibilities; (ii) determination of the nature of work and work conditions, and 
(iii)-determination of the requirements as to abilities and skills that are prescribed for the 
persons holding it. 

Thus, there are two major aspects of job analysis as discussed below. 

1 Job description refers to a narration of the activities and duties to be performed in a job, 
the relationship of the job with other jobs, the equipment and tools involved, the nature of 
supervision, working conditions and hazards of the job and so on. All major categories of 
jobs have to be described clearly and comprehensively in order to determine the 
qualifications and skills required. 

2 Job specification is a statement of the minimum levels of qualifications, skills, physical 
and other abilities, experience, judgement and attributes required for performing a job 
well. It sets forth the qualities required for performing the job. 

Job description and job kpecification are useful in recruitment and selection of employees so 
as to find the right persons for the jobs. They are &so useful to establish proper wage and 
salary structure and to provide proper orientation and training for new employees. 

I 

9.5 RECRUITMENT 

After determining of the requirements of staff, the next step is recruifhent. Recruitment is 
the process of searching for and securing applicants for the various job positions which 
arise from time to time in the organisation. For this purpose, the organisdon is to locate 
the sources and availability of prospective candidates and publicise the specific personnel 
needs so as to inform and induce the people to apply for the job positions. The purpose of 
recruitment is to get as many potentially suitable applicants as possible in order to have wide 
choice for the organisation. The organisation has to cast the net wide enough through proper 
communication and contact with the reservoirs of manpower. 

There are two sources of recruitment intemal and external. The internal sources are 
obviously the employees of the organisation. Some organisations largely rely on internal 
sources while others do not. It is a matter of organisational policy, preferences, the nature of 
job requirements, the level of calibre of employees and the bargaining power of their unions. 

9.5.1 Internal Sources . 

Internal recruitment generally consists of exploration of possibilities for promotion and 
transfer of the organisation's employees for filling up vacancies. Many organisations 
maintain an inventory of qualifications, skills and expeEEience of their existing emplqfees so 
as to have a rough idea of their promotability and transferability. 

Advantages: The advantages include the following: 
\', 

1 Familiarity with own employees : The organisation has more knowledge and familiarity 
with the trengths and weaknesses of its own employees then' of unknown outsiders. 7, 

' +\ 
/ a  

2 Better We of the talents : The policy of internal recruitment provides an 'oppohty to 
. the organisation to make a better use of the talents internally available and to develop 

thkm filrther. 

3 , 1iexper;sive Recruitment : Internal recruitment is inexpensive. The organisation does , 

- not have to spend much effod, timq and m&ey to locate pbssible candidates and to 
attract their yplications. 

,I 



4 Improves the morale : In this-process employees are sure that they would be preferred 
over the outside competitors. This feeling helps in boosting the morale of the employees. 

5 A source of motivation : The opportunity of promotion implicit in internal recruitment is 
a source of motivation for employee to improve their career and income levels. It is also a 

I 

means of attracting and retaining competent employees, who are likely to feel that the 
organisation is the place where they can build up their life long career. 

Limitations : The drawbacks associated with internal recruitment are as follows: 

1 Restricts the options : It restricts the options of the organisation for tapping the talent 
available in the vast outside employment market. The organisation denies itself fresh 
talent from outside. Internal recruitment means 'inbreeding' which is not healthy for the 
future of the organisation. 

2 Lack of availability of suitable can'didates : Suitable candidates'may not be available 
internally. In such situation the organisation may have to compromise its quality 
requirements for the job positions by taking mediocre people from within, 

3 Discourage competition : In this process internal candidates are protected from the 
element of competition from outside candidates. Therefore, they may develop tendencies 
to take their promotions for which they need not put in any extra performance. 

4 Creates controversies : Conflicts and controversies are likely to arise among the iniemal 
employees who desire promotion, whether or not they deserve it. 

5 Stagnation of skills : In the long run the skill of internal employees may become 
stagnant or obsolete which decreases the productivity and efficiency of the organisation. 

9.5.2 Externql Sources 

In the extemal sources of recruitment a vast mass of skilled, semi-skilled and unskilled 
people are recruited from the outside of the organisation. There are various methods of 
external recruitment like public employment agencies, private employment agencies, 
labour unions, educational institutions, professional associations, former employees, 
etc. Organisation may also adopt informal approaches to get the employment aspirants 
through various contacts. 

The success of recruitment from external sources depends upon'the scales of wages/salaries \ 

offered, the general conditions of service, employment conditions in the market, the image 
of the organisation, availability of suitable conditions and so on, 

Advantages : The advantages of external recruitment include the following: 

1 Open process : I? is a more open process and the organisation is likely to get a large 
number of applicants, thereby widening its options of selection. 

2 Availability of talented candidates : The organisation can expect td.get dented 
candidates from outside. It means injection of new blood into the organisation. 

3 Opportunity to $elect the best candidates : The selection process would be 
characterised by competition. The prospects that the organisation can pick up the best 
candidates fur the jobs,are high. 

4 ~ r o h d e a  healthy comp~t~t ion  : Qternal candidates are supposed to be trained and 
efficient. As they join the new organisation they work with great vigour and put their best 
effort to achieve the objectives. This creates healthy competition and congenial work 
environment in the organisation. 

Limitations : The external recruitment suffers from some limitatiox~s. They are: 
I 

1 Expensive and time consuming : It is expensive and time consuming. There is no 
. guarantee that the organisation will get good candidates., 

2 onfamiliarity with the nlture of the organisation : B x y d  candidatcs;being new to 
the organisation cannot be expected to be familiar with the tasks, job nature and the 



Staffing and Directing internal conditions in the organisation. The process ~f orienting them into the 
organisation will be time consuming. 

3 Generates feeling of discontent and ffustration among existing employees : External 
recruitment is likely to generate feelings 'of discontent and frustration among the existing 
employees. They may feel w e d  by the organisation. 

4 Discourage the existing employees : Existing enployees xe not sure to get promotion. 
Hence they feel discouraged from working hard This dec~eases the productivity and 
efficiency of the organisation. 

Check Y o ~ a  Progress HB 
1 Fill Jn the blanka. @ 

........................ i) Hulnan resource planning is cor~cermed with the determination of 
of personnel needed over a specified parid  <of time. ........................ 

........................ ii) Job description and job specification are two aspects of 
........................ ........................ iii) There are two sources of recruitment, and 

........................ ........................ iv) and are implicit in internal recruimem: 
........................ V) The selection process in cxtera~al recruitment is chwacterised Bry 

2 Whicli of the following statements are True and which are False .$ 

i) Job specification is a nax~ation of the duties to be performed in a job. 
ii) Surplus or shortage of aitaff can be avoided by means of human resource planning. 
iii) External recruitment is more time consuming than intenid recruitment. 
iv) Internal recruit~nent is an open process. 
v) Before recruitment there must be job analysis. 

9.6 SELECTION 

Selection is the process of choosing the most suitable candidates from applicants for the 
various jobs. It follows recruitment. Much information has to be obtained, analysed and 
evaluated from the prospective candidates to facilitate the selection process. The information 
relates to the qualifications, work experience, age levels of skills and other 
accomplishments, family background, aptitudes and interests, physical mental fitness and so 
on. 4 

Steps in the selection process: Following are the steps in the selection process: ,, 
Filling in application form : This may be regarded as the first stage of the selection 

Candidates are supposed to provide complete information about themselves in a 
form. The applications of candidates provide the basis for further analysis and 

of their suihbility. 

Preliminary Screening : This refers to initial assessment of basic suitability of candidates 
for the job positions. They see whether the applicants meet the basic academic and other 
minimum requirements as regards age, work experience and so oo. The basic objectives of 
preliminary screening is to eliminate the unsuitable candidates and to reduce the overall cost 
of selection. 

Holding of tests : Candidates who are filtered through the initial screenink submit 
themselves to certain tests, formal or informal. Test is a means of evaluating their 
knowledge, skills, experience, attitudes, personality and so on. In some cases, as for 
example typing shorthand, computer knowledge, etc. tests are the oily way to determine the 
suitability of candidates for the jobs, 



is a widely used method of selection. Interview enables the selectors to get a first hand idea StaFnng 

of the personality of candidates, their poises and poses, their communication, other related 
skills and their general behaviour. The interviewers typically ask candidates several 
searching questions to elicit the!r responses and to evaluate them. Questions may be 
spontaneously asked or pre-planned in some way. Candidates may be interviewed either 
individually or in groups. Tn the latter case, a small group of five or six candidates is 
&served and evaluated in group discussions and interactions, by the selectors. For certaio, 
types of jobs, especially managerial jobs, candidates may be required to go through a series 
of interviews of a progressively rig6rous nature. Conducting employment interviews is a 
delicate arid difficult task. It requires much planning, restraint, maturity and understanding 
on the part of interviewers. They should have a very clear perspective of the job 
requirements and should be able to judge the process of matching the candidates and the 
jobs. 

In combination with other methods of selection, interviews are useful for making sound 
decisions on hiring. While tests are impersonal, interviews are interactional in nature. If 
conducted properly, they open up ways of sizing up the competence and calibre of b e  
candidam for the job positions for which they offer themselves. They also provide an 
opl>ortun$ty to the candidates to get more information from the interviewers about the nature 
of the job, prospects of promotion and about other conditions of service. 

The other aids of selection, apart from the above are (i) physical examination of the 
candidates to assess their general fitness and health, and (ii) making references to previous 
employers and others so as to verify some information provided by the candidates. 

The climax of all the above processes of selection is the final choice of the chndidates for 
the jobs. A fmal ranking of the short-listed candidates is often made on the basis of their 
scores in the tests and interviews. Appointment offers are made to the top one or more 
candidates dependirig on the number of vacancies. The decision on selection may be made 
by members of the interview board. Alternatively, the interview board makes only 
recommendations on the right candidates and leaves it to the concerned top authority to take 
the final decision. 

9.7 PLACEMENT AND ORIENTATION 

Once the selected candidate eventually joins the organisation, he is to be, placed in the job 
for which he is selected. In some cases, when two or more altemative positions are to be 
filled, the selected candidate is sought to be placed in the job to which he is more suited by 
virtue of his qualifications, experiance, aptitudes and so on. It is partly a process of matching 
jobs and the selected candidates. Placement may be tentative in some casesithe final 
placement will be done after the incunlbent is tested on alternative jobs, in actual practice. 

Orientation is the process of introduction of the new employee to the organisation. He 
is given information on matters such as under whom and with whom he should work, 
requirements of job performance and behaviour, facilities and benefits available, hours of 
work and so on. Orientation is als0.a process of stacidisation of @e new employee with his 
fellow employees, superiors, seniors and subordinates. The purpose of orientation is to 
expedite the process of familiarisation of the new employee to the work culture of the 
organisation. Proper orientation of the new employees is likely to reduce their anxieties on 
how to cope with the job requirements, how to become acceptable tp the work group and 
how to +come a part of the organisation. A planned orientation programme for new 
employees is an essential.requirement to make employees feel at home and to mirtimise their 
initial prdblems of adjustment with the organisation during the first few critical weeks. 

% 

Check Your Progress C 
1 State whether the followihg statemetns are True or Fatse: 

i) Selection is the process of eliminating unsuitable applicants for jobs. 
ii) The purpose of interview and tests is to get as much information from. 

the applicants as possible. 
iii) Interviews are useful for making sound decision on hiring, 
iv) Orientation of a new employee is complete when he is acquainted with the and 

regulations of the company. 13 

\ 
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2 Fill in Ore Manks. 
i) H n ~ , ~ , r v i , ~ ~ j  erg;ihic:i ?;&:C~W.L~ t,t! g~ct a first Ilttnd idea of [lie ...,.......... . ........ of c:andidates. , 
ii) Sckceion pi;c~vjde a mfisc ........................ basis OF sckctialg the right cantlidntos. 
iii) Q,i.ien$ation is alp2 pmress ~ f ,  .....,................. inew t..unp!oyl:(:s to ~~r&anisnlioll. 

1 ' . . '  

I 9.8 TRAINING AND DEVELOPMENT 

Training is the process of helping employees to acquire more knowledge of the job and 
to learn or sharpen the needed skills, attitudes and values associated with efficient 
performance of their jobs. New employees as also existing employees often need training 
as a means of their progress in their jobs and careers. It is an important element of the 
staffing function. Many organisations make fonnal or informal arrangements for providing 
training to their managerial and non-managerial personnel. Typically, a separate training 
,de$ytment under the charge of an expert in training techniques is established for the 
purpose. 

A distinction is often made between training and development. Training is more cor~cerned 
with the immediate work skills and knowledge of new or existing employees. It is rather 
narrowly oriented to upgrade skills for the specific purpose of improving the job-behaviours 
and performance of employees and workers. On the other hand, development focuses on the 
general improvement of the overall personality of the employee. The aims of development 
tends to be more general and sometimes unclear. Another point of distinction between 
training and development is the term training is used with reference to non-managerial 
employees and workers while the term development is reserved with reference to managers 
and executives. ,/ 

9.8.1 Purpose and Importance of Training 
I 
I 
I 

The need for training and development, their purposes and importance are outlined as 
I 

follows: 

1 Provides adequate training to new employees : Training is very essential for new 
employees who are often raw hands. Training make them more well-versed in the 
complexities of their jobs. It quickly helps the employees to reach the required level of 
efficiency in their work. 1 

I 
2 Provides new skills to the existing employees : For existing employees also, training is 

generally helpful to gain more job knowledge and skills. There are always better ways of 
doing jobs which-can be transmitted by the former to the latter. I 

3 Provides the knowledge of pew technological development : In some cases, new ways 
of performing jobs emerge as a result of work studies and also as a result of technological 
developments. Employees and workers may be required to acquire new skills. techniques, 
job knowledge and new attitudes. In such cases also, employees should be exposed to 
training so as to enable them to catch up with the new job demands. Employes who do 
not update and upgrade their knowledge and skills-will become misfits in their jobs. 

4 Prepares employees for their promotion : Training is also essential to prepare 
emplqyees for their promotion and for assuming higher job responsibilities. It makes 
them more eligible for promotion. Also, when employees are transferred from one job to 
another of a different nature, they should be trained in order to enable them to get quickly 
acquainted and adjusted with their jobs. 

5 Improves the attitudes and behaviours of the employees\: Another way in wliJcli 
trainingis useful is orientation and re-orientation of employees wi$zheir jobs and with 
their wokk environment. Here the focus of training is to improve tlpiaqitudes and 
beliaviours o f ~ m p l ~ e e s  in such matter4 as discipline, regular attendance, good relations 
with superiors aneo-employees, careful use of equipment, materials, facilities and so 

, on. 



Advantages: Following are the advantages of training: 

i) It enriches .the quality of personnel and the quality of their working life, in conjunction 
with other conditions of their service. 

ii) It broadens their perspectives and problem solving abilities. 

iii) It makes them more competent, confident and adaptive so as to cope/wit~ the complex 
and changing conditions of their environment. 

iv) It improves their relations with their jobs and prepares them for upward mobility.. 

v) It helps in reducing employees absenteeism and turnover. 

vi) Trained people need less supervision. They become capable of self-direction and self- 
control. 

vii). It improves their level of motivation and job satisfaction. 

9.8.2 Features and Requirements of Training 
Certain typical features. and requirements of training are listed as follows: 

' 1 Training, like education, is based on certain principles of learning, such as motivation to 
learn, reward for learning, feedback of training performance and so on. 

2 Training is a continuous process ad includes programmes for retraining of people. 

3 Training is specialised function and should generally be handled by experts who are 
proficient in.training techniques. 

4 Training is to be tailored to the needs of jobs, job holders and the organisation. 

5 It should be functional and practically useful to employees who undergo it. 

6 The objectives of each training programme should be clearly spelt out. 

7 The costs of training should be kept within reasonable,,fimits. The benefits of training 
should commensurate with the costs. 

8 Training programmes need to be reviewed and evaluated at periodic intervals to ascertain 
the extent of their effect on the job behaviour and performance of those who have 
undergone training. 

9.8.3 Types and ~ e t h o d s  of Training 

There are several types and methods of training, suitable to different categories of 
employees and to different training needs. Management training, supervisory training and 
employee worker training may be categorised separately, based on the hierarchical status of 
the personnel. The techniques of training and treatment of training differ among these 
categories. 

There are several methods of, training which are discussed below: 

On the job training : As the terms suggest themselves, on the job training involves 
imparting of training to employeedworkers in the course of their jobs. Experienced 
workers, first line supervisors and specially qualified instructors serve as trainers in on the 
job training. The techniques of on the job training include job rotation coaching or job 

\, instruction, creation of assistant to or under study positions, temporary promotions, and so 
on. In general, on the job training methods have the merit of learning by doinq. ~ h n e e s  
are in face-to-face interaction with their jobs and work environment. They quicken the 
process of self-learning and self-correction and are highly practice oriented, They are also 
relatively inexpensive. 

Off the Job trd&ing : So far as off-the job training is concerned, the techniques associated 
. with them include class room lectures, conferences and discussions, films and TV shows, 

case studies and discussions and so on. These methods am intended to impart training at 
places away from the atmosphere of the work place. The chi& merit of ofl-the Job training 
is that it helps trainees to learn things in a steady and systematic manner without any 
job pressure, The focus is more on learning than doing. The qudity of training tends to be 

:high because it is generally handled by experts. 
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Staffing and Directing Vestibule training : Vestibule training is intended to train workers and employees in 
specially designed workshops in which an attempt is made to duplicate as closely as 
possible the actual conditions of the work place. A large number of employees and 
workers could be trained in a relatively short period of time through vestibule training. It 
combines the advantages of on-the-job and off-the-job training approaches. 

9.$.4 Management Development Programmes 

In many organisations, the training programmes as also the methods and techniques of 
training for development of their managers at various levels are referred to as management 
development programmes. The techniques of management development are outlined as 
follows: 

Creation of 'assistant to' positions : In some cases, it is possible to create assistant to 
positions to allow opportunities to junior managerial personnel to work under senior 
personnel. Senior personnel provides job-related insights and experiences to the junior 
personnel. 

Temporary promotions : It is also possible to expose junior managers to higher 
responsibilities by offering promotions to them on a purely temporary basis. It helps them to 
acquire the needed skills and perspective. 

Membership in committees : Committees often serve as training grounds to managers. 
Membership in or association with a formal or informal organisational committee is a 
valuable opportunity to individuals for meaningful icteraction with other members. This 
provides them an opportunity for the development of communication and inter-personal 
skill& and for understanding the diverse points of view expressed in committee deliberations. 

Under $udy :.This is a method adopted for specific individuals who are designated to take 
over certain job responsibilities from those who are to retire shortly or otherwise leave the 
organisation. The incumbent is to work with the current job holder for a period of time say 3 
months, and get to know the job. 

Job rotation : In this, the trainees are rotated on different but related assignments to 
broaden their perspectives and lo make them well-rounded, before assuming permanent 
positions. The method permits the trainees to gain a systems view of their jobs. 

Sensitivity training : The objective of sensitivity training is to develop the sensitivity of 
trainees to the views, feelings and reactions of others. This helps him to develop capability 
for behaving in an authentic manner and absorbing tensions and stresses. It makes the 
trainees understand their own behaviours self-awareness and to impart diagnostic and 
problem solving skills among them. 

Sensitivity training is given to small groups of people (called T-Groups) from the same 
organisation. A trainer or consultant will be present in the session which begins without any 
agenda. The trainer functions as a catalyst or  facilitator. He induces interactions and 
discussions among members who are allowed total freedom to express their views on one 
another - about attitudes, behaviours, mannerisms, pitfalls and so on. If is natural to expect 
violent out-bursts and emotional reactions from members. These very process are regarded 
as rich learning and training experiences. The duration of T-groups sessions ranges from a 
few days to a few weeks and the sessions are held outside the organisational work setting. 

Transactional analysis : It is a technique of training developed by Eric Bcrne and 
popularised by Thomas Harris of U.S. It is a tool of improving human relations and 
interactions (transactions) and of promoting rational, mature behaviours among 
superiors, subo'rdinates and peers in an organisation, Its basic proposition is that people 
have to behave as adults, although sometimes parent-like and child-like behaviour are also 
useful. Adult-like behaviour is characterised by objectivity, problem solving orientation, 
mutual respect, understanding, and so on. Parent-like behaviour takes the form of . 

authoritarianism, protective and patronising stances. Child-like behaviours pertains to 
rebellious, angry, dependence-oriented moods and tantrums, though creative, spontaneouv, 

qobcdient stances are not ruled out. 

. ' ~ u r e s  and courses : The trainees are provided with oral instruction on concepts, 



principles, processes and practices, supported by relevant material and readings. The 
trainees are given assignments to test their acquisition of knowledge. 

Conferences and discussions : Seminars, workshops and similar interaction sessions 
belong to this category. It permits multilateral communication, exchange and feedback of 
ideas and experience, broadening of knowledge and insights and so on. Conferences and 
discussions need to be guided and moderated by competent trainers. 

Films and TV shows : These devices demonstrate to the trainers the ways of doing things. 
They are also effective in transmitting information and in enriching the knowledge of 
trainees. They generate interest among the trainees by dramatising usually certain events, 
incidents and realities. 

Case studies : They provide opportunities for the trainees to study and understand actual 
problem situations. They aim at improving conceptual, problem-solving and judgemental 
skills of personnel. Discussions and interactions permit enrichment of knowledge on actual 
organisa~ional problems and situations. 

Simulation : This technique seeks to duplicate the real life environmental setting in which 
the trainees will eventually work. Role playing, business games and in-basket technique 
are some of the simulation methods. In role playing, the trainees, are assigned different roles 
in a case study and are expected to play the roles. Business games are spread over several 
sessions or sittings in which the trainees are required to make a series of decisions and tackle 
problems of a duplicated business situation. 

Check Yo~rr Progress D 
1 Slate whether the following slatc~ncilas arc True or False. 

i) All employees ant1 managers do not nee~l tnpini~lg. 
ii) Training provides valuable learning experience to the trainees. 
iii) Tlze tecl~niques of training fiar lllsnilgcrs are differenl from those applicable to mn- 

managers. 
iv) The focus of on-the-job training is morc on leiarriing tharl doing. 
v) Sensitivity tra~~ling is orgadised within a real work scatting. 

2 Fill in the blanks. 
i) Trai~airlg is more conccrncd with immediate ........................ while developnlont 

focuses on t11e irnp~"l-Jvcrrrenr of ovel'all. 
ii)  Training is essential for preparing employees for ........................ 
iii) In sensitivity training, the traillei' act as a ........................ 

9.9 LET US SUM UP 

Staffing refers to the managekd function of employing and developing human resources for 
carrying out the various managerial and non-managerial activities in an organisation. 
Staffing also involves upgrading the quality and usefulness of members of the organisation 
with a view to get higher performance from them. The function ii~cludes such activities as 
human resource planning, recruitment, selection, placement and orientation training 
and development, remuneration, performance appraisal, promotion and transfer. The 
importance of the staffing function stems from its relationship with other functions. Without 
people or personnel organisations are empty entities which cannot move a'bit in the 
achievement of their objectives. 

The staffing function, like other managerial functions, may be viewed'as q process 
consisting of certain well recognised steps or activities. These include manpower plannins, 
recruitment, selection, placement and orientation, training and development, pro;Clbtion, 
transfer, remuneration, performance evaluation, etc. 

Human resource playing is concerned with the determination of the size and composition 
of personnel needed by the organisation over a specified period of time. The objective of 
human re'source planning is to ensure that the organisation gains full control over the size 
and quality of its pe~sonnel requirements on a continuous basis. It requires job-analysis 
which comprises two aspects: job description and job specification. 

Staffing 



Staffing and Directing Recruitment is the process of searching for and securing applicants for the v.dous job 
positions which arise from time to time. There are two sources of recruitment - internal 
(consisting of promotion and transfer of existing employees) and external (consisting of 
recruitment from outside the organisation). 

Selection is the process of choosing the most suitable candidates from applicants for various 
jobs. The steps in the selection process include: filling in application forms, preliminary 
screening, holding of tests, interview, and final choice. Selection is followed by placement 
and orientation of the selected personnel. 

Training and development refer to the process of helping employees to acquire more 
knowledge of the job and to learn or sharpen the needed skills, attitudes and values 
associated with efficient performance of their jobs. While training is concerned with the 
immediate work skills and knowledge of new or existing employees, development focuses 
on the general improvement of the overall personality of the employee. 

There are several types and methods of training suitable to different categories of employees 
and to different training needs: on-the-job training, off-the-job training, and vestibule 
training. The techniques of management development include: creation of assistant to' 
position, temporary promotions, membership of committees, under s'tudy, job rotatiop, 
sensitivity training, transactional analysis, lectures, conferences and discussions, films and 
TV shows, case studies, simulation which may consist of role-playing, business games, and 
in-basket techniques. 

9.10 KEY WORDS 

Development : The process of improving the overall personality of an employee. 

Human Resource Planning : Planning for determining the size and composition of 
personnel needed by an organisation over a specified period. 

Job Analysis : Identifying the elements of jobs to determine the qualifications, skill, 
experience and expertise required for the job: 

Job Description : Narration of the activities and duties to be performed in a job, equipment 
involved, working conditions, etc. 

Job Specification : Statement of the minimum level of qualifications, skill, experience, etc. 
required for performing a job well. 

Off-the-job Training : Training of workmen at places other than their actual workplace. 

On-the-job Training : Training of workmen in the course of thei~jobs. 

Orientation : Process of introduction of new employees to the organisation and a process of 
their socialisation. 

Placement : The managerial task of placing new employees in the jobs for which they are 
most suited. I I 

Recruitment : The process of searching for aid securing applicants for job positions. 

Selectiora :.The process of choosing the most suitable candi?ates from among the applicants 
for jobs. 

Sensitivity training : Training of employees to develop Nkir sensitivity to the views, 
feelings and .reactions of others. , 

Simulation : The technique of duplicating real life situation for tiaining purpose. 

Tran&ctional Analysis : Technique of training by analysing hq- interactions in t e F l S  of 
parefit, adult and child behaviour patterns. 
I 

Vestibule Training : Training in specially desigried workshop replicating the actual 
working conditions. 



9 . 1  ANSWERS TO CHECK YOUR PROGRESS 

A 1 (i) False (ii) True (iii) False (iv) True (v) False 
2 (i) Export, advisory, services (ii) human (iii) assets (iv) continuous 

(v) attracting, acquiring activating. 
*- - 

B 1 (i) Size, competition  TI Job anal$<% (iii) internal, external (iv) promotion, transfer 
(v) competition. 

2 (i) False (ii) True (iii) True (iv) False (v) True 
1 

C 1 (i) True (ii) True (iii) True (iv) False (v) False 
2 (i) personality (ii) objective (iii) introduction 

D 1 (i) False (ii) True (iii) True (iv) False (v) False 
2 (i) Work skills, personality (ii) promotion (iii) Catalyst 

9.12 TERMINAL QUESTIONS 

1 Describe the importance of stafing function in an organisation. 

2 There is no more important resource than human resources. Do you agree? Why? 

3 What are the different sources of recruitment? Discuss its advantages and limitations. 

4 Explain in detail the process of selection. 
I 

5 Do you agree that combinations of written test and interview provides better result. 

6 Explain the importance of proper placement and orientation for effective job performance 
of a new employee. 

7 Why is training so important for manpower development? 

8 What do you mean by management development programmes? Explain the major 
techniques of management development programmes. 

NOTE: 'These questions will help you to understand the unit better. Try to write answe,rs 
for them. But do not submit your answers to the university. These are for your 
practice only. , . 

Staffing 



UNIT PO DIRECTING 

Structure 

10.0 Objectives 

10.1 Introduction 

10.2 Meaning of Direction 

10.3 Feature of Directing Function 

10.4 Importance of Directing Function 

10.5 Principles of Directing 

10.6 Supervision 
10.6.1 Meaning of Supervision 
10.6.2 Functions of Supelvisors 
10.6.3 Significance of Supervisory Role 
10.6.4 Scope of S~pervisory Responsibilities 
10.6.5 Qualities of a Good Supervisor 

10.7 Motivation 

10.8 Leadership 

10.9 Communication 

10.10 Let Us Sum Up 

10.11 Key Words 

10.12 Answers to Check Your Progress 

10.13 Terminal Questions 

After studying this unit, you should be able to : 

* explain the meaning, nature and importance of directing 
1 

* enumer'ate the principles of directing 

* explain the meaning of supervision and functions of supervisors 

* describe the significance of the s'upervisor's role, and the qualities of a good supervisor 

* describe the significance of leadership, communication and nlotivation in directing 
function 

10.1 INTRODUCTION 

In Unit 9 you have learnt about the nature of staffing function, recruitment, selection, and 
development of personnel. The next important managerial function relates to direction. It 
involves communicating and providing leadership to the subordinates and motivating them 
to cont~ibute to the best of their capability for the achievement of organisational objectives. 
In this unit you will learn about the nature of directing function, its importance, principles 
and elements. 

10.2 MEANING OF DIRECTION 

Directing is the managerial function of guiding, motivating, leading and supervising 
the sutiordinates to accomplish desired objectives : It is an important managerial function 
that initiates organisers action. It is a connecting and activating link between various 
functions of management. It is a process around which all performance revolves. Direction 



helps in mobilising and synthesising human resources and efforts to accomplish the goals of 
the organisation. Direction is the heart of management-in-action and essence of operations. 
Moreover, it is the process of defining and implementing an internal organisational 
environment highly conducive to utilising human resources for the attainment of 
organisational objectives. 

Directing 

According to Ernest Dale, "Direction is telling people what to do and seeing that they do 
it tothe best of their ability. It  includes making assignment, corresponding procedures, 
seeing that mistakes are corrected, providing on-the-job instruction and, of course, 
issuing orders." Direction involves communicating and providing leadership to the 
subordinates and motivating them to contribute to the best of their capability for the 
achieve~ent of organisational objectives. It consists of all these activities which a manager 
undertakqs to influence and induce subordinates for securing the desired performance. As a 
continuous process, direction comprises: 

i) Issuing orders that are clear, complete and within the capabilities of subordinates to 
- accomplish 

ii) Training and instructing subordinates to carry out their assignments in the existing 
situation 

iii) Motivating subordinates to try to meet the expectations of the manager; and 

iv) Maintaining discipline and rewarding those who perfornl properly. 

10.3 FEATURE OF DIRECTING FUNCTION 

Following are the features of directing function: 

Continuing function : Direction is a dynamic and continuing function. It is the essence of 
management practice. The tecllniques and methods of direction have to be changed with the 
changing organisational conditions. A manager is expected to guide his subordinates in all 
the changing environments. He must continuously supervise the execution of his orders or 
instructions by the subordinates. At the same time he should also provide them effective 
leadership and motivation. 

Provides a link : Direction serves as a connecting and activating link among all the 
managerial functions. Intan organisation planning, organising and staffing are prepyatory 
funciions whereas control'ia a continuous checking process. Direction helps in coordinating 
all these activities for the achievement of organisational objectives. 

Concentrate on performance : Direction i s a  creativk function that makes things happen. It 
converts plans into performance. Direction is a performance oriented function and ensures 
the continuity of operations. Effective direction helps in the achievement of group goal at 
the minimum possible cost. 

Pervasiveness of direction : Direction is a pervasive function of management. It exists at 
every level, location and operation thro~ighout an enterprise; %or instance, the chief 
executive of a company interprets the objectives and policies of the company and delegates 
authority to the departmental managers; directing function is a part and parcel of these 
activities. Every manager, regardless of the number of subordinates, performs this function. 
He has to give instructions to the subordinates, guide them, and motivate them for the 
achievement o* certain goals. 

Involves human Factor : Direction involves the mhagement of human behaviour. It creates 
cooperation and harmony among the members of a group. Increasing people's awareness 
has made managing human factor very difficult. Therefore, a manager must understand the 
needs, aspirations and expectations of their subordinates in order to manage them 
effectively. (1 

10.4 IMPORTANCE OF DIRECTING FUNCTION 

Direction is a very important function of management. Subordinates may not perceive the 
organisational goals in absence of direction. Subordinates must be communicated what the ' 



Staffing and Directihg organisational goals are, what the employees should do to achieve them, how they should do 
their jobs etc. Moreover, direction is directly concerned with human beings so it should be 
executed carefully to achieve the desired goal. The importance of direction may be listed as 
below: 

1 Direction bridges the gap between managerial decisions and actual executions by people. 

2 It is the make happen phase of management. I I 
3 It is the integrating function of management because it effectively integrates the 

individual goals with organisational objectives. 

4 Direction facilitates the Lntroduction of changes in an organisation because people have 
tendency of resisting change in the organisation. I I 

5 It provides links among all the managerial functions. i 1 
6 It-works as a nucleus around which all other management functions revolve. 

b 

7 All the elements of directing viz. communication, motivation, leadership and supervision 
perform vital role in their respective areas. Effective direction requires proper synthesis 
of these four elements to achieve the organisational goals. 

10.5 PRINCIPLES OF DIRECTING 1 1  
Directing people at work is a complex function. It is more of an art. However, the efficiency 
of direction can be improved if the following principles are kept in view by-managers. 

Effective communication : Systematic flow of communication betweeathe boss and his 
subordinates is essential for coordination. Effective coinrnunication is an instrument of- , 

direction. Two-way communication gives the subordinates a chance to express their feelings ' 
andbe boss to know the feeling of the subordinates. Misunderstanding can be removed 
through effective communication. 

1 .  
I 

Harmony of objectives : Evely individual is assigned particular tasks which he is required 
to accomplish. He will do it better if he thinks that it is going to help him in the achievement 

1 
I 

of his person4 goals which may appear to be different from the organisational goals. 
Therefore, a manager must try .to reconcile the personal goals of his subordinates with those 
of the organisation. 

I 

Effective Leadership : Smrdinates w happy if @ey get effective leadership from theG 
hss .  TheFqs must posseqs the qdi t ies  of &od leader in order to get work done by the 
subordinates. As a leader, the 'anager should guide and counsel the employees not only on 
the york prbblems.but also on their personal problems. In @is way, he will win the 
confidence of thq subor&p@es which wilimake their direction easy. f: " 

Unity of command : This principle suggests that a subordinate'should receive orders and 
inseuctions from one boss. He should be accountable only to one superior and know clearly 
to whom he is accobntable. If he is asked to obey two bosses,.the greater possibility is that 
he will not be able to satisfy any of the two. This may create indiscipline and conflict in the 
organisation. Therefore, it is essential that every subordinate should report to only one 
superior. 

Direct supervision : Direct supervision 'by the boss and his direct advice to the subordinates 

. . 
\ ' a .?? 

Effective motivation techniqlie : ~btivat ion provides.,higher job satisfaction. A manager 
should devise proper motivatiop technique to increase piroductivity and quality of the 
commodity produced. In order td prsvide proper direction and motivation to the employys 
an executive must hpve insight into his own personality as well as the attitude of the . 

employees. Having understood others a rrlanager can effectively motivate them. 
%' . . , .. , 

FOIIOWUP : Direction is a continuous proce?s. It involyes cqnstant supervision, coqhing, 
20 advice, counselling and heping the employees irt their respective activities. 'herefore, - . 

--A - -  

I 

boost their morale resulting in renewed and vigorous effort. This also increase loyalty 
among thexubordinates which is better for effective direction. 1 

I 



managers should make sure that orders and instructions are well understood and properly 
carried out by the subordinates. This continuous feedback mechanism heIps in increasing &e 
efficiency of the employees. 

Clneck Your Progress 12 
1 Wl~ich of [he following statements are True and which are False. 

i) Directing simply means telling other people what to do. 
ii) Rewarcling people who perf0n.hl well is a part of the directing function of manager. 
iii) Only the manager who has a large number of subordinates is required to undertalce 

directing function. 
iv) Orders should be issued by managers only if the subordinates are capable of 

executing it. 
v) A manager must ensure that there is na conflict between the goals of the individuals 

and the ente~prise. 
vi) Unity of command ineans the accountability of a subordinate only to one superior. 

2 Fill in the blanks. . 

................................ i) There is greater loyalty of subordinates if they are subject to 
supervision of their boss. 

ii) Directing is also a ................................ activity like all other functions of 
management. 

iii) Issue of order is a fundamental .............................. of direction. 
iv) 'The directing function of management is pl*imarily concerned with managing 

................................ . 
v) The manager's orders to the subordinates should be in writtell form if it relates to a 

................................ job. 

-- 

10.6 SUPERVISION 

The directing function of management consists of four elements or sub-functions : 
(1)~supervision (2) motivation (3) leadership (4) commuilication. 

Here we shall discuss supervision. The other elements have been discussed under other 
separate sections. 

10.6.1 Meaning of Supervision 

Supervision is an important aspect of the directing function. It involves the managerial task 
of observing the subordinates at work to ensure that they are working according to plans and 
policies of the organisation, keeping the time schedule. Supervision also includes helping 
subordinates to resolve their work problems. 

Managers at all levels are in direct contact with subordinates and oversee heir work 
performance. Top management supervises the work of middle-level managers, who in turn 
supervise the first-line managers or supervisors. The first-lige managers are in direct contact 
with the operatives. Thus, all levels of management are generally engaged in supervising the 
work of their immediate subordinates. However, it is the primary duty of first line managers 
to supervise the employees engaged in basic operations. That is why first-line managers are 
known as supervisors as shown in Fig 10.1. Such a manager may be designated as a 
supervisor, foreman, charge-man, overseer, section incharge or superintendent, 

Figure 10.1 

Position of Supervisor in management hierarchy 

Top Management 
Chief Executive 

Middle Management 
r 

) Supervisors 1 . First line or 'Supervisory Management 

operating Workforce 



Staffing and Directing A person who is primarily incharge of a section and its employees is known as 'supervisor'. 
He is responsible for both the quantity and quality of production, for :he efficient 
performance of the equipment, and for the efficiency, training and morale of his 
subordinates. A supervisor derives authority from the departmental manager for getting 
work done by his subordinates. He issues orders and instructions and directs their activities 
as well as reports to the departmental managers on their performance. 

Supervision consists of instructing, guiding and inspiring human bekgs towards better 
performance. Effective supervision depends on appropriate leadership, counselling, and 
communication. 

The quality of leadership provided by a supervisor goes a long way in determining the 
performance of group activity. It is through effective leadership that the individual needs of 
groups of employees can be harmonised with organisation goals: It enables supervisors to 
mould human emotions, feelings, and sentiments of employees to sustain best possible 
performance in their work effort. Guidance and advice or counselling of individual 
employees give them a sense of recognition by the supervisor. In this process they are also 
kept informed about all developments in the organisation. Further, regular communication is 
also helpful in resolving human relation problems as it improves empldyees understanding 
and acceptance of the work situation. Talking to individuals and listenink to and 
appreciating their problems, the supervisor can maintain high morale in the working group. 

10.6.2 Functions .of Supervisors 

Supervisors perfonn all the basic functions of management, namely, planning organising, 
directing and control. More specifically, th6y we responsible for securing accomplishment 
of work in accordance with the standards of performance. For this purpose, the supervisors 
are expected to (a) specify daily or weekly work schedules; (b) assign work to different 
workers (c) issue necessary instructions (d) ensure satisfactoy working conditions; 
(e) regulate the performance of workers, and (f) take remefli'al action whenever necessary. 

The aforesaid functions of supervisors are their prescribed responsibilities which call for 
skill and competence in the technical aspects of the work being supervised. Over and above, 
there are also certain implied responsibilities of the supervisor. A supervisor is regarded as a 
vital link in the process of communication in the/organisation. He acts as a liaison between 
top management and the workers. He explains dompany policies and decisions of the top 
management to the operatives. He is also required to communicate the worker's viewpoints, 
grievances and problems to the top management. This responsibility requires qualities of 
head and heart. It also provides opportunity to the supervisor to develop his ability not only 
to understand human problems but also to foresee them. 

10.6.3 Significance of Supervisory Role 

The nature of supervisory responsibilities has changed a great deal over the time. Until the 
~UIII of the last century, supervisors were @anted wide authority over theif subordinates. All - 

The significance of the role of a supervisor should be obvious from the nature of his 
reponsibilitjes. He serves as an important link between higher-level management and +he 
workers as he is in constant and direct touch with the workers. He interprets and explains 
management policies to the workers and acts as a medium enabling workers to communicate 
with higher management. 

The supervisor is responsible for getting work done at the operational level. On the basis of 
his influence on work environment and human approach to the problems of employees, the 
supervisor can contribute a great deal towards securing workers-amperation and support. 
Otherwise even the best plans of organisation may be of not much use. Indeed, the policies 
and efforts of top management may go waste if,supervision is imperfect. 

i 
The supervisor occupies a key position in the organisation. He represents ideas, thoughts 
and desires of management to the workers and conveys workers attitudes and opinions to the 
top management. Thus, he has the dual role of satisfying the company as well as employees 
needs. 

10.6.4 Scope of Supervisory. Responsibilities 



personnel matters relating to hiring, discharge, compensation ana discipline were entrusted 
to them. At times, they also took decisions for training, placement and promotion of 
employees. However, from the beginning of the present century, the powers of supervisors 
have been reduced in large enterprises due to the introduction of specialists and personnel 
management stzff. 

* 

In modern organisations, supervisors are essentially line-managers, and as such they are 
directly accountable to the higher level management for the attainment of company 
objectives. For efficient execution of work, supervisors are provided with necessary staff 
advice and service through the personnel officer, the industrial engineer, the cost accountant, 

, the production controller, the quality c o n ~ o l  specialist and so on. 

10.6.5 Qualities of a Good Supervisor 

To be able to discharge his responsibilities well, a supervisor should possess certain qualities 
of head and heart. Apart from skill and competence with respect to the jobs under his 
supervision, the supervisor should be a person of honesty and integrity. He should possess 
mental alertness and zbility to undertake decisons on day to day matters. He should have a 
h~lman approach to the problems of subordinates. His dealings with subordinates should be 
impartial and befitting his leadership role. He must be capable of controlling his temper and \ 

be patient in the face of critical situations related with the sentiments of workers. 

To be effective in their job, supervisors must satisfy the following requirements: 

1 Technical knowledge and .managerial abilities : Adequate technical knowledge of the 
work under supervision is a must for supervisors. Besides, the supervisors must also 
possess managerial abilities to follow company policies and practices in proper context. 

2 Ability to act in accordance with position and authority : Supervisors are expected to 
act in accordance with the position and authority enjoyed by them. Supervisors are vested 
with due authority commensurate with their duties and responsibilities. They must, 
therefore, act in conformity with the authority granted, and perform their role within the 
limits of such authority. 

3 Human approach : A supervisor should treat his subordinates as human beings and 
accordingly deal with them so as to develop g ~ o d  human relations. As far as possible, he 
should adopt a helping attitude towards his subordinates. , 

4 Knowledge of rules and regulations : A supervisor should be familiar with the 
organisatioyal policies and the iules and regulations laid down and applicable to his job. 
He should also possess working knowledge of the relevant labour laws. 

5 Leadership qualities : A supervisor is to act as a leader in the true sense of the term. As 
a leader, he has to guide the subordinates and promote harmonious relationship among 
them. 

6 Communication skill : The primary task of every supervisor is to issue orders and 
instructions to his subordinates. This requires communication skill. A good supervisor 
should be able to express himself clear in terms and ensure that orders and instructions . 
issued are understood by the subordinates concerned. 

7 Resources use and maintenance skills : Every supervispr should be able to make the 
best use of the resources at his disposal -men, materials, machine, equipment y d  
space. He must be capable of handling situations involving breakdown of machines and 
shortage of materials. He should guard against hazards, delays and difficulties in the 
work process. 

8 Sharing non-supervisory duties : Supervisors may be required to perform certain duties ' 

which are not strictly within the range of supervisory responsibility like, for instance, 
preparing reports and returns, training of newly recruited employees and apprentices, etC. 
Such duties often imply time and energy to be devoted which could be used for more 
effective supervisors. This problem may be resolved by reducing the number of returns 
and reports and employment of staff assistants, while training of fresh recruits may be 
assigned to job instructors. with the sharing of non-supervisory tasks with staff 
assistants, qupervisors should aim at concentrating more. 

Directing 



Stafing and Direding Check Yo~as Progi*es% B% 
1 Fill in the blanlts. 

..... ................... i) S~tpcrvision is a ; cmf the birectirlg i'unctiori. 
.......................... ii) First-lilac managers u e  kncawn zs rnnnagei-n. 

iii) Issaring instiuctions, prcwiding guidance, leadership and motlvatiora are kilown as 
.......................... responsibilities of smq~ervisors. 

........................... i v j  h gclclc! si.:yarvisor slaoultd be rlleriially 
..... Stlpii visors may also be required to undertake .......................... duties besides the 

q!rcscrlbed s~!pesvisory functions. 

2 Whicrl pf the followin; statements are True and wtiich are Fillse. 
i) ?'he forrrnan of a workshop is not its supervisor. 
ii) A supervisor derives autl~ority from the departmental manager 
iii) Ca;nnlunication may he regarded as a sub-fuuction of the clinccting function. 
iv) A supzrvisor must be physically powerful to command obedience through fear. 
v) Managers zt higher levels do not have any ~uper\-~isory role. 

10.7 MOTIVATION 

The central task of a manager is to get work done with the cooperation of people for the 
attainment of organisational objectives. People must be motivated properly so that they may 
modify their behaviour and contribute towards the achievement of organisational objectives. 
Thus it is the duty of every manager to study the behaviour of people working under him 
and adopt the necessary techniques to motivate them. 

Behaviour is basically goal directed. The behaviour of an individual is generally motivated 
by a desire to attain some goal. However, the specific goal is not always consciously known 
to the individual. This has made the probiem of understanding the hehavioural patterns very 
complex. But to predict behaviour, the manager must know which motives of people evoke 
a certain action at a particular time. 

Rensis Likert qdled motivation as 'the core of management'. Motivation is an effective 
instrument in the hands of the management for inspiring the work force. To motivate his 
subordinates or to create the will to work among the subordinates is a major responsibility of 
every manager. It should also be remembered that a worker may be immensely capable of 
doing some work but nothing can be achieved if he is not willing to work. creation of a will 
to work is motivation in simple terms. 

In order to motivate employees, the manager must determine the needs of workers and 
provide an environment in which appropriate incentives are available for their need 
satisfaction. If the management is able to do it successfully-it will certainly increase the 
willingness df the workers to work. This will in'turn increase the efficiency and 
effectiveness of the organisation. There will be better utilisation of resources and workers 
abilities and capacities. 

Higher motivation leads to job satisfaction of the workers which reduces absenteeism, . 

turnover and labour unrest. This will create better industrial relations in the enterprise. 
Given opportunities in the organisation for need satisfaction, workers will be more 
committed to the organisation and better work-force will be Willing to join he'organisation. 
Motivation also fosters team spirit among the workers andincreases their loyalty to the work 
group. You will learn motivation in detail inunit  11. 

Leadership is an impoftant part of the directing function of management. Amanager must be ' 

ablb to lead the group working under him for effeetive t-eam-work and accomplishment of 
the objectives of the enterprise. The manager should be able to influence the subordinates to 
work with confidence and zeal. 

24 Effective leadership is necessary; for inspiring the people to work enthusiastically for the 



achievement of objectives. It provides a cohesive force which holds the group intact and 
develops a spirit of cooperation. Effective leadership is also essential for efficient direction 
of human effoas towards some predetermined goal. A leader can have an immense effect on . 
the performance of their subordinates. In armies, for example, it has been noted for centuries 
that while some officers receive only grudging obedience, others are able to inspire their 
men to do the seemingly impossible and do it willingly. The same phenomenon has been 
noted in other organisations including business organisations. It is not suiprising, therefore, 
that business firms would like to discover some way of selecting better leaders and for 
training its managers in effective leadership techniques. 

A good leader achieves maximum cooperation from the group members by providing two- 
way communication, and by motivating the subordinates. A good leader is also able to 
coordinate the activities of the followers to achieve certain goals. You will learn about 
leadership in detail in Unit 12. 

10.9 COMMUNICATION 

Communication is an important aspect of the process of management. No manager can be 
successful without communicating effectively with his superiors, peers, subordinates and 
outsiders. It is through the process of communication that the managerial function of 
directing becomes effective. Directing requires managers to communicate with subordinates 
for issue of instructions, advice and guidance, as well as for getting reports on their 
performance. Indeed, managers are able to carry out all their functions only by interacting 
and communicating with others. Managers can motivate employees and provide leadership 
if there is regular interaction with the employees. Managers must seek information relating 
to plans and programmes from their superiors and communicate with their fellow managers 
to coordinate their activities. At the same time, necessary information must be passed on to 
subordinates for their cooperation. On the other hand, information relating to the actual 
results which are achieved must also reach the managers from their subordinates. You will 
learn more about communication in detail in Unit 13. 

10.10 LET US SUM UP 

Direction is telling people what to do and seeing that they do it to the best of their ability. It 
is the managerial function of guiding, motivating, leading and supervising the subordinates 
to accomplish desired objectives. Direction is one of the most important functions of 
management. It is the process around which all performance revolves. In fact it is a 
pervasive function of management. It exists at every level, location and operations 
throughout the enterprise. Direction provides an opportunity to the subordinates to perceive 
the organisational goals properly and to act efficiently to achieve theni. The basic principle 
of directing constitutes harmony of objectives, unity of command, direct supervision, 
effective communication and effective leadership. 

The process of directing function consists of four elements viz : Supervision, Motivation 
Leadership and Communication. 

Supervision is an important part of the directing function of every manager. It means 
observing the subordinates at work to ensure that they are working according to plans and 
schedules and to help them in solving their work problems. 

The qualities of a good supervisor includes : technical knowledge and managerial ability,. 
adequate authority, human orientation, knowledge of rules and regulations, communication 
skills, leadership, 'decision-making skill, and ability to cope with non-supervisory duties. 

: Motivation guides, directs and activates the behaviour of the people to achieve the goal. 
; Leadership influences the behaviour of the people to work willingly, while communication 

provides a proper interaction between manager and subordinates. Manager has to coordinate ' all these elements to achieve the desired results. 
% 

, , 
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Stnllfng and Directing 10.PI KEY WORDS \ 

I . 

Communication : Flow of information at different levels in an orpisation. 

Delegation : The process of assigning a part of work to the subordinates and giving the 
necessary authority to perform the work. 

Direction : Telling people what to do and seeing that they do it to the best of their ability. 

Group Behaviour : The behaviour of individuals as members of a group. 

Harmony of Objectives : Reconciling the individual and organisa-tional goals. 

Leadership :, A process of influencing group activities towards the achievement of certain 
goals. 

Motivation : The process which inspires people to cooperate and contribute their best 
efforts towards organisational goals. 

Order : A fundamental tool of directing by means of which activities are started, guided, 
altered, and terminated. 

Supervisor : A person who assigns work to subordinates and oversees their activities and 
performance. 

Unity of Command : The principle of a subordinate receiving orders from and being 
accountable to only one boss. 

10.12 ANSWERS TO CHECK YOUR PROGRESS 

A 1 (i) False (ii)True (iii) False (iv) True (v) True (vi) True 
2 (i) direct (ii) continuous (iii) tool (iv) people (v) non-routine 

B 1 (i) sub-function (ii) supervisory (iii) prescribed (iv) alert 
(v) non-supervisory 

2 (i) False (ii) True (iii) True (iv) False (v)False 

10.13 TERMINAL QUESTIONS 

1 Explain the nature of the directing function of management. Discuss the elements 
involved in the directing process. 

2 Explain in detail the principles of direction. 

3 What is meant by supervision? What are the requisites of effective supervision? 

4 "Orders will be obeyed if they make sense". Comment. 

5 Discuss the iinportance of supervisors in achieving better human relations in the 
organisation. 

Note : These questions will help you to understand the unit better. Try to write answers for 
them. But do not submit your answers to the university. These are for your practice 
only. 



UNIT 3 1 MOTIVATION 
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11.9 Key Words 
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111.0 OBJECTIVES 

After studying this unit, you should be able lo: 

explain the concept of motivation and the process of motivation L 

describe the significance of motivation in present day organisationf 

m analyse some of the theories of motivation 

compare Maslow's Need Hierarchy Theory with Herzberg's Motivation Hygiene Theory 

explain the importance of job enrichment and its limitations in work motivation 

a classify different types of motivations -positive and negative, extrinsic and intrinsic 
and financial and non-financial 

a explain the relative importance of financial and non-financial incentives. 

1111.11 INTRODUCTION 

In Unit 10 you have learnt that the directing function consists of four sub-functions, one of 
which is motivation. In any organisation, all employees do not perform their work with 
equal efficiency. Sorne are found to be more efficient than others. Tlie difference in their 
performance can be attributed either to differences in their abilities or in their urge or 
willingness to perform as best as possible. Given the ability and skill, it is the motive of 
employees which determines whether they will be more or less efficient. Employee 
motivation i.e. bringing atigut an inner urge or desire in employees to work to the best of 
their ability is an important function of management. In this unit we shall deal with the 
concepe and process of motivation its importance, theories of motivation and the types of 
incentives which may be provided to motivate people. 



Staffing and Mrecting 11.2 CONCEPT OF MOTIVATION 

Motivation may be defined as the complex of forces inspiring a person at work to intensify 
his willingniss to use his maximum capabilities for the achievement of certain objectives. 
Motivation is something that motivates a person into action and induces him to continue in 
the course of action enthusiastically. It determines the behaviour of a person at work. 
According to Dalton E. McFarland 
"Motivation refers to the way in which urges, drives, desires, aspirations, striving, 
or  needs direct, control o r  explain the behaviour of human being." 

The term 'motivation' is derived from the word 'motive'. Motive may be defined as needs, 
wants, drives or impulses within the individual. Motives are expressions of a person's needs 
and hence they are personal and internal. In this context, the term 'need' should not be 
associated with urgency or any pressing desire for something. It simply means something 
within an individual that prompts him to action. Motives or needs are 'whys' of behaviour. 
They start and maintain activity and determine the general direction of the person. Motives 
give direction to human behaviour because they are directed towards certain 'goals' which 
may be conscious or sub-conscious. 

* 

Motives or needs of a person are the starting point in the motivation process. Motives are 
directed towards the achievement of certain goals which in turn determine the behaviour of 
individuals, This behaviour ultimately leads to goal directed activities such as preparing 
food and a goal activity such as eating food. In other words, unsatisfied needs result in 
tension within an individual and engage him in search for the way to relieve this tension. He 
will develop certain goals for himself and try to achieve them. If he is successful in his 
attempt, certain other needs will emerge which will lead to setting a new goal. But if he is 
unsuccessful be will engage himself in either constructive or defensive behaviour. This 
process keeps on working within an individual. 

1111.3 NATURE OF MOTIVATION 

Motivation helps in inspiring and encouraging the people to work willingly. 

1 Motives are the energising forces within us: These forces are invisible and it is very 
I 

difficult to measure them, because all of us are different and the motives energising us at 
a poiiit differ from time to time. All that is possible is to observe and measure the 1 
behaviour we choose and from this behaviour make a kind of backward causation 
statement to the possible motive. Observing someone's behaviour may indicate that a 

I 
certain need is present in this person, motivating him onward. I 

I 

2 One motive may result in many different behaviours: The desire for prestige may lead " f 
I 

a person to run for political office, give money away, get additional educational training, 
steal, join, groups or may change his outward appearance. A person wanting acceptance I 
will behave differently in a car pool, office secretarial pool, or swimming pool. 9 

3 The same behaviour may result from many different motives: Behaviour may be 
caused by a number of different motives. For instance the motives underlying purchase of 
a car may be: to appear younger and attractive; to appear respectable; to gain acceptance 
from others; to maintain the acceptance already gained through a similar income level; to 
satisfy economic values and to reinforce company created status differentials. Thus it 
would be wrong for the manager of an organisation to lump all bebaviour as coming from 
the same motive people join unions, get married, attend class, laugh at professor's jokes 
for many different reasons (motives). Thus a motive cannot be identified from any 
specific behaviour. 

4 Behaviour can be used as an estimate of a n  individual's motives: It is possible to get 
repeated observations of one individual's behaviour and then make an estimate of the 
cause of that behaviour. For example, there is truth in the statement that some people 
always seem to feel insecure and thus behave continuously in a manner reflecting the 
insecuiity of feeling. There zge also people who behave in away that radiates confidence. 
They are confident in many different social settings so that one finds a constant and 

28 



repeated behaviour from which people probably estimate the motive of the person. 
Obviously, if a person is at a state of near starvation, most of his behaviour will be related 
to the need for food. Although it is dangerous to categorise people, it is also wrong to 
believe that individual behaviour, when looked at in a time perspective, cannot be used as 
an estimate for motivation. 

5 Motives may operate in harmony or in conflict: Behaviour is frequently the result of 
the interplay of several motives. These motives may push a person in one direction or in a 
number of directions. For example, a girl may want to get high grades in school while 
also wanting to help her mother in the kitchen. An athlete may desire an outstanding 
performance and may also be sensitive to being shunned by his fellow teammatcs if he 
performs too well and receives too much of credit. Behaviour, therefore, is the result of 
many forces differing in direction and intent. 

6 Motives come and go: It is very rare that a motive has the same energy potential over a 
long period of time. A young man who prefers to travel during vacation may give up the 
idea during the football season because the joy of travelling takes second place to the 
need to play football. The girl who is overly concerned about her hair and clothes during 
adolescence may turn her attention to other things once she grows up. Because humans 
are constantly growing, the motive at one point in time will not be as intense as the 
motive at another point in time. 

7 Motives interact with the environment: The situation at a particular point in time may 
trigger or suppress the action of a motive. You probably have experienced situations 
where you did not realize the intensity of your hunger needs until your smelling senses 
picked up the odour of palatable food. Similarly, many of these sociological needs 
become stimulated when you are in a situation filled with the sociological factors. Thus 
needs that may be latent can be quickly stimulated by the environmental situation. We 
have now identified a number of generalisations that could be useful in understanding the 
concept of motivation. The topic of human motivation is very complex and is related lo 
other fundamental ideas such as drives and needs so that it is difficult to put our thinking 
into a clear system of relationships. 

- 
1 1 .  PROCESS OF MOTIVATION 
I 

The basic e'iements of the process of motivation are (i) behaviour (ii) motives (iii) goals and 
(iv) some form of feedback as shown in figure 1 1.1 

Figure 11.1 

Process of Motivation 

m->l Behaviour 1 
I-.-.- Tension reduction '9 

Bwviour: All behaviour is a series of activities. Behaviour is generally motivated by a ' 
desire to achieve a goal. At any moment individuals may indulge in multifarious activities 
like walking, talking, eating, and so on. They switch over fiom one activity to another 
activity swifily. In order to predict and control behaviour managers must understand the 
motives of people. 

Motives (Needs/drives/wants): Motives prompt people to action. They are the primary 
energisers of behaviour. They are the 'ways' of behaviour and mainsprings of action. They 
are largely subjective and represent the mental feelings of human beings. They are cognitive ' 
variables. They cause behaviour in many ways. They arise continuously and determine the 
general direction of an individual's behaviour. 

Goals: Motives are directed toward goals. Motives generally create a state of 
disequilibrium, physiological or psychological imbalance, within the individuals. Attaining a 
goal will tend to restore physiological or psychological balance. Goals are the ends which 
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Staffing and Directing provide satisfaction of human wants. They are outside an individual; they are hoped for 
incentives toward which needs are directed. One person may satisfy his need for power by 
kicking subordinates and another by becoming the president of a company. Thus, a need can 
be satisfied by several alternate goals. The pwticular goals chosen by an individual depends 
on four factors; (i) the cultural norms an? values that are instilled as one matures, (ii) one's 
inherited and biological capabilities, (iii) personal experience and learning influences and 
(iv) mobility in the physical and social environment. 

The dilemma posed by a large number of needs can often be resolved by integrating wants 
where one activity may satisfy several needs. Researchers have found that rliany overweight 
people continue to eat excessively because they have fused the satisfaction of a number 
wants @ove, Security, Comfort) into the act of eating. Eating, in a way, releases the tension 
built by (he numerous unsatisfied needs. 

The procass of motivation discussed above implies that individuals possess a host of needs, 
desires and expectations. All of these needs compete for their behaviour and ultimately the 
need with the maximum strength at a particular nlcment leads to activity. When a need is 
satisfied, it is no longer a motivator of behaviour. 

11.5 ROLE OF MOTIVATION 

The following factors contribute to the significance of the role of motivation: 

1 Managers and organisational researchers cannot avoid a concern with the behaviour 
requirements of an organisation. Every organisation needs people (in addition to physical 
and financial resources) in order to function. 

2 Motivation as a concept is pervasive and a highly complex activity that affects and is 
affected by a host of factors in the organisational milieu. 

3 Organisational effective~iess becomes to some degree a questian of management's ability 
to motivate its employees, to dkect atleast a reasonable effort toward the goals of the 
organisation. 

4 As technoIogy increases in complexity, machines tend to become necessary, but 
.insufficient vehicles,of effective and efficient operations. In other words, it becomes 
necessary for an organisation to ensure that it has employees who are both capable of 
using and willing to uce the advanced technology to achieve organisational goals. 

5 Many organisations are now beginning to pay increasing attention to developing their 
employees as future resources (for talent bank) upon which they can draw as they grow 
arid develop. 
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11.6 THEORIES OF MOTIVATION 

30 T'heo~.es of motivation generally aim at analysing the process of motivation and indicating 



how to motivate people. We shall discuss here three well known theories of motivation. 
These are McGeorge participation theory; Mashlows need priority theo~y and Herzberg's 
two factor theory. 

11.6.1 McGregor's Participation Theory ' 

Douglas McGregor's formulated two sets of assumptions about human beings based on the 
participation of workers. The first set of assumptions are contained in Theory X and the 
seco~ld set of assumptions are contained in 'Theory Y'. In the Theory X, McGregor 
proceeds with the assumption that the average human being has inherent dislikc for work 
and will avoid it if he can. The managers, of such employees think that "most people must 
be coerced, contributed, directed, threatened with punishment to get them put forth adequate 
efforts towards the achievement of organisational objectives." Theory X presumes that 
people by nature: 

1 Lack integrity. 
2 Are fundamentally lazy and desire to work as little as possible. 
3 Avoid responsibility. 
4 Are not interested in achievement. 
5 Are incapable of directing their own behavicur. 
6 Are indifferent to organisational needs. 
7 Prefer to be directed by others. 
8 Avoid making decision whenever possible. 
9 Are not very bright. 

McGregor described Theory X as the traditional theory of what workers are like and what 
management must dc to manage them. Workers have to be persuaded and pushed into 
performance, Workers can be made to work only through autocratic leadership. After 
describing Theory X, McGregor questioned if this view of human behaviour is correct. He 
propounded theory Y which, he felt better represents the numan behaviour. Under theory Y 
it is assumed that people by nature: 

1 Have integrity. 
2 Work hard towards objectives to which they are committed. 
3 Assume responsibility within their commitments. 
4 Desire to achieve. 
5 Are capable of directing their own behaviour. 
6 Want their organisation to succeed. 
7 Are not passivc and submassive. 
8 Will make decisions within their commitments. 

In developing theory Y, McGregor made the following assumptions: 

1 Engaging in physical and mental eff~rts - as, '~tral as play or rest. The average human 
being does not inherently dislike work. 

2 External control and the threat of punishment are not the only ~ L U L  c t  cl':ecting efforts 
towards organisational objectives. Man will exercise self-direction and self-control in 
the service of objectives to which he is coinmitted. 

3 Commitn~ent to objectives follows the rewards associated with their achievement. The 
most significant of such rewards namely satisf-ction ~f ego and self-actualisation 
needs, can be the direct resilt of efforts tow Ire. ,,rganisational objectives.' 

4 The average human being learni, under proper conditions, not only to accept but to seek 
responsibility. Avoidance of responsibility, lack of ambition end emphasis on security are 
generally consequences of cxperience and not inherent human characteristics. 

5 The capacity to exercise a relatively high degree of imagination, ingenuity, and creativity 
in the solution of organisational problems is widely, not narrowly, distributed in the 
population. 

6 Underthe conditions of modem indhstrial like the intellectual potentialities of tho 
average human .ing are only partially utilised. 
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Staffing and Directing The assumptions of McGregor's theory Y suggest a new approach to management. It lays 
greater emphasis on cooperation between management and workers. The managers 
following this theory aim at getting maximum output with minimum degree of control. 
Generally, no conflict is visible between the organisational goals and individual goals. Thus, 
the efforts of employees which are in their best interest are also in the interest of the 
organisation. Theory Y has proved to be useful in such management practices as job 
enrichment, decentralisation and participative inanagement. However these techniques are 
applicable in organisations where self-motivated, self-controlled mature and responsible 
people work. According to McGregor, researches in the behavioural sciences have shown . 

that the assumptions of theory Y are more valid than the practices of theory X. 

Appraisal: McGregor's co~luibution should be analysed in the proper perspective. All that 
he postulated and sought to dramatise through his theory X and'theory Y is to outline the 
extremes to draw the fencing within which the organisational or enterprise man is seen to t 
behave. No enterprise man would belong either to theory X or theory Y. He shares the traits 
of both, with emphasis shifting from one set of properties to the other with changing moods 
and impulses (needs and motives) and with the varying environment. ? 

The chief melit of McGregor's formulation is that it helped to crystallise and set the right 
perspective to the findings of Elton Mayo, which had then puzzled inanagement and 
productivity experts and set in motion a wave of research into the behaviour of the 
enterprise man. It (alongwith Hawthorne Studies) can be said to have been the starting point 
and mainspring that evoked wide and lasting interest in the area of motivation, leadership 
and techniques of manipulating behaviour of the human element of the enterprise. 

.One might get the impression that theory X is bad and theory Y is good. This is not true 
because the assumptions under these theories are attitudes or pl.edispositions of managers 
towards people. They are not behaviour patterns. Thus, although the 'best' assumptions for a 
manager to have may be theory Y, it may not be advisable to behave consistently with these 
assumptions about human nature, but he may find it necessary to behave i n a  very directive 
manner (as if he had theory X assumptions) with some people in the short-run to help to be 
mature and self-motivated as per Y. 

11.6.2 Maslow's Need Priority Theory 

Maslow's theory is based on the needs of people. Maslow was of the view that the process 
of motivation begins with behaviour which at least in part, is directed towards the . 
satisfaction of needs. He proposed that human needs can be arranged in a particular order 
from the lower to the higher as shown in figure 1 1.2. 

Figure 11.2 
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1 Physiological needs: The needs that are taken as the starting point of motivation theory 
are the physiological needs. These needs relate to the survival and maintenance of human 
life. These needs include such things as food, clothing, shelter, air, water and other 
necessities of life. These needs must be met at least partly before higher level needs 
emerge. They exert tremendous influence on behaviow. They are the most powerful of 
motivating stimuli. Therefore, we must satisfy most of them for survival. 

2 Safety and security needs:, After satisfying the physiological needs, people want the 
assurance of maintaining a given economic level. These needs include job security 
personal security, security of the income, provision for old age, insurance against risks, 
etc. 

3 Social needs: Man is a social being. He is, therefore, inter sted in conversation, social P interaction, exchange of feelings, companionship, recogn~tion, belongingness, etc. 
Socialising is one of those reasons why many individuals (especially older people) go to 
work, and why people generally work better in small groups where they can develop 
affiliations that are important to them. 

4 Esteem and status needs: These are concerned with awareness of self importance and 
recognition from others. Most people feel this need to be rated higher than other needs 
and seek recognition and respect on that account. Satisfaction of esteem needs produces 
feelings of self-confidence, prestige, power, and control. The fulfilment of esteein'needs 
leads to self confidence strength and capability of being useful in the organisation. 
Whereas inability to fulfil these needs results in feelings of inferiority, weakness and 
helplessness. 

5 Self-Actualisation needs: The final step under the need priority model is the need for 
self-actualisation also called self fulfilment or the need to fulfil what one's potentialities 
for continued self-development and for being creative in the broadest sense of that term. 
After his other needs are fulfilled, a man has t e desire for personal achievement. He t 
wants40 do something which is challenging and since this challenge gives him enough 
dash and initiative to work, it is beneficial to him in particular and to the society in 
general. The sense of achievement gives him .satisfaction. 

Maslow felt that the needs have a definite sequence of domination. The second need does 
not dominate until the first is reasonably satisfied, and the third need does not dominate until 
the first two needs have been reasonably satisfied and so on. The other side of the need 
hierarchy is that man is never satisfied. If one need is satisfied another need arises. 
According to Maslow, if one's lower order needs (physiological and security needs) are not 
satisfied, he can be motivated only by satisfying these needs first and not by satisfying the 
higher order needs. Further, once a need or a certain order of n'eeds is satisfied, it ceases to 
be a motivating factor. 

The physiological and security needs are finite, but the needs of higher order are sufficiently 
infinite and are likely, to be dominant in persons at higher levels in the organisation. Studies 
have also revealed that those needs which are thought to be most important like social needs, 
ego needs and self-realisation needs are also the best satisfiers. 

Do needs follow a hierarchy 
The need priority model may not apply at all times in all places. Surveys in continental 
European countries and Japan have shown that the mpdel does not apply very well to their 
managers. The degree of satisfaction of needs doesaot vary according to the need priority 
model. For example, workers in Spain and Belgium felt that their esteem needs are better 
satisfied than their security and social needs. Apparently, cultural differences are an 
important cause of these differences. Thus, need hierarchy may not follow the sequence 
postulated by Maslow. Even if safety need is not satisfied, the ego or sociai need may 
emerge. 

The proposition that one need is satisfied at one time is also of doubtful validity. The 
phenomenon of multiple motivation is of great practical importance in understanding the 
behaviour of man. Man's behaviour at any time is mostly guided by multiplicity of motives. 
However, one or two motives in any situation may ty predominant while others may be of 
secondary importance. Moreover, at different levels of needs, the motivation will be 
different. Money can act as a motivator only for physiological and social needs, not for 
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Stnmng and Directing satisfying higher order needs. Employees are enthusiasticalIy motivated by what they are 
seeking, Inore than by what they already have. They may react protectively to try to keep 
what they already have, but they move forward with enthusiasm oniy when they are seeking 
something else. In other words, man works for bread alone as long as it is not available. 

There are always some people in whom, for instance, need for self-esteem seems to be more 
prominent than that of love. There are also creative people in whom the drive for 
creativeness seems to be more important. In certain people, the level of motivation may be 
permanently lower, For instance, a person who has experienced cl~ronic unemployment may 
continue to be satisfied for the rest of his life if only he can get enough food. Another cause 
of reversal of need hierarchy is that when a need has been satisfied tor a long time it may be 
under-evaluated. 

11.6.3 Herzberg's Motivation Hygiene Theory 

A significant development in motivation theory is based on the distinction between 
motivational and maintenance factors in job situation. On the basis of his research findings 
Herzberg drew a distinction between what he called 'motivators' and 'hygiene' faciors. 

Some job conditions operate primarily to dissatisfy employees when the cohditions are 
absent, but their presence does not motivate employees in a strong way. Many of these 
factors are traditionally perceived by management as motivators, but these are really more 
potent as dissatisfiers. The potent dissatisfiers are called maintenance factors in job because 
they are necessary to maintain a reasonable level of satisFaction among the employees. They 
are also known as dissatisfiers or 'hygienic factors' because they support employees' mental 
health. Another set of job condition operates primarily to build strong motivation and high 
job satisfaction but their absence rarely proves Strong dissatisfier. These conditions are 
'Motivational Factors'. Herzberge's maintenance and motivational factors have been shown 
in the table given below. 

Table: IIerberzg's Maintenance and Motivational Factors 

Physiological 01. Prinlary Needs 
Need Structure - 

Social, Psychological, Ego, or Secondary Needs 

I 
Maintenance or Hygienic Factors 

I 
Motivational Factors 

1 Conrpany Policy and Administration 1 Achievement 

2 Technical Supervision 2 Recognition 

3 Inter-personal relations with Supervisor 3 Advancement 

4 Inter-personal relations with Peers 4 Work itself 

5 'Inter-personal relations with Subordinates 5 Possibilities of growth 

6 Salary 

7 Job Security 

- 8 Personal life 

6 Responsibility 

9 Working Conditions 

f0 Status 

Hygienic factors ,include wages, fringe benefits, physical conditions and overall company 
p W s  and administration. The presence of these factors at a satisfactory level prevents job 
diss?tisfaction, but they do not provide motivation to the employees. So they are not 
considered as motivational factors. Motivational factors on the other hand are essential for 
increasing the productivity of the employees. They are also known as satisfiers and include 
such factors as recpaition, feeling of ac~orn~lishkent and achievement, opportunity of 
advancement and potential for personal growth, responsibility and sense of job and. 
individual importance, new experience and challenging work etc. 

Henberg further stated that managers have hitherto been very much concerned with 
hygieriic factors. As a result, they have not been able to obtaii the desired behaviour from 



employees. In order to incrcase the motivation of employees. It is necessary to pay attention 
to the satisfiefs or motivational factors. 

According to Herzberg today's lnotivators are tomorrow's hygiene because the latter stop 
influencing the behaviour of persons when they get them. When a person gets one thing, 
theq something else will motivate him and the need which has been fulfilled will have only 
negative significance in detennining his behaviour. It should also be noted that one's 
hygiene may be the motivator of another. For instance it is likely that workers in 
underdeveloped economies will designate some of the maintenance factors as motivators 
because their priinary needs have not been fulfilled and they continue to be molivated by 
these factors. 

Motivation 

11.6.4 Distinction between Herzberg's and Maslow's Theories 

Both Herzberg and Maslow theories focus on motivational f'dctors. Maslow's motivation 
theory is based on the hierarchy of needs. According to him an unsatisfied need becomes a 
motivating factor for the individual and governs his behaviour in that direction. But 
Her~berg has developed a theory of motivation by differentiating between motivational and 
maintenance (or hygienic) factors. Maintenance factors avoid job dissatisfaction but do not 
provide motivalioil to workers. According to hirn lower order needs like physiological, 
safety and social needs act as maintenance factors. 

Herzberg's theory has a limited applicability in the sense that it is more applicable to 
professional personnel, Maslow's theory on the other hand has universal applicability, it is 
applicable to all kinds of workers. 

Figure 11.2 
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11i6.5 Relationship between Maslow7s and Herzberg's Theories 
.- 

Though there are differences betweeithe theories-of Herzberg and ~ ; s l o w  still they are 
related to each other.-~ost of the maintenance factors of Herzberg come under 
comparatively lower order needs. Most of these needs remain satisfied and hence cease to be 
motivating. Maslow's physiological, security and social needs come under Henberg's ' 

maintenance factors while self-actualisation cprnes under motivating factors. A portion of 
esteem needs like status becomes part of the rnainrenance factors and the, remaining portion 
including advancement and recognition comes under motivational (factors. 
I) 

11.6.6 Job Enrichment 
Herzberg attached greater importance to job enrichment in his two factor theory. Job 
enrichment implies enriching the content of job or the deliberate upgrading of responsibility, 
scope and challenge in work. Job enrichment is a motivational technique which erpphasises 
the need for challenging and interesting work. It suggests that jobs be redesigned so that 
intrinsic satisfaction is derived from doing the job. In its best applicatio;, it leads to a 
vertically enhanced job by adding functions frm, o t h e  organisatioml levels so as to contain 
more variety, and challenge and offering autonomy and pride to the employee. 

The term job enrichment should be distinguished from the term 'job enlargement'. Job 



StnRing and Directing . enlargement attempts to make a job more varied by removing the dullness associated with 
perfomling repetitive operations. It involves a horizontal loading or expansion i.e. the 
addition of more tasks of the same nature. But in jobs enrichment, the attempt is to build 
into job a higher sense of challenge and importance of achievement. Job enrichment 
involves vertical loading. Additions in job enrichment require higher levels of skills and 
competence. 

I Some of the principles which make job enrichment effective are: I 

I 1 Give the workers the freedom of operation and responsibility. 

2 Managers should have better understanding of what workers really want, They wish that 
their managers feel concerned about the welfare. 

I - 3 Workers should be consulted and given the chance to offer their suggestions. 

4 Introduce new and more difficult tasks at each step, giving workers  at^ opportunity to 
learn and speciaiise. 

5 The workers should be given frequent feedback on their performance. Recognition and 
appreciation of their work induce them to learn more. It also eliminates possibilities of 
wide variations. This increases the efficiency of workers. 

I Advantages of job Enrichment 

Following are the advantages of job enrichment: 

i) It makes the work interesting. 
ii) It decreases the rates of absenteeism and labour turnover. 
iii) It helps motivation through opportunities for growth and advancement. 
iv) It makes for task reinforcement and increases the skill of workt?rs. 
v) Workers get higher job satisfaction. 
vi) The enterprise gains through improvement of output both quantitatively and 

qualitatiyely and higher satisfaction of the workers. 

Limitations of job Enrlchment 

Following are the limitations of job enrichment: 

i) Technology may not permit the enrichment of all jobs. With specialised machinery, it 
may not be possible to make jobs very meaningful. 

ii) Job enrichment has proved to be a costly process in certain cases as the expenditure 
involved is bigger than the gains in productivity. 

iii) Jobs of highly skilled professional employees contain many challenging elements, but 
they are not necessarily that much efficient. 

iv) It is difficult to say that all workers really want challenging jobs. Many of them even 
like to avoid responsibility. They seem to like above all job security and pay. . 

v) All thqe  who prefer job enrichment may not have the requisite capability to meet the 
new challenges. 
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11.7 TYPES OF MOTIVATION - FINANCIAL & 
NON-FINANCIAL 

Mothation may be classified on various bases: 
1 Positive br negative 
2 Extrinsic and intrinsic 
3 Financial or non-financial 

Positive motivation is the process of attempting to influence the employees' behaviour 
through recognition & appreciation of employees' efforts and contribution towards 
achievement of organisational goal. Examples of positive motivators are - taking interest 
in subordinates benefits, appreciation and credit for work done. delegating the authority and 
responsibility of subordinates etc. Negative kotivation is based upon fear i.e. demotion, lay 
off etc. The fear of punishment affects the behaviour towards changes. Though punishment 
has resulted in controlling the misbehaviour and contributed towards positive performance 
but it may also lead to poor performance & lower productivity. The second classification 
relates to extrinsic and intrinsic motivation. Extrinsic motivators arise away from the job. 
They do not occur on the job. These factors include wages, fringe benefits, medical 
reimbursement, etc. Thus, they are generally associated with fiaancial incentives. But, 
intrinsic motivators occur on the job and provide satisfaction during the performance of 
work itself. Intrinsic or internal motivators include recognition, status, authority, 
participation, etc. 

Lastly motivators may be financial or non-financial. Financial motivators are those which 
are associated with money. They include wages and salaries, fringe benefits, bonus, 
retirement benefit's, etc. Non-financial motivators &e those which are not associated with 
monetary rewards. They include intangible incentives like ego satisfaction, self- 
actualisation and responsibility. Here we shall be confining our discussion only to 
financial and non-financial motivation/incentives. 

117.1 Rnancial Motivation/Inqntives 
Money plays an important role in motivation. Management generally mllke use of financial 
incentives like wages and salaries, bonus, ietirement benefits, insurance, medical 
reimbursement, etc. to motivate the workers. However, such incentives may not always 
prove' to be motivating. In many cases, management may have to increase into the financial 
incentives to keep the workers with the organisation. This can be appreciated from the 
practice of making wages and salaries competitive between various enterprises so as to 
attract and maintain good work-force. 

Money is a real motivating factor when the physiological and security needs of the workers 
have not been fully satisfied. Money plays a significant role in satisfying these needs, 
Therefore, management can use financial incentive for motivation. Money also helps in 
satisfying the social nwds of employees to some extent because money is often nxognised 
as a symbol of status, respect and power. Besides money is an important means of achieving 
a 'minimum standard of living' although this 'mininium' has the tendency to go up as 
people become more affluent. But this should hot lead one to conclude that money will 
always be a motivating factor to all people. To some people, importance of money may be 
redhced after a certain stage, and non-financial rewards may become more important They 
are motivated by money only up to the stage they are struggling for satisfying their 
physiological and security needs. 

Money provides for the satisfaction'of physiological and safety needs only which have been 
called hygienic factors by Henberg. Hygienic factory include wages and salaries and other 
fringe benefits. The presence of these factors at a satisfactory. IevelpreVents job 
dissatisfaction. They d6 not provide 'on a job satisfation' to t h ~  employees and,,therefore, 
cannot be considered as motivational factors. According to Henberg, in order to motivate 
the employees, it is necessary to provide for the satisfaction of ego, s d a l  and self- 



Shfiing and Directing actualisation needs. But these needs are present gellerally in case ol'ernployces in the higher 
positions, who get higher monetary rewards and are not motivated by increased monetary 
benefits. In case of employees at the operative levels, money certainly plays a significant 
role in motivating them because their survival and safety depends on it. 

From the above discussion, it can be said that money is not the only motivator and it is not 
always a motivator: Management shoold therefwe establish a motivational system which is 
capable of satisfying different kinds of human needs. 011 the job, satisfaction can be 
iiovided by helping the eniployees to develop themselves. Job enlargement, participative 
management, recognition, status syrnhols, and making the job challenging are solne of the 
other non-financial incentives which also motivate employees. 

When the physiological and security nceds iue satisfied with the help of money, it ceases to 
be a motivating lorce; thct is why it is regarded as a maintenance factor. Indeed employees 
have other ileeds also. They want status and recognition in society; they want to satisfy their 
ego needs and they want to achieve something in their lives. In order to motivate the 
employees having these needs. management riay use the following non-financial incentives: 

1 Campetition: If there is healthy competition among individual employees, groups of 
employees, it leads them to achieve their personal or group goals. Hence competition acts 
as a non-financial incentive. 

2 Praise or Appr~ciation of work done: Recogllition of satisfactory performance acts as a 
non-financial incentive since it satislies one's ego needs. Sometimes appreciation of 
work done is more effective than any other incentive. EIowever, this incentive should be 
used with great care because praising an incompetent cmploye6 creates resentment 
among competent empli~yees. 

3 Knowledge of the results: Knowledge of the results of work i~dcomplished leads to 
employee satisfaction. A worker feels happy if he is info~med about performance. He 
derives satisfactiotl wheri his superior appreciates the work he has done. In modem 
industry, the production workers have no contact with the consumers and so they cannot 
get the reactionof the consumers. Howevtr, they can be motivated to a greater extent if 
they are told the rating of their performance. 

4 Workers' participation in management: Participation in management provides strong 
motivation to the employees. It gives them psychological satisfaction that their voice is 
heard. Participation in management provides for two-way communication nnd so imbibes 
a sense of importance. 

5 Suggeslion system: Suggestion system is an incentive which satisfies many needs of the 
employees. Many. organisations which use the suggestion system make use of cash 
awards for useful suggestions. They sometimes publish the worker's name with his 
photograph in the company's magazine. This motivates the elnployees to be in search for 
something which may be of greater use ti the organisation. 

6 Opportunity for growth: Opportunity for growth is another kind of incenti

v

e. If the 
employees we provided opportunities for their advancement and growth and to develop 
their personality they feel very much satisfied and become more committed to 
organisation goals. 
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ij Munej is a read l i i t ~ ~ i  vsiin,i; f:i~.;.r;or. jt.ii~g a!: ............ .,... ...., i9wj .. ... .......... .... ... ii:~:?i: 

are not fuliy s:tti~fieiP. 
ii) Positive motivation is bwcd on .........., 
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11.8 LET US SUM UP 

Motivation may be defined as the complex of forces inspiring a person at work to iiltensify 
his willingness to use his maximum capabilities for the achievement of certain objectives. 
Motives or needs of a person are the starting point of the motivation process. Motives are 
energi~ing, invisible forces. One motive may result in many different behaviours. Also the 
same behaviour may result from many different motives. Behaviour can be used as an 
estimate of an individusl's motive. Motives can operate in harmony or in conflict. Motives 
change over time. Motives can also interact with the environmeit. 

The basic elements oi' the process of motivation are : (i) behaviour, (ii) motives, (iii) goals, 
(iv) some form of feedback or reaction. Behaviour is generally motivated by the desire to 
achieve a goal. Motives are directed towards goals and prompt people to action. 

McGregor formulated two sets of assumptions about human beings, which formed the basis 
of Theory X and Theory Y of motivation. He described Weory X as the traditional theory 
which required workers to be persuaded and pushed into performance on the assumption 
that the average huinan being dislikes work and would, avoid it if he can. He propounded 
Theory Y based on the assumption that. people by nature love work and can exercise self- 
direction and self-control in the service of objectives to which they are committed. 

Maslow's need priority theory is based on needs of people which arise in sequence and 
l~jerarchical order from physiological needs through security needs, social needs, estcem 
needs and self-fulfilment needs. Herzberg's two-factor theory distinguishes between 
maintenance or hygienic factors and motivationd f~ctors, the former having only negative 
significance and the latter having positive effect oil inotivation. The absence of maintenance 
factors like wages, job security, physical conditions of work and such extrinsic elements 
cause dissatisfaction, but their presence does not provibe motivation. On the other hand, 
motivational factors such as recognition, achievement, etc. are essential for motivatiilg 
employees and these factors provide positive incentives. 

Herzberg ernphasised the ilnporta~~ce of job enrichment as one of thz motivational factors. It 
refers to enriching the job content or the deliberate upgrading of respcnsibiliiy, scope and 
challenge in work. Job enrichment differs fronl job enlargement which involves horizontal 
loading, that is, addition of more tasks of the same nature. 

Motivation may bc classified on different bases e.g. positive and negative, extrinsic md 
intrinsic, financial and non-financial. Positive motivation is the process of attempting to 
influence the employees behaviour through the possibility of reward. Negative motivation is 
based on fear & threats i.e. demotion, lay off etc. Extrinsic motivators arise away from the 
job and are financial in nature. Intrinsic motivators are concerned with tile state of self- 
actualisation and occur on the job. 

Financial motivation refers to motivation induced by money or money's worth, like wages 
and salaries, bonus, medical benefits, etc. Non-financial motivation includes incentives like 
competition, praise, knowledge of results, pcuticipation in management, opportunity for 
growth etc. 

11.9 KEY WORDS 

Behaviour : Behaviour refers to the series of activities undertaken by nn individual or a 
group with a view to achieving stated goals. 

Esteem and status needs : They relate to self-confidence independence, achievement, 
competence, initiative, success, etc. 

Extbsic Motivation : Extinsic motivation refers to the incentives which a= external to 
the job, such as, salary, fringe benefits, etc. 



Statling and Directing Financial Incentives : Financial incentives are those which involve money or benefits in 
kind like wage, salary, retirement benefits, insurance, medical reimbursement etc. 

Goals : Goals are the ends which provide satisfaction of human needs. 
d 

Intrinsic Motivation : It refers to incentives internal to the job and provides satisfaction 
during the performance of work itself. 

Job Enrichment : It refers to the process whereby a job is enriched in terms of its contents, 
responsibility, scope, variety and challenge. 

Motivation : Motivation refers to the process by which human needs direct and control the 
behaviour of a human being. 

I 

I 

Motives : Motives are the primary energisers of behaviour which prompt people to action. 
I 

Motivators : Motivators are associated with positive feelings of employees about the job. 

Negative Motivation : It refers to the process of influencing employees' behaviour through 
fear of losing the job or losing promotion. 

Non-Financial Incentives : It includes incentives like status, recognition, challenge in .work 
etc. 

Physiological Needs : These needs relate to survival and maintenance of h~iman life, such 
as, need for food, clothing, shelter, water, rest, etc. 

Positive Motivation : It refers to the process of influencing employees' behaviour through 
the possibility of reward. 

Safety and Security Needs : These needs relate to job security, physical security, income 
security, provision for old age, etc. 

self-~ctualisation or Self-Fulfilment : It refers to realising one's potentiality for continued 
self-development and for being creative in the broadest sense of the word. 

Social needs : These relate to need for social incentive, relatedness, companionship, 
belongingness, etc. 

11.10 ANSWER TO CHECK YOUR PROGRESS 

A l (i) True (ii)False (iii) True (iv) False (v) False 
2 (i) needs internal (ii) behaviour (iii) latent (iv) goals (v) motivate 

B 1 (i) autocratic (ii) physiological (iii) finite, infinite (iv) hygiknic/maintenance 
(v) motivational 

2 (i) -d) (ii)-f) (iii) -d) (iv) -e) (v) -b) (vi) -c) 
+ 

C 1 (i) True (ii) False (iii) True (iv) False (v) False 
2 (i) physiological security (ii) rewards (iii) lower-order (iv) non-financial 

(v) satisfaction. 

1111 TERMINAL OUESTIONS 

1 Define motivation. Explain its importance to a modem enterprise. 

2 What do you understand by the tern 'motivation'? Point out the difference between 
positive and negative motivation. 

3 Explain Herzberg's two-factor theory and differentiate it from Maslow's theory of Need 
Hierarchy. 

40 



4 Enumerateihe assumptions of McGregor's Theory X and Theory Y. Which one is 
applicable in India? 

5 malt is meant by hierarchical nature of needs? Is the hierarchy rigid? Discuss with 
suitable examples. 

6 "Money holds the key to work motivation in\>modem business organisations." Discuss. 

7 "Non-financial incentives are as strong motivatbrs as the financial ones" Critically 
examine this statement in the light of need-priority model and two-factor theory of 
motivation. - 

Note : These questions will help you to understand the unit better. Try to write answers for 
them. But, do not submit your answers to University. These are for your practice 
only. 
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112.0 OBJECTIVES 

After studying this unit, you shou!a be able to: 

e explain the meaning of leadarsl~ip 

e desciibe the importance of mo~iageri-ial leadership 

0 state the theories and different siyles of leadership 

Q olltlir~e the fu~lctions of leadership 

analyse the relation between rnotivatisn arid leadzrship 

6 explaili the meaning of leadership effectiveness and enumerate the qualities of an 
effective leader 

r describe the meaning and sigr~i,ficance of morale. 

82.1 INTRODUCTION 

In Unit 1 ;, you have learnt about one of the directing functions of management viz., 
motivation. In this unit, you will l e i  another as2ect of the directing function, that is, 
leadersnip. As you know, management involves getting wvrk done through the people. By 
virtue of their position, managers can issue orders and instructions to their subordinates to 
get work done. But it is also necessary to ensure that subordinates put in their maximum 
effort in performing their tasks. Hence, managers have to regulate and influence the 
subordinates behaviour and conduct at work. It is through th: leadership role of managem 
that employees may be induced to perform their duties properly and maintain harmony in 
group activities. A manager having fornal authority can direct and guide his subordinates 
and command their obedience by virtue of his positional power. But as a leader, the manager 
can influence work behaviour by means of his leadership ability to get the cooperation of all 
members of the group. 



12.2 WHAT IS LEADERSHIP? 
Leadership 

Leadership may be defined as a process of influencing group activities towards the 
of certain goals. Thus, the leader is a person in a group who is capable of 

influencing the group to work willingly. He guides and directs other people and provides 
pufpose and direction to their efforts. The leader is a part of the group that he leads, but he is 
distinct from the rest of the group. As defined by George R. Terry "Leadership is the activity 
of influencing people to strive willingly for group objectives". 

Leadership natorally implies the existence of a leader and followers as well as their mutual 
interaction. It involves inter-personal relation, which sustains the followers~acc~pting the 
leader's guidance for accomplishment of specified goals. 

Managcrs have to guide and lead their subordinates towards the achievement of group goals. 
Therefore, a manager can be more effective if he is a good leader. He does not depend o ~ ~ l y  
on his positional power or formal authority to secure group performance but exercises 
leadership influence for the purpose. As a leader he influences the conduct and behaviolir of 
the members of the work team in the interest of the organisation as well as the individual 
subordinates and the group as a whole. But leadership end management are not the same 
thing. Management involves plaiining, organising, coordinating and controlling operations 
in achieving various organisational goals. Leadership isthe process which influences the 
people and inspires them to willingly accomplish the organisational objectives. Thus, a 
manager is more than a leader. On the other hand, a leader need not necessarily be a 
manager. For instance, in an informal group, the leader may influence the conduct of his 
fellow members but he may not be a manager. His leadership position is due to the 
acceptance of his role by his followers. But, the manager, acting as a leader, has powers 
delegated to him by his superiors. His leadership is an accompaniment of his position as a 
manager having an organised group of subordinates under his authority. Thus, managerial 
leadership has the following characteristics: 

i) It is a continuous process whereby the manager influences, guides and directs the 
behaviours of subordinates. 

ii) The manager-leader is able to influence his subordinates behaviour at work due to the 
quality of his own behaviour as leader. 

iii) The purpose of managerial leadership is to get willing cooperation of the work group in 
the achievement of specified goals. 

iv) The success of a manager as leader depends on the acceptance of his leadership by the 
subordinates. 

v) Managerial leadership requires that while group goals are pursued, individual goals are 
also achieved. 

12.3 IMPORTANCE OF MANAGERIAL LEADERSHIP 

The importance of managerial leadership in an organisation arises from the basic nature of 
the managerial and leadership roles of managers. Combination of these roles invariably 
leads to not only effective task performance and fuller achievement of organisation goals but 
also human satisfaction ground. This is because management is based'pn the formal 
authority of managers. Whereas, being leaders of work groups enables managers to achieve 
results on the basis of inter-~zersonal relations. The leader manager identifies himself with 
the work group. He acts as an intermediary between his subordinates and the top 
management. He takes personal interest in the development of his subordinates, helps them 
in overcoming individual problems through advice and counselling, creates appropriate 
work environment and builds up team spirit. AS a result the leader manager is able to 
develop better team work. The subordinates willingly accept his advice, guidance and 
direction and are inspired as a group to accomplish the specific goals. 
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12.4 THEORIES OF LEADERSHIP 

There are a number of theories which provide explanations regarding various aspects of the 
leadership phenomenon. Let us examine some of the theories. 

Trait Theory : This is the earliest theory based on a distinction between the personal 
qualities or traits of successful leaders. The thdory suggests a list of personality traits or 
characteristics which must be present h a person for his success as a leader. According to 
this theory, leaders must be physically strong and well-built, intelligent, honest and mentally 
mature. He must have initiative, self-confidence, ability to take decisions, and so on. Since 
all individuals did not have these qualities, only those who had them would be considered 
potential leaders. Following are the limitations of this theory: 

i) The trait theory is not accepted as a valid theory. 

ii) There is no universally agreed list of traits associated with successful leaders. 

iii) It is difftcuIt to measure the traits and, therefore it is not always possible to distinguish 
behveen leaders an& followers. 

Behavioural Theories : The behavioural theories of leadership are based on the belief that 
leaders can be identified by reference to their behaviour in relation to the followers. In 
other words, it is suggested that leadership can be described in terms of what leaders do 
rather than what they are. Behavioural theories have been presented mostly on the basis 
of research studies. According to the studies conducted in the States of Michigan, USA, 
leaders who treat their subordinates as human beings, are concerned about their well-being, 
and encourage and involve them in goal setting, ar i  more effective. They are described as 
'employee-centred' leaders. On the other hand, leaders who are 'production-centred' 
emphasise job performance in conformity with prescribed standards. He exercises close 
control over the employees as if they were tools of production. Such a leadership is 
associated with unsatisfactory work performance due to the low morale of employees. 

Studies conducted in Ohio State University showed two dimension of leader's behaviour 
viz., Initiating structure and Consideration. Initiating sttucture refers to the leader's 
behaviour in delineating the relationship between himself and members of the work group 
and in endeavouring to establish well defined pattern of organisation, channels of 
communication and methods of procedure. Whereas, consideration refers to behaviour 
indicative of friendship, mutual trust, respect and warmth in h e  relationship between leader 
and the members of his staff. 

Figure 12.1 

Combination of Initiating Structure and Consideration 
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, 'Look at Figuret12.1 which shows hat the beheviour of a leader may be described as any mix ' 
of both dimensions. - 

Situational Theories : In the situational theories of leadership the success of leadership 
depends upon the situation in which the leader operates. . . , 



According to leadership contingency model developed by Fred E. Fiedler, the leader's 
effectiveness depends upon three situational factors: 

i) Leader-followers relations, that is the degree of follower's trust, confidence and 
respect for the leader. 

ii) The extent to which the task performed by subordinates is routine or non-routine 
(known as task structure). 

iii) The position power of the leader, that is, the power associated with the rank and 
position of the leader in the organisation. He defined favourableness of a situation as the 
degree to which the situation enables the leader to exert his influence over his group. 

The most favourable situation for leaders to influence their group is one in which they 
are well liked by the members, the task is highly structured (i.e., routinised and 
predictable) and the leader has enormous power attached to his position. On the other 
hand, the most unfavourable situation for leaders is one in which they are disliked, the task 
is highly unstructured and he will have little position power. 

Figure 12.2 

Appropriateness.of leadership behaviour for various group situations 

Very favourable Intermediate favourable Very unfavourable 
leadership situation leadership situation leadership situation 

Task Oriented 

Look at Figure 12.2 which shows that task oriented leaders tend to perform best in group 
situations that are either very favourable or very unfavourable to the leader. On the other 
hand, relationship-oriented leaders tend to perform best in situations that are intermediate 
(medium) in favourableness. 

Another situational theory is the (Path-Goal Theory'. According to this theory, leaders are 
effective due to their influence on followers' motivation, ability to perform, and their 
satisfaction. Subordinates are motivated by the leader to the extent he is able to influence 
their expectancies relating to the performance and attractiveness of the goal. Further, 
individuals are satisfied with their job if they believe that (a) performance of the job will 
lead to desirable outcomes and (D) with hard work they will be able to achieve the desirable 
outcomes. 

Relationship Oriented 

12.5 LEADERSHIP STYLES 

The dominant behaviour pattern of a leader-manager in relation to his subordinates is known 
as leadership style. There are three basic styles of leadership as follows: 

Task Oriented 

1 Autocratic or Authoritative Style 
2 Democratic or Participative Style and 
3 Laissez-faire or Free-rein Style. 

Autocratic or Authoritative Style 
An autocratic leader ceniralises power and decision-making in himself and exercises 
complete control over the subordinates. In this style subordinates are compelled to follow 
the orders of the leader under threat of penalties. They have no opportunity to take part in 
goal-setting, or take initiative or make suggestions. They are subject to close supervision 
and, thus have a tendency to avoid responsibility. The autocratic manager has little concern 
for the well-being of employees, who suffer from frustration and low morale. They do not 
have any sense of &longing to the organisation and try to work as little as possible. 

Limitations :4t should be clear from the above that there are several limitations of the 
autocratic style of leadership. 
i) It *suits in low morale due to the inn& dissatisfaction of employees. 

Leadership 



Stafing and Directing ii) Efficiency of production goes down in the long run. 
iii) It does not permit development o'f futuie managers from among capable subordinates. 

~esp'ite the above limitations, autocratic leadership can be successfully applied in the 
following situations : 
i) When subordinates are incompetent and inexperienced. 
ii) The leader prefers to be active and dominant in decision-makirlg. 
iii) The company endorses fear and punishment for disciplinary techniques. 
iv) Theie is a little room for error in final accomplishment. 
v) Under conditions of stress when great speed and efficiency are required. 

Since the leader-manager takes all decisions in autocratic style, there is uniformity and 
consistency in decision-making. 

Democratic or Participative Style 
The democratic style is also known as participative style. In this style, decisions are taken by 
the leader in consultation with the subordinates and with their participation in the decision- 
making process. The participative leader encourages subordinates to make suggestions and 
take initiative in setting goals and implementing decisions. This enables subordinates to 
satisfy their social and ego needs, which in turn, lead to their commitment to the 
organisation goals and higher productivity. Frequent interaction between the manager and 
subordinates helps to build up mutual faith and confidence. 

Several benefits can be derived from the participative style of leadership as listed below: 

i) It helps subordinates to develop their potential abilities and assume greater 
responsibilities. D 

ii) It provides job satisfaction and improves the morale of employees. 
iii) The group perfonnance can be sustained at a high level due to the satisfied and cohesive 

nature of the group. 

However, the democratic style cannot be regarded a6 the best style under all circumstances. 
Its limitations are as follows: 

i) Decisions taken through consult&tion may cause delay and require compromises to meet 
different viewpoints. 

ii) A few vocal individuals may dominate the decision-making process. 
iii) No one individual may take the responsibility for implementing the decision taken by 

the group as a whole. 

Despite the above limitations, democratic style is suitable in the following situations: 

i) when subordinates are competent and experienced. 
ii) the leader prefers participative decision-making process. 
iii) rewards and involvement are used as the primary means of motivation and control. 
iv) the leader wishes to develop analytical and self-control abilities in his subordinates. 
V) the organisation has clearly communicated its goals and the objectives to the 

subordinates. 

Laissez Faire Leadership Style 

Laissez 'faire leadership style is just the opposite of autocratic style. A manager, who adopts 
this style, completely gives up his leadership role. The subordinate group is allowed to make 
decisions and it is left to the members of the group to do as they like. The role of any leader 
is absent. The group members enjoy full freedom as regards goal-setting and acting on it. 
Hence, there is chaos and mismanagement of group goals. However, laissez faire leadership 
is found to be quite suitable where the subordinates are well-trained, competent and the 
leader-manager $able to fully delegate the powers of decision-making and action to the 
subordinates: 

Laissez faire style\ is suitable i n  the following situations: 

- i) when leader is interested in delegating decision-making fully. 
ii) subordinates are well trained and highly knowledgeable. 
iii) organisation gods- have been communicated well, 



Despite a few suitability this style should he adopted rarely because it may lead to chaos and 
mismanagement. 

Look at Figure 12.3 which shows diagramatic representation of all these leadership styles: 

Figure 12.3 

Diagrarnatic ~e~resentation'of Leadership Style 
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Continuum of Leader Behaviour 
Robert Tannenbaum and Warren Schmidt depicted a broad range of leadership styles on a 
continur~m which moves from authoritarian or boss-centred leader behaviour at one end to 
democratic or subordinate-centred behaviour at the other end. 

Figure 12.4 

Continuum of Leader Behaviour 
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Look at Figure 12.4 which shows that leaders who are at the authoritarian end of the 
continuum tend to be task-oriented and use their power to influence their followers. He 
enjoys a high degree of control and delegate very little authority. On the other hand, leaders 
who are at the democratic side tend to be group oriented and provide their followers 
considerable keedom in their work. 

Although the leader continuum approach provides a wide range of leader's behaviour. It 
identifies the number of behavioural alternatives available to a manager. Moreover, the 

Leadership 



Stamng and Directing success of the leadership style depends on the modification of the leader to the needs of the 
situation. Its major limitation is that it supports unidimensional thinking. It has been found 
that employees orientation and task-orientation are not opposite ends on a continuum. 

tr,'laec%i, Pls~sa. E3ia.agrcss P 
1 \Vhicll of rhc follo\ving :,tatemenis ale T~ue  and which are False. 

i) Ee:~deislrip is not thc same thing as rnanagerslii~. 
ii) Leadel-,$Blip is a fu'unctian of managenlent. 
iii) Mitnagr.a.inlB,eradership irlvolves pursuit of t;roup, goals, not individual goals. 
iv) 'Frail theory of Eeadersbip emphosic.es the behaviour of leadel s. 
V) Ala aiatocmtic leader-managen can bc effective in the short-run, but not in the lsng- 

run. 

2 Fill in the blanks selecting appropriate: words fsorn those given within brackets. 
...................... i) A lender maiaager irava~.iably his subordinates (commands,,' directs and 

glrirlcs/re wards). 
...................... ii) Managcri:~l leadenhip is n process (regu!ar/continuous / cotlvenient). 

............................................ iii) h dcmocr,atic lender takes decisioris on Ihe basis of (his 
owrr juilgerrtent / group i~pini011 / individual views). 

...................... iv)  Employee-centre( leatiers have ~isaximum concern for (work / 
x u  bo~.iiinstcs / c~i'ganisution:d goals). 

...................... Y) Yi' nhc sitn:laion it; hT.,hly finourable leadership is most suitablc 
(rdalions ocie~lLctl/ r:15!~ oriented). 

12.6 FUNCTIONS OF LEADERSHIP 

A leadership functions of a manager are closely related with his managerial functions. But 
thay are somewhat different as well as overlapping. Essentially, the leader as a manager has 
to set the group goal, make plans, motivate and inspire subordinates 'and supervise 
performance. But he has to perform several other functions as leader. The more important of 
these functions are given below: 

1 To develop team work : One of the primary functions of the leader is to develop his 
work-group as a team. It is his responsibility to create a congenial work-environment 
keeping in view the subordinates competence, needs and potential abilities. 

2 To act as a representative of the work-group : The leader of a work-group is expected 
to act as a link between the group and top management. When necessary, the leader has 
to communicate the problems and grievances of his subordinates to the top management. 

3 To act as a counseller of the people at work : Where the subordinates face problems in 
connection with their performance at work, the leader has to guide and advise the 
subordinates concerned. The problems may be technical or emotional in nature. 

4 Time management : The leader's functions include not only ensuring the quality and 
efficiency of work performed by the group, but also checking on the timeliness of 
completing different stages of work. 

5 Proper use of power : While exercising power or authority in relation to his 
subordinates, the leader must be careful abo.ut-using his power in different ways 
accor&ng to the situation. It may be necessary to use reward power, coercive power, or 
expert power, formal or informal power, depending on what will stimulate positive 
response from the subordinates. 

6 Secure effectiveness of group-effort : To get the maximum contribution towards the 
achievement of objectives the leader must provide for a reward system to improve the 
efficiency of capable workmen, delegate authority, and invite participation of employees 

, in decision-making, ensure the availability of adequate resources, and communicat,e 
. 

necessary information to the employees, 



12.7 MOTIVATION AND LEADERSWPP 

~ffective leadership makes a positive impact on the motivation of members of a work group. 
This is due to the following reasons: 

i) Leadership creates a congenial work environment and thus ensures job satisfaction. 

ii) ~t enables group members to achieve individual goals as well as organisational gods. 

iii) It piovides for a proper system of rewards and incentives for capable employees, which 
includes both financial and non-financial incentives. 

iv) The leader's concern for the well-being and development of subordinates promises self- 
fulfilment to every group member. 

An effective leader-manager helps and supports his subordinates in the light of their 
individual values and expectations. This supportive relationship increases their motivation 
as it builds and maintains a sense of personal worth and importance of each individual. 

12.8 LEADERSHIP EFFECTIVENESS 

We have discussed above how different styles of leadership reflect the behaviodr pattern of 
the leaders. The manager leader may be effective or ineffective depending upon the 
leadership style adopted by him. He may be employee-centred (i.e., relations-oriented) or 
production centred (i.e., task oriented). In other words, the style may reflect the leaders 
concern for people or concern for production. But in reality, the manager-leader may 
combine his concern for people and concern for production with different degrees of 
emphasis on each. This idea was developed in the form of what is known as' 'Managerial 
Grid', which is briefly outlined below. 

Managerial Grid : The managerial grid refers to a diagrarnatic representation of the 
possible combinations of concern for people and concem for production which may be 
reflected in the style of leadership. The concept of managerial grid was developed by Blake 
and Mouton in 1964. 

Figure 12.5 

Diagramatic Representation of Managerial Grid 

(Low) G--- Concern for Production - (High) 

As shown in the diagram, there are nine degrees of concern each for people and production. 
Combining lower degrees and higher degrees of concern, five basic styles of leadership are 
distinguished as follows (No. 1 representing minimum concern, and No. 9 maximum 
concern) : 

119 
(Country club) 

5 

1,l 
(hpoverished) 

1,l style, where the manager has minimum concern for people as well as production, is 
known as impoverished management. This represents a casual attitude of the manager 
towards his job and the organisation cannot be expected to survive. 

9'9 
(Team) 

5 

9'1 
(Task) 

9,l style reflects the maniger's highest concem for production but least Concern for 
people. It is known as task management. 

Leadership 

1,g.style in which the manager has the maximum concem for people and minimum 



Staffing and Directing concern for production is described, as country club management. It implies that the 
manager is inclined to keep people happy expecting that happiness will make them more 
efficient, which is not true for business enterprises. 

a 5,5 style represents moderate concern for both people and production and therefore 
Mown as middle of road management. This style of leadership is preferred by many 
managers whose approach to management is,that of "live and let live". 

0 9,9 s'lyle is the best combination of concerns for people and production with maximum 
concern for-both. In this case, the manager hies to integrate the objectives of the 
organisatioh with the objectives of the people employed. This style therefore represents 
team management. It may be suggested that the 9,9 management style is likely to be 
most effective. 

Effective and InefPcctive Styles 
Effectiveness depends on the situational demands of a specific environment. When the style 
of a leader is appropriate to a given situation. it is termed effective. On the other hand, when 
rhe style is inappropriate to a given situation it is termed ineffective. Look at Figure 12.6 
which shows the effective dimension of leadership. 

Figure 12.6 

Diagramatic Representation of Effectiveness Dimension 

I 
--- - 

Task Behaviour Dimention .-> 
The basic styles of leadership are further divided into eight styles according to their degrees 
of effectiveness i.e., as more effective and less effective styles. The following are regarded 
as more effective styles. 

Executive : Used by a manager this style attaches maximum importance to work as well as 
the people. Such a manager is able to motivate people and utilise the team effectively. He 
sets high standards of performance and can accomplish the goals successfully. 

Developer : The manager adopting this, style attaches greatest importance to the people at 
work and has minimum concem for work. He devotes maximum attention to the 
development of individual subordinates and believes in their capability. 

Benevolent autocrat : The manager whose attitude and style are those of a benevolent 
autocrat has high concem for work and low concern for people. But he is able to achieve the 
goals without causing any resentment among the subordinates. 

Bureaucrat : With a bureaucratic style the manager is able to control the work-simation and 
achieve goals by means of rules and procedure. He has minimum concem for people and 

' 

work as such. 

The less effective (or ineffective) styles are stated to be those which are not appropriate to 
the situation. These are as follows: 

Compromiser : A manager who is equally concerned with people and work in a situation 
whichrequires emphasis on one of these, is a poor decision-maker due to pressures on both 
counts. Thus he is ineffective manager leader. 
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Missionary : The missionary manager is one who aims at harmonious relations an io~~g 
people as an ideal and is little concerned with work, although the situation requires greater 
emphasis on work. He is unable to get results. 

Autocrat : An autocratic manager is interested only in work and results thereof, whereas the 
situation requires relation-orientation. Such a manager lacks confidence in liis subordinates 
and depends on high-handed management. So his leadership fails in the long-run. 

Deserter : The manager who is concenied with neither people nor work reflects a passive 
attitude towards his job. He is an escapist. 

12.8.1 Factors Inf  uencing Leadership Effectiveness 

Taking an overall view of the question of effectiveness of leaders, some writers have 
identified a number of factors that influence the leader anti his effectiveness. These factors 
are: 

1 The leader's own personality, past experience ar~d expectations. 
2 The expectations and behaviour of his superiors. 
3 T11e subordinates' characteristics, expectations and behaviour. 
4 The requirements of tasks to be performed by subo~.dinates. 
5 Expectations add behaviour of fellow msnagers (peers). 
6 Organisational culture (climate) and policies. 

12.8.2 Qualities of an Effective Leader 

A leader cannot be effective unless he goss&'sses certain qualities of head and heart. 
Irrespective of the nature of the manager-leader's own responsibilities of the job and the 
style adopted by him, a number of qi~alitias are generally found to be possessed by the 
effective leader. The more importa~~t of these qualities are listed below : . 

1 Mental and physical health : To be able to bear the pulls and pressures of leadership, it 
is essential for the leader to have sound health both mental and physical. Along with a 
balanced temperament and optimistic outlook, he must possess stamina and sound health. 

2 Empathy : A leader must have the capabity to appreciate others and look at things from 
his subordinates' angle. This attitude of the leader motivates his subordinates. 

3 Self-confidence : Confiildence about one's leadership ability makes it possible for a 
leader to analyse and face different situations and adopt a suitable style. Lack of self- 
confidence often prevents managers to adopt participative style and repose trust in his 
subordinates. 

4 Awareness of others' opiniap about himself : A leader having self-confidence should 
not ignore how others perceive him as a leader. He must be aware of his strength and 
weakness in relation to his subordinates. 

5 Objectivity : A leader who is effective does not get carried away by emotions. He is fair 
and objective in his dealings with subordinates. 

6 Knowledge and intelligence : A leader to be effective must have knowledge of group 
behaviour, human nature, and activities involving technical and professional competence. 
He must have intelligent perception of human psychology and ability to think clearly and 
argue cogently on points of dispute, 

7 Decisiveness : Decision-making is a necessary but difficult task for every leader. A 
leader often has to take initiative and exercise mature judgement while taking decisions. 
Besides, he has to have foresight, imagination and creative ideas for effective decision- 
making. Open mindne.sr is yet another essential quality for tliat purpose. 

8 Ability to communicate : The skill of effective communication of goals and procedure . . 
of work is extremely important in leadership. To achieve desired reSults and coordination 
of efforts in a group, oral communication is of great significance. 

9 Sense of purpose and responsibility : A leader must have clarity of ~urpose and 
responsibility to be able to inspire his subordinates to achieve specific goalh 



Stamng and DlrecUng concem for production is described, as country club management. It implies that the 
manager is inclined to keep people happy. expecting that happiness will make them more 
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organisation with the objectives of the people employed. This style therefore represents 
team management. It may be suggested that the 9,9 management style is likely to be 
most effective. 
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sets high standards 'of performance and can accomplish the goals successfully. 

Developer : The manager adopting this style attaches greatest importance to the people at 
work and has minimum concern for work. He devotes maximum attention to the 
development of individual subordinates and believes in their capability. 

Benevolent autocrat : The manager whose attitude and style are those of a benevolent 
autocrat has high concern for work and low concern for people. But he is able to achieve the 
goals without causing any resentment among the subordinates. 

Bureaucrat : With a bureaucratic style the manager is able to control the work-situation and 
achieve goals by means of rules and procedure. He has minimum concern for people and 
work as such. 

The less effective (or ineffective) styles are stated to be those which are not appropriate to 
the situation. These are as follows: 

Compromiser : A manager who is equally concerned with people and work in a situation 
which requires emphasis on one of these, is a iJoor decision-maker due to pressures on both 
counts. Thus he is ineffective manager leader. 
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Missionary : The missionary manager is one who aims at harmonious relations anlong 
people as an ideal and is little concerned with work, although the situation requires greater 

on work. He is unable to get results. 

Autocrat : An autocratic manager is interested only in work and results the~eof, whereas the 
situation requires relation-orientation. Such a manager lacks confidence in his subordillates 
and depends on high-handed management. So his leadership fails in the long-run. 

. Deserter : The manager who is concerned with neither people nor work reflects a passive 
attitude towards his job. He is an escapist. 

12.8.1 Factors Influencing Leadership Efa'ectiveness 

Taking an overall view of the question of effectiveness of leaders, some wiiters have 
identified a number of factors that influence the leader and his effectiveness. These factors 
are: 

1 The leader's own personality, past experience ar~d expectations. 
2 The expectations and behaviour of his superiors. 
3 The subordinates' characteristics, expectations and behaviour. 
4 The requirements of tasks to be performed by subordinates. 
5 Expectations arld behaviour of fellow mhnagers (peers). 
6 Organisational culture (climate) and policies. 

12.8.2 Qualities of an Effective Leader 

A leider cannot be effective unless he poss$Sses certain qualities of head and heart. 
Irrespective of the nature of the managar-leader's own responsibilities of the job and the 
style adopted by him, a number of qhalities are generally found to be poSsessed by the 
effective leader. The more important of these quilities are listed below : . 

1 -Mental and physical health : To be able to bear the pulls and pressures ofleadership, i t  
is essential for the leader to have sound health both mental and physical. Along with a 
balanced temperament and optimistic outlook, he nlust possess stamina and sound health. 

2 Empathy : A leader must have the capadty to appreciate others and look at things from 
his subordinates' angle. This attitude of the leader motivates his subordinates. 

3 Self-confidence : Confindence about one's leadership ability mL&es it possible for a 
leader Lo analyse and face different situations and adopt a suitable style. Lack of self- 
confidence often prevents managers to adopt participative style and repose trust in his 
subordinates. 

4 Awareness of others' dpiniop about himself : A leader having self-confidence should 
not ignore how others perceive him as a leader. He must be aware of his strength and 
weakness in relation to his subordinates. 

5 Objectivity : A leader who is effective does not get carried away by emotions. He is fair 
and objective in his dealings with subordinates. 

6 Knowledge and intelligence : A leader to be effective must have knowledge of group 
behaviour, human nature, and activities involving technical and professional competence. 
He must have intelligent perception of human psychology and ability to think clearly and 
argue cogently on points of dispute. 

7 Decisiveness : Decision-making is a necessary but difficult task for every leader. A 
leader often has to take initiative and exercise mature judgement while taking decisions. 
Besides, he has to have foresight, imagination and creative ideas for effective decision- 
making. Open mindne.:~ is yet another essential quality for tbat purpose. 

8 Ability to communicate : The skill of effective communication of goals and procedure . . 
of work is extremely important in leadership. To achieve desired results md coordination 
of efforts in a group, oral communication is of great significance. 

9 of Purpose and responsi'bility : A leader must have clarity dpurpose and 
responsibility to be able to inspire his subordinates to achieve specific goah  



Staffing and Directing 10 Other qualities : Enthusiasm, courage, sense of direction, judgement, tact, courtesy and 
integrity are also regarded as necessary qualities for a leader to be effective. 

s 

Claeck Your Progress k 
I Fill in the blanks. 

...................... i) The prinaarg! function of the leader is to develop the work group as a 
...................... ii) When subordinates at work Pace problems the leader must act as a 

...................... ...................... iii) Leadership enables group ~lnembers to achieve as wdl as 
goals. 

iv) The leader-manager's effectivc~ess depends upon the ...................... adogted by him. 
v) Maxirnum concern far people and minimum concern for work is known ips 

...................... management. 

2 Which of the following statements are True and which are False. 
i) Tern management refers to moderate concern of the manager for work and people. 
ii) A Leader provides for a proper system of financial and nail-financial incentives for 

subordinates. 
iii) The managerial grid represents coinbination of lower degrees of concern for people 

, pp  co&em f& work. 
iv)? Middle of the~oac~ management means a passive attitude on the part of manager , - -. 

leader. 
V) :' The bureaucratic manager attaches rnaxi~nurn imporlance to work as well ., aes , - to 

people. 
, 3 Matcl~= foIlowing expressions given in column (A).and (B) by reference.to the 

alphabets and numbers against each. 

Column A Column B 
i) Mirnimum Concern for people & work a) Executive 
ii) No Concern for people & work b) Benevolent autocrat 
iii) Maxirn~lrn Concern for peopIe & work c) Deserter 
iv) Maximum Concenl for work and d) Bureaucrat 

Minimum Csncen~ for people 

12.9 MORALE 

You have learnt different dimensions of leadership behaviow. Effective leader tries his best 
to boast the moraIe of the employees which in turn motivate them to work willingly. Let us 
discuss about morale in detail. 

12.9.1 Meaning and Sigttificance of morale 

Morale is the state of mind 01 attitude of an individual or group towards the work and 
environment i.e., towards the superior, fellow members of the group and goals of the 
organisation as well as the task assigned. A favourable attitude is an indication of high 
morale, while an unfavourable attitude indicates low morale. 

Morale is an important factor which contributes to the willingness of people to work, leads 
to their happiness and determines their productivity. It is regarded as a significant variable 
which determines the success of an organisqon. With high mode,  people work willingly 
and enthusiastically for the achievement of organisational goals. Further, high morale leads 
people to attach greater irpportance to group goals & compared with their personal goals. It 
also reduces absenteeism and labour turnover. On the other hand, low morale leads to 
i efficiency, waste, low productivity, unrest and indiscipline among employees. Y 
12.9.2 Factors determining Morale 

I 

of people whish results from the conditions kde! 
ore important factors that influence morale are. 

., , . 

... 

organisational are considered by the . ' 

portant, morale generally tends to be high. . , 

. . .  . . 



2 ~eadership : The effectiveness of a leader in providing satisfactory work environment is Leadership 

another important factor in morale building. If leadership enables the subprdinates to 
achieve their goals and aspirations, there is a positive impact on morale. 

3 Group members : High morale also results from the nature and behaviour of co-workers 
in the group. If members of the work group are cooperative and there is mutual faith and 

among them, morale is likely to be high. 

4 Job satisfaction : The jobs assigned to employees are performed well if they derive 
per$onal satisfaction from the work they do and are proud of it. Satisfying jobs contribute ' 

toiards high morale patticularly when the employees thereby have opportunity of self- 
development. 

5 Structure of organisation : The organisation structure defines the lines of superior- 
subordinate relations. If the authority and responsibility are clearly defined and there is 
free and frank communication between the superior and the subordinates, the situation is 
highly conducive to morale building. 

6 Compensation : Satisfactory levels of wages and salaries as well as a system of rewards 
and incentives for higher efficiency are basic requirements for employee satisfaction, 
Thus, the morale tends to be high when fair compensation and rewards are assured. 

7 Advancement and promotional opportunity : An organisation in which capable 
employee have opportunities of advancement in their career through promotion is highly 
preferred by ambitious people. The scope of promotion to position of higher 
responsibility and remuneration is a positive factor that determines the morale of 
employees. 

8 'Living conditions and health : The living conditions of employees which contribute to 
the physical and mental health also affect morale indirectly. People who live under 
safisfactory conditions murally have a better attitude in relation to their work, 

9 Working environment : Conditions in the work place have of course a direct impact on 
morale. Provision for safety, health care, and welfare of employees help a great deal in 
building up their morale. 

12.9.3 Leadership and Morale 

There are.different reasons which may explain the correlation between managerial 
leadership and morale of subordinates. Good leadership inspires confidence in the 
subordinates not only to work efficiently but to derive adequate satisfaction from their work. 
Morale is generally high where the leader recognises the needs and aspirations of employees 
and identifies himself with the work group. Democratic leadership style wins over the 
loyalty of subordinates due to their involvement and participation in decision-making. The 
leader-manager who is concerned about the well being and advancement of careers of 
subordinates, supports them when they need his support, and represents their interests to 
higher-level managers, may build up the morale of subordinates more significantly. 
Provision of a system of fair compensation and incentive scheme by the leader also 
:ontributes a great deal to employee satisfaction leading to high morale. 

Check Your Progress C 
1 Which of the following statements are True and which arc False. 

C 

i) Morale is an attitude of mind which is reflected in willingness to work 
enthusiastically. 

ii) Living conditions of employees do not have any effect on their morale. 
iii) Manager leaders who are autocratic in their behaviour are able to build high morale. . 

. iv) People with low morale are misfits in their work-group. 
v) Leadership and morale are positively correlated. 

2 FilI in the blanks: 
i) Good health has a ...................... effect on morale. 
ii) Morale is ...................... when workers have a favourable attlb~de to their work. 
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the achievement of organisational goals. Factors that influence the morale of elnployees are : 
0bjectives.of the organisation, leadership, behaviour of co-workcrs, job satisfaction, 
structure bf the organisation, compensation, opportunity of career advancement, living 
conditions health, and working environment. There is a positive correlatio~i between 
managerial leadership and morale of subordinates. 

12.11 KEY WORDS 

Leader : A person who is capable of influencing the group in its activities. 

Leadership : The process of influencing group activities towards the achievement of certain 
goals. 

Leadership Style : The dominant behaviour pattern of a leader-manager in relation to his 
subordinates. 

Managerial Grid : Diagramatic representation of the possible combination of concern for 
people and concern for work which may be reflected in the style of leadership. 

Morale : The state of mind or attitude of people towards their work and work environment. 

12.12 ANSWERS TO CHECK YOUR PROGRESS 

A 1 (i) True (ii) True (iii) False (iv) False (v) True 
2 (i) directs and guides (ii) continuous, (iii) group opinion (iv) subordinates 

(v) task oriented 

B 1 (i) team (ii) counsellor (iii) individual, organisational (iv) leadership style (v) team 
2 (i) False (ii) True ,(iii) False (iv) False (v) False 
3 (i) and (d); (ii) and (c); (iii) and (a); (iv) and (b) 

C 1 (i) h e  (ii) False (iii) Falsc (iv) True (v) True 
2 (i) Positive (ii) high (iii) directly (iv) positively (v) fair. 

12.13 TERMINAL QUESTIONS 

1 What do you understand by leadership? How does it differ from managership? 

2 Enumerate the principal characteristics of managerial leadership. 

3 Define 'leadership style'. What are the main differences between autocratic, democratic 
and free rein leadership styles? 

4 What are the two types of leader behaviour identified in research studies in the State of 
Michigan and Ohio in U.S.A.? Explain briefly. 

5 Explain in'detail the concept of 'managerial grid' and its purpose. 

6 Write explanatory notes on : 
a) Effective and Ineffective styles of leadership 
b) Functions of leadership 
c) Qualities of an effective leader 
d) Trait theory of leadership. 

7 What is meant by morale? Outline the factors that iaflukncc the morale .of employees in 
an organisation.'What is the significance of leideiship vis a yis morale? 

- 
Note : These questions will help you to understand the unit Wtter. Try to Write answers for 

' ' them. But do not submit your answers to the university, They ilre for your practice 
only. 

Leadership 



UNIT 13 COMMUNICATION 

Structure 

13.0 Objectives 

13.1 Introduction 

13.2 What is meant by ~ommunkation? 

1 3.3 Nature and Characteristics of Communication 

13.4. Process of Communication 

13.5 Channels of Communication 
13.5.1 Based on Relationships 
13.5.2 Based on Direction of the Flow 
13.5.3 Based on Method Used 

13.6 Importance of Communication 

13.7 Barriers to Effective Communication 

13.8 Principles of Commufiication 

13.9 How to make Communication Effective 

13.10 Let Us Sum Up 

13.1 1 Key Words 

13.12 Answers to Check Your Progress 

13.13 Terminal Questions 

13.0 OBJECTIVES 

After studying this unit, you should be able to : 

explain the meaning of communication 

* describe the nature and characteristics of communication 

outline the process of communication 

b enumerate and distinguish between different types of channels of communication 

appreciate the importance of commutlication in management 

develop an insight into the bamers to effective communication 

state the principles of communication 

@ suggest how communication can be made effective. 

13.1 INTRODUCTION 

Communication is as important an aspect of the directing function of management as 
supervision, motivation and leadership. The success of management depends a great deal on 
effective communication. Since the purpose of directing is to activate subordinates to work 
towards the realisation of organisation goals, orders, instructions, plans, policies, rules, 
procedure and methods of operation must be communicated by managers to their 
subordinates. Similarly, the problems arising in the work process made at work, actual 
performance of employees etc. must be known to the superiors for proper guidance to be 
given to them in the day-to-day activities. In this unit we will discuss the meaning of 

. communication in a business organisation, its nature, characteristics and importance. We 
shall also distinguish between the various channels of communication which may be used in 
an organisation, analyse the barriers to effective communication aqd discuss how 
communication can be made effective on the basis of the pAnc*les of communication. 



13.2 WHAT IS MEANT 'BY COMMUNICATION? Communication 

Simply stated, communication means Wansmission of messages or exchange of ideas, facts, 
opinion or feelings by two or more persons. It is the act of making one's ideasmd opinions 
known o others. It may also be regarded as the process of meaningfully transferring 
inform tion from'one persdn to another. In an organisational set up, communication is the 
means i y which people are linked together for a common purpose, to establish a common 
interedt or mutual' understanding. Thus, communication does not simply involve sending of a 
message by one person. It also involves the receiver listening to it, interpreting it, and 
responding to it or acting according to it. 

13.3 "NATURE AND CHARACTERISTICS OF 
COMMUNICATXON 

Communication is essentially a two-way process. It is not complete unless the receiver of 
the message has understood the message and his reaction or response is known to the sender 
of the message. The basic purpose of communication is to create muma1 understanding and 
unity of commonnezs of purpose. It may involve exchange of facts by way of information 
thought, or ideas, opinion or points of view, feelings or emotions. Communication is a 
continuous process in management. No manager can avoid communicating with his superior 
and subordinates in the course of his activities. Inadequate or ineffective communication is 
often responsible for making managerial performance unsatisfactory. Managers at all levels 
and in all departments must communicate to keep the wheels of operations running 
smoothly. Thus communication pervades the entire organisation. 

The characteristics of communication in a business enterprise may be outlined as follows: 

1 It is a cooperaeivp process involving two parties, one who transmits and one who receives 
the message. 

2 The respective parties to a colnmunication must have the ability to convey and listen to 
what his counterpart has to communicate. 

3 'Communication includes sending the message as well as receiving the reaction or 
response to the message and therefore is a two-way traffic. 

4 The response to a communication is as essential as the initial communication because the 
response indicates the impact of the communication. 

5 The message to be communicated may be conveyed verbally, in writing, by means of 
signs, gestures or symbols. More than one meals may be adopted to m u e  the 
communication effective. 

6 The purpose of communication is that of passing information and understanding, to bring 
about commonness of purpose, interest and efforts. 

7 Communication is a continuous process for effectiveness and efficiency of on going 
operations, planning and policy making, 

8 Communic tion may flow vertically upward or downward between superiors and 
subordina J , horizontally between persons'occ~pyin~ similar ranks in different 
departments, as well as diagonally between persons at different levels in different parts of 
the organisation, Hence, commuriicatiGn flows pervade the entire organisation. 

13.4 PROCESS OF COMMUNICATION 
1 I 

i 
The process of communication implies the existence of a sender, a receiver, a message and a 
motivating climate fop it. The process includes the following steps: 

1 dl=*? pemption of the idea w prokm : No message can be transmitted properly ' 



StntXng and Directing unless the idea or problem is formulated with clarity of thought and perception on the 
part of the communicator. It is only on the basis of clear thinking that the communicator . 
can decide on the means LO be adopted to convey the message. 

2 Participation of others involved : The next step is to secure the participaiion of other 
persons in the decision to communicate a message. This inay be helpful in clarifying the 
ideas through interaction with others, gathering new ideas and suggesions, and in creating 
a motivating climate for securing positive response to the message. 

3 Transmission of the message : What to communicate, to whom, when and how are 
expected to be decided before actual transmission of the message. Actual transmission 
involves preparing the matter and the form of communication (known as 'encoding' the 
message) and selecting the medium or means of communication (oral or written) keeping 
in view the nature of person or group to be addressed. 

4 Motivating the receiver of the message : The communicator cannot depend on the 
message alone to get an appropriate response from the receiver. He must ensure that the 
receiver of the message is not only able to interpret the message correctly but 'Is also 
prepared to act according to it. Thus, apart from the clarity of the message, it must inspire 
the receiver to do or behave as desired by the sender of the message. 

5 Evaluation of the effectiveness of communication : After the message has been 
transmitted 3nd accepted by h e  receiver, it remains for the communicator to ascertain 
and evaluate the nature of impact of the communication. This determines whether and to 
what extent the receiver has positively responded to the message. 

Eleme~lts in the Communication Process : 
The process of corr~munication may be better understood if we take into account the basic 
elements in the communicatior~ process. The elements are shown in figure 13.1 

Figure 13.1 

Elements of Communication Process 

Communicator 
-.a -> 

Decoding 

Let us now discuss them one by one. 

1 Communicator : The communicator plays an important role in the process of 
communication as the message originates from him. Communicators rnay'include , 

managers, subordinates, clients, customers,, as well as outside parties. 

2 Encoding : Encoding the matter to be commnnicated is the second element. It refers to 
preparing the subject of communication (idea, fact, information, etc.) in a suitable 
language. 

- 3 Message : The encoded message needs to be transmitted by appropriate means. It may . 

be in verbal or written form depending on the purpose in view. 
4 

4 Medium : The medium of communication carries the message from the comrnuni~fltbr 
to the receiver. Face-to-face verbal communication, use of telephone, illter-corn facilities, 
issue of memorandum, notice, circulars, statements, telegraph, telex, etc. are the various 
means available as media of communication. Besides, non-verbal media like signals, 
gestures, etc. may also be used. The choice of medium is an important aspect of 
communi?ation, since proper medium also detkrmines its effectiveness. 

5 Decoding t Decoding refers to the conversion of the message by the receiver into 
meaningful t&iins so as to make it understandable. This is another important element of * 

communication for the receiver's response depends upon his understanding of the content 
and purpose of the message. 



Receiver : The receiver of the message has an equally vital role to play as the Communication 

communicator. Indeep, communication to be effective must be receiver-oriepted, for it is 
the receiver, his ability to decode the message and understand it, that contribute to a 
positive response from the receiver. 

Feedback : The actual response of the receiver to the message communicated to him is 
known as 'feedback'. This is an important element of the communication process for it 
reduces the possibility of a difference between the intention of the communicator and the 
interpretation of the message by the receiver. Two-way communication requires feedback 
to the initial message sent and enables the sender to check whether the message'received 
has been properly understood by the receiver. 

:hwk Your Puogsest; A 
Which of the fo'olllowing staten'1ents are %e and which me False. 
i) Communication involves something mere rl-lm sending a message, 
li) 'he basic purpose of csmmunicatien is 'to issue orders and insmcrions to 

subordinares . 
ili) Encoding meals writing a message in d e  i m ~ a e ,  
iv) Csmm~unieslrion is aiwlzys made cirb~cr verbdly er in witin&. 
V) Two-way communication ensums feedback to l c  i n ~ h i  messa$e sent. 
vi) What to cornmunicote must be decided first, md when lo w~municzlte deciW9aeer. 

: Fill in the blanks. 
i) Commurlictrrion is a .........,............ p m s s  in rnanagem~~r. 
ii) Tne receiver has to ...................... the message to un&nEnnd its content and p v s e .  
iii) The response of the party to whom a message has k n  sent is known its 

iv) 
.,....,........) ...... 

The respective parties to'a communbation must have the ability to ...................... and 7 

...................... what his counterlpm communicates. 
v) The encoded message may ?x transmitted through one or mom ...................... 

P 

rhe direction or path through which the flow of communication takes place is khwn as the 
:hannel of communication. The channels of communication can be divided qn the basis of 
1) the relationships (2) the direction of the flow and (3) the method used. 

13.5.1 Based on Relationships 

h e  direction of the flow is dasically goveqed by the relationships between the parties 
. , 

mvolved. Thus communjcation may be of two broad types: (1) formal (2) informal 
L 

1 Formal communication : The formal channels of communication are based on 
organisational reladon~hips established formally by the manngement of the organisation. 
Orders, instructions and information which flow through these channels are official 
communication. In other words, the formal channels of communcation are used for the 
transmission of official messages within or outside the, organisation. In every 
organisation, the lines of communication correspond to the chain of command, that is the 
superior-subordinate relations in the hierarchy. A superior gives orders to the ' 
subordinates directly under his authority but cannot do so to anyone who is more than 
one level below him in the hierarchy. Similarly, a subordinate cannot report on his 
performance or seek information from anyone except his immediate superior. He cannot 
directly communicate with any one who is more than one level higher in the hierarchy. 
He can do so only through his immediate superior. Formal channels of communications 
help management in maintaining order and add to the seriousness of purpose of the 
message transmitted. But, formal communication which is intended to flow through more 
than one level suffers from delay and chances of distortion. 

I! Informal communication : Communication which takes place on the basis of informal 
3r social flations among people in an organisation is knowrj as infdrmal communication. 
Such communication does not generally follow the official, formal channels. This type of 
:dmmunication occurs due to the natural desire of human beings to communicate with each 
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other qnd is the result of social interaction among people. It may take place between persons 
cutting across the organisational positions occupied by them and among people working in 
different work units. The origin and flow of informal communication are difficult to trace. 
Hence, it is also known as 'grapevine'. The messages which flow through informal channels 
are of varied nature. It may be purely personal or related with organisational inatters. 

The characteristic feature of informal communication is that it spreads very rapidly among 
people. But at the same time, it may 2onsist of half-truths and rumours passing between 
members of the organisation. No one can be made responsible for it, nor is it t*en 
seriously. Moreover, it may lead to leakage of confidential information. Sometimes it causes 
tension. It is also liable to a great deal of distortion as it passes from one person to another. 
However, management can take advantage of it by maintaining friendly and cooperative 
relations with others. 

13.5.2 Based on Direction of Flow 

Whether the corhmunication is formal or informal in nature, channels of communication 
may be divided according to the direction of the flow. These are : (1) vertical (2) horizontal 
(or lateral) and (3) diagonal communication. Let us examine the implication of these types. 

1 Vertical Communication : This type refers to communication that takes place between 
persons occupying superior and subordinates positions in the organisational hierarchy. 
Orders and instructions issued by managers to subordinate~and performance reports sent 
by subordinates to the managers are typical examples of vertical communication. It may 
be sub-divided into : (a) downward communication and (b) upward communication. 

a) 'Downward Communication : Communication which flows from higher-level 
managers to others in lower-level positions is generally known as downward 
communication. Thus, messages transmitted from the superior to his subordinates, or 
from a manager to the assiktant manager are downward communication. It also 
includes directives and messages which are issued by top management and are 
transmitted down the hierarchy through intermediate levels of management to 
employees at the lower levels. Such communications may consist of verbal messages 
conveying orders, policies, procedures, or written matter conveyed through notices, 
circulars, memorandas, bulletins, handbooks etc. 

b) Upward Communication : This type of communication flows from lower level 
managers and kmployees to those in higher level positions. Information and reports 
communicated by subordinate workers to the foreman, by the manager to the general 
manager, or by the chief executive to the Board of Directors, are examples of upward 
communication. The upward channels of communication not only enable higher 
level managers to get valuable information but also opinions and suggestions from 
lower levels at the time of making decisions on plans and policies. The opportunity 
of upward communication encourages people to transmit their complaints and 
grievances to superiors, draw the attention of managers to problems and make 
proposals for improving the efficiei~cy of work performance in the organisation. . 

2 Horizontal Communication : ~ommdic&on  that takes place directly'between two 
persons having equal ranks in the managerial hierarchy or between two subordinates 

' 

under the same manager is called horizontal communication or lateral comfiunication. 
Thus, horizontal communication consists of interaction between people in the same or 
different departments. This facilitates coordination of activities which are interdependent. 
For example, coordination of production and sales activities requires continuous 
exchange of information between the respective managers of the two departments. The 
same is true of factory manager and repairs and maintenance manager. 

1 

-3 Diagonal Communication : This.type of communication implies exchange of 
information between persons who are in positions at different levels of the hierarchy and 
also in different departments. This type of comkunicaiion does not take place except 
under special circumstanqes: For example, the Cost Accountant placed in the Accounts 
Department may want reports fwm the sales representatives for the purpose of I 
distribution cost analysis. These reports may be sent directly to the Cost Accountant , 
instead ~f being sent to the sales manager. T h i s  js ,an example. However, formal 

I 



communications are n o m d y  expected to be routed through the manager who is in Communication 
charge of the department from which the communication is made. 

P.5.3 Based on Method Used 

k the basis of the methods used for the purpose, communication may be : (i) verbal 1 written (iii) gestural. 

Verbal Communication: When the messages are transmitted orally it is called verbal 
com&unication. It is more effective method of conveying ideas, feelings, suggestions, 
information etc. It gives communication a personal touch. It is especially useful when the 
manager wants to know the reaction of the other person quickly. It is economical both in 
terms of time and money. There can be nothing better and more economical than passing 
a verbal order. Verbal communication includes face-to-face contact, interviews, joint 
consultation. However, verbal communication has its drawbacks. It is not useful when the 
number of persons to be communicated is more and if the communicator and receiver are 
at places far away from one another. Moreover, when the subject matter of 
communication has to be kept as a record, verbal communication will not serve the 
purpose. . . 

Written Communication: In a formal organisation, written communication is the most 
important media for conveying ideas, information etc. In every such organisation one 
comes across avariety of orders, instructions, reports and bulletins, serving as the basis 
of communication. Written communication is permanent, tangible and verifiable. The 
record is maintained and both the sender and the rqceiver have access to the records for 
further clarification. Written communication is advantageous where the subject matter to 
be conveyed is lengthy or where it is intended to be canveyed to a largq number of 
persons. One fundamental limitation of written communication is that it is usualiy time- 
consuming. Written communications tend to be very formal and 1a~k'~ersonal touch. It is 
difficult to maintain cbmplete secrecy about a written communication. Some day or other 
it is bound to reach those whom it was intended to be kept as a secret. 

Gestural Communication: Communication through gestures is often used as a means to 
make verbal or written communication more effective. One has only to attend meeting 
addressed by a trade union leader to see how he uses different gestures by hands, 
movement of eyes to make his point. If sometimes the su erior pats his subordinate on 
his back, it will be considered as appreciation for his wo k. This will in turn increases the 
efficiency of the subordinate. 

P 
111 types of channels of communication described above have been summarised in Figure 

13.2 
Figure 13.2 1 .  

I 'pypks of Channels of Communication 
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13.6 IMPORTANCE OF CONIMETNICATION 

I - 

E 
l The significance of effective communication in a modem organisation is recognised all over at 

the world. It is of vital importance for efficient and smooth functioning of an enterprise. The IT 
importance is evidenced by the fact that every manager on an average spends 80-90 p.c. of b, 
his time in the communication process. C1 

1 :  Let us analyse the basis of its importance. 
P 

1 Adequate and timely communication is necessary for the managerial functions of 
planning, organisini, directing and controlling to be carried out su'ccessfully. 

It is on the basis of information communicated to them that plans can be developed by 
top management. On the other hand, plans, policies and procedures must be 
communicated to operating managers and employees without which implementation of 
plans can hardly be'possible. Similarly to establish organisational relations, people must 
be informed about their position, tasks, and authority in the organisation: The directing 
function also requires.proper communication between managers and their subordinates 
and between membersof work-groups. Only then it is possible to achieve group goals as 
well as organisation goals. Again, timely feedback of actual performance against planned 
targets forms the basis of the control function of management. 

2 Effective communication contributes a great &a1 to higher efficiency in job performance. 
It ensures willing cooperation of others due to the close understanding of ideas and 
instructions established through communication. Indeed a direct relationship exists 
between the effec.tiveness of communication and efficiency in an organisation. 

1 .  , . 
- a : .  

Z? The quality of decisions made in an organisation depends largely on the amount and 
quality of infirnation available to the decision maker. However, the quality of 
information depends on the effectiveness of the communication system. Thus, a good 
communication system contributes positively to the quality of decisions. 

t 4 Communication is the me& by which delegation and decentralisation of authority is 

i. accomplished in an organisation. Operating mhnagers must have a clear understanding of 
, their respective limits of authority and accountability and the jobs assigned to them. This 

is possible only through qenexistence.and use of communication channels. 
.'I$ 

# 

5 Coordinati~n of interdependent activities requires communication to flow horizontally as 
well as through all levels ofauthority. 

4, , ( 
, .  11, 

6 The effectiveness of communication also helps in moulding attitudes and building up 
employee morale. It plays an i m p o h t  role in removing misunderstanding and 
developing harmonious labour-management relations. 
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3.7 BARRIERS TO EFFECTIVE COMMUNICATION 
1. fective communication implies that the message transmitted by the sender is Fderstood, 
/cepted and acted upon by the receiver for the intended purpose. Inactual practice, one or 
bre factors often stand in the way of effective communication. These are obstacles or 
rriers, which create confusion, misunderstanding and may even lead to breakdown of the 
rnrnunication process. The following types of barriers are commonly found to create 

in organisations. 

Multiplicity of Organisational Layers: The structure of organisation often causes 
messages to be distorted, stopped or absorbed particularly when there are many layers or 
levels in the hierarchy. In upward communication, the message tends to be distorted as it 
passes through intermediate levels. Information may be withheld at a particular level or 
passed on with changes. This is done if it is likely to have the effect of carrying an 
unfavourable impression to higher levels about the performance of the manager at that 
level. Downward flow of communication may also be distorted at intermediate levels to 
suit the convenience or serve the interest of managers concerned. This is known as 
'filtering' of the message. 

Language Barrier: The language used for communicating a message may create 
problems due to the difficulty of interpreting words or due to lack of clarity of 
eQression. People with different educational and cultural background and intellectual 
ability may find it hard to understand the message due to jargon used by the sender. In 
such cases, the same word may be attributed different meanings by the sender and 
receiver of the message. This is known as the problem of semantics. 

Status Barrier: Status relationships in an organisation may also be a serious obstacle to 
effective communication. People placed in superior and subordinate positions have 
difference in status on account of their respective ranks in the hierarchy. It  is due to the 
status difference that subordinates often suppress or withhold information which may not 
be liked by their superiors, or pass on distorted information to please their superiors. No 
subordinate l i e s  to reveal his mistakes to his superior. Similarly, the status 
consciousness of the superior prevents him'from fully communicating information which 
may adversely reflect op his ability or judgerhent. 

Physical Distance as a Barrier: In large organisations, the physical distance between the 
sender and the receiver of any message may become an obstacle to effective 
communication. This is because it is difficult to evaluate whether the receiver has 
understood, accepted and acted on the message sent to him if his workplace is far away 
from that of the sender. 

5 Emotional and Psychological Barriers: When people have strong atdmdes and feelings, 
they are emotionally affected by messages received mikh do not conform to their 
attitudes. Hence, they tend to either rejector refuse to accept sich messages. The sender 

:may also distort a message if he feels strongly about it or is under emotional stress at the 
time. Psychological barriers often arise due to lack of mutual trust and confidence. 
Similarly when subordinates have a favourable image of the superior they are 
psychologically more inclined to accept and respond positively to his messages. It does 
not happen if they have an unfavourable image. The image is built on the basis of 

- experience and interaction between the superior and the subordinate. Any communication 
, which purports to biing about a change in the existing state of affairs also creates 

psychological barriers since people generally do not like a change particularly when its 
effects are uncertain.. 

13.8 PRINCIPLES OF COMMUNICATION . 

'Ther~Cre no fixed principles for the guidance of communication by the managers of an 
organisation. The guidelines which are useful for making communications effective may be 
regarded as principles of communication. These are listed below: 

1 The problem or idea to be communicated needs to be analysed systematically so as to be 
clear about it. 
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Staffing and ~ l r e c t i n ~  2 ~ h k ~ u r ~ o s e  of each communication, that is, what is really to be accomplished through 
the communication should determine the language, means and media of communication. 

3 The meaning and intention of communication is conveyed not by words alone. The 
timing, physical setting, and the organisational climate are important determinants of the 
success of communication. 

4 Consultation with others may be appropriately made in planning communication so as to 
gain additional insight and objectivity to the message. . 

5 The basic content and overtones of the message as well as receptiveness to the viewpoint 
of the rece ik  have considerable impact on the effectiveness of communication. 

6 Whenever possible, messages should convey something of value to the receiver in the 
light of his interest and needs. 

7 Comrnuniclttions have greater changes of being effective when followed up by 
encouraging the receiver to express his reactions, or by review of performance and 
ensuring a feedback. 

8 Although communications are primarily necessary to meet immediate situations they 
must also be consistent with long-term interest and goals. 

9 The most persuasive communication is not what is conveyed through words but the 
action of the communicator following 'the communication. 

10 The sender of a message should not but ensure that the message is uilderstood but he 
must try to understand the reaction and attitude of the receiver by listening to his 
viewpoint. 

13.9 HOW TO MAKE COMM CATION EFFECTIVE 

The principles or guidelines to making communications effective are of a general nature, .. 
operationally speaking, a number of more specific suggestions can be made to ensure the 
effectiveness of communications. a 

1 Regulating the flow of communications: Planning communication should involve 
determining the priority of messages to be communicated so that managers may 
concentrate on more important messages of high priority. Otherwise, there is a possibility 
of managers being overloaded yith the task of communication. Similarly, incoming 
communication should be d i e d  and condensed, if possible, to reduce the chances of 
overlooking or ignoring important messages received. - 

2 Feedback: Along with each communication there is need for feedback, that is, 
communication of the response or reaction to the initial message. Feedback may include 
the receiver's acceptance and understanding of the message, his action or behavioural 
response, and the result achieved. Two-way cdmmunication is thus considered to be more 
helpful in establishing mutual understanding than one-way communication. 

3 Language of the message: Use of appropriate language is essential for effective 
coliununication, While preparing the message, its sender must keep in view the climate, 
as well as h e  ability of receiver to interpret the message accurately. 
be explained and vague expressions avoided. He must keep in view 

I . 
problem, that is, the p$ssibility of particular words having more than one meaning/ 
Experimbntal studies have shown that oral communication accompanied by its written 
version is more effective in bringing about the desired response. 

4 Importance of listening &refully: Listening to verbal messages carefully implies an 
active process. Half-hcmd attention to the communication is often the cause of 
rnisunderstanding'and codusion. A listener has to be patient, mentally composed, and 
avoiddislractions whik receiving the message. He should be in n position to concentrate' 
on the message and seek clarification, if necessary. On the ofhqhand, the sender of the 
message must also be prepared to listen fo what the receiver has to say, and respond to 
his questions, if any. 

'.. 



Restraint over emotion: Strong feelings and emotional stress on the part of either he i sender or receiver of messages are serious handicaps in the communication process, To 
a v ~ i d  any negative impact of emotion on the content of the message; the sender may . 
defer the communkdon for sometlme or consult to exercise re'straifit over his , ' 
psychological feelings to avoid misinterpreting the message and to be able to vspond to 
it with a composed mind. 

/ 

Non-verbal signals of compliance: Verbal messages are generally accepted orally by the 
receiver. But whether action will follow the acceptance of the message is not certain. It 
is, therefore, suggested that in the case of verbal communication the sendbr should 
observe the action of the receiver to ascertain whether the actions are in conformity with 
the intent and understanding of the message. 

Mutual trust and faith: No arnounrof seriousness of the parties involved can make the 
process of communication effective unless there is mutual trust and faith between them. 
The best means of developing these among people in an organisation are honesty of 
purpose and openness of the managers. However, it takes time to build such a climate. 
Both managers and subordinates have to cooperate for the purpose so that individuals feel 
free to make suggestions and correct each other's views without misunderstanding. 

Jheck Yoaar Progress C 
1 Whicli of the following stnre~rnerlts are Trait: and which are Hzdse. 

a) Coa~inrnunicatian suffers froirl sesnantia: ttarier when lEle message is corlveyed in 
vague wo14ds. 

b) As a principle, c~mrnunicnriun m%~nsi~tm+ritll long -term interests and goals 
. 

while meeting short-term needs. 
c) Action should be taken on incssages on a 'first come I'i~sa serve' basis. 
d) A subo~dirrate uhoulcl not 1~ permitted to ask questions on the corhrnunic:ation 

received from his superior. 
e) Verbal acceplance of a conimunicalion is not enough, it must be acted opon. 

Z Fill in the blanks. 
i) ILlutun1,faith and trust can be developed if there is ..................... and ..................... to 

the vicwpoirits of each other. 
iij Messages should corlvcy something cof value to the receiver in the light of his 

..................... allti ..................... 
iii) Subnrdinates do not feel free to express dieir views on policy matters to their 

................. superio1.s due to diKcrernse in ,.* 
iv) The r.nc,jst ~re:sr:i:~;:.2ve eo.;i;ii~::i::!ient,ion is i11a.a wb.;I: is: c:snveyed tlnmgh ...................... 

of tllc ~ol~~ifiu?rii:ip'i:~i' i'o;lc,-$$ing the ~:i~ir.h~nuni~~tion. 
Y) ..................... is as important in communication as speaking. 

13.10 LET US SUM UP 

tlommunication means transmission of messages or exchange of ideas, facts, opinion or 
Feelings by two or more persons. Communication does not only involve sending a message 
but also its acceptance by the receiver. It is essentially a two-way process. It is not complete 
unless the receiver has understood the message and his reaction is known to the sender of 
the message. 

Communication is a cooperative process involving two parties, each having the ability to 
convey and listen to what his counterpart communicates. The response to a dolnmunication 
is as essential as the initial communioation. The message may be communicatkd,'verbally, in 
writing, through gestures, signs or symbols. The purpose of communication is to pass 
information and understanding to bring about commonness of puyose, interest and efforts. 
It is a continuous process in management, The process of communication includes the 
following steps; (1) ,clear perception of the idea or problem by the sender, (2) participation 
of others involved, (3) transmission of the message, (4) motivation of the receiver, and 
(5) evaluation of the effectiveness of communication. 

, .  

The, basic elements of,the communication process are: 
(a) The comrnunicatpr, (b) Encoding, (f) Message, (d) Medium, (e) Decoding, (f) Receiver, 
and (g) Feedback. 

\ 

Communication ' 
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Comm~nication.channels may be of two broad types: Formal and Informal. Form?? c'hawels 
of communication are based on organisationd relationships formally established by the 
management. These are used for the transmirrsion of offici! messages within and outside the 
organisation. Formal communication corresponds to the chftin of command. 

Communication which takes place on the basis of informal or social relations among people 
in an organisation is known as informal conlmunication. Generally, such communications 
do not follow the formal channels, It is also known as grapevine. Channels of 
communication may be divided into three categories according to the direction of the flow 
viz., vertical, horizontal or lateral, and diagonal communication. 

I 

Communication that takes place between persons occupying superior and subordinate 
positions in the organisational hierarchy is known as vertical communication. The direction 
of flow of vertical communication may be downward or upward. Downward communication 
flows from higher level managers to others in lower level positions. Upward communidation 
flows from subordinates to superiors in the hierarchy of management. Horizontal or lateral 
communication refers to communications that take place dire&' between persons having 
equal ranks, or between subordinates under the same manager. Diagonal communication 
implies exchange of information between persons who ELE placed at d i f t ~ t e ~ :  lcveis and in 
different departments. Adequate and timely c~mmunication is necessary for managers to be 
able to can7 out their functions S U C C ~ S S ~ U ~ ~ Y .  Effective ~ 0 m m ~ n i ~ a t i o n  contfibut_es tc higher 
efficiency in job performance and ensures willing cooperation of others. The of 
decisions made by managers depends largely on the amount and quaQ ~f iiifamation 
available to them. Further, communication p r o ~ i d ~ ~ ~ ~ ~ ~ ~ ~ ~ ~  delegation and 
decentralisation is a c c - y _ ~ ~ & - r , ~ ~ r & & a t i o n  of interdependent activities requires 
continuous flow ~f&formation and exchange of views among managers. The effectiveness 
of Gc?frirmunication also helps in moulding the attitudes and building up employee morale. 
Barriers which stand in the way of effective communication are: (1) multiplicity of 
organisational layers; (2) language and semantic problems; (3) status difference; (4) physical 
distance; (5) emotional and psychological factors. 

The guidelines or principles which may be followed for effective communication include: 
(1) systematic analysis of the idea or problem; (2) the purpose determining language, means 
and media of communication; (3) the importance of timing, physical setting, and the 
organisational climate as determinants of the success in communication; (4) planning 

.communication in consultation with others; (5) consideration of the impact of the basic 
content and overtones of the message and receptiveness to the receiver's viewpoints; 
(6) necessity of conveying something of value to the receiver; (7) need for follow-up by 
encouraging the receiver to give his reaction, or by review of performance and ensuring 
feedback; (8) consistency of communication with the longitem interest and goals; 
(9) importance of aqtion following the initial communication; (10) understanding the 
reaction and attitude of the receiver. 

To make communication effective, the following factors should be given due attention; 
(1) regulating the flow of communication; (2) feedback; (3) use of appropriate language; 
(4) listening carefully; (5) restraint over emotion; (6) looking for non-verbal cues of 
compliance; and (7) mutual trust and faith. . 

13.11 KEY WORDS 

Communication Barriers: The problems which create confusion, misunderstanding and 
lead to breakdown of communication process. 

Communication ChanneI: The dimtion or path through which the flow of communication 
' 

takes place. 

Dec~ding: Conversion of a message by the receiver into meaningful term. 

Diagonal communication: Exchange of information between persons holding different 
I 
I ranks and placed in different departmehts. 
I 

I Downward Communication: The flow of ~ ~ - ~ ~ i ( ; a t i o n  is from the higher to the lower 
levels of management. 

i 66 . . . I 
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,coding: Expressing the message to be communicated in a suitable language. 

edbmk: l%e reaction or response of the receiver to the message. 

rmal Communication: It refers to communication among people strictly as per the 
annels laid down in the organisation structure. 

rapevine: Channels or flow of informal communication. 

~rizontal or Lateral Communication: Communication between persons holding similar 
nks in the same or different departments. 

formal Communication: It flows through unofficial channels not specified in the 
ganisation structure. 

ransmission: The act of saying, sending or issuing the message. 

pward Communication: This type of communication flows frpm lower level positions to 
gher level positions. 

ertical Communication: Row of communication between persons having superior- 
lbordinate relations. 

3.12 ANSWERS TO CHECK YOUR PROGRESS 

1 (a) Right (b) Wrong, (c) Wrong, (d) Wrong, (e)  Right, (f) Wrong. 
2 (i) Continuous, (ii) decode, (iii) Feedback, (iv) Convey, listento, (v) media 

, 1 .(a) Organisational, (b) Higher-level, lower-level, (c) Adequate, timely 
(d) Efficiency, (e) Coordination 

-2 (i) Right, (ii) Wrbng, (iii) Wrong, (iv) Right, (v) Right. 

: 1 (a) Wrong, (b) Right, (c) Wrong, (d) Wrong, (e) Fight. 
2 (i) Honesty of purpose, openness, (ii) Interest, netd, (iii) Status, (iv) Action, , 

(v) Listening. 

13.13 TERMINAL QUESTIONS 

Define 'Communication'. Why is communication of vital importance to management? 

! State and explain the basic elements of the communication process. 

I What are the steps involved in the process of communication? Discuss. 

I Distinguish +tween formal and informal communication. Why is informal 
communication called 'grapevine'? 

5 Explain the nature and significance of vertical, horizontal and diagonal communication 
channels. 

5 What are the most common barriers to effective communication? How can they be 
overcome? 

7 Discuss the major principles of communication. How can communication be made 
effective? / ' I 

3 Write Notes on 
a) Status barrier to communication. 
b) Communication channels. 
C) Emotional and psychological barriers to communication. 
d) Informal communication. 

Communication 
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14.0 OBJECTIVES 

After studying this unit, you should be able to : 

explain the meaning and objectives of coordination 

distinguish between coordination and cooperation 

explain the various types of coordination 

enumerate the principles of coordination, and 

discuss the techniques of coordination. 

14.1 INTRODUCTION 

In Blocks 2 and 3 you have learnt the various functions of management viz., planning, 
organising, staffing, directing and controlling. We shall now discuss the function of 
coordination which is very essential for any organisation to achieve its objectives. 

Management has to procure and make the best use of resources like men, material, money 
and machines to succeed in achieving business objectives. The resources are at the disposal 
of managers for different types of functions and operations, which are inter-related. Thus, to 
attain the objectives of the organisation ekfciently, different activities and efforts must be 
planned, organised and camed out in an orderly manner. 

The various activities of a business organisation are grouped and carried out in difkrent 
departments. Within each department again there is division and sub-division df operations 
according to the nature of tasks involved. Activities of such divisions, sub-divisionsand 
departments are to be monitored by harmonising individual and group efforts. This can be . 

achieved through coordination only. 

In this Unit you will learn the meaning of coordination, its importance, the techniques and 
principles of coordination as well as the limitations to coordination. 

14.2 DEFINITION OF COORDINATION 

You must have seen that in an orchestra, its conductor directs activities of the group in such 



Coordination and Control a manner that i t  produces harmony and melody in music. Similarly, in an enterprise a 
manager ( conductor) must also direct the activities of the group in such a manner that it 
brings harmonious and united action to achieve the common goal. 

In every organisation, division and sub-division of activities become necessary to derive the 
benefits of specialisation and smooth operation. Individuals and members of groups are 
expected to contribute maximum efforts in the perfonnance of their tasks. But, to ensure thitt 
their elforts are not'in conflict with each other, individual and group activities are to be 
harmonisecl so that there is unity of action. The process by which a manager brings unity of 
action in an organisation is coordination. Thus, managers at all levels are required to. - 
coordinate the efforts of their subordinates. 

Coordination refers to the orderly arrangement of individual and group efforts to 
ensme unity of action in  the realisation of common objectives. It involves 
synchronisation of different actions or efforts of the various units of an organisation to 
provide the requisite amount, quality, timing and sequence of efforts so that the planned 
objectives may be achieved with minimum of conflict. 

According to Brech, "Coordination is balancing and keeping toge;her the team by ensuring 
suitable allocation of tasks to the various members and seeing that the tasks are performed 
with the harmony atnong the members themselves." According to McFarland, ",Coordination 
is the process whereby an executive develops an orderly pattern of group efforts among his 
subordinates and secures unity of action in the pursuit of common purpose." 

U 

Theo Haimann defines Coordination as "the orderly synchronising of efforts of the 
subordinates to provide the proper amount, timing and quality of execution so that their 
unitzd efforts lead to the stated objectives, namely the common piirpose of the enterprise." 
From the above definitions we can infer that coordination is a conscious process of 
assembling and ~ynch~onising various kinds of activities with a view to achieve specific 
objectives. 

The following five points emerge from the above'discussion : 

1 Harmonisation of group efforts: Most of the management thinkers have emphasised 
on ha~lnonisation of group efforts to point out that organisation is not merely a 
collection of men, money, material, machines, methods, but these resources need to be 
properly organised. Besides, subordinates efforts must also be synchronised to ensure 
proper timing and quality of execution so that the organisational objectives are realised. 

2 Unity of action: Each individual in the organisation peifonns certain unique and 
different types of tasks. He is not only related wit11 others in.the organisation (through 
structure) but his function also affects other's functions. A manager tries to synchronise 
individual efforts to attain unity of efforts in the pursuit of common objectives. 
Coordination, therefore, applies to group efforts. 

3 Pursuit of common purpose : Each employee has goals, perceptions, values, beliefs, 
attitudes etc, and makes every effort to achieve his own goals. When individuals and 
groups work for achieving their objectives, they also contribute something for the 
achievement of organisational goals. The conflict, if any, between personal and 
organisational goals gets resolved through coordination. Managers h$v {@persuade 5 individuals and groups to work for a common purpose while achieving their own 
objectivea as well. 

4 Continuous process : Coordination is not a one-shot deal but a continuous process. It 
starts with the very first action in the process of establishment of business and runs 
through until its closure. It is a continuous process for achieving unity of purpose in the 
organisation. 

5 Responsibility : It should.be noted here that coordination is the most important 
responsibility of every manager in the organisation as he ties to synchronise the efforts 
of his subordinates with others. When this is not felt or realised by managers, there is a 
need to appoint special coordinators. 



14.3 NEED AND SIGNIFICANCE OF COORDINATION 
Coordination 

$many business organisation people are engaged in carrying out different tasks. A manager, 
through coordination, can avoid potential conflict among people, duplication of work, 
reduce wastage and save scarce resources. Synchronisation and harmonisation of various 
individual and departmental activities assume importance in achieving the desired 
organisational objectives. 

To ensure harmonious and smooth functioning of an enterprise, the departmental activities, 
all decisions and human actions are required to be pulled together. In doing so the managers 
should prevent overlapping and duplication of efforts that may affect the upity of action. 
Therefore, effective coordination is required in every business organisation. . 

In every organisation coordination has become inevitable due to the following reasons: 

1 Increase in size and complexity of operations : The advantages of economies of large 
scale production and distribution have led to the establishment of large business 
organisations. This has made the operations of the organhation more complex. 
Moreover, in a big organisation, a large number of pesple are employed to carry out a 
variety of tasks. This'complex structure of the organisation has given rise to problems 
of supervision and communication. Therefore, coordination plays an important role in 
integrating all these activities in the organisation. 

2 Specialisation : In this age of specialisation, highly skilled people are employed to 
perform technical jobs. Division of work into specialised functions and departments 
leads to diversity and lack of uniformily. Specialists in charge oi'various departments 
focus on their own functions with little regard to other functions. Coordination helps in 
synchronising the activities of different units and creates unity in the midsts of 
diversity. 

3 Clash of interests : There is a possibility of conflict between the personal goal of the 
employee and the organisational goal. Sometimes they may pursue their own 
specialised interests at the expense of the larger organisational goals. Coordination 
helps to avoid conflict belween individual and organisational goals. It brings about 
harmony between the two types of goals. 

4 Different outlook : Every individual has his own way of working and approach 
towards problems. Capacity, talent and speed of the people differ widely in any 
organisation. Therefore, it becomes imperative to reconcile differences in approach, 

' 

timing and effort to secure unity of action. By resolving the differences and bringing 
about unity coordination helps in creating congenial atmosphere in the organisation. 

5 Interdependence of units: Various units of an organisation depend upon one another 
for their successful functioning. The output of one unit serves as the input of another 

I unit. Therefore, the need for coordination increases with an increase in the 
1 interdependence between organisational units. 
I 

6 Human nature : There is a wide variation of human nature and attitudes in the 
organisation. Managers are confined with the job of their own departments. They do not 

i involve in the activities of other departments. This is more so when managers are 
compensated on the basis of their performance. Coordination helps in the integration of 
the activities of different departments in the organisation, + 

14.4 OBJECTIVES OF COORDINATION 

You have learnt the meaning and need for coordination. Let us now discuss the objectives of 
coordination which have been listed as below: 

I 
1 Reconciliation of goals : Conflicts in organisation arise because of differences between 

organisational goals and individual goals and the individualistic perception of gpals and 
its realisation. Coqrdination is the only means by which such conflicts can be avoided. 

7 
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Coordination and Control Through personal contacts and better communication contlicts are minimised and unity 
of purpose is achieved. Commitment to organisational goal is also brought about. 

2 Total accomplishment of goals : Although individuals are firmly committed for the 
achievement of organisational goals individual contribution to work bring about total 
accomplishment which is in excess of the aggregate of the individual~contribution. This 
is realised thiough the establishment of a reporting system and cIear-cut spellifig out of 
business objectives. 

3 Harmonious rk~at ionshi~s : Another objective of coordination is to maintain 
harmonious relationship between individuals and the brganisation. Individuals derive 
satisfaction when their work performailce brings about realisation of the desired goal. 
This keeps their morale high. 

As the organisation is structured with clear lines of authority and responsibility, conflict 
between line and staff personnel is minimised and better reIationship is established. 

' 

This not only helps in reducing labour turnover, but also enables workmen to stick to 
their jobs in the organisation. Thus, coordination in an organisation is expected to 
promote good personal reIationships. 

4 Economy and efficiency : Coordination aims at bringing about economy and efficiency 
of operations through synchronisation of activities and individual effor~s whereby 
wastage of resources is minimised and there is saving of time and expense. Reduced 
rejection and minimum delays in execution lead to effidiency of operations in the 
organisation. 

14.5 COORDINATION VS. COOPERATION 

The terms 'coordination' and 'cooperation' cannot be used interchangeably. Cooperation 
refers to the collective efforts of people who associate voluntarily to achieve specified 
objectives. Cooperation indicates the willingness of people to help each other, while 
coordination is much more inclusive requiring more than the desire and willingness lo 
cooperate. Coordination is an organisational effort while cooperation is individual. 

Coordination is an orderly arrangement of group effort to provide unity of action in the 
pursuit of common objectives. It requires deliberate effort on the part of management. 
Existence of cooperation among members of the group facilitates coordination but it does 
not mean that coordination originates automatically from the voluntary efforts of the group 
members. 

Coordination has to be achieved through conscious and deliberate efforts of the manager. 
For example, when a dozen persons are required to shift a heavy object from its present 
position to anpther position, their willingness to cooperate with one another for the common 
purpose may not be successful unless one of them coordinates their efforts. He must give 
proper direction to all members of the group to apply the right type of effort at the right time 
and right place. Cooperation is a necessary but not a sufficient condition of coordination. 

. Coordination without cooperation.and cooperation without coordination are detrimental to 
the organisation. To be effective an organisation requires both cooperation and coordination. 

Points of distinction between coordination and cooperation are: 

, i)  Cooperation is for the most part the result.of voluntary attitudes on the part of people in 
an.organisation while coordination is a state of affairs which an executive brings about 
through deliberate action on his part. 

ii) Cooperation is necessary for successful coordination, while coordination is necessary, 
for the success of the organisation as a whole. Coordination is a broader concept. 

' L  
iii) Cooperation has no elements like time,'quantity, or direction. Whereas coordination is 

. . the concerted effort of requisite ipant i t~ and quality arranged at the proper time. 



14.6 TYPES OF COORDINATION 

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

1 Internal and external coordination : Synchronisation of the activities and efforts of 
individuals within each of the respective units, departments, plants and offices of an 
organisation is known as internal coordination. Extemal coordination relates to 
~~nchronisation of the activities and efforts betweeqorganisation and its external 
environment comprising market, technology, govemmkbt;shareholders, etc. External 
coordination is very essential for the survival and.growth of the organisation just like 
internal coordination. 

2 Vertical and horizontal coordination: Vertical coordination refers to synchronisation 
of activities and efforts of people at different levels in the organisation. Vertical 
coordination is ensured by top management through .delegation of authority. Horizontal 
coordination means coordination between various positions at the same level in the 
organisation, which is brought about through mutual consultation and cooperation. 

Clnucls Yous Progress A 

1 Dcfinc Coordin~ution. 

........................................................................................................................................... 

........................................................................................................................................... 
....................................... ......*......................................m..*.....!.....................**...................... 

2 Distinyuisll between Coordini~tion rtnd C~operi\tion. 

ii) ....................................................................................................................................... 

3 State wllcther the Ihllowing stiltcrncrilx arc 'True or False, 

i )  Coordination helps in resolving the colifl ict of personal [teals and orgahisational 
goals. 

1 

ii) Large size r ~ f  busint:ss and its complex opcrations.make coordiliiltion essenlial. 

iii) I'hc need for coordination Liecrcuses with uu i~lc~ease in the interclepenclence 
betwcen orgit;iisationiil units. 

iv) Coordination provitlp:~ unity of action in the organisation. 

V) Coordiqntiori bctwecn various positions at the sume lcvcl in tire argani!ration is 
called vertical coordination. 

14.7 PRINCIPLES OP COORDINATION 

You have learnt that coordination is crucial to the success of any business enterprise. Let US 

now discuss various principles of chordination. 

1 Direct person to person contact : Direct coniact among the responsible persons in an 
organisation brings coordination throuih inter-personal relationships, exchange of , 

views, responses and communication. Personal contacts bring about agreement on 
methods, actions, and lead to quick and efficient realisation of corporate objectives. 

" 



C~~ordination nnd Control Direct contacts pave the way for removing misunderstanding, resolve controversies 
between the manager and his subordinates, and help in smooth functioning of the 
organisation. 

2 Early take off: Coordination can never be initiated at the execution stage. In fact, 
coordination should start from the very beginning of planning process itself. Right from 
the time of setting objectives, policy formulation and drawing up plans for execution, 
coordination has to be carried out. It helps in resolving the problems as soon as they 
come up. Moreover, partici~jation right from the initial stage not only facilitates 
agreement but also induces people to give their unconditional commitment to 
organisational goals. Therefore, coordination must have an early start. 

3 Contingency : Coordination which starts early continues till the attainment of the 
desired objective. Coordination is a never-ceasing and never-ending exercise of 
managers who strive constantly to maintain proper balance among different groups. 

4 Reciprocal relationships : All actions and people influence and are influenced by other 
actioils and people in the whole organisation. Thus, all factors in a situation like 
material, men, environment are reciprocally related. This necessitates integration of all 
efforts and interests towards the same purpose. 

5 Self-coordination : By self-coordination we mean that one department modifies itself 
favourably even when another department does not have direct control over i t  and the 
same is affected by other departments activity. For example, when the production 
department alters its total production in such a way as to suit the sales capacity of the 
marketing department, self-coordination is said to have taken place. 

14.8 MANAGEMENT TECHNIQUES IN 
COORDINATION 

It is clear, by now, that coordination is not something which can be ordered'by an executive 
but is brought about by the executive as he performs his managerial functions effectively 
and efficiently. Management techniques available to an executive for achieving coordination 
are outlined below: 

1 Coordination by rules or procedures: If the work is highly structured a11d proper 
systems have been laid down to carry them out, one can easily predict the outcome. 
Rules and procedures act as work guide to subordinates for taking decisions in course of 
their normal activities. Through rules and procedures, managers can easily'specify 
ahead of timerand the required actions to be taken by his subordinates. 

Coordination by type of organisation and departments: In business organisation 
coordination can be achieved by departmentalisation. Forms of departmentalisation 
facilitate coordination better than others. For instance, departments under fuilctional 
organisation are highly interdependent. The chief executive has to work hard to 
coordinate production, marketing, finance etc. for the company as a whole. But in the 
departments under product organisation, the head of the product division will have hi 
own production, marketing and finance departments under his authority and control. 
Hence, the chief executive does not have any difficulty in coordinating the activities 
under product organisation. 

3 Coordination by simple organisation structure: A simple and sound organisation is 
an important means of coordination. The lines of authority and responsibility from top 
to the bottom should be clearly deffned. This ensures minimisation of interpersonal 
conflicts and makes room for unified action. Unity of purpose is the primary goal of 
coordination. Therefore, goals of the organisation and members contribution to achieve 
the goals through their independent action within the structure must be clearly 
understood by everyone in the organisation. Only a simple organisation structure is 
expected to facilitate it and help in better coordination. 

4 Coordination by chain of command: The principle of 'scalar chain' which creates 
superior-subordinate relationship in the organisation through hierarchy or chain of ' 



command facilitates better coordination. Clear lines of authority and responsibility 
having been laid down by the superior, because o r  his organisational position, has the 
authority to issue orders and instructions to his subordinates. Moreover, coordi,nation 
between interdependent units can be easily achieved by putting the subordinates under 
one boss. 

5 Coordination by committees: Formation of committees to coordinate is a sound 
management technique. Committees are the body of knowledgeable, experienced and 
responsible persons entrusted with discharging some functions collectively as a 
Nowadays managers achieve coordination by creating interdepartmental committees, 
task forces, and teams. These cbmmittees are usually composed of representatives of 
interdependent departments and they are required to me-;t periodically to discuss 

- common problems and ensure interdepartmental coordination. Committees help jn 
establishing and maint;~ining face-to-face contact and personal relationships and to 
promote voluntary cooperation. 

6 Coordination by com~nunicat io~i  : Cotnmunication is the life blood of decision 
making. It also plays a vital role in coordination. Communication facilitates proper 
understanding between individuals and group anlong whom coordination is to be 
achieved. Through effective communication each and every person undel-stands his 
scope of activity and limits of functioning. As a result of such understanding one can 
ensure both horizontal as well as vertical coordil~ation. Modern information systems, 
use of computers in data processing and communiciltion network free from any barrier 
allow easy and quick flow of information. This enables the executives to coordinate 
business operations efficiently. 

7 Coordination by conference : In large business organisation conferences are organised 
at regular intervals to provide a platform for discussion of various problems faced by 
different departments geographically dispersed. In such conferences top management 
and executives at unit level exchange views, identify problems and resolve it through 
discussion. Such discussions and clecisio~~s pave the way for better coordination 
throughout the organisation. 

8 Coordination by special coordinators: In an organisation where an executive finds 
little time to attend to basic issues of coordination, he may hire an assistant to d o  the job 
for him. Such a person is known as special coordinator. I-Iis main task is to collect 
information regarding problems, analyse the same, list various alternatives available, 
and suggest steps to be taken by the executive to coordinate. Thus, the special 
coordinator provides valuable assistance to the executive in making decision. 

9 Coordination by leadership and  supervision : Leadership of top management is the 
surest means of achieving coordination. Sound leadership can persuade subordinates to 
have identity of interests and to adopt a common outlook. It may also bring self 
coordination within the group. 

Personal supervision and establishment of informal contacts wit11 people help to create a 
climale or  mulual lrust and cooperation which is the foundation of business 
coordination. 

14.9 PROBLEMS OF COORDINATION 

Though coordination between different departments, groups and activ.ities is essential f ~ r  the 
success of an organisation, some limitation must be overcome. They are discussed below: 

i) Uncertainty: A constant threat comes from an uncertain future. Natural phenomena " 
like rain, flood , disease, uncertain political condition, abnormal changes in the 
behaviour of individuals etc., pose uncer~ainty and challenge to coordination. 

ii) Personal limits: Coordination is limited to the extent of managers knowledge, 
experience, ability and wisdonl in business operalions and also his personal character. 

' 

m 

iii) Organisational limits: Thefe is a lack of orderly methocl of developing and adopting 
new and appropriate ideas and programmes in the organisation'structure. Because of its 

Coordination 



Coordination and Control particular structure, managers are not able to develop and use administrative skills 
which limit the degree of coordination. 

1 

( 6:ll~clc Your Progrfaas 18 

I State wtiich of t.he fc~llowimlg s[:tterm~cnts ;ire ' i ' r~~e  and vi~hicli ai.c F~!:,L:, 

i) Cooldirtation is best ;rchievctl Ipy csrdel or force. 

ii) Coordination should stilrt from the very beginning of the planning yrt.orc::;s. 

iii) Self-coordination means coordin;zeion of depnrtmental uctivitics o~ily. 

iv) The chief executive hils greater tlifficl~lty in coordinating f i~nc:~io~ia l  tlcp,~s.tmer:! a 

than product divisions. 

v) The principle of sc:il:lr chain Saeilitntes coordination. 

Z Fill in the blanks. 

i) Comrnunicatic~n f;~cilitates both ..................... and ..................... coortlination. 

ii) Rules and procedures help to predict l11e ..................... of work effort. 

iii) 'The limitlitions of coordination stem froni ........................................... and 
..................... limits. 

Complex nature of present day business organisations, conflict between organisational and 
individual goals and unpredictable nature of human beings require management to 
coordinate various activities in business to achieve its objective. To coordinate is to 
harmonise all the activities of a concern in order to facilitate its working and its success. 
Through coordination, an executive develops an orderly pattern of group efforts among his 
subordinates and secures unity of action in the pursuit of common goal. 

The main objective of coordination involves reconciliation of goals, total accomplishment of 
business objective, maintenance of satisfactory personal relationships, and economy and 
efficienc)tin operation. It is through continuous harmonisation of group effoits, and unity of 
action in puhuit of common purpose that the above can be attained. 

L 

Cooperation refers to the collective efforts of people who associate voluntarily to achieve 
specified goals, while coordination is an orderly arrangement of group efforts to provide 
unity of action in the pursuit of common objectives. It is a deliberate effort by the 
management. . .  

The basic principles of coordination involves: direct person to person contact, early take ofX, 
continuity, reciprocal relationships, and self-coordination. Whereas the techniques of 
coordination includes: coordination by rules or procedures, by type of organisation and 
departments, by organisation structure, by effective communication, by chain of command, . 

by committees, by conference and by leadership and supervision. 

14.U KEY WORDS 

Chain of command: An organisational hierarchy as a result of delegating authority 
sequentially from the top down to the first-line supervisors. 

Coordination: Achieving harmony of individual and group efforts towards the 
accomplishment of group purposes and objectives. 

Cooperation: The collective efforts of people who associate voluntarily to achieve specified 
goals. 

cornmitt&: A group of persons to whom, as a group some matter is entrusted for purposes 
of information, advice, interchange of ideas, or decision. 

12 



Horizontal coordination: Coordination between various positions at the same level in the 
organisation. 

Self-coordination: Self motivated phenomenon in which people at work adjust themselves 
according to the work of others. 

Vertical coordination: Synchronisation of activities and efforls of people at different levels 
in the organisation. 

I 
- - 

14.12 ANSWERS TO C%!IEBIK YOUR PROGRESS 

A 3 i) True ii) True iii) False iv) True v) False 

B 1) i) False ii) True iii) False iv) True v) True 

2 i) horizontal, vertical ii) outcome, iii) uncertainty, personal, organisational. 

I i4.13 TERMINAL QUESTIONS 
1 What do you mean by coordination? What is the need for coordination in today's 

business environment? 

2 What are the objeclives of coordinalion? Distinguish between coordination and 
cooperation. 

1 3 Explain the various principles of coordination and discuss its limitations. 

4 How can coordination be used as an instrument of effective management action? 
Discuss the various techniques through which coordination can be achieved. 

1 only. 

I 

Coordination 

Note: These questions will help you to understand the unil better. Try to write answers for 
them. But do not send your answers to the university. These are for your practice 
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15.0 OBJECTIVES 

After studying this unit, you should be able to: 

explain the nature and characteristics of control function 

describe the importance of control in management 

enumerate and analyse the stages in the control process 

explain the requisites of effective control, and 

* outline the various types of control. 

15.1 INTRODUCTION 

In the preceding units you have learnt in detail, the planning, organising, staffing anad 
directkg functibns of management. Controlling is another very important function of 
management. The study of management practices cannot be complete unless the function is 
also examined in detail. In this unit we shall discuss the nature and importance of the control 
function of management, analyse the stages in control process, outline the types of control, 
and explain the requisites of an effective control system. I 

15.2 DEFINITION OF CONTROL - 
Control may be defined as the process of analysing whether actions are being taken as 
planned and taking corrective measures to make them conform tp the plan of action. Control 
is the essence of good management. It is concerned with ascertaining that planning, 
organising and directing functions result in attainment of organisational objectives. In fact 
control precipitates bad decisions and their consequences and restores effectiveness and I 

efficiency. It is a continuous process which helps a manager to get the performance of his 
subordinates co~~espond to the standard fixed. It also defects the variations as soon as they 
occur and takes corrective steps to prevent them in future. 

According to Henri Fayol: "Control consists in verifying whether everything occurs in 
conformity with the plan adopted, instructions i'ssuedand principles established." 

d i 

The control function of management involves determining what is to be accomplished (the 
standard); what is being accomplished (the performance), and, if necessary, applying 



corrective measures so that performance takes place according to plans i s .  in conformity 
with the standard. 

In oth& words controlling involves: 

a) Knowing exactly what work is to be done as to quantity, quality and time available 

b) Checking whether work has been or is being carried out with the resources available, 
within the time available. at a reasonable cost and in accordance with Lhe required 
standard of quality 

C) Analysing deviations, if any, from the planned targets and standards to ascertain the 
causes thereof 

d) Adopting remedial measures to correct the deviations, and 

e) Suggesting revision of plans and targets, if necessary. 

-- 

15.3 CHARACTERISTICS OF CONTROL 

Control is a device or a procedure which keeps the manager informed as the-activities for' 
which he is responsible and which assures him that his plans and policies are being carried 
out according to schedule. The nature of control function will be clearly understood from the 
following characteristics of conl.rol: 

1 Control is all pervasive function: Control is essential at all levels of organisation. It is 
a follow-up action to the other management functions. Every manager performs the 
control function irrespective of his rank and nature of job. Control is the essential 
counterpart of planning. It is the control function which completes the management 
process. 

2 Control is a continuous process: Control is an ongoing and dynamic function of 
management. It involves continuous review of performance and revision of standards of 
operations. As long as an organisation exists, control continues to exist. It is amenable 
to change with the external environment. Therefore it is a highly flexible process. 

3 Planning is the basis of control: Control can be exercised only with reference to and 
on the basis of plans. Effective control is not possible unIess the management spells out 
clear objectives of the organisation. In faci, measurement of performance requires 
certain standards which are laid down under planning. Planning sets Lhe course and 
control ensures that actual action conforms to the planned action. 

4 Action is the essence of control: Control is an action-oriented process. A manager 
initiates action which guides the operation within the sphere of plans. In order to ' 

prevent a recurrence of deviations a manager modifies or improves the existing plans, 

5 Control is a forward looking process: Control aims at future. Although pas!. 
experience is the criteria for future standards, control is concerned with checking the 
current performance and providing guidelines for the future. Therefore, control is both 
backward-looking and forward-looking. It looks at future through the eyes of past. 

6 Delegation is the key to control: Effective control requires adequate delegation of 
authority. An executive can perform the control function properly if he  enjoys the 
authority. to take remedial action and is to be held accountable for results. 

7 Control allows the organisation to cope with uncertainty : Control helps in 
regulating the uncertain events of the organisation. It anticipates any shift in task and 
preferences of consumers and directs the organisation to modify its process in order to 
meet the contingencies of the future. 

15.4 IMPORTANCE OF CONTROL 

The necessity of control in business organisation cannot be over-emphasised. Proper control 
-. 

Process of Control . 



Coordinntion and Control smoothens the working of an orianisation. Absence of control leads to lowering of 
efficiency of the employees, since there is no check on their performance. Existence of an 
efficient system of control creates an atmosphere of order and discipline and helps greatly in 
minimising tl~e chances of work being defective or being delayed. The importance of control 
function also arises from the following benefits derived from it. 

- 
1 Adjustment in operations: A control system acts as a device for adjustment of 

organisational operations. There are various objectives which serve as the basis of 
control. It is through the control function that these objectives are achieved. Control 
provides the means of determining whether plans are being implemented and there is 
progress towards the achievement of objectives. It facilitates measures to be taken, if 
necessary, to correct any deviations. 

2 Managerial responsibility: In every organisation, managerial responsibility is created 
through assignment of activities to various individuals. This process starts at the top 
level and then goes to the lower level. While manager assigns work to be carried out by 
his subordinates, he remains responsible for the performance of their activities. It is 
quite natural that when a person is responsible for the performance of his subordinates, 
he must exercise some control over them. Thus, contnolling enables managers to 
discharge their responsibilities. 

3 Psychological effect: The process of control induces individuals towards better 
I 

performance. The performance of individuals is evaluated in the light of targeth set for 
them. A person is likely to act according to the plan, if he is aware that his performance 
will be evaluated against the planned targets. Thus, he is more inclined to achieve the 

I results according to the standards fixed for him, particularly when there is provision of 
reward or punishment on the basis of the performance. Since performance measurement 
is one of the basic elements of the process, it ensures that every person in the 

I ,  organisation contributes to his maximum ability. 

4 Coordination in action : Though coordination is the essence of management and is 
achieved through the proper performance of all managerial functions, control affects 
this aspect significantly. Controls are designed in such a way that they focus not only on 
the operating responsibility of a manager, but also on his ultimate responsibility. So this 
forces a manager to coordinate the activities of his subordinates in such a way that each 
of them contributes possitively towards the objectives. Since this follows throughout the 
organisation, coordination is achieved in the organisation as a whole. 

5 Organisational efficiency and effectiveness: If the control fuiction is carried out 
properly, it results in organisational efficiency and effectiveness. By making manager 
responsible, motivating them for higher performance, and achieving coordination in 
their performance, control ensures that the organisation works efficiently. As regards 
effectiveness, the organisation is effective if it is able to achieve its objectives. Since 
control focuses on the achievement of organisational objectives, it necessarily leads to 
organisational effectiveness. 

I 15.5 STAGES IN THE CONTROL PROCESS 

Controlling is the final step in the process of comparing actual performan-e with the plans 
and taking steps to initiate corrective action. The basic control process, wherever it is found 

' and whatever it controls, involves the following steps: 
I 

1 Setting standards: The total workload of the business is broken down into 
departments, sections and individuals. Each of them has specific objectives for detailed 
operation. These objectives are set in physical terms, such as quantities of products, 
units of service, labour-hours, speed oi'volume of rejections or they may be expressed 
in monetary terms, such as volume of sales, costs, capital expenditures or profits or it 
may be expressed in any other verifiable qualitative terms. These standards must be 
clear so that the checking of performance becomes possible. At the same time it is 

, 
essential that the responsibility should be identified with definite individuals in the 
organisation and he is accountable for the lapse, if the performance varies from the 

16 standard laid down. 



Establishment of standard may be discussed with S-0-6-I' chain. Standard is a 
measuring rod for the altainment of organisational objectives. These objectives aim at 
accomplishing the organisational goals, which is thewltirnate purpose of every 
organisation. 

Standards - Objectives - Goals - Pumose 

As shown above, standards are used to control objectives, abjectives are used to control 
goals, and goals are used to control purpose. 

2 Measurement of performance : The second step is to measure actual performance of 
v&ous individuals, groups or units.in the light of standards. Management shohd not 
depend upon the guess that standards are being met. It should mequre the performance 
and compare it with the standards. Quantitati\le'measurement is done ip those cases 
where standards have been set in numerical terms. This makes evaluation easy and 
simple. In all other cases, the performance is measured in terms of qualitative factors. 
For instance, performance of Industrial Relations Manager may be measured in 'terms of 
attitudes of workers, frequency of strikes, and morale of workers. Attitude and morale 
of workers are not capable of being measured quantitatively. They have to be measured 
qualitatively. If standards are appropriately drawn and if means are available for 
determining exactly what subordinates are doing, appraisal of actual or expected 
performance is fairly easy. 

3 Comparing performance with standards and ascertaining the causes of difference, 
if any : The responsibility of a manager does not end with measuring the performance. 
Deviations from the standard, if any, must be noted and the causes of deviation 
ascertained. Comparing performance with the standard and ascertaining the causes of 
deviation iivolve the third stage of control. The causes of factors responsible for 
deviations may be defective materials, machinery, process, slackening of efforts, etc. 
The comparative analysis should be done as close to the point of perfomai~cc as 
possible. It assists in quick location of defects and results in correction with minimum 
losses. 

4 Adopting corrective measures: The final step in the control process consists of 
remedial actions so that deviations may not occur again and the objectives of 
organisation are achieved. Towdrds that end, managers must take appropriate decisions 
so as to meet immediate needs, or revising the existing targets and standards, or 
changing the methods of selection and training of workmen, or even drawing up revis'ed 
plans. 

The above stages in the control process are shown in the Figs. 15.1 and 15.2. 

Fig. 15.1 Control Process 

(3) Comparing actuul performance 
with expected performance 

Figure 15.2 : The Control Process 
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Coofdlnation and Control C7iu~g:Lt at ~ i , )  $ !"i"at$)*~-,,'> 1). 

2 Which of the following st:itcrTicnts arc: ' l ' l~~c  ;rntl wl1ic:h ;ire Fiilst:. 

ii) Control is neces:i;lry only when there is devi:tfion 01' per-torrnancc froln htunrlilrtls 

iii) Orpanis:uioniil cf'iciency is cnsurcd with the Ilclp ol'conlrols. 

iv) Contl.olling mainly involves punishing people and pi~tting pressure on employees 
for et'ficicnl performance. 

I V) l'he process of control is relevant at all levels of mlanagcment. 

3 Enumerate thc stages in control process. 

i )  ........................ .. ................................................................................................ 
i i )  ........................................................................................................................... 
... ................................. 1u) .........................................................................,...... ............. 

.............................................................................................................................. iv) 

15.6 REQUISITES OF EFFECTIVE CONTROL 

To be effective and to serve its purpose, the system of control must satisfy certain 
requirements. These may be regarded as the prerequisites of effective control. The 
requirements of an effective control system may bc enumerated in brief as under: 

1 Definition of objectives: Before planning a control system, it is essential to clearly 
define the objectives of the organisation. The control sy$tem must be directed towards 
the potential or actual deviations from plans early enough to permit corrective aclion. 

2 Efficiency of control techniques: Control techniques are said to bc efficient when 
they detect deviations from plans and make possible corrective action at an early stage 
with the minimum of unsought consequences. 

3 Responsibility of control: The primary responsibility for the exercise of control 
should rest with the manager charged wit11 the implementation of plans. 

4 Direct cont1.01: Any control system should be designed to maintain direct contricl 
between the controller and the controlled. 

5 Organisation suitability: Controls should be tailored to fit the organisalion. The flow 
o~inforrnation.concerning current performance should correspond with the I 

organisational structure. If superior is to control overall operations, he must find a 
pattern Lhat will provide control for individual parts. 

.'$ 

6 ' Flexibility : A good control system must keep pace with the continuously changing 
patlem of a dynamic business world. It must be responsive to changing conditions. It 
should be adaptable to new developments including'the failure of the control system . 
itself. Plans may call for an autamatic system to be backed up by a human system that 
would operate in an emergency; likewise, an automatic system may back up a human 

. -'<, 
4% 

system. 
" ' *,. 

P .  7 Se1f;control: Units may be plaiined to control themselves. If a department can have its 
own goals and control sybtem, much of the detailed controls can behandled within the 
department. These sub-systems of self-control can then be tied together by the overall 
control system, 

- -18- 



8 Strategic point control: Effective and efficient cdntrol can be achieved if critical key 
or limiting points can be identified and close attention can be directed to adjustment at 
those points. This is known as 'Control by exception'. It is called control by exception 
because according to this principle only significant deviations from standard, whether 
positive or negative, require management's attention as they constitute exceptions. An 
attem t to go through all deviations tends to increase unnecessary efforts and to 
decrej l se attention on important problems. 

g Corrective action: Merely pointing out deviations is not sufficient in-a control system. 
~t must lead to timely corrective action to be taken to check deviatio'ns from standards 
through appropriate planning, organising and directing. 

10 Forward-loolting control: The control system should be directed towards future. It 
should report the deviations from the plans quickly in order to safeguard the future. If 
the control reports do not relate to the future, then the reports are of no use as they will 
not be able to suggest the type of measure to be taken to rectify the past deviations. 

11 Human factor: A good system of control should be worker centred rather than work 
centred as the control is exercised on the workers who do the work. It must find the 
persons accountable for results whenever large deviations take place and they must be 
directed accordingly. So the human factor must be given proper attention while 
controlling. A technically well-designed control syslem may fail because the human 
beings may react unfavouiably to the system. 

I 

12 Economical: The system of control must be worth its cost. The controls must justify the 
expenses  involved.'^ control system is justifiable if the savings anticipated from it 
exceed the expected costs in its working. Small-scale production units cannot afford 
elaborate and expensive control system. 

13 Objective standards: As far as possible, standards should be objective, that is based on 
factual information. If they are subjective, a manager's or subordinate's personality may 
influence judgement of performance inaccurately. Effective control requires objective, 
accurate and suitable standards. Objective standards may be quantitative or qualitative. 
However, in either case, the standard should be factually determinable and verifiable. 
Although we have explained how the 'Control Function' can be effective with various 
requirements as mentioned above, even then there are some'limitations of control. Let 
us now examine the limiting factors. 

15.7 LIMITATIONS OF CONTROL 

1 No control over external factors: Control is intended to be exercised on factors which 
are internal to an enterprise. But there are external factors like government action, 
change of market conditions, discovery and invention of new techniques and material of 
production, innovation and so on, which are often beyond the control of management. 
So, controls may be ineffective in the face of changing external factors. 

2 Want of satisfactory standards: Satisfactory standards help control operations. But 
there are many areas and activities with intangible nature of performance which do not 
permit accurate measurement. No satisfactory standards can be established for them, 
e.g. results of management development, public relations, human relations, advice of 
staff service, loyalty of workmen, and such other human behaviour. 

3 Measurement of imp<rfections: Intangible performance presents difficulties in setting 
up standards. It is also a complicated matter to measure its results in quantitative or 
qualitative terms. It is then left to managerial judgement and interpretation which 
cannot be taken as perfect measurement. Moreover, results of day-to-day activities 
involving uneconomic: expenditure cannot be evaluated or measured properly on 
grounds of economy. 

4 Limitations gf corrective actions: Business can be run on an even keel if all deviations 
and mistakes can be corrected properly in time. This will guard against losses. Conlrol 
operations are carried out in assumption of fixed personal responsibility and the person 
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Coordination and Control concerned is expected to adopt necessary corrective and remedial actions. It is not 

uncommon that many deviations occur, but nobody in particular can be held responsible 
for them. Control becomes ineffective in such cases. 

5 Adverse reaction against control: Control operations as a rule are not liked by the 
subordinates over whom they are exercised. Such operations curtail their freedom of 
action and interfere with their individual thinking and initiative. Control thus invites 
opposition and adverse reaction of the subordinates. 

6 Practical impediments to application: Control i~ivolves analysis of deviations to find 
out their causes. But it faces great obstacles in such analytical work. First of all, it 
involves considerable expenditure. Secondly, it requires skilled and experienced staff to 
cope with the situation. Thirdly, corrections and deviations may require some time and 
even stoppage of work which may result in loss to the concern. 

15.8 AREAS OF CONTROL 

For effectiveness, it is important to decide on the critical areas where control should be 
,exercised. There are many advantages of identifying these areas of control (also known as 
types of control) so as to enable management to: 

i) Delegate authority and fixing responsibility; 

ii) Reduce the burden of supervising each activity in detail ; and 

iii) Secure means of achieving satisfactory results. 

Controls are actually needed in every area where performance and results directly and 
vitally affect the survival and prosperity of the organisation. These areas need to be specially 
mentioned. In this connection, Peter Drucker has identified eight key result areas where 
objective should be set and controls should be exercised. These are: , 

1 Miuket standing 

2 Innovation 

3 Productivity 
I 
1 4 Physical resources 

5 Financial resources 

1 . .. 6 Profitability 

I 7 Manager performance and attitude 

8 Public responsibility 

Apart from the identification of key areas, control may be distinguished on the'basis of their 
nature and purpose. Let us discuss them one by one. 

1 . Physical and Financial Control 
Physical controls refer to controls over the safety and maintenance of properties and 
assets, stocks of materials, stores, spare parts, and other articles on the task of 
quantitative and numerical measures. Financial contlnls include control over cash 
receipts and payments, fixed and work& capital, income and expenditrre as well as 
profits and the value of assets and liabilities. . 

2 Control Over Actual and Anticipated Performance 
Day-to-day operations need to be controlled to achieve the short-run objectives, targets 
and standards as well as continuing goals. This is another category of controls. 

3 Control Over Activities or Areas of Operations 
i) Control over policies and procedures : Policies are formulated procedures laid 

down to govern the behaviour k d  action of personnel in the organisation. These 
are generally controlled through manuals which are prepared by top management. 
Each individual in the oganisation is'expected to function according to manuals. 

20 



ii) Control over organisationi organisation Charts and Manuals are used to keep 
control over organisatio'n structure. Organisation manuals attempt at solving 
organisational problerrls and conflicts, making long-range crganisational planning 
possible, enabling rationalisation of the organisation structure, helping in proper 
designing and clarification of each part of the organisation, and conducting periodic 
check on facts about organisation practice. 

iii) Control over personnel: Generally the Personnel Manager or Head of the 
Personnel Department, whatever his designation maybe, keeps control over 
personnel in the organisation. Sometimes, a personnel committee is constituted to 
act as an instrument of control over key personnel. 

iv) Control on wages and salaries: Control over wages and salaries is exercised 
through job analysis and job evaluation. The functions are carried out by personnel 
and industrial engineering departments. Often, a wage and salary committee is 
constituted to provide help to these departments. 

v) Control over costs: Control over costs is exercised through making comparison 
between standard costs and actual costs. Standard costs are set in respect of 
different elements of costs. Cost control is also supplemented by budgetary control 
system which includes different types of budgets. The Coptroller's department 
provides information for setting standard costs, calculating actual costs, and 
pointing out differences between these two. 

vi) Control over methods and manpower: Control over methods and manpower is 
required to ensure that each individual is working according to schedule. For this 
purpose periodic analysis of activities of each department is conducted. The 
functions performed, methods adopted, and time consumed by every individual are 
studied to eliminate non-essential functions, methods and time. Many organisations 
create a separate department or section known as 'Organisalion and Methods' to 
keep control over methods and manpower. 

vii) Control over capital expenditure: Control over capital expenditure or acquisition 
of fixed assets exercised through the system of evaluation of projects and ranking 
of projects on the basis of their importance, generally on the basis of their earning 
capacity. A capital budget is prepared for the business as a whole. The budget is 
reviewed by the budget committee or appropriation committee. For effective 
control over capital expenditure, there should be a plan to identify the realisation of 
benefits from capital expenditure and to make comparison with anticipated results. 
Such comparison is important in the sense that it serves as an important guide for 
future capital budgeting activities. 

viii) Control over service departments: It is effected: 
a) through budgetary control within operating departments., 

b) through putting limits upon the amount of service an individual department can 
ask for, and 

c)' through authorising the heads of service departments to evaluate the request for 
service made by other departments and to use discretion about the quantum of 
service to be rendered to a particular department. Sometimes, a combination of 
the methods may be used. 

ix) Control over line of products: Control over line of products is exercised by a 
committee whose members are drawn from production, sales and research 
departments. The committee controls the product-mix on the basis of studies about 
market needs. Efforts are made ro simplify and rationalise the line of products. 

x) Control over research and development : Control over research and development 
is exercised in two ways: 
1) by providing a budget for reseqrch and development, and 

2) by evaluating each project keeping in view savings, sales or profit potentialities. 

Research and development being a highly technical activity is also controlled 
indirectly. This is done by improving ihe ability and judgement of the research staff 
through training programmes and other devices. 

Process of Control 
I 



Coordination and Control xi) Control over foreign operations: Foreign operations are controlled in the same 
way as domestic operations. The tools and techniques applied are the same:The 
only difference is that the chief executive of foreign operations has relatively 
greater amount df authority. 

xii) Control over external I-elations: External relations are regulated by the public 
relations department. This department may prescribe certain measures to be 
followed by other departments while dealing with external parties. 

xiii) Overall control: Control over each segment of the organisation contributes to 
overall organisational control. However, some special measures are devised to 
exercise ovel.all control. This is done through budgetary control, project profit and 
loss account and balance sheet. A master budget is prepared by integrating and 
coordinating budgets prepared by each segment. The budget committee reviews 
such budget. This budget acts as instrument for overall control. Profit and loss 
account and balance sheet are also used to measure the overall results. 

Which of the following staterr~ents are 'l'rue and which False. 
j. 

i) Control techniques may be said to be efficient if subon.dinatc..s like them. 

~ i )  Post dcviations cun be corrected only if coutrols are forward looking. 

iii) Expenses on control should not ralattcr beca~lse control relieves the rnnamager of their 
worries. 

ivS Manager having no control over external factors should not try to control interi~al 
clisturbances. 

v) Identifying critical areas of control enables manager to delegate authority. 

2 Enumerate the critical or key result areas where conti.ol should be exercised by 
managers. 

ii ) ................................................. vi) ................................................. 
................................................. iii) vii) ...'........ ...................................... 

... 
iv) ................................................. VIII) ................................................. 

15.9 LET US SUM UP 

- -The study of management practices cannot be complete unless the controlIing function is 
clearly understood. Control may be defined as the process of analysing whether actions are 
being taken as planned and taking corrective measures to make these conform to the plan of 
action. It is a continuous process which helps a manager to get the performance of his 
subordinates correspond to the standards fixed, to detect the variations as soon as they occur, 
and to take corrective steps to prevent them in future. 

The characteristic features of control include: Control'is all pervasive funcpon, control is a 
continuous process, planning is the basis of control, action is the essence ofcontrol, control 
is a forward-looking process, delegation is the key to control and control allows the 
organisation to cope with uncertainty. 

Proper control smoothens the working of an organisation. Existence of an efficient system of 
control creates an atmosphere of order and discipline and helps greatly in minimising the 
chances of work being defective or being delayed. The importance of control function also 
arises from the various benefits derived fiom it. Like adjustment in operations, managerial 
responsibility, psychological effect, coordination in action and organisational efficiency and 
effectiveness. 

The process of control involves (1) establishing standards (2) measurement of pedorrnance , 



(3) comparing performance with the standards and ascertaining the causes of differences, if Proce~s of Control 

any, and (4) correcting deviations by remedial action. 

TO be effective and to serve its purpose, the system of control must satisfy certain 
requirements, which includes: (1) Definition of objectives in clear terms: (2) Efficiency of 
control techniques; (3) Assigning responsibility for control; (4) Direct contact; 
(5) Suitability of the system to the organisation; (6) Flexibility; (7) Encouragement of self- 
control; (8) Strategic point control; (9) Timely corrective action; (10) Forward-looking 
control; (1 1) Attention to human factor; (12) Economical; and (13) Specifying objective 
standards. 

Despite all precautions, controls are not always perfect since there are several limiting 
factors which restrict the effectiveness of controls. 

Controls may be distinguished on the basis of the key result areas where controls should be 
exercised. Controls may also be distinguished on the basis of their nature and purpose. Thus, 
controls may be divided into several categories, such as: (1) Physical and financial controls 
(2) Control over actual and anticipated performance, and (3) Control over activity or areas 
of operation. 

15.10 KEY WORDS 

Control: Process of verifying whether performance of work is in conformity with plan and 
correcting it where necessary. 

Control by Exception: Attending only to significant or exceptional deviations in the . 
process of control. 

Financial Control: Control over cash flows, capital, income, expenditure and profits. 

Forward-looking Control: Correcting deviations to safeguard the future operations in the 
concern. 

Physical Control: Control over the safety and maintenance oiproperties, assets and 
physical quantifiable objects. 

Standards: Norms of work performance. 

Strategic Point Control: Identifying and directing closer attention to key or limiting factors 
and points in the process of control. 

15.11 ANSWERS TO CHECK YOUR PROGRESS 

A 1 The controlling function of management may be defined as the process of 
determining what is to be accomplished, what is being accomplished, and, if 
necessary, applying corrective measures so that performance takes place according 
to plans. 

2 i) False ii) False iii) True iv) False v) Tnle 

3 i) Establishing standards of performance. 
ii) Measuring performance. 
iii) Comparing performance with standards and ascertaining the causes of 

differences, if any. 
iv) Adopting corrective measures. 

13 1 i) False ii) True iii) False iv) False v) True 
2 i) Market standing ii) Innovation iii) Productivity iv) Physical resources 

v) Financial resources vi) Profitability vii) Manager performance and attitudes 
viii) Public responsibility. 



Coordination and Control 15.12 TERMINAL QUESTIONS 

1 What do you mean by controlling function of management? Describe salient 
characteristic feacures of control. 

2 "Control is a fundamental management function that ensures worth accomplishment 
according to plans." Discuss. 

3 Explain the importance of control in a'business enterprise. What are the requirements of 
an effective control system? 

4 ~ x ~ l a i n  in detail various stages in the control process. 

5 Enumerate the various requisites of an effective control system and outline the 
limitations of control. 

6 Discuss various types of control or control areas. 

. 

Note: These questions will help you to understand the unit better. Try to write answersfor 
them. But do not send your answers to the university. a hey are for your practice 

. 
only. 
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I 
I 

I 16.0 OBJECTIVES 

I 
1 After studying this unit, you should be able to: 

I 
I explain the characteristics, elements, advantages and limitations of budgetary control 

/ o . describeihe advantages and limitations of standard costing 

1 0 explain the concept and limitations of break-even analysis 

describe the meaning, advantages and limitations of PERT (Programme Evaluation and 
Review Technique) 

l explain the meaning, advantages and limitations of CPM (Critical Path Method) 

I describe the meaning and nature of statistic21 quality control, and 

explain the meaning, advantages nnd limitations of management audit. 

INTRODUCTION 

We have discussed in the previous unit the nature and purpose of the control function, its 
i,mportance and stages. A variety of techniques or methods have been used over the years to 
help management in this task. Some of these techniques are regarded as traditional 

I techniques in the sense that they have long been used by managers. Some newer modem 

i techniques have also come to be widely used in recent years. However, even with the 
application of newer techniques, the traditional ones continue to be used by management for 
control purposes. In this unit we shall discuss in detail the traditional and modem 
techniques of control. 

1 

i 16.2 TRADITIONAL CONTROL TECHNIQUES 
t 
I The control function of management is a systematic effort to set performance standards with 

planned objectives, to compare actual performance with the predetermined standards, to 
determine whether there are any deviations and to adopt suitable measures to ensure that 
performance is in conformity with the plans.. 

A variety of tools and techniques have bekn developed and used over the years for purposes 
of managerial control. Some of these techniques a& termed as traditional.and others as 



Coordination and Control modem. The traditional techniques of control have been found useful for a long period of 
time in the past and some of these, are still used by organisations. Two such techniques 
commonly used are: Budgetary Control and Standard Costing. Let us discuss about them i 
detail. 

16.21 Budgetary Control 

Simply stated, a budget refers to the plan of an enterprise expressed in financial or physica. 
terms. It lays down financial estimates relating to various programmes or activities for a 
defined period on the basis of given objectives. These estimates are intended to serve as 
targets or standards for the purpose of controlling actual performance. For a business finn, 
budgets generally include plans to produce and sell goods at costs and prices which will 
bring the desired profit. Thus, budgeting consists of fom~ulation of plans Cor future activity. 
It lays down objectives and programmes of action. It also provides yardsticks by which 
deviations from planned achievements can be measured. 

Budgetary Control, as a technique of managerial control, refers to the principles, 
procedures and practices of achieving given objectives through budgets. Thus, 
budgetary control involves preparation of budgets, relating the responsibilities of managers 
to budgeted activities, and the continuous comparison of actual with budgeted results. It 
aims at securing the objectives as per the budget and providing a basis for its revision, if 
necessary. 

Usefulness of Budgeting and Budgetary Control 
Budgeting serves as a valuable aid to management with respect to planning, coordination 
and control. 

1 Planning: Budgeting invo11.e~ drawi;lg up budgets based on well-defined plans of 
action. The knowledge, skill and experience of all managers are combined in the 
budgeting process. Hence, problems, if any, can be anticipated in advance and their 
solutions found after due consideration of various aspects. Past performance, policies 
and procedures are also evaluated during budget formulation. As a result, proper steps 
can be taken if there are deficiencies and weaknesses in the organisation. 

2 Coordination: Budgeting serves another useful purpose, that of coordinating plans and 
activities of various departments and sections. It involves flow of' ir~formation and 
communication between various units of activity through which the plans and 
operations can be properly coordinated. Managers who have to bear the responsibility 
of executing the plans participate in the formulation of plans. Differences of opinio~i 
and conflict of interests can be resolved more easily while budgets arc drawn. 

3 Control: Budgetary control which follows budget preparation serves the purposes of 
controlling income, expenses, costs and protils. It is also a device whereby cash and 
liquidity as well as the amount of capital provided by owners and leaders can be 
regulated by management. Or@articular significance is the budgelary control of costs 
and expenses. When budgets are drawn, managers concerned are required to justify 
their requirements. The budget provision of expenses become standardswhi'ch set the 
limits of expenditure. Thv actual expenses and performance are compared with the 
budget standards at specified intervals. Differen'ces, if any, have to be explained by the 
managers responsible for,the same. 

' Characteristics of Budgetary Control 
Certain characteristics of 'Budgetary Control' which are evident from its nature and purpose 
may be stated as follows: 
i) A budget generally relates to a given 'future period' known as the budgel period, 

usually it is one year. 

ii) It differs from objectives or policies because it is set down in specific numerical terms. 
It is based on realistic expectations supported by tactual data rather than abstract 
thinking or an ideal formulation. 

iii) A good budget has 'flexibihty'; it can be adapted to changing circumstances of the 
future. As budgeting is correlated with planning, a budget should be such as can be 

26 
revised when the plan is modified. 



iv) It is important to secure the maximum 'participation' of the entire organisatioh in both 
preparation of a budget and following it through. 

V) As budgeting is fundamental to the organisation, it generally receives the attention and 
support of the top management. 

The Budgeting Process or Elements of Budgetary Control 
The following four steps are generally required td be taken in a system of budgetary control: 

1 Budget policy guidelines: While estimating the desired performance over a budget 
period, the line managers base their expectations on several assumptions. These 
assumptions relate to many spheres, like the state of the econofny, political trends, 
Government Policies, competitors' actions, strengths of the organisation, basic , 

managerial policies to be followed and so on. 

2 Preparation of budgets: Budgets denote statements of desired performance to which 
managers commit themselves. To secure commitment from managers, it is advisable to 
involve the managers in preparing their budgets based on the activities of their own 
budget centres. But while doing so the following points need to be kept in view viz: - 
i) The budget of every department must be in complete harmony with those of other 

4 
departments. The marketing department cannot budget for hectic sales, if the 
factory manager wants to close down the plant for ;I major overhaul. I 

ii) The departmental budgets must also be in line with the targets set by the top 
management f y  the entire company. 

3 Reporting of variances: At specified intervals, the managers of the budget centres 
must know their performance and how they stand vis-a-vis their budgets. ' 

4 Review and follow-up: For any control system, the review and follow-up art  as 
important as the planning process; the system of' budgetary control cannot be effeclive 
to any degree, if one neglects ~h'is last step. 

In short, we may summarise the steps in budgetary control process as under: 

I Stalernent of plans for a future period, expresseci in numerical terms, 

2 Consolidation of estimates into a well-balanced programme, 

3 Comparison of actual result with the budget, and 

1 Follow-up action including ;~d.justment of plans where necessary. 

Types of Budgets 
Budgets are future plans and because an enterprise has Inore than one plan, there are many 

I types of budgets which are generally used in an organisation. Outlined below are the more 
common1 y used budgets: 

i) Expense budget: It lays down the estimates of the standard or norm of operating 
expenses of an enterprise for a given period. 

ii) Revenue budget: It indicates the income or revenue expected to be'earned from sale of 
goods produced or purchased forire-sale. 

iii) Cash budget: I t  is a statement the anticipated receipts anti payments for a,given 
period alongwith the resulting I 

iv) Capital budget: This type of budget outlines the anticipated expenditure on plant, 
machinery, equipment and other items of a capitdl nature. 

I 

V) Sales budget: It represents the p1a11,of saIes for a given period. 

vi) Production budget: It shows 'thFvQ,&me of production te be undertaken for a given 
period, together with the miterial, labour and machinery requirements. Sometimes 
production budgets also show the anticipated cost of production. 

vii) Purchasq budget: It represents the quantities of raw materials and other consumable 
items to be purchased by a manufaoturing company. 

Techniques of Control 



Coordination and Control viii) Labour budget: It indicates the types of skills of labourers and the numbers in each 
category estimated to be re uired in a given period alongwith the standard wages 
payable. 
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ix) Master budget: This is prepared for the whole enterprise by compiling the different 
sectional budgets which is finally adopted and worked upon. 

Advantages 
i) It provides the management with a means of control over planned programmes. 

ii) Wastage is minimised and hence maximum efficiency is achieved. 

iii) Expenditure beyond what is provided in budgets is not incurred without prior sanction, 
hence scrutiny is possible before actual expenditure. 

iv) Management by exception is possible, because comparison of actual and budgeted 
performance reveals where management attention is needed the most. 

v) It is not merely an instrument of planning but also of cooidination. 

vi) It provides an effective means by which top management can delegate authority and 
responsibility without sacrificing overall control. 

Limitations 
While the advantages of budgetary control are recognised, certain limitations which may 
res~ict its usefulness should also be guarded against: 

i) Budgets are drawn on the basis of estimates and forecast which are subject to future 
uncertainties. The usefulness of budgetary control depends on the reliability of forecasts 
and accuracy of data used for budgeting purposes. 

'ii) A seridus limitation of budgeting is that it tends to bring about rigidity in control. 
Deviationsmay be caused by factors beyond the control of managers. As a result, to 
avoid responsibility, there is a tendency on the part of the managers to play safe while 
taking decisions. On the other hand, if the budget standards are leniently enforced and 
deviations are too often excused, the purpose of control is lost. 

iii) Rivalry between departments with regard to budgetary allocation of expenditure may 
create problems for top management which cannot be easily resolved. 

iv) 'The cost of employing additional staff for budgeting is often quite high and beyond the 
means of small enterprises. 

16.2.2 Standard Costing 

Standard costing as a technique of control may be defined as a system which involves the 
use of predetermined 'standard costs' relating to each item of cost and for each line of 
product, manufactured or service rendered. 

Standard cost refers to a predetermined estimate of cost which can be used as a standard or 
yardstick. It suggests what the cost should be under given conditions. Standard costs form 
the basis of control under standard costing, Actual costs are compared with the standards, 
variations, if any, are analysed, and suitqble action is taken to correct adverse tendencies. 
Thus, standard costing may be regard~dpbnt ia l l~  as a tool of cost control. 

Standard costing is an essential part of budgeting aqd budgetary control. It may be noted that 
budgetary control is a broader function. It consists of setting objectives and planning 
business activities for all departments; it lays down standards of cost and expenses as well 
as targets of sales income. Standard costing provides thebasis of framing the expense 
budgets particularly in respect of direct material and labour costs. 

Advantages C 

The advantages of standard costing as a technique of control may be outlined as follows: 

i) Serves as a yardstick: Standard costs serve as yardstick to measure the efficiency of 
operation. Deviations of actual costs frowj3't$ndards are regularly analysed and causes 
are examined. There is a continuous check'on the costs incurred. Hence, adverse 
tendencies can be promptly located, and corrective measures may be adopted. 



ii) Opportunity to review the costs: Cost control is more effective under standard costing 
as the standards of cost are reviewed at intervals for improvement. This results in cost 
reduction and improves the efficiency of operation. 

Techniques of Control 

iii) Opportunity for the improvement in the method of operation: A detailed study of 
all operations is undertaken while setting the standard costs, This involves defining the 
authority of managers and assigning responsibilities to employees. Causes of 
inefficiency are often corrected in that process. It may also lead to improvement in the 
methods of operation and reduction in costs. . 

iv) Serves as a valuable aid to nianagement: In preparing production plans and pricing of 
goods, standard costing serves as a valuable aid to management. It does not leave any 
scope for high prices being fixed due to inefficiency of operation. Thus, standard 
costing helps competitive pricingof products. 

Limitations 
Even though standard costing may be applied in any industrial organisation, in practice it is 
found to be most suitable in industries where the product and its components are. 
standardised. In other cases, i t  is more difficult and expensive to apply. Secondly, the 
success of standard costing depends on the reliability and accuracy of standards. Employees 
often resent standards which are too ambitious and are difficult to attain. Moreover, 
standards may mean different things to different persons unless they are clearly defined and 
well understood by the employees concerned. 

3 Why is sta~idard costing rcl:i~rded tis an csse~ltial part of budgeti1r.y cnntlSol ? 

4 Which of the fbllowing statements are True and which i1rc Rllsc. 
i) 'I'lle difference hetween actual and budgeted expenses must he exp1;iined by the 

tnnn:tgcrbs cnnremcd. 

ii) Budgetary control is a tlxditional technique of contraol which is not used in n~oclzm 
, times. 

iii) Depi~rt~ncntal kudgcts must be in h:t~~nony with each other. 

iv) Rurlgctal.y cuntrol serves only w an instrument of planning. 

. V) Stantlard costs gellcrally indicute w11:lt costs should he  under ideal conditions. 

vi) Standard costing cannot be easily applied except in tlie case of standardised 
products. 
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Besides the traditional techniques of budgetary control and standard costing, there are 
several'-other techniques of control which have been developed in modern times. These 
techniques may also be called non-budgetary techniques. One or more of these techniques 
may be adopted alongwith budgetary control and standard costing. Let us discuss the more 
important techniques in detail. 

16.3.1 Break-Even Analysis 

Break-even analysis as a technique of control consists of the analysis of costs in relation to 
changes in the volume of sales and its impact on profit. I t  is basically concerned with 
determining the relationship between cost, volume of sales and profit. One of the major 
concerns of the management of an enterprise relates lo the impact of changes in the volume 
of sales on profits. It is of interest to them to know the volume of sales at which costs will be 
fully covered and beyond which profits will be earned. For this purpose, two types of costs 
are distinguished. Variable costs (like direct materials cost, direct wages, etc.) and Fixed 
costs (like factory and office rent, managers' salary, etc.). If production and sales increase, 
variable cost per unit remains constant but fixed cost per unit decline. Suppose, the direct 
materials cost of a product is Rs. 10 per unit and direct wages per unit comes to be Rs. 5, 
whereas fixed cost upto the total production capacity is Rs. 400. Then, for 100 units 
produced and sold, the variable cost will amount to Rs. (10 + 5) x 100 i.e., Rs. 1500. For 
200 units, the variable cost will be double the amount i.e., Rs. 3000. Fixed cost remains the 
same. Total cost for 100 units will thus be Rs. 1900, and for 200 units it would be Rs. 3400, 
not Rs. 3800. Hence, the total cost is found to rise less than proportionately to the increase in 
sales revenue. If the volume of production and sales decrease, there is a reverse effect. 
Thus, for 50 units the total cost will be Rs. (15 x 50) + 400 i.e. Rs. 1 150. It will not be half 
of Rs. 1900 (total cost of 100 units). In other words, the total cost decreases less than 
proportionately to the decrease in sales revenue. 

P 

Further, suppose the selling price of the product per unit is fixed at Rs. 17. In that case, for 
each unit sold there will be a margin of Rs. 2 after meeting the variable cost of Rs. 15 . To 
recover the fixed cost of Rs. 400, the firm must sell at least 200 units. The total sale price 
(200 x Rs. 17) will then be equal to the total cost i.e. Rs. 3400. 

Thus, sale of 200 units (or Rs. 3400 sales revenue) may be regarded as the volunle at which 
there is neither any profit nor any loss. This is known as the break-even volunle. It indicates 
thenumber of units that must be sold if the business is to be run without loss. Each unit of 
product sold above the break-even volume is expected to yield profit. If 250 units are sold, 
the profit earned will be Rs. 100 (50 x Rs. 2). This is because, the variable cost will increase 
by Rs. 15 per unit while sales revenue will rise by Rs. 17 per unit and there being no 
increase in fixed costs, there will be a margin of Rs. 2 per unit on 50 units as the profit. 

The difference between the selling price and variable cost per unit is known as the 
contribution margin. The amount of this difference contributes towards the recovery of fixed 
costs. I-Ience, the break-even volume of sales in units can be calculated by dividing the total 
fixed cost by the contribution margin. In the above example, the contribution margin is Rs. 2 
(Rs.17 - Rs. 15), and the fixed costs are Rs. 400. So, the break-even volume is Rs. 400 + 2 
t.e. 200 units. On this basis, the break-even volume can be determined~by the formula: 

Break-Even Volume = Fixed Cost 
Contribution Margin per unil 

The break-even analysis is often carried out with the help of a chart. It is called break-even 
chart. This is a graphical representation of variable and fixed costs in relation to the volume 
of operation. The charvis described as break-even chart because there is a particular point in 
it, which breaks even the volume or shows the,particular volume at which there is neither 
profit nor loss but equality between total costs and total revenues from the operation. 

The figure below is a hypothetical break-even chart; the X-axis represents the volume of 
production in 100 kilograms unit; Y-axis, the total cost, as also the total sale proceeds; the 
line FC shows the (total) fixed cost; VC, variable cost; OS, the sale proceeds; and N the 
break-even point. 



Figure 16.1: Graphical representation of BEP 
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When the volume of production is 600 kgs., the total cost of production = total fixed cost + 
total variable cost = Rs. 1500 + Rs. 2500 (as read from lines FC and VC respectively) 
=Rs.4,000; total sale proceeds also = Rs. 4,000 (as indicated by the line 0s) .  Thus, N is a 
point where total costs just equal sale proceeds. But when production is less, say 400 kgs., 
total cost corresponding to point L on VC is about Rs. 3,300 while total sale proceeds at 
point S' are about Rs. 2,600. This means a loss of about Rs. 700. On the other hand, when 
production is 800 kgs., total cost is about Rs. 5,000 and total sale proceeds at point S" on OS 
equal about Rs. 5,300. This means a profit of Rs. 300. Similarly, it may be shown that all 
production which is more than 600 kgs, yields profits and all production which is less, leads 
to loss. 

Advantages 
The break-even analysis renders many benefits for managerial guidance and action: 

1 Tool for profit planning and controlling: Cost, volume, price and product-mix being 
the four variables iffecting profit, planning and controlling of profit are better effected 
by the break-even analysis which shows the interplay and mutual relationship of these 
variables. 

2 Basis for budgeting: As budgeting calls for marshalling anticipated costs and budgeted 
revenues for realising optimum profits, break-even analysis show the most profitable 
path for projecting budgets. 

3 Objectivity in cost controlling: The break-even analysis introd~rces objectivity in cost 
control by indicating the way of controlling cost. Although changes in fixed costs affect 
the break-even point, it is not susceptible to control by managerial actions in the s h ~ r t  
run. 

4 Indication of safety margin: Break-even analysis not only points out the level of sales 
at which the company breaks even on expenses but it also indicates the extent of 
nearness of sales to the break-even point before they occur. By providing this 
information about the safety margin, management is warned for taking remedial actions. 

Limitations 
The break-even analysis tends to be rigid due to certain limiting assumptions involved 
therein. Assumptions which underline the break-even analysis include the following: 

1 Either one product is manufactured'or a group of products having the same volume and 
contribution margin are dealt in by the company. 

2 Selling prices are not affected by the volume of operations and the general price level of 
the industry does not change. 

Techniques of Control 

3 Variable costs vary directly with the volume of output and sales and fixed costs remain 
cmstant. Actually, variable costs may change more or less proportionately due to 



Coordinatiun and Control technical factors, and fixed costs may rise or fall in the long run. There is no time lag 
between production and sales and the entire production is sold out. 

16.3.2 PERT .(Programme Evaluation and Review Technique) 

The key to success of most organisations is to clearly examine the projects or activities for 
the achievement of an objective within stipulated time and cost. Management is then 
required to determine detailed activities and their interrelationships, to estimate resources 
required and the time needed to complete these activities as per schedule, and to monitor and 
control the time and cost of the project. 

Network analysis is a technique which is concerned with minimising the total completion 
time of the project, as well as minimising the over-all project costs. The network analysis is 
eminently suitable to projects which are not routine or repetitive and which rnity be 
conducted only once or a few times, such as construction of buildings, dams, research and 
development, marketing of new products, building a ship, construction of factories, missile 
production, etc. PERT and CPM are the two very popular types of network analysis used in 
modem management. 

PERT is basically a technique of project which is useful in the following managerial 
functions. 

1 Planning: The planning of any project involves the listing of various jobs that have to 
be perfornled to complete the venture. Requirements of men, material and equipment 
are drawn up alongwith the estimates of costs and durations for the various Jobs, in the 
process of planning. 

2 Scheduling: Scheduling is the arrangement of the actual jobs of the project according to 
sequence of the time in which they have to be performed. Calculations ol' manpower 
and materials required at  each stage of production are made alongwith the expected 
completion time of each job. 

3 Control: The process of control commences with comparison of the difference between 
schedules and actual performance, once the project has begun. The analysis of the 
difference and the remedial action taken is the essence of control. 

The first and most important condition for using PERT is the breaking up of the project into 
jobs or activities and determining the order of precedence for these jobs, that is, deciding 
which jobs are to be completed before an other can be started. 

The next step is to draw a picture or graph which illustrates the jobs outlining the 
predecessor and successor relations among them. A thorough understanding of the steps 
associated with the construction of the graph is essential for the grasp of PERT and CPM. 

The concept may be explained through an illustration. Let us suppose h company is 
developing a new product. The major activities (tasks) in this job are'listed below in their 
sequence. 

- 

Activity Description Immediately Expected time 
preceding of conipletion 
activities in weeks 

Designing the product 
Market Research 
Plannipg 
Manufacturing 
Prepare the model of 
product 
Prepare marketing 
handout 
Estimate cost 
Test the acceptability 
of the product 
Market Survey 
Pricing and Forecasting 
of sale 
Final report - 

Total - 32 



. From the list of activities, it may be seen that estimation of cost (task F) cannot begin until 
task C, manufacturing, has begun. Similarly, pricing and forecasting of sale (task I) cannot 
be started till market survey (task H) is completed. The list of activities also shows the 
expected time of completing each task. The network of activities can now be constructed as 
shown in the figure belbw: 

Figure 16.2: Pictorial representation of PERT and CPM 
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The network chart above shows which tasks can be performed simultpeously and which 
must wait for the preceding tasks to be completed. For example, once the product has been 
designed, preparing a model, testing the acceptability of the product, manufacturing and cost 
estimation can be undertaken at the same. Buhmarket survey cannot begin until the market 
research plan and the marketing handout have been prepared, The jobs are shown as arrows 
leading from one circle in the graph to another. The circles are described as 'nodes' and 
denote the events or completion of particular jobs. The 'node' from which the arrow starts is 
known as the 'initial node' and the node at which the arrow ends is the 'terminal node'. 
Thus, the 'node' where the arrow depiating a job ends will be the starting point for the arrow 
depicting the next jon or the succeeding job. 

Pictunsation of a project is nothing but division of the pr~ject into activities and 
arrangemebt of activities in the order in which they are to be performed, first, second and so 
on. The activities are then named and portrayed in the project graph or arrow diagram. 

Advantages 
PERT is useful and convenient tool in the hands of management, particularly for the top 
level manager who has the overall inanagerial responsibility of a project. Moreover, it is 
helpful in solving problems of scheduling the activities of one-time projects, that is, the 
projects which are not taken on routine basis. As a tool of planning and control, its specific 
contribution is as under: 

1 Advance planning is possible: It compels managers to make advance planning for 
fitting the relevant parts into nn integrated whole. Actually speaking, it is impossible to 
make a time-event analysis without planning and seeing how the pieces fit together. It 
also forces planning at lower levels because each manager has to plan the activities for 
which he is responsible. 

2 Systematic planning: Because it includes a number of events and activities at different 
levels of the organisation, it calls for systematic planning all down the line. 

3 Attention on critical events: It is instrumental for concentrating attention on critlcal or 
strategic elements that may need correction or modification, because a delay in their 
performance will delay the whole project unless managers are able to make up the time 
by shortening some future activities. , 

4 Possibility of forward-looking control: It requires a system of forward-looking 
control with a view to completing sequential events and activities in proper time, i.e. it 
presses for right action, at right point and at right time in the organisation., 



Coordination and Control 5 All-round coordination: It rosters all-round coordination by way of looking into the 
time, quantity and direction dimensions of coordination. 

Limitations 
It has got certain limitations also such as: 

1 Time estimate: The main difficulty comes in the way of time estimates for the 
completion of activities because activities are of non-repetitive nature. Actually 
speaking, the expected time for each activity of any programme cannot be determined 
with certainty. 

2 Not worthwhile for routine planning: PERT has special application in creating 
planning and it is not advisable for adoption in routine planning for recurring events as 
in the case of mass production. 

3 No emphasis on costs: PERT gives emphasis on time only and.ignores costs. As a 
result, it is suitable for programmes where time is of essential consideration or where 
time and costs have a close relationship. In other cases, it has limited application. 

16.3.3 OPM (Critical Path Method) 

CPM was developed by the engineers of the Du Pont Company in the 1950s for its 
application in all scheduling work, construction projects, research and development 
programmes and in many other situations that require estimates of time and performance. It 
calls for dividing a programme or project into its elementary parts in their chronological 
order of sequence. By breaking a project into interconnecting parts, the CPM technique is 
helpful in finding out the more strategic elements of a plan for the purpose of better 
designing, planning, coordinating and controlling the entire project. 

Let us examine the concept of critical path to appreciate the significance of the critical path 
method as a technique of control. 

In a network of activities one can enumerate a number of sequences of operations (paths) 
from starting event to end event of the project. Each sequence contains different 
combinations of activities with different durations. The study of the duration of various 
paths in a project can tell us the minimum time in which a particular project can be 
completed. The sequence of activities (path) for which the duration is the maximum 
indicates the minimum duration for the completion of the project. 

This path is known as the 'Critical Path' being'the path of maximum duration and reflects 
the minimum time necessary for the completion of the project. The critical path is so called 
because any delay in the completion of the activities lying on this path would cause a 
delay in the whole project. To finish the project in time, the activities lying on the critical 
path should be given top priority. 

In the PERT network graph shown earlier, the critical path is marked by thick arrows. For 
example, once the path reaches node 2, there are three possible routes to node 8. The longest 
route is 2,3,6,7 which indicates the critical path since the path will take 9 weeks, the longest 
period. Other possible routes are 2,5,7, and 2,4,7 which would take 5 weeks and 8 weeks 
respectively. Paths other than the critical path are called sub-critical paths. The total time 
for their completion is less than that of the critical path. Hence, these are also known as 
'slack' activities. 

Main Features 
The main features of the critical path method may be stated as follows: 

i) A network of events and activities is presented pictorially in CPM with the help of 
several circles and arrows. 

ii) Each circle represents an event and each arrow represents an activity. 

iii) An event signifies the beginning of one activity and the end of another activity. 

iv) Events are assigned serial numbers for expressing their sequence and their separate 
identification. 



v) An activity, on the other hand, implies time-consuming efforts or action required for 
achieving an event. 

vi)  The flow of sequential activities is indicated by the arrowhead, and suchflow calls for 
estimating the time in number of days or weeks in respect of each activity between any 
two eyents. 

After a network of events and activities has been presented and times for all the activities 
have been shown, the critical path is identified by reference to those strategic events and 
activities which take the longest time to complete the whole project and which thereby leave 
the least slack time.( Slack time is the difference between the target time and project- 
completion time.) In other words, the critical path shows the minimum expected time in 
which the project as a whole can be completed. Although attention is focused on one critical 
path in network system, there may exist several paths in order of importance. 

Objectives of CPM Analysis 
The following are the main objectives of critical path analysis in a network: 

i )  To determine a route or path belween two or more operations which optimises some 
measure of performance. 

ii) To locate the points of likely obstacles and difficulties in the execution of any project. 

iii) To determine starting and finishing times for each operation/ activity in a network/ 
project. 

iv) To determine the slack associated with each non-critical activity. 

Advantages 
The network analysis through CPM leads to a number of benefits: 

1 It focuses attention on the timely completion of the whole project. 

2 It results in the optimum utilisation of resources and facilities. 

3 It enables managers to: 
i) make advance planning for all activities; 
ii) identify strategic events; 
iii) direct potential bottlenecks to the flow of work; and 
iv) avoid an unnecessary pressure on other paths. 

4 It improves the quality of planning and controlling in a number of ways, because of 
concentrated thinking and attention on each activity of the project, rather than on the 
whole of it. 

Hence, it provides a systematic procedure to determine the minimum durationjn which 
project can be completed. 

Limitations 
The CPM analysis is subject to two major limitations: 

1 It has limited use and application in repetitive or routine operations and for recurring 
projects. 

2 Time allowed for different activities may prove to be unrealistic, because the same 
estimate for each activity is based on a single time without any consideration of future 
contingencies and impending difficulties. 

PERT and CPM Compared 
PERT and CPM as techniques of planning and control have certain similarities as well as 
differences. 

The two techniques are similar in the following respects : 

1 Both CPM and PERT use the project network as their basis. 

2 The concepts of ~ritical~paths and activity slack are common to both. 

3 Both the techniques are basically time-oriented. They are now used for cost control as 
well. 

The differences between the two techniques are the following: 
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I 
\ Cnnrdination and Control 1 PERT is used for new industries with rapidly changing technology having more 

uncertainties, while CPM is used for construction projects where uncertainties are 
limited. 

2 CPM is activity-oriented while PERT is event-oriented. 

3 CPM lays stress on the element of costs whereas PERT is conceined essentially with' 
the time factor. 

Usefulness of PERT, and CBM 
The applicability and usefulness of PERT and CPM techniques defend largely on the 
validity of the foilowing assumptions: 

1 A project can be broken up into a set of independent and predictable activities. 

2 The predecessor-successor relationships of the activities can be effectively represented 
by non-cyclical network graph in which each activity can be connected directly to its 
immediate successor. In many cases, it is not possible to clearly lay down the procedure 
relationship between the activities. 

3 All the activities can be estimated in respect of the duration. Here again it is a difficult 
proposition in respect of many activities. 

4 The CPM technique assumes that the duration of an activity is inversely related to the 
cost of resources allotted to the activity. Here again it is quite often that estimation is 
difficult. 

16.3.4 Statistical Quality Control 

The purpose of quality control is to ascertain whether the quality of a product or service is 
being maintained or if there is any variation in size, weight, finish etc. In every production 
process there are always some standard specifications laid down either by the producer or 
the consumer. A good quality item is one which conforms to these specifications. However, 
variation in the quality of a product is inherent in every production process due to a number 
of factors. So, it is necessary to ascertain the variation which may be quantitative and 
qualitative. Quan~itative characteristics are those which can be directly measured, e.g. 
weight, height, diameter etc, and such variations call be noted with the help of specific 
instruments. On the other hand in qualitative characteristics, direct quantitative measurement 
is not possible, e.g. cracks, breakage, colour etc. These can be determined by inspection only 
or by distinguishing between defective and non-defective items. But variation in the quality 
of prodicts being an inherent characteristic of manufacturing process, irrespective of all 
possible precautions and measures there are possibilities of random disturbances responsible 
for deviations in the quality of the product from the si t  standards.The sources of these 
disturbances are known as chance causes, e.g. changes in machine speed due to sudden 
changes in temperature or voltage of power supply etc. The presence of these causes in the 
system is due to multitude of reasons which are difficult to identify and uneconomic to 
eliminate. There may be other sources of variations which further Cause the product to 
deviate from set standards. These causes are individual and can 6e  identified and eliminated 
economically. The magnitude of variability due to these causes varies with the conditions of 
the production process, nature of raw material, behaviour of operation etc. These causes are 
known as assignable causes. 

Statistical quality control refers to the technique of ascertaining whether the variation in the 
quality of the product is due to chance causes or due to assignable causes. If the variation is 
due to assignable causes it is detected and some corrective action is planned to imurove the 
quality of the product. Statistical quality control is carried out with the help of control 
charts. To prepare a control chart the whole production line is divided into a number of sub- 
groups. The basjs of selecting these sub-groups is such that variation inLthe quality of items 
within each sub-group is attributed due to chance causes, whereas the corresponding 
variation between various sub-groups can be due to assignable causes. The variation of 
quality characteristic within and between the sub-groups is  analysed by some method to . 
identify whether the processais in control or not. 

Briefly speaking, statistical quality control is based on statistical estimation of errors or 
possible variation from the average (normal) proportion of errors. In its simple operation it 
involves specifying the quality levels and limits on control, and then plotting the variations 



on the chart. For example if the lower limit of variation (due to assignable causes) is 
5%, and the upper limit of variations (due to chance cadses) is 10%. the management may 
allow variations of quality between 5 and 10% as acceptable. However, if the control chart 
indicates the variations (or errors) above lo%, the qllality of worlc performed is investigated. 
The fixation of the control limits for a process is based on the as~mplion that the system is 
stable and only chance causes are present. In case assignable CaUSeS are operative in the 
system then quality characteristic will fall outside the two control limits. A typical control 
chart is shown below : 

Figure 16.1: Control Chi~rt 
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The following interpretations can be made from the Control char t :  
i )  If all the points in the chart lie within U.C.L. and L.C.L. then the process is said to be in 

control indicating presence of chance causes only. 

ii) If points lie predominantly on one side of the central line then it is not safe to derive any 
conclusion about the process control. 

16.3.5 Management Audit 

Management audit is a systematic and impartial examination, ana& and appraisal of 
management's overall performance. It is basically a procedure of appraisal of . 
management's total performance by means of an objective, and comprehensive examination 
of the organisation structure, its objectives, plans and policies, its operation and its use of 
physical and human resources, and methods of operation. Thus 'management audit' signifies 
a critical assessment of management of the enterprise from the broadest point of view. It 
may be undertaken by the management itself or it may be carried on with the help of 
management consultants. 

One very important feature of management audit is that instead of comprehensive audit, 
company rnay even apply i t  to a specific section of the organisation. As regards its scope, 
'production efficiency' or  'investment appraisal' 'may be the subject matter of 'management 
audit'. It may even be used to provide guidance on critical assessment of capital budgeting 
or profit pe~formance. 

~ d v a n t n i e s .  
Management audit serves to make overall managerial functions more effective. Its 
advantages may be outlined as follows: 
1 It is an insurance against self-complacence-and illusions of~good management on the 

part of managerial personnel. 

2 It supplies management with useful'infomation on a continuous basis which measures 
efficiency and shows deviations from plans, policies and procedures. , , 

3 It has also a preventive effect on deviations and mistakes because the audit keeps 
executives on the track and make them careful: It acts,as a qort of safety valve, 
watchman and conscience keeper of the organisation. 

4 It can appraise all aspects of the organisation and lead not only tb sound performance, 
but also to peak performance., 

5 It enables management to see things in proper perspective and in the light of future 
developments. . .  

6 Since plans, policir~ God operations are subjected to critical study under management 
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Coordination and Control audit, their appropriateness and effectiveness in the organisation are also revealed in 
the process. 

Limitations 
The major limitation of management audit is that it may discourage management from 
taking initiative and bringing about changes in policy and procedures in view of risks 
involved. In other words, management audit may induce executives to play safe where 
critical decisions are required to be taken. Executives are also likely to be demoralised if 
their performance is critically reviewed and responsibility cast on them for deficiencies 
caused by factors beyond their control 

........................................................................................................................................... 

2 Ilcfinc Sti!li!itical (Jrlalily Control. 

........................................................................................................................................... 

3 Spell out file fi)llou,ing ahhr'e\liatiol.l!;: 

CPM: ................................................................................................................................. 

4 Whicll of  lie Follouiing sralemcnls ;.irs:?~.i~e and which arc: Falsc. 

i I Manngc:iir.-~i~ x~clit is not!] in!: b!!! n!ii:;.:lis;!l (11' iht. li~~:incii~l j~erli)~,~~~anc:t; ol: 1.1.1~ 

clrg;iniaution, 

i i )  PERT and CPM are 1 ~ r o  Aspects of network ru~r~lysis. 

iii) PER'T is only helpful in controlling the execution of ti111e bound prcjects which 
may hc undertalien occasion;tlly. 

iv) Co~~t ro l  C1l:irts arc not cavcntial for %tati!iticul clualiry crmtrol. 

V) Bscak-even ;unalysis is possihlc withoot the use of ii break-even chart. b 

16.4 LET US SUM UP 

A variety of tools and techniques of control have been developed and used for purposes of 
managerial control. The traditional techniques of control have been found useful for a long 
period of time and some of these are still used by organisations. Two of these techniques 
are: Budgetary control and Standard costing. 

Budgetary control refers to the principles, procedures and practices of achieving given 
objectives through budgets. It involves preparations of budgets, relating the responsibilities 
of managers to budgetecl activities, and the continuous comparison of actual with budgeted 
results. Budgeting and budgetary control serve as valuable aids to management with respect 
to planning, coordination and control. 

There are several types of budgets, of which the more commonly used are: expense budget, 
revenue budget, cash budget, capital budget, sales budget, purchase budget, labour budget, 



,and master budget. Standard costing as a tecnnique of control consists of the use of 
predetermined standard costs relating to each item of cost and for each line of product 
manufactured or service rendered. Standard costing is an essential part of budgeting and 
budgetary control. 

Besides budgetary control 'and standard cbsting, several other techniques of control have 
been developed in modem time, such as, Break-even analysis, PERT, CPM, statistical 
quality control and management audit. One or more of these techniques are-often used 
alongwith budgetary control and stgndard costing. 

&&-even analysis is a technique of control which consists of the analysis of costs in 
relation to changes in the volume of sales and its impact on profit. It detelmines the volume 
of sales at which costs will be fully covered and beyond which profits will be earned. The 
analysis is often carried out wilh the help of a chart known as break-even chart. This is a 
graphical representation of variable and fixed costs in relation 'to the volume of production 
and sales. At the break-even point on the chart, there is neither profit nor loss and there is 
equality of total costs and total revenues. 

PERT (Programme Evaluation and Review Techniques) is basically a technique of project 
management. It involves the use of the basic network technique and requires the following 
steps: (1) breaking up the project into jobs and activities, (2) deciding which jobs are to be 
completed before another can be started, (3) preparing a graphical flow chart indicating the 
predecessor and successor relations among the jobs, and (4) specifying time and cost 
estimates for completion of each job. 

Thus, PERT lays down the schedule of job pel-fomance according to sequence of time for 
performance. The process of control commences once execution of the project starts. The 
difference between schedules and actual performance are analysed and remedial action is 
taken. 

The critical path method calls for dividing a programme or project into its elementary parts 
in their chronological order of sequence alongwith the duration of various paths (sequence 
of operation) from starting event to end event of the project. This reveals the minimum time 
in which a particular project can be completed. The sequence of activities for which the 
duration is the maximum indicates the minimum duration for completion of the project and 
its path is known as the critical path. To finish the project in time, activities lying on the 
critical path is required to be given top priority. 

Statistical quality control is concerned with ascertaining whether the quality of a product or 
service is being maintained or if there is any variation in the specified size, weight, finish, 
etc. The main objective of this technique of quality co~ltrol is to keep the variation in quality 
due to chance causes within the control limit. Control is effected with lhe help of control 
charts. In its simple operation, statistical.quality control involves specifying the norm of 
quality level and limits on control, and then plotting the variation on the control chart. If all 
the points in the chart lie within the upper control limit and the lower control limit, then the 
process is said to be in control indicating the presence of chance causes only. If points are 
outside the control limits, the matter is investigated for assignable causes. 

Management audit.refers to the systematic and impartial examination, analysis and appraisal 
of the overall performance of management. It consists of a critical assessment of the 
management of an enterprise through a comprehensive examination of the orginisation 
structure, its objectives, plans and policies, methods of operation and control, and the use of 
physical and human resources. It may be undertaken by management as self-audit, or may 
be carried out with the help of management consultants. 

16.5 KEY WORDS 

Break-Even Analysis: Analysis of costs in relation to volume and impact of the same on 
. profits. 

Break-Even Chart: A graphical representation of break-even analysis. 

Budget: Plan of an enterprise for a specified period expressed in financial or physical terms, 

- .  - 
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Coordination and Control Budgeting: Formulation of budget. 

Budgetary Control: Principles, practices and procedures of achieving given objectives , 

through budgets. 

Control Chart: A chart indicating the variations of quality of products around the control 
limit. 

CPM (Critical Path Method): Technique of determining the minimum duration of 
completing a project on the basis of the critical path. 

Critical Path: Path of activities with maximum duration. 

Fixed Cost: Cost which has to be incurred irrespective of the volume of production and 
sale. 

Management Audit: Comprehensive appraisal of management performance with respect tc 
various aspects of organisational plans, policies and decisions. 

PERT (Programme Evaluation and Review Technique): Technique based on network 
analysis which uses estimates of time required to complete tasks for scheduling and 
controlling execution of projects. 

Statistical Quality Control: Technique of controlling prcduct quality through the 
establishment of control limits. 

Variable Cost: Cost which varies in direct proportion to the volume of production and 
sales. 

16.6 ANSWERS TO CHECK YOUR PROGRESS 

A 4 i) True, ii) False, iii) True, iv) False, v) False, vi) True 

I3 4 i) False, ii) True, iii) True, iv) False, v) True. 

16.7 TERMINAL QUESTIONS 

1 What is budgetary control? What are its advantages and limitations? 

2 Define Standard Costing? How does it help in keeping the costs within control. 

3 What is meant by Break-even analysis? Explain its uses in decision-making. 

4 Draw a Break-even chart analysing Break-even point taking imaginary data. 

5 Discuss the nature, benefits and limitations of Break-even analysis as a control tool. 

6 Explain the concept and importance of PERT and CPM as tools for control. 

7 What is network analysis? Evaluate PERTICPM as planning or control technique in 
project formulation, implementation and evaluation. 

8 Explain the importance of statistical quality control. Describe how a control chart is 
constructed and interpreted. 

9 Explain the concept of management audit. 

Note: These questions will help you to understand the unit better. Try to write answers fo 
them. But do not send your answers to the universily. These are for your practice 
only. 
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