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NOTES

1.1 INTRODUCTION

Management in businesses and other organizations, including not-for-profit
organizations and government bodies, refers to the individuals who set the strategy
ofthe organization and coordinate the efforts of employees or volunteers, in the
case of some voluntary organizations to accomplish objectives by using available
human, financial and other resources efficiently and effectively. Management typically
includes planning, organizing, selecting the staff, leading or directing, and controlling
an organization to accomplish various goals. Resourcing encompasses the
deployment and manipulation of human resources, financial resources, technological
resources, natural resources and other resources.

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

1.2 OBJECTIVES

After reading this unit you will be able to understand:
Introduction to Management
Meaning of Management
Definitions of Management
Concept of Management

Nature of Management

1.3 MEANINGAND DEFINITIONS OF
MANAGEMENT

Management is the act of getting people together to accomplish desired goals
and objectives using available resources efficiently and effectively. It is an operative
force in all complex organizations trying to achieve some stated objectives.

Page 2 of 614
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Management may be defined in many different ways. Many eminent authors NOTES
on the subject have defined the term "management", some of these definitions are
reproduced below:

According to Lawrence A Appley - "Management is the development of
people and not the direction of things".

According to Joseph Massie - "Management is defined as the process by
which a co-operative group directs action towards common goals".

In the words of George R Terry - "Management is a distinct process
consisting of planning, organizing, actuating and controlling performed to determine
and accomplish the objectives by the use of people and resources".

According to James L Lundy - "Management is principally the task of
planning, co-ordinating, motivating and controlling the efforts of others towards a
specific objective".

In the words of Henry Fayol - "To manage is to forecast and to plan, to
organize, to command, to co-ordinate and to control".

According to Peter F Drucker - "Management is a multi-purpose organ that
manages a business and manages managers and manages worker and work".

In the words of J.N. Schulze - "Management is the force which leads, guides
and directs an organisation in the accomplishment ofa pre-determined object".

In the words of Koontz and O'Donnel - "Management is defined as the
creation and maintenance of an internal environment in an enterprise where
individuals working together in groups can perform efficiently and effectively towards
the attainment of group goals".

According to Ordway Tead - "Management is the process and agency which
directs and guides the operations of an organisation in realizing of established aims".

According to Stanley Vance - "Management is simply the process of
decision-making and control over the actions of human beings for the express
purpose of attaining pre-determined goals".

According to Wheeler - "Business management is a human activity which
directs and controls the organisation and operation of a business enterprise.
Management is centered in the administrators of managers of the firm who integrate
men, material and money into an effective operating limit".

In the words of William Spriegel - "Management is that function of an
enterprise which concerns itself with the direction and control of the various activities
to attain the business objectives".
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In the words of S. George - "Management consists of getting things done
through others. Manager is one who accomplishes the objectives by directing the
efforts of others".

In the words of Keith and Gubellini - "Management is the force that integrates
men and physical plant into an effective operating unit".

According to Newman, Summer and Warren - "The job of management is
to make cooperative endeavour to function properly. A manager is one who gets
things done by working with people and other resources".

According to John F M - "Management may be defined as the art of securing
maximum results with a minimum of effort so as to secure maximum results with a
minimum of effort so as to secure maximum prosperity and happiness for both
employer and employee and give the public the best possible service".

In the words of Kimball and Kimball - "Management embraces all duties
and functions that pertain to the initiation of an enterprise, its financing, the
establishment of all major policies, the provision of all necessary equipment, the
outlining of the general form of organisation under which the enterprise is to operate
and the selection of the principal officers. The group of officials in primary control
of an enterprise is referred to as management".

In the words of E.F.L. Brech - "Management is a social process entailing
responsibility for the effective and economical planning and regulation of the
operations of an enterprise, in fulfillment of a given purpose or task, such
responsibility involving: (a) judgment and decision in determining plans and in using
data to control performance, and progress against plans; and (b) the guidance,
integration, motivation and supervision of the personnel composing the enterprise
and carrying out its operations".

According to E. Peterson and E.G Plowman - Management is "a technique
by means of which the purpose and objectives of a particular human group are
determined, classified and effectuated".

According to Mary Cushing Niles - "Good management or scientific
management achieves a social objective with the best use of human and material
energy and time and with satisfaction for the participants and the public".

1.4 CONCEPT OF MANAGEMENT

Management is a Universal Process. It has its place not only in business
concern but also in political, religious, charitable, armed force and even educational
mstitution; hence management is the practice of consciously and continuously shaping
organizations. All organizations have people who are responsible for helping them

Page 4 of 614
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achieve their goals. With the increase in the complexities of management of business NOTES
concerns in the present- day economic world, the importance of management has

increased considerably. Management occupies such an important place in the

modern world that the welfare of the people and the destiny of any country are

very much influenced by proper management.

Traditionally management meant getting things done through others. In this
context C.S. George views, Management consists of getting things through others;
a manager is one, who accomplishes objectives by directing the efforts of others.
Hence traditional concept of management restricted management to getting things
done. According to modern view, management covers wide range of business
related activities. As per the modern thinkers management is a process, an activity
a discipline and an effort to coordinate, control and direct individual and group
efforts towards attaining the cherished goal of the business. There are 5 concepts
of management. They are:

1. Functional concept

Management basically is the task of planning, coordinating, motivating and
controlling the efforts of other towards the goals and objectives of the organization.
According to this concept, management is what a manager does (planning,
executing, and controlling)

2. Human relation concept

According to this concept, Management is the art of getting things done through
and with people in organized groups. It is the art of creating an environment in
which people can perform and individuals could cooperate towards attaining of
group goals. It is an art of removing blanks to such performance a way of optimizing
efficiency in reaching goals.

3. Leadership and decision making concept

According to this concept, management is the art and science of preparing,
organizing, directing human efforts applied to control the forces and utilize the
materials of nature for the benefits to man.

4. Productive concept

According to this concept, management may be defined as the art of securing
maximum prosperity with a minimum effort so as to secure maximum prosperity
and happiness for both employer and employee and provide best services thereby.

5. Integration concept

According to this concept, management is the coordination of human and
material resources towards the achievement of organizational objectives as well as
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the organization of the productive functions essential for achieving stated or accepted
economic goal.

These above definition of management, given by different writers and
authorities, are found giving different senses. Virtually, the five concepts are found
developed by the authorities emphasizing in different aspects. However, it has
been realized by many that it will not be fair to define management based upon any
one aspect. Management can be taken as process-managerial process or social
process either engage in planning, organizing, staffing, directing and controlling or
mobilizing the group activities to achieve the corporate goals.

1.5 CHARACTERISTICS OF MANAGEMENT

An analysis of the various definitions of management indicates that management
has certain characteristics. The following are the salient characteristics of
management:

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

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

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

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

Page 6 of 614
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5. Management is a Science as well as an Art: Management is an art NOTES
because there are definite principles of management. It is also a science because
by the application of these principles predetermined objectives can be achieved.

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

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

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

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

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

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

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

13. Management draws ideas and concepts from various disciplines:
Management is an interdisciplinary study. It draws ideas and concepts from various
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NOTES

disciplines like economics, statistics, mathematics, psychology, sociology,
anthropology etc.

14. Management is Goal Oriented: Management is a purposeful activity.
It is concerned with the achievement of pre-determined objectives of an
organisation.

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

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

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

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

1.6 NATURE OF MANAGEMENT

The nature of management can be described as follows:

1. Multidisciplinary: Management is multidisciplinary because it includes
knowledge/information from various disciplines- economics, statistics, maths,
psychology, sociology, ecology, operations research, history, etc. Management
integrates the ideas and concepts taken from these disciplines and presents newer
concepts which can be put into practice for managing the organizations.

2. Management is dynamic: Management has framed certain principles,
which are flexible in nature and change with the changes in the environment in
which an organization exits.

3. Relative, Not Absolute Principles: Management principles are relative,
not absolute, and they should be applied according to the need of the organization.
A particular management principle has different strengths in different conditions.
Therefore, principles should be applied according to the prevailing conditions.

4. Management: Science or Art: Management likes other practices-
whether medicine, music composition, or even accountancy- is an art. It is know-
how. Yet managers can work better by using the organized knowledge about
management. It is this knowledge that constitutes science. Thus, managing as
practice is an art; the organized knowledge underlying the practice may be referred
to as science.
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5. Management as Profession: Management has been regarded as a NOTES
profession by many while many have suggested that it has not achieved the status
ofaprofession. Schein concluded that by some criteria management is indeed a
profession, but by other criteria it is not. Today we can see many signs that
management is working towards increased professionalism.

6. Management is Universal: Management is a universal phenomenon.
However, management principles are not universally applicable but are to be
modified according to the needs of the situation.

1.7LEVELS OF MANAGEMENT

Generally, there are Three Levels of Management, these are;
1. Administrative or Top Level of Management.
2. Executive or Middle Level of Management.

3. Supervisory or Lower Level of Management.

1. Top Level of Management

The Top Level Management consists of the Board of Directors (BOD) and
the Chief Executive Officer (CEO). The Chief Executive Officer is also called
General Manager (GM) or Managing Director (MD) or President. The Board of
Directors are the representatives of the Shareholders, 1.e. they are selected by the
Shareholders ofthe company. Similarly, the Chief Executive Officer is selected by
the Board of Directors of an organisation.

The mainrole of the top level management is summarized as follows:-

a) The top level management determines the objectives, policies and plans
of'the organisation.

b) They mobilises (assemble and bring together) available resources.

c) The top level management does mostly the work of thinking, planning
and deciding. Therefore, they are also called as the Administrators and
the Brain of the organisation.

d) They spend more time in planning and organising.

e) They prepare long-term plans of the organisation which are generally
made for 5 to 20 years.

f)  The top levelmanagement has maximum authority and responsibility. They
are the top or final authority in the organisation. They are directly
responsible to the Shareholders, Government and the General Public.
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2

The success or failure of the organisation largely depends on their efficiency
and decision making.

They require more conceptual skills and less technical Skills.

2. Middle Level of Management

The Middle Level Management consists of the Departmental Heads (HOD),
Branch Managers, and the Junior Executives. The Departmental heads are Finance
Managers, Purchase Managers, etc. The Branch Managers are the head of a

branch or local unit. The Junior Executives are Assistant Finance Managers,

Assistant Purchase Managers, etc. The Middle level Management is selected by
the Top Level Management.

The middle level management emphasizes more on following tasks:-

a)

b)

©)
d)

e)
f)

2

h)

Middle level management gives recommendations (advice) to the top level
management.

It executes (implements) the policies and plans which are made by the
top level management.

It co-ordinate the activities of all the departments.

They also have to communicate with the top level Management and the
lower level management.

They spend more time in co-ordinating and communicating.

They prepare short-term plans of their departments which are generally
made for 1 to 5 years.

The Middle Level Management has limited authority and responsibility.
They are intermediary between top and lower management. They are
directly responsible to the chief executive officer and board of directors.

Require more managerial and technical skills and less conceptual skills.

3. Lower Level of Management

The lower level management consists of the Foremen and the Supervisors.

They are selected by the middle level management. It is also called Operative /
Supervisory level or First Line of Management.

The lower level management performs following activities:-

a)
b)
©)
d)

Lower level management directs the workers / employees.
They develop morale in the workers.
It maintains a link between workers and the middle level management.

The lower level management informs the workers about the decisions
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which are taken by the management. They also inform the management
about the performance, difficulties, feelings, demands, etc., of the workers.

e) Theyspend more time in directing and controlling.
f) Thelower level managers make daily, weekly and monthly plans.

g) They have limited authority but important responsibility of getting the work
done from the workers. They regularly report and are directly responsible
to the middle level management.

h) Along with the experience and basic management skills, they also require
more technical and communication skills.

1.8 IMPORTANCE OF MANAGEMENT

Importance of Management can be summarized as follows:

1. It helps in Achieving Group Goals

It arranges the factors of production, assembles and organizes the resources,
integrates the resources in effective manner to achieve goals. It directs group efforts
towards achievement of pre-determined goals. By defining objective of organization
clearly there would be no wastage of time, money and effort. Management converts
disorganized resources of men, machines, money etc. into useful enterprise. These
resources are coordinated, directed and controlled in such a manner that enterprise
work towards attainment of goals.

2. Optimum Utilization of Resources

Management utilizes all the physical & human resources productively. This
leads to efficacy in management. Management provides maximum utilization of
scarce resources by selecting its best possible alternate use in industry from out of
various uses. [t makes use of experts, professional and these services leads to use
of'their skills, knowledge, and proper utilization and avoids wastage. [f employees
and machines are producing its maximum there is no under employment of any
resources.

Reduces Costs - It gets maximum results through mmimum input by proper
planning and by using minimum input & getting maximum output. Management
uses physical, human and financial resources in such a manner which results in best
combination. This helps in cost reduction.

3. Establishes Sound Organization

No overlapping of efforts (smooth and coordinated functions). To establish
sound organizational structure is one of the objective of management which is in
tune with objective of organization and for fulfillment of this, it establishes effective
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authority & responsibility relationship i.e. who is accountable to whom, who can
give instructions to whom, who are superiors & who are subordinates. Management
fills up various positions with right persons, having right skills, training and
qualification. It ensures that all jobs should be cleared to everyone.

4. Establishes Equilibrium

It enables the organization to survive in changing environment. It keeps in
touch with the changing environment. With the change is external environment, the
initial co-ordination of organization must be changed. So it adapts organization to
changing demand of market / changing needs of societies. It is responsible for
growth and survival of organization.

5. Essentials for Prosperity of Society

Efficient management leads to better economical production which helps in
turn to increase the welfare of people. Good management makes a difficult task
easier by avoiding wastage of scarce resource. It improves standard of living. It
increases the profit which is beneficial to business and society will get maximum
output at minimum cost by creating employment opportunities which generate
income in hands. Organization comes with new products and researches beneficial
for society.

1.9 SUMMARY

Management in businesses and other organizations, including not-for-profit
organizations and government bodies, refers to the individuals who set the strategy
ofthe organization and coordinate the efforts of employees or volunteers, in the
case of some voluntary organizations to accomplish objectives by using available
human, financial and other resources efficiently and effectively.

Management is a vital aspect of the economic life of man, which is an organized
group activity. A central directing and controlling agency is indispensable for a
business concern. The productive resources material, labour, capital etc. are
entrusted to the organizing skill, administrative ability and enterprising initiative of
the management. Thus, management provides leadership to a business enterprise.
Without able managers and effective managerial leadership the resources of
production remain merely resources and never become production. Under
competitive economy and ever-changing environment the quality and performance
of managers determine both the survival as well as success of any business
enterprise. Management occupies such an important place in the modern world
that the welfare of the people and the destiny ofthe country are very much influenced
by it. Management is necessary for a business firm, government enterprises,
education and health services, military organizations, trade associations and so on.
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Management is the act of getting people together to accomplish desired goals NOTES
and objectives using available resources efficiently and effectively. It is an operative
force in all complex organizations trying to achieve some stated objectives.

Management is a Universal Process. It has its place not only in business
concern but also in political, religious, charitable, armed force and even educational
mstitution; hence management is the practice of consciously and continuously shaping
organizations. All organizations have people who are responsible for helping them
achieve their goals. With the increase in the complexities of management of business
concerns in the present- day economic world, the importance of management has
increased considerably. Management occupies such an important place in the
modern world that the welfare of the people and the destiny of any country are
very much influenced by proper management.

Traditionally management meant getting things done through others. In this
context C.S. George views, Management consists of getting things through others;
a manager is one, who accomplishes objectives by directing the efforts of others.
Hence traditional concept of management restricted management to getting things
done. According to modern view, management covers wide range of business
related activities. As per the modern thinkers management is a process, an activity
a discipline and an effort to coordinate, control and direct individual and group
efforts towards attaining the cherished goal of the business. There are 5 concepts
of management.

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

Management utilizes all the physical & human resources productively. This
leads to efficacy in management. Management provides maximum utilization of
scarce resources by selecting its best possible alternate use in industry from out of
various uses. [t makes use of experts, professional and these services leads to use
of'their skills, knowledge, and proper utilization and avoids wastage. If employees
and machines are producing its maximum there is no under employment of any
resources.

Efficient management leads to better economical production which helps in
turn to increase the welfare of people. Good management makes a difficult task
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easier by avoiding wastage of scarce resource. It improves standard of living. It
increases the profit which is beneficial to business and society will get maximum
output at minimum cost by creating employment opportunities which generate
income in hands. Organization comes with new products and researches beneficial
for society.

1.9 GLOSSARY

a) Management: Management is the act of getting people together to
accomplish desired goals and objectives using available resources efficiently and
effectively. It is an operative force in all complex organizations trying to achieve
some stated objectives.

b) Management concept: Management concept is the distinct process
consisting of planning, organizing, activating, and controlling activities performed
to determine and accomplishes the objectives by the use of people and resources

¢) Top Level of Management: The Top Level Management consists of the
Board of Directors (BOD) and the Chief Executive Officer (CEO). The Chief
Executive Officer is also called General Manager (GM) or Managing Director
(MD) or President.

d) Middle Level of Management: The Middle Level Management consists
ofthe Departmental Heads (HOD), Branch Managers, and the Junior Executives.
The Departmental heads are Finance Managers, Purchase Managers, etc.

e) Lower Level of Management: The lower level management consists of
the Foremen and the Supervisors. They are selected by the middle level
management. It is also called Operative / Supervisory level or First Line of
Management.

f) Science: Science is a systematic body of knowledge pertaining to a specific
field of study that contains general facts which explains a phenomenon. It establishes
cause and effect relationship between two or more variables and underlines the
principles governing their relationship.

g) Arts: Art implies application of knowledge & skill to trying about desired
results. An art may be defined as personalized application of general theoretical
principles for achieving best possible results.

h) Profession: Profession may be defined as an occupation that requires
specialized knowledge and intensive academic preparations to which entry is
regulated by a representative body.
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1.I0ANSWER TO CHECK YOUR PROGRESS/

POSSIBLE ANSWERS TO SAQ

1.10.1 Short answer questions

1. Give the meaning of Management.

2. Define the term Management.

3. What is Management Concept?

4. What is Top Level Management?
5. What is Middle Level Management?

6. What is Lower Level Management?

1.10.2 Extended answer questions

1. Discuss in brief about concept of Management.

2. Explain various characteristics of Management.

3. Discuss nature of Management.

4. Explain various levels of Management.

5. Discuss importance of Management.

1.10.3 True-false

I.

Management is the act of getting people together to accomplish desired
goals and objectives using available resources efficiently and effectively.

Science is an operative force in all complex organizations trying to achieve
some stated objectives.

Management concept is the distinct process consisting of planning,
organizing, activating, and controlling activities performed to determine
and accomplishes the objectives by the use of people and resources

The Middle Level Management consists of the Departmental Heads
(HOD), Branch Managers, and the Junior Executives.

Science may be defined as an occupation that requires specialized
knowledge and intensive academic preparations to which entry is regulated
by a representative body.

1.10.4 Multiple-choice

1. What is the act of getting people together to accomplish desired goals
and objectives using available resources efficiently and effectively?
a) Management
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Unit 1: Introduction to Management

Page 150f 614



Principles of Management & Organisational Behaviour Uttarakhand Open University

NOTES b) Science
c) Arts
d) None ofthe above

2. Which ofthe following consists of the Board of Directors (BOD) and the
Chief Executive Officer (CEO)?

a) Top Level Management

b) Middle Level Management
c) Lower Level Management
d) All the above

3. Which ofthe following consists ofthe Departmental Heads (HOD), Branch
Managers, and the Junior Executives?

a) Top Level Management
b) Middle Level Management
c) Lower Level Management

d) All the above

4. What is a systematic body of knowledge pertaining to a specific field of
study that contains general facts which explains a phenomenon?

a) Management

b) Science

c) Arts

d) None ofthe above

5. What may be defined as an occupation that requires specialized knowledge
and intensive academic preparations to which entry is regulated by a
representative body?

a) Management
b) Science
c) Arts

d) Profession

1.10.5 Matching

1) Management 1) It consists of the Board of Directors (BOD) and the
Chief Executive Officer (CEO).

11) Science 1) It is the act of getting people together to accomplish
desired goals and objectives using available resources
efficiently and effectively.
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ii1) Profession i1) It is a systematic body of knowledge pertaining to a
specific field of study that contains general facts which
explains a phenomenon.

1iv) Top Level 1v) It an occupation that requires specialized knowledge

of Management and intensive academic preparations to which entry is
regulated by a representative body.

1.10.6 Fill-in-the-Blanks

is the act of getting people together to accomplish desired
goals and objectives using available resources efficiently and effectively.

20 i is the distinct process consisting of planning, organizing,
activating, and controlling activities performed to determine and
accomplishes the objectives by the use of people and resources

3 consists of the Board of Directors (BOD) and the Chief
Executive Officer (CEO).
4, implies application of knowledge & skill to trying about

desired results. An art may be defined as personalized application of
general theoretical principles for achieving best possible results.

S may be defined as an occupation that requires specialized
knowledge and intensive academic preparations to which entry is regulated
by a representative body.

1.11 POSSIBLE ANSWERS TO SELF ASSESSMENT
QUESTIONS

1.10.3 1. True 2. False 3. True 4. True 5. False

1.10.4 1. (a) 2. (a) 3. (b) 4. (b) 5. (d)

1.10.5 (i) — (1), (it) — (ii1), (iii) — (iv), (iv) — (1)

1.10.6 1. Management 2. Management concept 3. Top Level of Management
4. Art 5. Profession
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1.13 SUGGESTED READINGS

1. Principles of Management, by M. GOVINDARAJAN, S. NATARAJAN,
Published by PHI Learning Pvt. Ltd., 2005.

2. Management, by Richard Daft, Published by Cengage Learning, 2009.

Management: Theory and Practice, by Ernest Dale, Published by Rex
Bookstore, Inc., 1965

4. The Management Blog. Right up there with the HBR Blog Network,
Bloomberg Business week’s Management Blog features easy-to-read,
entertaining posts that are often put into an unexpected.

1.14 TERMINAL QUESTIONS

1. As a manager of ABC Ltd., how do you implement the concept of
Management? Discuss.

2. Do you think, Management is an Art, Science or Profession? Give your
opinion.

ook skokskok
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2.1 INTRODUCTION

The management thoughts encompass an array of different functions undertaken
to accomplish a task successfully. Management thoughts developed the process
of designing and maintaining an environment in which individuals, working togather
in groups, efficiently accomplish selected aims. There are many approaches for
the management varying from a problem to problem solving style to the change.
Each approach has its own limitations and advantages. Management is all about
‘getting things done’. In the late 19th century, management decisions were often
arbitrary and workers often worked at an intentionally slow pace. There was little
in the way of systematic management and workers and management were often in
conflict. Scientific management was introduced in an attempt to create a mental
revolution in the workplace. It can be defined as the systematic study of work
methods in order to improve efficiency. Frederick W. Taylor was its main
proponent. Other major contributors were Frank Gilbreth, Lillian Gilbreth, and
Henry Gantt.

2.2 OBJECTIVES

After reading this unit you will be able to understand the management thoughts of:
Peter Drucker
Max Weber's Bureaucracy
F.W. Taylor’s Scientific Management
Henry Fayol's Process
Operational Management
Human Relations Approach
Behavioral Approach
System Approach
Contingency Approach

Hawthorne Experiments

2.3 THE SCHOOLS OF MANAGEMENT THOUGHTS

The Schools of Management Thought are theoretical frameworks for the
study of management. Each of the schools of management thought are based on
somewhat different assumptions about human beings and the organizations for
which they work. Since the formal study of management began late in the 19th
century, the study of management has progressed through several stages as scholars
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and practitioners working in different eras focused on what they believed to be
important aspects of good management practice. Over time, management thinkers
have sought ways to organize and classify the voluminous information about
management that has been collected and disseminated. These attempts at
classification have resulted in the identification of management schools.

2.4 PETER DRUCKER MANAGEMENT THOUGHTS

Peter Ferdinand Drucker (1909-2005), American economist of Austrian origin,
is considered as the “Father of Modern Management”. Management by Objectives
was first outlined by him in 1954 in his book ‘The Practice of Management’.

Formulated by Peter F. Drucker, Management by Objectives is a process in
which a manager and an employee agree upon a set of specific performance goals,
or objectives, and jointly develop a plan for reaching them. The objectives must
be clear and achievable, and the plan must include a time frame and evaluation
criteria.

Management by Objective is primarily used as a tool for strategic planning,
employee motivation, and performance enhancement. It is intended to improve
communication between employees and management, increase employee
understanding of company goals, focus employee efforts upon organizational
objectives, and provide a concrete link between pay and performance. An important
factor in this system is its emphasis on the results achieved by employees rather
than the activities performed in their jobs.

It also tells about SMART objective, which stands for —
S - Specific
M - Measurable
A - Achievable
R - Realistic
T - Time-Specific
Peter F. Drucker views on management may be summarized as follows:

a) Management as a Practice: According to Drucker, management has
two important functions, innovation and marketing. He has treated management as
a discipline as well as a profession. For him, management is more of a practice and
is always goal oriented.

b) Functions of Management: Drucker points out three basic functions of
management. The actions of management should contribute to:

1) The achievement of purpose and mission of the institution.
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11) Make the work productive and the worker achieving.
111) The effective management of social responsibilities.

¢) Objective Setting: Drucker has attached great importance to objective
setting. To make the objectives and their achievements more meaningful, he has
given a new tool, what is popularly known as Management by Objective (MBO).

d) Orientation towards Justice: Drucker is a great visionary and
futurologist. He was visualised the concept of modern organisation. To put is in his
own words, he describes the present ages as the age of discontinuity.

e) Federalism: Federalismaccording to him involves centralised control in
a decentralised structure. These have certain positive values over other methods
of organising, which are follows:

1) It sets the top management free to devote itself to major policy formulation
and strategy development.

1) It defines the functions and responsibilities of the employees.

i) It creates yardsticks to measure twin success and effectiveness in operating
jobs.

1v) It helps resolve the problem of continuity through giving education to the
managers of various units while in an operating position.

2.5MAX WEBER'S BUREAUCRACY

It was Max Webber who propounded the bureaucratic theory of organisation
and management.

The term ‘bureaucracy’ has been widely used with invidious connotations
directed at government and business. Bureaucracy is an administrative system
designed to accomplish large-scale administrative tasks by systematically
coordinating the work of many individuals. Weber has observed three types of
power in organisations: traditional, charismatic and rational-legal or bureaucratic.
He has emphasised that bureaucratic type of power is the ideal one.

Features (Characteristics) Of Weber’s Bureaucracy
Weber has given a number of features of bureaucracy. Accordingly, following
features suggest the characteristics of bureaucratic organisations.

1. Administrative Class:

Bureaucratic organisations generally have administrative class responsible for
maintaining coordinative activities of the members.

Main features of his class are as follows:
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(1) People are paid and are whole time employees, NOTES
(i) They receive salary and other perquisites normally based on their positions,

(i11) Their tenure in the organisation is determined by the rules and regulations
of'the organisation,

(iv) They do not have any proprietary interest in the organisation,

(v) They are selected for the purpose of employment based on their
competence.

2. Hierarchy:

The basic feature of bureaucratic organisation is that there is hierarchy of
positions in the organisation. Hierarchy is a system ofranking various positions in
descending scale from top to bottom of the organisation. In bureaucratic
organisation, offices also follow the principle of hierarchy that is each lower office
is subject to control and supervision by higher office.

Thus, no office is left uncontrolled in the organisation. This is the fundamental
concept of hierarchy in bureaucratic organisation. This hierarchy serves as lines of
communication and delegation of authority. It implies that communication coming
down or going up must pass through each position.

Similarly, a subordinate will get authority from his immediate superior.
However, this hierarchy is net unitary but sub-pyramids of officials within the large
organisation corresponding etc. functional divisions exist.

Thus, there are offices with the same amount of authority but with different
kinds of functions operating in different areas of competence. For example, the
Government organisations, we can observe separate offices looking after particular
functions. This happens in business organisations too.

3. Division of Work:

Work of the organisation is divided on the basis of specialisation to take the
advantages of division of labour. Each office in the bureaucratic organisation has
specific sphere of competence.

This nvolves:

(1) a sphere of obligations to perform functions which has been marked off as
part ofa systematic division of labour;

(11) the provision of the incumbent with necessary authority to carry out these
functions; and

(111) the necessary means of compulsion are clearly defined and their use is
subject to definite conditions.
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Thus, division of labour try to ensure that each office has a clearly-defined
area of competence within the organisation and each official knows the areas in
which she/he operates and the areas in which she/he must abstain from action so
that he does not overstep the boundary between his/her role and those of others.
Further, division oflabour also tries to ensure that no work is left uncovered.

4. Official Rules:

A basic and most emphasised feature of bureaucratic organisation is that
administrative process is continuous and governed by official rules. Bureaucratic
organisation is the antithesis of ad hoc, temporary and temporary and unstable
relations. A rational approach to organisation calls for a system of maintaining rules
to ensure twin requirements of uniformity and coordination of efforts by individual
members in the organisation.

These rules are more or less stable and more or less exhaustive. When there
is no rule on any aspect of organisational operation, the matter is referred upward
for decision which subsequently becomes precedent for future decision on the
similar matter. Rules provide the benefits of stability, continuity, and predictability
and each official knows precisely the outcome of his/her behaviour in a particular
matter.

5. Impersonal Relationships:

A notable feature of bureaucracy is that relationships among individuals are
governed through the system of official authority and rules. Official positions are
free from personal involvement, emotions and sentiments. Thus, decisions are
governed by rational factors rather than personal factors. This impersonality concept
is used in dealing with organisational relations as well as relations between the
organisation and outsiders.

6. Official Record:

Bureaucratic organisation is characterised by maintenance of proper official
records. The decisions and activities of the organisation are formally recorded and
preserved for future reference. This is made possible by extensive use of filling
system in the organisation. An official record is almost regarded as encyclopedia
of various activities performed by the people in the organisation.

Benefits of Bureaucracy:

The following are the advantages of Bureaucracy:

1. The rules and procedures are decided for every work it leads to, consistency
in employee behaviour. Since employees are bound to follow the rules etc., the
management process becomes easy.
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2. The duties and responsibilities of each job are clearly defined there is no
question of overlapping or conflicting job duties.

3. The selection process and promotion procedures are based on merit and
expertise. It assists in putting right persons on right jobs. There is optimum utilisation
of human resources.

4. The division of labour assists workers in becoming experts in their jobs.
The performance of employees improves considerably.

5. The enterprise does not suffer when some persons leave it. [f one person
leaves then some other occupies that place and the work does not suffer.

Disadvantages of Bureaucracy:
The following are the disadvantages of Bureaucracy:
1. This system suffers from too much ofred tape and paper work.
2. The employees do not develop belongingness to the organisation.

3. The excessive reliance on rules and regulations and adherence to these
policies inhibit initiative and growth ofthe employees. They are treated like machines
and not like individuals. There is neglect of human factor.

4. The employees become so used to the system, they resist to any change
and introduction of new techniques of operations.

Evaluation:

Weber’s model will be performed in those enterprises where change is not
anticipated. Big business houses and government departments use this type of
organisation. Weber is credited for attempting to develop Bureaucratic model for
the first time.

Weber’s model has some drawbacks. It has rigidity, impersonality, excessive
cost of control, excessive dependence on superiors, tendency to ignore
organisational goals. Inspite of these limitations this model is very useful in large
enterprises.

2.6 EW.TAYLOR’S SCIENTIFIC MANAGEMENT

Fredrick Winslow Taylor (1856-1915) is considered to be “The Father of
Scientific Management”. He exerted a great influence on the development of
management thought through his experiments and writings. F. W. Taylor not only

established the principle of better management but also spread them throughout
and created the revolution in the techniques of management. Taylor’s principle
concern was that of increasing efficiency in production, not only to lower costs
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and raise profits but also to make possible increase in the pay for workers through
their higher productivity. His contribution has two dimensions. They are:

(a) Mechanical and
(b) Philosophical

On mechanical side, he introduced time and motion studies, standardization
of condition and appliances and different piece rates for payment of wages. He
advocated planning, use of time saving devices, routine and cost system etc., all to
increase the productivity of worker.

On the philosophical side, he promoted the development of science of the
management, based on investigation and experiments. He prepared for the
replacement of individual opinion or the traditional method by clearly defined
universal rules and principles of management and thus, gave birth to the science of
management.

The basic idea of “Taylor” was that managers should study, work scientifically
and in order to identify “One Best Way” to get the job done. Taylor’s scientific
management is also known as Taylor’s Principles, or Taylorism. Taylor’s scientific
management consisted of four principles:

(1) Replace rule-of-thumb work methods with methods based on a scientific
study of'the tasks.

(1) Scientifically select and then train, teach, and develop the workman,
whereas in the past the employee (or workmen) chose his own work and trained
himself as best he could.

(1) Provide “Detailed instruction and supervision of each worker in the
performance of that worker’s discrete task™.

(iv) Divide work nearly equally between managers and workers, so that the
managers apply scientific management principles to planning the work and the
workers actually perform the tasks.

According to Taylor, the summary of the fourth element is: Under the
management of “initiative and incentive” practically the whole problem is “up to
the workman,” while under scientific management fully one-half of the problem is
“up to the management”.

During his career spanning a period of 26 years, he conducted a series of
experiments in three companies: Midvale Steel, Simonds Rolling Machine and
Bethlehem Steel.

While serving as the chief Engineer of Midvale Steel Company, Taylor made
several important contributions which were classified under Scientific Management:
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i) Time and Motion Study NOTES

Since Taylor had been a machinist himself; he knew how piece-work
employees used to hold back its production to its one-third level because they
feared that their employers would cut their piece rate as soon as there was a rise in
production. The real trouble, Taylor thought was that no one knew how much
work it was reasonable to expect a man to do. He therefore, started time and
motion study, under which each motion of a job is timed with the help of a stop
watch and shorter and fewer motions were to be developed. Thus the best way of
doing a job was found. This replaced the old rule-of-thumb-knowledge ofthe
workman.

ii) Differential Payment

Taylor introduced a new payment plan called the differential piece work, in
which he linked incentives with production. Under this plan a worker received low
piece rate ifhe produced the standard number of pieces and high rate ifhe surpassed
the standard. Taylor thought that the attraction ofhigh piece rate would motivate
workers to increase production.

iii) Drastic Reorganization of Supervision

Taylor suggested two new concepts: (i) separation of planning and doing and
(i1) functional foremanship. In those days it used to be customary for each worker
to plan his own work. The worker himself used to select his tools and decide the
order in which the operations were to be performed. The foreman simply told the
worker what jobs to perform, not how to do them. Taylor suggested that the work
should be planned by a foreman and not the worker. Further he suggested that
there should be as many foremen as there are special functions involved in doing a
job and each of these foremen should give order to the worker on his specialty.

iv) Scientific Recruitment and Training

Taylor emphasized the need for scientific selection and development of the
worker. He said that the management should develop and train every worker to
bring out his best faculties and to enable him to do a higher, more interesting and
more profitable class of work than he has done in the past.

v) Intimate Friendly Cooperation between the Management and Workers

Taylor said that for the above suggestions to succeed, “a complete mental
revolution” on the part of management and labour was required. Rather than quarrel
over whatever profits there were they should both try to increase production. By
doing so, profits would be increased to such an extent that labour and management
would no longer have to compete for them. In short, Taylor believed that
management and labour has a common interest in increasing the productivity.
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Taylor’s concept of scientific management developed into a movement and
dominated the industrial management scene for several decades after him. His
principles were further refined and enlarged by several of his followers, notable
among them were Henry. L. Gantt and Gilbreths.

2.7HENRY FAYOL'S MANAGEMENT PROCESS

Henry Fayol is said to be ‘The Father of Management”. Henry Fayol was
born in France in 1841 he graduated in 1860 and joined as a mining engineer in
French Mining Company and rose to the position of his chief managing director
because of his outstanding activities in 1888. From 1888 to 1918 he was the MD
of'the company. Fayol developed a general theory of management through his
long practical experience as an experienced industrialist.

In 1916 he published a book Administration Industrialist Journal. It was under
the title General Industrial Management. But only a few 100 copies were published
and it was only in 1949 that book was freely available in U.N.

Contribution of Henry Fayol / Administrative Theory of Management

Henry Fayol has classified the business activities into six broad categories:

1) Technical: Relating to production or manufacturing activities

2) Commerce: Related to buying, selling and exchange

3) Financial: Optimum Utilization of resources

4) Security: Related to protection of property and assets

5) Accounting: Related to maintenance of Accounts

6) Managerial: Related to planning, organizing, controlling, coordinating and
commanding.

According to Henry Fayol the first five activities of the business are quite well
known and therefore concentrated on the analysis of the six activities that is the
managerial activity, he divided the managerial activity into broad categories as
given below:

Elements of Management

Fayol regarded the element of management as its function, in other words “to
manage is to forecast and plan to organize, to command, to coordinate, to control.”
Hence Fayol classified the elements as:

1) Forecasting

11) Commanding
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i11) Planning NOTES
v) Organizing
v) Coordinating

vi) Controlling

Henry’s 14 Principles of Management/General Principles of
Management

Henry Fayol suggested 14 principles of management for running the business
effectively these principles are studied as follows:

i) Division of Work: The object of division of work is to derive benefits
from the principle of specialization. The various functions of management like
planning, organizing, directing, etc., cannot be performed by a single proprietor
and they have to be entrusted to specialists in the related fields. Division of work in
the management process produces more and better work with the same effort.

The principle of division of work is the principle of specialization. It emphasizes
the importance of specialization in an organization for promoting efficiency in the
utilization of labour. Division of work or specialization can be applied to all types
of work, shop labour (i.e., labour involved in production work), technical work
and managerial work.

Division of work in the management becomes necessary because the various
functions of management likes planning, organizing, staffing, controlling etc. cannot
be performed by a single person or by the board of directors alone. The different
managerial functions have to be entrusted to socialists in the related fields. The
division of labour in the process of management ensures more and better work
with the same effort.

ii) Authority and Responsibility: As management consists in getting the
work done through others, it implies that the manager should have the right to give
orders and the powers to extract obedience.

Authority is the right to extract obedience and get the work done, in other
words, it is the power or right ofa person to command his/her subordinates.

Responsibility is the obligation of a person to perform the task or duties
assigned to him; thereby authority and responsibility are closely related.

Authority is closely related to responsibility, and it arises whenever authority
is exercised. An individual to whom authority is given to exercise power must also
be prepared to bear the responsibility to perform the work. Responsibility without
authority is meaningless.
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iii) Discipline: Discipline means obedience to authority and observance of
rules of' service and norms of performance, respect for agreements, sincere efforts
for completing the given job, respect etc. Discipline is essential for the smooth
running of business.

It 1s a sense of respect for agreements which are directed at achieving
obedience, application, energy and outward marks of respect. In other words, it is
the observance of the rules of service, norms of performance, sincere efforts for
completing the given job, respect for the superiors etc. in short, it means obedience
to authority.

iv) Unity of Command: The Principle of Unity of Command means that an
employee should receive orders, instructions, directions and guidance from one
superior only for any action or activity. It states that one person should receive
orders from only on superior. In other words one person should be accountable to
only one boss. If two superiors wield authority over the same person it causes
uneasiness, disorder, indiscipline among employees and undermining of authority.
It the principle of unity of command is into observed the authority there will be
confusion and it will be difficult to pin point responsibility on anyone.

v) Unity of Direction: The Principle of Unity of Direction means that there
should be one head and one plan for a group of activities having the same or
common objectives. In simple terms, for every category of work, there should be
one plan ofaction, and it should be executed under the overall control and supervision
of one head (i.e., superior). For instance, all sales activities having the common
objective of promotion of sales should have one plan of action and should be the
responsibility of the manager. Thus it implies that there should be one head and
one plan for a group of activities having same objectives. For every category of
work, there should be one plan of action and it should be executed under the
overall control and supervision of head or superior.

vi) Sub-ordination of Individual interest to General Interest: In a
business concern, the interest of one employee or group of employee should not
prevail over the common interest or should not block the fulfilment of general goals
of'the business concern. Ifthere is any disagreement among two superiors on any
matter, the management should reconcile the differences so as to conduct the overall
operation ofthe enterprise smoothly.

This principle implies that, in any organization, the interests of individuals should
be subordinated to the group interests, (i.e., the general or common interests of
the organization) so, when there is a conflict between individual interests and group
interests, the interests of the groups in general should prevail over the interests of
individual employee’s interests. This principle thereby will contribute to unity and
will help to avoid clashes among different workers.
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vii) Fair Remuneration to Workers: Fayol was of the view that the
remuneration paid to worker should always be just and fair and should afford
maximum satisfaction to both employees and the employer. Employees who are
paid decent salary will have a high morale and their efficiency will be high. The rate
of remuneration paid should based on general business conditions, cost of living,
productivity of employees and the capacity of the firm to pay.

viii) Centralization: It means concentration of authority in the hands of few.
Everything, which goes to reduce the importance of sub-ordinates role, is known
as centralization. Fayol was the opinion that they should be proportion between
centralization and decentralization. The degree of proportion may differ but the
balance must be maintained between centralization and decentralization of authority
to produce better results. Centralization (i.e. concentration ofauthority) gives least
or any importance to subordinates in the management and the organization of an
undertaking. On the other hand, decentralization of authority means giving more
role and importance to subordinates in the management and organization of an
undertaking.

Too much of centralization kills the initiative and enthusiasm of the subordinates
and reduces them to mere mechanical tools, while excessive decentralization
increases the importance of the subordinates and reduces the importance of the
superiors. So, neither too much of centralization nor too much of decentralization
should be resorted to by any concern. A proper balance must be maintained between
centralization and decentralization to retain the initiative of the subordinates and to
ensure the optimum utilization of all the personnel in the organization.

ix) Scalar Chain: Scalar chain refers to the chain superiors ranging from the
highest authority to the lowest one to ensure unity of command and effective
communication. According to this principle, order or communication should pass
through the proper channels of authority. But in case of swift action a gangplank
may be created with due respect to line of authority to facilitate quick
communication.

The principle of scalar chain or line of authority recognizes the necessity for
formal authority in the organization. It suggests that the scalar chain or the line of
authority should be followed ordinarily or normally. That is, normally, orders or
communications should pass through the proper channels of authority along the
scalar chain.

Advantages of Scalar Chain

(a) This principle ensures unity of command in the organization.

(b) Because of the scalar principle, every person in the organization knows
under whom he is working and whose orders he has to obey.
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(c) This principle facilitates delegation of authority, which is essential for the
successful working of the organization.

Draw Backs/Limitations of Scalar Chain

(a) The scalar chain is a lengthy, tedious and time consuming process. Under
the scalar chain, communication takes too much time, as it has to go from one level
to other in a chain.

(b) Under the scalar chain principle suffers from the above drawbacks, the
scalar chain should not be rigid. There should be provision for short-circuiting the
scalar chain so as to allow quick communication and swift action, where ever
desired.

x) Order: Order refers to the systematic arrangement of things and persons
in an organization. Management should observe the principle of ‘right place for
everything and every man’. To observe this principle, there is need for scientific
selection of competent personnel, correct assignment of duties to personnel and
good organization.

According to Henry Fayol, order can be divided into two types, viz,
(a) Material Order and
(b) Social Order

Material order refers to arrangement of materials at the right place for every
occasion.

Social order refers to the arrangement of persons. In other words, it refers to
the arrangement of people in such a way that there will be a fixed work place for
every worker, and every worker will be available in his workplace during the
working hours. Further perfect social order also implies that the right person is
placed on the right job.

The principle of order suggests that there must be a right place for everything
and for everyone, and everything and everyone must be inits and in his place. The
principle of order is intended to secure orderliness in the arrangement materials
and men.

Thus a successful observance of the principle of order requires that (a) There
should be scientific selection of competent personnel, (b) Correct assignment of
duties to the personnel (¢) Good Organization

xi) Equity: It means fair dealings, equality of treatment among the personnel
in the undertaking. The managerial treatment of the subordinates should be free
from the influence of prejudices and personal likes or dislikes. Equity ensures
healthy industrial relations.
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xii) Stability of Staff: In order to motivate the workers and to show keener NOTES
interest in their work, it is necessary that they should be assured security ofthe job
by the management. Ifthey fear of insecurity of job their morale will be low and
there cat’s turnout with better work. Hence, it is very essential to provide security
of tenure to the personnel.

xiii) Initiative: Initiative means freedom to think and execute a plan.
Innovation that is a mark of technological progress is possible only where the
employees are encouraged to take initiative. Employees should be welcomed to
make any suggestions regarding the formulation of objectives and plans.

xiv) Esprit-de-crops: Since union is strength, the management should create
a team spirit among the employees. Only when all their personnel pull together as
a team, there is scope for realizing the objectives of the concern. Harmony and
unity of staff of a concern is a great source of strength to the undertaking. The
management should not follow the policy of ‘divide and rule’ and it should strive to
maintain unity among the staff.

2.8 OPERATIONAL MANAGEMENT

Operational management involves certain responsibilities. One is ensuring the
business operates efficiently, both in terms of using the least amount of resources
necessary and in meeting customers' requirements to the highest standard
economically viable. Operations management involves managing the process by
which raw materials, labor and energy are converted into goods and services.
People skills, creativity, rational analysis and technological knowledge are all
important for success in operations management.

In the history of business and manufacturing operations, division of labor and
technological advancements has benefited company productivity. Systematically
measuring performance and calculating with formulas was a somewhat unexplored
science before Frederick Taylor’s early work in the field. In 1911, Taylor published
his principles of scientific operations management, characterized by four specific
elements: developing a true science of management, scientific selection of an
effective and efficient worker, education and development of workers, and an
intimate cooperation between management and staff.

Modern operations management revolves around four theories: business
process redesign (BPR), reconfigurable manufacturing systems, six sigma and lean
manufacturing. BPR was formulated in 1993 and is a business management strategy
that focuses on analyzing and designing workflow and business processes within a
company. The goal of BPR is to help companies dramatically restructure
organization by designing the business process fromthe ground up.
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Reconfigurable manufacturing systems are production systems designed to
incorporate accelerated change in structure, hardware and software components.
This allows systems to adjust rapidly to the capacity to which they can continue
production and how efficiently they function in response to market or intrinsic
system changes.

Six sigma 1s an approach that focuses on quality. It was primarily developed
from 1985 to 1987 at Motorola. The word "six" references the control limits,
which are placed at six standard deviations from the normal distribution mean.
Jack Welch at General Electric started an initiative to adopt the six sigma method
in 1995, which brought the approach a great deal of popularity. Every six sigma
project within a company has a defined step sequence and financial targets, such
as increasing profits or reducing costs. Tools used within the six sigma process
include trending charts, potential defect calculations and other ratios.

Lean manufacturing is a systematic method of eliminating waste within the
manufacturing process. The lean theory accounts for waste that is created through
overburdening or uneven workloads. This theory sees resource use for any reason
other than value creation for customers as wasteful and seeks to eliminate wasteful
resource expenditures as much as possible.

2.9 HUMAN RELATIONS APPROACH

The classical school did not give importance to the human aspects of the
workers. Therefore, they did not achieve a high level of production efficiency and
co-operation between the management and workers. The failure of the classical
approach led to the human relations movement.

The human relations experts tried to integrate (combine) Psychology and
Sociology with Management. According to them, organization is a social system
of interpersonal and inters group relationships. They gave importance to the
management of people. They felt that management can get the work done from the
workers by satisfying their social and psychological needs.

Principles of Human Relations Approach
The basic principles of human relations approach are:

Human beings are not interested only in financial gains. They also need
recognition and appreciation.

Workers are human beings. So they must be treated like human beings and
not like machines. Managers should try to understand the feelings and emotions of
the workers.
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An organisation works not only through formal relations, but also through NOTES
informal relations. Therefore, managers should encourage informal relations in the
organisation along with formal relations.

Workers need a high degree of job security and job satisfaction. Therefore,
management should give job security and job satisfaction to the workers.

Workers want good communication from the managers. Therefore, managers
should communicate effectively without feelings of ego and superiority complex.

In any organisation, members do not like conflicts and misunderstandings.
Therefore, managers should try to stop conflicts and misunderstandings among the
members of the organisation.

Workers want freedom. They do not want strict supervision. Therefore,
managers should avoid strict supervision and control over the workers.

Employees would like to participate in decision making, especially, in those
matters affecting their interests. Therefore, management must encourage workers'
participation in management. This will increase productivity and job satisfaction.

2.10 BEHAVIORAL APPROACH

Follet is the pioneer of behavioural approach to management. She recognized
the significance of the human element and attributed greater significance to the
functioning of groups in workplaces. As per Follet, the critical role of managers
should be to bring about constructive changes in organizations, following the principle
of ‘power with’rather than ‘power over’.

She opined that power should not be based on hierarchical levels but should
be collectively developed to foster a cooperative concept that involves superiors
and subordinates and enables them to work together as a team. Hence, the emphasis
is more on power sharing. Organizations need to become democratic to
accommodate employees and managers. Employees work harder when their
organizations recognize their individual motivating desires.

Elton Mayo:

Even though Follet was the pioneer of the behavioural approach to
management, it is Elton Mayo who is recognized as the father of the human-relations
approach. Mayo and his associates conducted a study at the Western Electric’s
Hawthorne Plant between 1927 and 1932 to evaluate the attitudes and
psychological reactions of workers in on-the-job situations.
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Contributor to behavioral theories
Mary Parker Follet (1868-1933) — Group influences

Elton Mayo (1880-1949)— Effect of human motivation on productivity and
output

Abraham Maslow (1808-1970) — Relates human motivation to hierarchy of
needs

Douglas McGregor (1906-1964) — Emphasizes on human characteristics
theory X and theory Y and the corresponding style of leadership

Chris Argyris (1964) — Human and organizational development — Model I
and Model I1

Their experiments were carried out in the following four phases:
1. IMlumination experiments

2. Relay assembly test room experiments

3. Interview phase

4. Bank wiring observation room experiment

Illumination Experiments:

These experiments took place, initially between 1924 and 1927, in the
Hawthorne Plant of Western Electric Company, involving the company’s industrial
engineers. The experiments involved manipulation of illumination for one group of
workers (test group) and comparing their performance and productivity with another
group for whom illumination was not manipulated (control group).

In the first spell of the experiments, the performance and productivity of the
test group (for whom the illumination was manipulated) improved. However, this
did not last long. In fact, the control group’s performance also improved in between,
even though there was no change in the light conditions of this group.

With such contradicting results, researchers concluded that the intensity of
illumination was not related to the productivity of workers. There must be something
else besides illumination, which must have influenced the performance of the
workers in Western Electric Company. Elton Mayo and his associates from Harvard
University got involved at this point to conduct the subsequent phase of experiments.

Relay Assembly Test Room Experiments:

This set of experiments was conducted under the guidance of Elton Mayo
between 1927 and 1933. At this stage, researchers were concerned about other
working conditions like working hours, working conditions, refresh-ments,
temperatures, etc. To start with, the researchers selected six women employees of
the relay assembly test room.
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Their job was to assemble a relay (a small device) using thirty-five spare NOTES
parts. Selected women employees (samples) were put in a separate room and
briefed about the experiments. In the test room, the variables like increased wages
and rest period, shortened workday and workweek, etc. were altered.

In addition to this, the sample workers were also given the freedom to leave
their workstations without permission and were also given special attention.
Productivity increased over the study period. Such results led the researchers to
believe that better treatment of subordinates made them more productive.

They highlighted the significance of social relations. Finally, researchers were
convinced that workers would perform better if the management looked after their
welfare and supervisors paid special attention to them. This syndrome was later
labelled as the Hawthorne effect.

Interview Phase:

In this phase of the experiments, about 21,000 people were interviewed over
three years between 1928 and 1930. The purpose of the interview was to explore
in depth the attitudes of the workers.

On the basis of the results of these interviews, the following conclusions were
drawn:

1. A complaint may not necessarily be an objective recital of facts. It also
reflects personal disturbance, which may arise from some deep-rooted cause.

2. All objects, persons and events carry some social meaning. They relate to
the employees’ satisfaction or dissatisfaction.

3. Workers’ personal situation is the result of a configuration of their
relationships, involving sentiments, desires, and interests. Such relational variables
influence the workers” own past and present interpersonal relations and result in
their personal situations.

4. Workers assign meaning to their status in the organization and attach much
importance to events and objects and specific features of their environment, such
as hours of work, wages etc.

5. Workers derive satisfaction or dissatisfaction from the social status of their
organization. It means they also look for social rewards, in the form of an increase
n their personal status, borne out of their association with an organization of repute.

6. Workers’ social demands are influenced by their social experiences within
their groups, both inside and outside the workplace.
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Bank Wiring Observation Room Experiment:

This part of the Hawthorne experiments was conducted to test some ofthe
ideas that had cropped up during the interview phase. It was conducted between
1931 and 1932. In this experiment there were fourteen participants (samples),
including wiremen, solder men, and inspectors.

In this phase of the experiment, there was no change in the physical working
conditions. Payments to sample workers were based on an incentive pay plan,
which related their pay to their outputs. Sample workers had the opportunity to
earn more by increasing their outputs. However, the researchers observed that
output was constant at a certain level.

Analysis of the results showed that the group encourages neither too much
nor too little work. On their own, they enforce ‘a fair day’s work’. Group norms,
therefore, are more important to workers than money is. The study thus provided
some insights into die workers’ informal social relations within their groups.

The Hawthorne experiments therefore focused on the importance of human
relations and thus contributed immensely to management theories.

Criticism:
Despite its brilliant contributions to the theories of management, the behavioural
approach to management was criticized on the following grounds:

1. It 1s believed that procedures, analysis of the findings and conclusions
drawn from there are not linked to each other rationally. In fact, the conclusions
are not supported by adequate evidence.

2. The relationship between satisfaction/happiness of the workers and
productivity was established through simplistic assumptions, while in reality the
situation is more complex due to behavioural phenomena.

3. Furthermore, all these studies failed to focus on the attitudes of the workers,
which played a crucial role in influencing their performance and productivity.

Abraham Maslow, Douglas McGregor, Chris Argyris, and other contributors
made significant contributions to the behavioural school ofthought. Maslow and
McGregor’s contributions are in the shape of theories of motivation. While Maslow
focused on the importance of human needs, which are the major driving forces for
human motivation, McGregor made certain assumptions about people, categorizing
them under theory X or theory Y.

Theory X essentially represents a negative view about people that people are
lazy have little ambition, dislike work, avoid responsibility, and require directions
to work. TheoryY on the contrary, assumes, that people are more positive, capable
of self-control, are innovative and creative and do not inherently dislike work.

Page 38 of 614

Unit 2: Development of Management Thoughts



Principles of Management & Organisational Behaviour Uttarakhand Open University

Chris Argyris’s contributions to the behavioural school ofthought are extremely NOTES
important. His contributions are the maturity-immaturity theory, the integration of
individual and organizational goals, and the Model I and Model II patterns.
According to the maturity-immaturity theory, people progress from a stage of
immaturity and dependence to a state of maturity and independence.

If organizations keep their employees in a dependent state, they allow them
to remain immature and thereby prevent them from achieving their potential. Further,
he also contended that a formal organization develops a rigid structure, compelling
people to behave in an immature way. This leads to incongruence between the
individual and organizational goals, hinders organizational development, results in
failure, and fosters frustration and conflict.

People therefore exhibit signs of aggression, regression, and suppression.
Model I and Model Il patterns are two different assumptions. Workers in Model
I type-organizations are motivated by the desire to manipulate others and protect
themselves from others, while workers in Model II type-organizations are less
manipulative and more willing to learn and take risks. Argyris therefore suggested
that managers should always try to create a Model II type-organization.

Rensis Likert and Peter F. Drucker have also contributed significantly to this
school ofthought in 1967 and 1954, respectively. Likert attributes low productivity
and poor morale of the employees to a typical job-centred supervision technique.
He has suggested some typical leadership styles to ensure better productivity and
improved the morale of the workers. Drucker on the other hand pioneered several
modern management concepts in the fields of mnovation’ creativity, problem solving,
organizational design, MBO etc.

2.11 SYSTEM APPROACH

In the 1960, an approach to management appeared which try to unify the
prior schools of thought. This approach is commonly known as ‘Systems
Approach’. Its early contributors include Ludwing Von Bertalanfty, Lawrence J.
Henderson, W.G. Scott, Deniel Katz, Robert L. Kahn, W. Buckley and J.D.
Thompson.

They viewed organisation as an organic and open system, which is composed
of interacting and interdependent parts, called subsystems. The system approach
is top took upon management as a system or as “an organised whole” made up of
sub- systems integrated into a unity or orderly totality.

Systems approach is based on the generalization that everything is inter-related
and inter-dependent. A system is composed of related and dependent element
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which when in interaction, forms a unitary whole. A system is simply an assemblage
or combination of things or parts forming a complex whole.

One its most important characteristic is that it is composed of hierarchy of
sub-systems. That is the parts forming the major system and so on. For example,
the world can be considered-to be a system in which various national economies
are sub-systems.

In turn, each national economy is composed of'its various industries, each
industry is composed of firms” and of course a firm can be considered a system
composed of sub-systems sudi as production, marketing, finance, accounting and
SO on.

Features of Systems Approach:

(1) A system consists of interacting elements. It is set of inter-related and
inter-dependent parts arranged in a manner that produces a unified whole.

(11) The various sub-systems should be studied in their inter-relationships rather,
than in isolation from each other.

(111) An organisational system has a boundary that determines which parts are
internal and which are external.

(iv) A system does not exist in a vacuum. It receives information, material and
energy fromother systems as inputs. These inputs undergo a transformation process
within a system and leave the system as output to other systems.

(v) An organisation is a dynamic system as it is responsive to its environment.
It is vulnerable to change in its environment.

In the systems approach, attention is paid towards the overall effectiveness
of'the system rather than the effectiveness of the sub-systems. The interdependence
of'the sub-systems is taken into account. The idea of systems can be applied at an
organisational level. In applying system concepts, organisations are taken into
account and not only the objectives and performances of different departments
(sub-systems).

The systems approach is considered both general and specialised systems.
The general systems approach to management is mainly concerned with formal
organisations and the concepts are relating to technique of sociology, psychology
and philosophy. The specific management system includes the analysis of
organisational structure, information, planning and control mechanism and job
design, etc.

As discussed earlier, system approach has immense possibilities, “A system
view point may provide the impetus to unify management theory. By definitions, it
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could treat the various approaches such as the process of quantitative and
behavioural ones as sub-systems in an overall theory of management. Thus, the
systems approach may succeed where the process approach has failed to lead
management out ofthe theory of jungle.”

Systems theory is useful to management because it aims at achieving the
objectives and it views organisation as an open system. Chester Barnard was the
first person to utilize the systems approach in the field of management.

He feete that the executive must steer through by keeping a balance between
conflicting forces and events. A high order of responsible leadership makes the
executives effective. H. Simon viewed organisation as a complex system of decision-
making process.

Evaluation of System Approach

The systems approach assists in studying the functions of complex organisations
and has been utilized as the base for the new kinds of organisations like project
management organisation. It is possible to bring out the inter-relations in various
functions like planning, organising, directing and controlling. This approach has an
edge over the other approaches because it is very close to reality. This approach
is called abstract and vague. It cannot be easily applied to large and complex
organisations. Moreover, it does not provide any tool and technique for managers.

2.12 CONTINGENCY APPROACH

The contingency approach to management is based on the idea that there is
no one best way to manage and that to be effective, planning, organizing, leading,
and controlling must be tailored to the particular circumstances faced by an
organization. Managers have always asked questions such as "What is the right
thing to do? Should we have a mechanistic or an organic structure? A functional or
divisional structure? Wide or narrow spans of management? Tall or flat
organizational structures? Simple or complex control and coordination mechanisms?
Should we be centralized or decentralized? Should we use task or people oriented
leadership styles? What motivational approaches and incentive programs should
we use?" The contingency approach to management (also called the situational
approach) assumes that there is no universal answer to such questions because
organizations, people, and situations vary and change over time. Thus, the right
thing to do depends on a complex variety of critical environmental and internal
contingencies.

NOTES
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Historical Overview

Classical management theorists such as Henri Fayol and Frederick Taylor
identified and emphasized management principles that they believed would make
companies more successful. However, the classicists came under fire in the 1950s
and 1960s from management thinkers who believed that their approach was
inflexible and did not consider environmental contingencies. Although the criticisms
were largely invalid (both Fayol and Taylor, for example, recognized that situational
factors were relevant), they spawned what has come to be called the contingency
school of management. Research conducted in the 1960s and 1970s focused on
situational factors that affected the appropriate structure of organizations and the
appropriate leadership styles for different situations. Although the contingency
perspective purports to apply to all aspects of management, and not just organizing
and leading, there has been little development of contingency approaches outside
organization theory and leadership theory. The following sections provide brief
overviews of the contingency perspective as relevant to organization theory and
leadership.

Contingency Perspective and Organization Theory

Environmental change and uncertainty, work technology, and the size ofa
company are all identified as environmental factors impacting the effectiveness of
different organizational forms. According to the contingency perspective, stable
environments suggest mechanistic structures that emphasize centralization,
formalization, standardization, and specialization to achieve efficiency and
consistency. Certainty and predictability permit the use of policies, rules, and
procedures to guide decision making for routine tasks and problems. Unstable
environments suggest organic structures which emphasize decentralization to achieve
flexibility and adaptability. Uncertainty and unpredictability require general problem
solving methods for nonroutine tasks and problems. Paul Lawrence and Jay Lorsch
suggested that organizational units operating in differing environments develop
different internal unit characteristics, and that the greater the internal differences,
the greater the need for coordination between units.

Joan Woodward found that financially successful manufacturing organizations
with different types of work technologies (such as unit or small batch; large-batch
or mass-production; or continuous-process) differed in the number of management
levels, span of management, and the degree of worker specialization. She linked
differences in organization to firm performance and suggested that certain
organizational forms were appropriate for certain types of work technologies.

Organizational size is another contingency variable thought to impact the
effectiveness of different organizational forms. Small organizations can behave
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informally while larger organizations tend to become more formalized. The owner NOTES
of'a small organization may directly control most things, but large organizations

require more complex and indirect control mechanisms. Large organizations can

have more specialized staff, units, and jobs. Hence, a divisional structure is not

appropriate for a small organization but may be for a large organization.

In addition to the contingencies identified above, customer diversity and the
globalization of business may require product or service diversity, employee
diversity, and even the creation of special units or divisions. Organizations operating
within the United States may have to adapt to variations in local, state, and federal
laws and regulations. Organizations operating internationally may have to adapt
their organizational structures, managerial practices, and products or services to
differing cultural values, expectations, and preferences. The availability of support
institutions and the availability and cost of financial resources may influence an
organization's decision to produce or purchase new products. Economic conditions
can affect an organization's hiring and layoffpractices as well as wage, salary, and
incentive structures. Technological change can significantly affect an organization.
The use of robotics affects the level and types of skills needed in employees.
Modern information technology both permits and requires changes in communication
and interaction patterns within and between organizations.

2.13 HAWTHORNE EXPERIMENTS

Elton Mayo’s team conducted a number of experiments involving six female
workers. These experiments are often referred to as the Hawthorne experiments
or Hawthorne studies as they took place at The Hawthorne Works of the Western
Electric Company in Chicago.

Hawthorne Experiment Details

Over the course of five years, Mayo’s team altered the female worker’s
working conditions and monitored how the change in working conditions affected
the workers morale and productivity. The changes in working conditions included
changes in working hours, rest brakes, lighting, humidity, and temperature. The
changes were explained to the workers prior to implementation.

Hawthorne Experiment Results

At the end of the five year period, the female worker’s working conditions,
reverted back to the conditions before the experiment began. Unexpectedly the
workers morale and productivity rose to levels higher than before and during the
experiments. The combination of results during and after the experiment (ie the
increase in the workers’ productivity when they were returned to their original
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working conditions) led Mayo to conclude that workers were motivated by
psychological conditions more than physical working condition.

Hawthorne Experiment Conclusions

After analyzing the results from the Hawthorne experiments Mayo concluded
that workers were motivated by more than self interest and instead the following
applied:

i) Psychological Contract

There is an unwritten understanding between the worker and employer
regarding what is expected from them; Mayo called this the psychological contract.

ii) Interest in Workers

Aworker’s motivation can be increased by showing an interest in them. Mayo
classified studying the workers (through the experiments) as showing an interest in
the workers.

iii) Work is a Group Activity

Work is a group activity, team work can increase a worker’s motivation as it
allows people to form strong working relationships and increases trust between
the workers. Work groups are created formally by the employer but also occur
informally. Both informal and formal groups should be used to increase productivity
as informal groups influence the worker’s habits and attitudes.

iv) Social Aspect of Work

Workers are motivated by the social aspect of work, as demonstrated by the
female workers socialising during and outside work and the subsequent increase
in motivation.
v) Recognise Workers

Workers are motivated by recognition, security and a sense of belonging.

vi) Communication

The communication between workers and management influences workers’
morale and productivity. Workers are motivated through a good working
relationship with management.

2.14 SUMMARY

The management thoughts encompass an array of different functions undertaken
to accomplish a task successfully. Management thoughts developed the process
of designing and maintaining an environment in which individuals, working to gather
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in groups, efficiently accomplish selected aims. There are many approaches for NOTES
the management varying from a problem to problem solving style to the change.
Each approach has its own limitations and advantages. Management is all about
‘getting things done’. In the late 19th century, management decisions were often
arbitrary and workers often worked at an intentionally slow pace. There was little
in the way of systematic management and workers and management were often in
conflict. Scientific management was introduced in an attempt to create a mental
revolution in the workplace. It can be defined as the systematic study of work
methods in order to improve efficiency. Frederick W. Taylor was its main
proponent. Other major contributors were Frank Gilbreth, Lillian Gilbreth, and
Henry Gantt.

Peter Ferdinand Drucker (1909-2005), American economist of Austrian origin,
is considered as the “Father of Modern Management”. Management by Objectives
was first outlined by him in 1954 in his book ‘The Practice of Management’.

Formulated by Peter F. Drucker, Management by Objectives is a process in
which a manager and an employee agree upon a set of specific performance goals,
or objectives, and jointly develop a plan for reaching them. The objectives must
be clear and achievable, and the plan must include a time frame and evaluation
criteria.

The term ‘bureaucracy’ has been widely used with invidious connotations
directed at government and business. Bureaucracy is an administrative system
designed to accomplish large-scale administrative tasks by systematically
coordinating the work of many individuals. Weber has observed three types of
power in organisations: traditional, charismatic and rational legal or bureaucratic.
He has emphasised that bureaucratic type of power is the ideal one.

Operational management involves certain responsibilities. One is ensuring the
business operates efficiently, both in terms of using the least amount of resources
necessary and in meeting customers' requirements to the highest standard
economically viable. Operations management involves managing the process by
which raw materials, labor and energy are converted into goods and services.
People skills, creativity, rational analysis and technological knowledge are all
important for success in operations management.

The contingency approach to management is based on the idea that there is
no one best way to manage and that to be effective, planning, organizing, leading,
and controlling must be tailored to the particular circumstances faced by an
organization.

Elton Mayo’s team conducted a number of experiments involving six female
workers. These experiments are often referred to as the Hawthorne experiments
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or Hawthorne studies as they took place at The Hawthorne Works of the Western
Electric Company in Chicago.

2.15 GLOSSARY

a) Management thoughts: The management thoughts encompass an array
of different functions undertaken to accomplish a task successfully. Management
thoughts developed the process of designing and maintaining an environment in
which individuals, working to gather in groups, efficiently accomplish selected aims.

b) Schools of management thought: The schools of management thought
are theoretical frameworks for the study of management. Each ofthe schools of
management thought are based on somewhat different assumptions about human
beings and the organizations for which they work.

¢) Peter Ferdinand Drucker: Peter Ferdinand Drucker (1909-2005),
American economist of Austrian origin, is considered as the “Father of Modern
Management”. Management by Objectives was first outlined by him in 1954 in his
book ‘The Practice of Management’.

d) Management by Objective: Management by Objective is primarily used
as a tool for strategic planning, employee motivation and performance enhancement.

e) Division of Work: Work of the organisation is divided on the basis of
specialisation to take the advantages of division of labour. Each office in the
bureaucratic organisation has specific sphere of competence.

f) Centralization: It means concentration of authority in the hands of few.
Everything, which goes to reduce the importance of subordinates role, is known
as centralization.

g) Scalar Chain: Scalar chain refers to the chain superiors ranging from the
highest authority to the lowest one to ensure unity of command and effective
communication. According to this principle, order or communication should pass
through the proper channels of authority.

h) Order: Order refers to the systematic arrangement of things and persons
in an organization. Management should observe the principle of ‘right place for
everything and every man’. To observe this principle, there is need for scientific
selection of competent personnel, correct assignment of duties to personnel and
good organization.

i) Equity: It means fair dealings, equality of treatment among the personnel in
the undertaking. The managerial treatment of the subordinates should be free from
the influence of prejudices and personal likes or dislikes. Equity ensures healthy
industrial relations.

Page 46 of 614

Unit 2: Development of Management Thoughts



Principles of Management & Organisational Behaviour Uttarakhand Open University

j) Operational Management: Operational management involves certain
responsibilities. One is ensuring the business operates efficiently, both in terms of
using the least amount of resources necessary and in meeting customers'
requirements to the highest standard economically viable.

NOTES

k) Contingency approach: The contingency approach to management is
based on the idea that there is no one best way to manage and that to be effective,
planning, organizing, leading, and controlling must be tailored to the particular
circumstances faced by an organization.

2.16 ANSWER TO CHECK YOUR PROGRESS/
POSSIBLE ANSWERS TO SAQ

2.16.1 Short answer questions
1. What is Management Thought?
2. What is Bureaucracy?
3. Give the meaning of Scientific Management.
4. What is Operational Management?
5. What is Human Relations Approach?
6. What is Behavioral Approach?
7. What is System Approach?
8. What is Contingency Approach?

2.16.2 Extended answer questions
1. Discuss the Schools of Management Thoughts.
2. Explain the Peter Drucker Management Thoughts.
3. Discuss Max Weber's Bureaucracy.
4. Explain in details about F.W. Taylor’s Scientific Management.
5. Discuss the Henry Fayol's Management Process.
6. Discuss the Human Relations Approach.
7. Explain in details about System Approach.

8. Discuss in details Hawthorne Experiments.

2.16.3 True-false

1. Management thoughts developed the process of designing and maintaining
an environment in which individuals, working to gather in groups, efficiently
accomplish selected aims.
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NOTES 2. The schools of management thought are theoretical frameworks for the
study of management. 3. Management by Objective is primarily used as
a tool for strategic planning, employee motivation, and performance
enhancement.

4. Bureaucracy is an administrative system designed to accomplish large-
scale administrative tasks by systematically coordinating the work of many
individuals.

5. Fredrick Winslow Taylor (1845-1905) is considered to be “The Father
of Scientific Management”.

2.16.4 Multiple-choice

1. The schools of management thought are theoretical frameworks for

a) Study of management

b) Human Resource Management
c¢) Production activities

d) Engineering

2. When Peter Ferdinand Drucker American economist of Austrian origin,
is considered as the “Father of Modern Management™?

a) 1910-2004 b) 1909-2005

c) 1907-2001 d) 1909-2005

3. Max Webber who propounded the .............
a) Bureaucratic theory of organization

b) Theory of management

c)Bothaandb

d) None ofthe above

4. Fredrick Winslow Taylor is considered to be “The Father of Scientific
Management™?

a) 1910-2004 b) 1909-2005
c) 1907-2001 d) 1856-1915

5. Which of the following involves managing the process by which raw
materials, labor and energy are converted into goods and services?

a) Operations management b) Marketing management

c¢) HRM d) All the above
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2.16.5 Matching
1) Management thoughts 1) “Father of Modern Management”.

i1) Peter Ferdinand i1) Propounded the bureaucratic theory of
Drucker organization and management

1i1) Max Webber 111) “The Father of Scientific Management”

1v) Fredrick Winslow 1v) It encompasses an array of different functions
Taylor undertaken to accomplish a task successfully.

2.16.6 Fill-in-the-blanks

1. The management thoughts encompass an array of different functions
undertaken to accomplisha...............

20 e, developed the process of designing and maintaining an
environment in which individuals, working to gather in groups, efficiently
accomplish selected aims.

3. Peter Ferdinand Drucker (1909-2005), American economist of Austrian
origin, is considered asthe........................

4. is considered to be “The Father of Scientific
Management”.

S refers to the chain superiors ranging from the highest

authority to the lowest one to ensure unity of command and effective
communication.

2.17 POSSIBLE ANSWERS TO SELF ASSESSMENT
QUESTIONS

2.16.3 1. True 2. True 3. True 4. True 5. False

2.16.41.(a)2.(b)3.(c)4.(d) 5. (a)

2.16.5 (i) — (v), (i1) — (1), (ii1) — (1), (iv) — (iii)

2.16.6 1. Task successfully 2. Management thoughts 3. “Father of Modern
Management” 4. Fredrick Winslow Taylor (1856-1915) 5. Scalar chain
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2. Management, by Richard Daft, Published by Cengage Learning, 2009.
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4. The Management Blog. Right up there with the HBR Blog Network,
Bloomberg Business week’s Management Blog features easy-to-read,
entertaining posts that are often put into an unexpected.

2.20 TERMINAL QUESTIONS

1. Discuss features of Weber’s Bureaucracy and its implementations.

2. Why Henry Fayol's Management Process is the best management process?
Discuss.
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3.1 INTRODUCTION

Effective management and leadership involve creative problem solving,
motivating employees and making sure the organization accomplishes objectives
and goals. There are five functions of management and leadership: planning,
organizing, staffing, coordinating and controlling.

3.2 OBJECTIVES

After reading this unit you will be able to understand
Introduction
Management Functions

Skills of Manager

3.3 INTRODUCTION TO MANAGEMENT
FUNCTIONS

Management has been described as a social process involving responsibility
for economical and effective planning & regulation of operation of an enterprise in
the fulfillment of given purposes. It is a dynamic process consisting of various
elements and activities. These activities are different from operative functions like
marketing, finance, purchase etc. Rather these activities are common to each and
every manger irrespective of his level or status. Different experts have classified
functions of management. According to George & Jerry, “There are four
fundamental functions of management i.e. planning, organizing, actuating and
controlling”.

According to Henry Fayol, “To manage is to forecast and plan, to organize,
to command, & to control”. Whereas Luther Gullick has given a keyword
‘POSDCORB’ where P stands for Planning, O for Organizing, S for Staffing, D
for Directing, Co for Co-ordination, R for reporting & B for Budgeting. But the
most widely accepted are functions of management given by KOONTZ and
O’DONNEL i.e. Planning, Organizing, Staffing, Directing and Controlling.

3.4 MANAGEMENT FUNCTIONS

It comprises of management comprises of various functions of management
or managerial activities. Management is concerned with getting things done through
the efforts of others. To get the work done through the efforts of others, the
management has to undertake a number of activities in a systematic manner. These
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activities of management are called managerial functions, functions of management NOTES
or elements of management process.

(i) Planning

It is deciding in advance the future course of operations for a given period. In
other words, it is the conscious determination of the objectives to be achieved and
the course ofaction to be taken to achieve the results. It implies decisions-making
as to what to do, when to do it. Where to do it, who is to do it, how to evaluate the
result. The process of planning includes the result. The process of planning includes
the determination of organizational objectives and the formulation of plans, policies,
strategies, programmes, procedures and schedules to achieve the desired
organizational objectives.

Planning helps the organization to have a clear picture of the future course of
events well in advance, and to make the necessary provision for future eventualities.

(ii) Organizing

It means the manpower, material, resources, viz., men, money, machines,
materials, managerial personnel, etc. and putting them together into working order
or the achievement of the objectives lay down by the enterprise. It can also be
defined as the identification of the activities required to achieve the objectives of
the enterprise. The grouping of those activities into manageable units, assignment
of'the grouped activities to the various personnel and fixing responsibilities on
them for the performance of the assigned duties, delegation of sufficient authority
to the people to carry out their responsibilities and establishing authority-
responsibility relationships among the personnel for effective co-ordination of
activities.

Organizing function helps in increasing the efficiency of the personnel. Further,
by avoiding repetition and duplication of activities, organizing reduces and operating
cost of the enterprise.

(iii) Staffing

Staffing function is considered as a separate function of the management by
many management experts. But some do not consider it as a separate function of
management. They consider staffing either as a part of organizing, since it involves
the manning ofthe positions created by the organizing process. It is considered as
a part of directing, as the staffing activities are closely related to leadership,
communication and motivation. However, it is desirable to consider staffing as a
separate function of management.

Staffing means ensuring right type of personnel is available to manage and
execute the various activities required to attain the objectives of the organization.
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In other words, it means manning the various positions created in the organizational
structure by appointing qualified competent personnel.

(iv) Directing

Directing is one of the important functions of management. While planning,
organizing and staffing are merely the preparations for doing the work, directing
function actually starts the work. Directing is responsible for the effective execution
of the pre-determined plans. So, one can say that directing is the pivot around
which the entire performance and undertaking revolves.

Directing is concerned those activities which deals with instructing, influencing,
guiding, supervising and motivating the subordinates in their jobs. In other words,
it is guiding, supervising and motivating the subordinates for the achievement ofthe
pre-determined organizational goals. In short, it is the actuating function which
makes the subordinates works efficiently for the implementation ofthe plans and
the attainment of'the pre-determined goals.

(v) Co-ordination

It is the orderly synchronization of efforts of the people working in an
organization for the achievement of the organizational objectives. In other words,
it is the harmonious blending of'the activities of the different departments and the
different specialists for the achievement of the desired ends. In short, it is the
orderly arrangement of group efforts to provide unity of action in the pursuit of a
common purpose.

Inthe context of the study of management functions, it is better to have some
ideal about co-ordination. There are some writers who consider co-ordination as
a separate function of management. It is the very essence of management process.
It is all-pervasive and permeates every function of management process.

(vi) Communication

It is the fundamental function of management, literally, communicating means
sharing a common idea or establishing a common ground ofunderstanding with
some one. In practice, it is the process of passing information and understanding
from one person to another. In management communication is the exchange of
facts and view points among persons in an organization or between organizations
which bring about commonness of interest, purpose and effort.

(vii) Controlling

It is the process of measuring actual results (i.e., current performance), the
pre determined or standard results), identification of the variances or deviation
between the actual results and the pre-determined results if any and taking correction
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ofthe performance of persons against the pre-determined standards. Controlling NOTES
ensures that everything is undertaken according to the plans already determined.

3.5 FUNCTIONALAREAS OF MANAGEMENT

Various functional areas of management are:

1. Production Management

In the words of E. F. L. Brech, “Production management is the process of
effective planning and regulating the operations of that section of an enterprise
which is responsible for the actual transformation of materials into finished products”.

From the above definitions, it is clear that production management is that
branch of management which is concerned with the various aspects of production,
such as production planning and control, quality control, research in production
etc.

In fact production, planning and controlling are the main aspects of production
management. Production of goods and services undertaken by numerous industries
forms an important part of business activity. It is primarily concerned with conversion
of raw materials into finished products through various activities and operations.
This are performed in a logical sequence, and is known as conversion process.

The termproduction was earlier linked with factories, where the goods, where
the goods of tangible shape, volume, colour, and weight are produced. Today
production is used in a general sense as a process through which goods and services
are produced. The production function implies bringing together men and machines
for producing goods and services to the satisfaction of human needs and wants.
Production management includes management of non-manufacturing or service
organizations such as transport, banking, insurance, warehousing, health and
educational services.

Production management deals with decision-making in relation to the
production process so that goods and service of required quality and quantity are
produced within a given time schedule and cost. To achieve the objectives,
production process are designed and controlled to maintain the cost effectiveness
of'the entire production system.

Production function may be viewed as ‘input-output systems’ working in an
external environment for achieving objectives. The inputs ofthe production system
may be identified as necessary resources such as land, building, capital, machine,
technology, labor and management. Owing to the conversion of inputs, some outputs
are produced in the form of products and services for society. The output may be
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in the form of finished product, cured patients, serviced customers, delivered goods
etc.

2. Marketing Management

The functional area of marketing is mainly concerned with the distribution
system. Goods and services, produced by numerous industries, are made available
to customers as efficiently as possible. A large number ofactivities and operations
are performed by the organizations involved in the distribution system. Thus, planning,
organizing, staffing, directing and controlling of these operations which are
performed in the flow of goods from producers to consumers is regarded as
marketing management. It includes within it the elements such as the plans and
policies of the organization must be framed in such a way so as to attain customer
satisfaction, it also says that the organization should generate more profitable sales
volume by maintaining cost-effectiveness of the marketing system and also that all
the activities and operations of marketing should be integrated and well-coordinated
with other activities of the organization.

Marketing is not mere selling of goods and services. It maybe considered as
a process of planning, organizing, and controlling resources plans, policies, action
programmes and activities of marketing to satisfy consumer needs and generate
maximum profits.

3. Financial Management

It is a life-giving element to business organizations. It may be considered as a
foundation of all economic activities. An organization cannot be formed without
adequate finances. Finance is the life blood for an organization to take its origin,
finance is needed for conducting business activities, seeking its growth and
development and for preserving and protecting its identity in changing environment.

Generally, finance is referred to as a process of arranging and timely
procurement of required funds at a reasonable cost. It involves many problems,
decision areas and operations and has emerged as one of the important functional
areas of business management, attracting attention of the management scientists,
scholars and practitioners.

In simple words financial management may be defined as planning and
controlling of financial activities of the organization and refers to process of efficient
management of funds for achieving organizational goals. It involves an application
of funds for achieving organizational goals. It involves an application of management
principles and generalizations in the area of financial decision-making.
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4. Personnel Management

To achieve organizational objectives, a large number of activities are performed
and physical resources like land, building, capital, machine and raw materials are
utilized by the manpower employed in the organization. Smooth functioning, efficient
utilization of resources and success, to a large extent; depend on the availability of
a team of highly-talented, committed and motivated employees. Personnel
management assumes a significant role in the entire corporate sector. It is mainly
concerned with managing human aspect of organization. The core management
lies in organizing and guiding, directing and controlling activities of employees
working in an organization.

3.6 QUALITIES OF AN EXCELLENT MANAGER

An excellent manager taps into talents and resources in order to support and
bring out the best in others. An outstanding manager evokes possibility in others.

1. Creativity

Creativity is what separates competence from excellence. Creativity is the
spark that propels projects forward and that captures peoples' attention. Creativity
is the ingredient that pulls the different pieces together into a cohesive whole, adding
zest and appeal in the process.

2. Structure

The context and structure we work within always have a set of parameters,
limitations and guidelines. A stellar manager knows how to work within the structure
and not let the structure impinge upon the process or the project. Know the structure
intimately, so as to guide others to effectively work within the given parameters.
Do this to expand beyond the boundaries.

3. Intuition

Intuition is the capacity of knowing without the use ofrational processes; it's
the cornerstone of emotional intelligence. People with keen insight are often able
to sense what others are feeling and thinking; consequently, they're able to respond
perfectly to another through their deeper understanding. The stronger one's intuition,
the stronger manager one will be.

4. Knowledge

A thorough knowledge base is essential. The knowledge base must be so
ingrained and integrated into their being that they become transparent, focusing on
the employee and what s/he needs to learn, versus focusing on the knowledge
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base. The excellent manager lives from a knowledge base, without having to draw
attention to it.

5. Commitment

A manager is committed to the success of the project and ofall team members.
S/he holds the vision for the collective team and moves the team closer to the end
result. It's the manager's commitment that pulls the team forward during trying
times.

6. Being Human

Employees value leaders who are human and who don't hide behind their
authority. The best leaders are those who aren't afraid to be themselves. Managers
who respect and connect with others on a human level inspire great loyalty.

7. Versatility

Flexibility and versatility are valuable qualities in a manager. Beneath the
flexibility and versatility is an ability to be both non-reactive and not attached to
how things have to be. Versatility implies openness this openness allows the leader
to quickly change on a dime when necessary. Flexibility and versatility are the
pathways to speedy responsiveness.

8. Lightness

A stellar manager doesn't just produce outstanding results; s/he has fun in the
process! Lightness doesn't impede results but rather, helps to move the team
forward. Lightness complements the seriousness ofthe task at hand as well as the
resolve ofthe team, therefore contributing to strong team results and retention.

9. Discipline/Focus

Discipline is the ability to choose and live from what one pays attention to.
Discipline as self-mastery can be exhilarating. Role model the ability to live from
your intention consistently and you'll role model an important leadership quality.

10. Big Picture, Small Actions

Excellent managers see the big picture concurrent with managing the details.
Small actions lead to the big picture; the excellent manager is skilful at doing both:
think big while also paying attention to the details.

3.7 Duties of a Manager
1. Staffing

Managers are responsible for staffing the business. In a small business, this
includes creating job descriptions, running advertisements for open positions,
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reviewing resumes and applications, interviewing prospective employees, hiring NOTES
and firing. The manager oversees his staff, ensuring they are trained properly, follow

company guidelines and policies, perform the job satisfactorily and receive feedback

on aregular basis. Depending on the size of the company, the manager may also

be responsible for the payroll function including tallying work hours, calculating

pay, processing checks and tracking vacation days and other time off.

2. Communication

Communication may be one of the most important responsibilities of a manager
to keep the workplace running efficiently. Employees need to know the mission
and goals ofthe business and what is expected of them to achieve those results.
Managers must have the ability to comprehend directives from upper management
and to then translate them to staff'so that everyone is on the same page. A manager's
communication responsibilities may also entail resolving conflicts, motivating
employees, speaking to the public on behalf of the company and preserving customer
relationships.

3. Training

Managers need to ensure that direct reports are properly trained in job duties.
Each of a manager's employees should be scheduled for an initial orientation and
for any subsequent training required to perform his job. He/her must evaluate the
employee's progress on a regular basis and determine whether additional training
is needed. It is also the responsibility of the manager to note employees who are
candidates for promotions or advanced positions within the company's. He should
work with each employee to create career goals and plans to attain them. Managers
must also make the decision to terminate an employee unable to satisfactorily
perform his/her job or who blatantly breaks company rules.

4. Business Growth

A manager's prime responsibility is to the success of the company. His/her
actions should all be poised toward business growth. Companies hire managers to
run daily operations, coach employees, maintain quality control and ensure that its
products and services are fulfilling customer needs. Managers must constantly
review the company's financial, budgetary and production goals. Ifthe company is
falling short of'its goals, it is up to the manager to make the necessary adjustments
to get back on track. A manager's duty is to lead the organization to success.

3.8 RESPONSIBILITIES OF A MANAGER

A manager must be proficient in anumber of areas to be an effective leader,
one who can motivate employees to perform at their highest capabilities. A manager
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differs from his/her subordinates because she/he must measure his success by
what she/he can get others to accomplish and not solely by what she/he can do on
his/her own. While opinions vary about a manager's specific top responsibilities,
performing certain key functions effectively will ensure long-term success in
management.

1. Leadership

A good manager is measured not as much by what she/he does as by what
she/he is able to get others to do. He/she must often lead people in directions that
they do not want to go and to get them to accomplish things that they otherwise
would not. An effective manager must be able to set a vision for his organization or
department and have his/her staff see the value in that vision.

2. Administration

A manager must be able to oversee or administer the operation of the area
that he is responsible for. The day-to-day requirements vary and he must be able
to alter his current task, sometimes on a moment's notice. Most operations also
include reporting and financial requirements, as well as personnel and legal
obligations that must be met on a timely basis. The manager must be able to ensure
that all requirements of his/her department are met on time.

3. Delegation

The operation ofa department or organization usually requires more work
than any one person could get done on his/her own. A great manager is able to
delegate a department workload effectively and monitor its progress towards
completion while not delegating the ultimate responsibility for this work. He must
also know exactly what each ofhis/her staft'is capable of'and give them work that
they can complete effectively while also challenging them to achieve more.

4. Other Considerations

Selling is a key responsibility in any for-profit organization, and the best
managers realize that they are also an integral part of this. Even nonprofits must
sell, although they may be selling just their image or their goals. The manager also
affects the overall morale of his department and realizes his responsibility for setting
the tone for day-to-day operations. He must also be professional at all times and
not allow his/her personal feelings and opinions to interfere with workplace
responsibilities.
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3.9 MANAGEMENT CONTROL SYSTEM OF ITC NOTES
GROUP

ITC is one of India's foremost private sector companies. It is rated among
the World's Best Big Companies, Asia's 'Fab 50" and the World's Most Reputable
Companies by Forbes magazine, among India's Most Respected Companies by
Business World and among India's Most Valuable Companies by Business Today.
ITC also ranks among India's top 10 "Most Valuable (Company) Brands', (2012)
in a study conducted by Brand Finance and published by the Economic Times.

The ancient Imperial Tobacco Company of India Limited is ITC Limited
today, which was incorporated in August 24, 1910. The growth after long way in
its journey, ITC posted its face as sector leader in its traditional businesses and
spread over more than 60 locations across India. ITC has commitment with the
business segments of:

» Cigarettes

* Hotels

» Paperboards & Specialty Papers
» Packaging, Agri-Business

» Packaged Foods & Confectionery
* Information Technology

* Branded Apparel

* Personal Care

* Stationery

+ Safety Matches and

Other FMCG products.

The Company's ownership progressively Indianised and the name of the
Company was changed to I.T.C. Limited in 1974. As a strategic backward
integration for ITC's Cigarettes business, the Packaging & Printing Business was
set up in 1925. It is today India's most sophisticated packaging house. Spanning
the network the company has 11 Subsidiaries, 3 JV Companies and 2 Associate
Companies. The Company continuously endeavors to enhance its wealth generating
capabilities in a globalizing environment.
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Audit Committee | Conpersation Committee | Nominations Investor Services
Committee

Corporate Managenent Committee

Divisiomal/Strategic Business Unit (SBU) Corporate Furctiors, each headed bya HOD
Maragenent Conmmittees, each headed by a
Divisional/SBU Chief Execttive

Businesses inchude: Corporate Furctiors inchude:

FMCOG Hotels, Paperboards, Specialty Planning and Treasury, Accourting, Legal,

Papers & Packaging and Agri-Business Secretarial, EHS, Human Resources,
Communications, Internal Audit and
Information Technology

Chairman

The Chairman of ITC is the Chief Executive of the Company. He is the
Chairman ofthe Board and the CMC. His primary role is to provide leadership to
the Board and the CMC for realizing Company goals in accordance with the
charter approved by the Board. He is responsible, inter alia, for the working of the
Board and the CMC, for ensuring that all relevant issues are on the agenda and for
ensuring that all Directors and CMC members are enabled and encouraged to
play a full part in the activities of the Board and the CMC, respectively. He keeps
the Board informed on all matters of importance. He is also responsible for the
balance of membership ofthe Board, subject to Board and Shareholder approvals.
He presides over General Meetings of Shareholders.

Executive Director

The Executive Directors, as members ofthe CMC, contribute to the strategic
management of the Company’s businesses within Board approved direction /
framework. Executive Directors assume overall responsibility for the strategic
management including governance processes and top management effectiveness
for businesses / functions reporting to them. In the context of the multi-business
character of the Company, an Executive Director is in the nature of a Managing
Director for those businesses and functions reporting to him. As an Executive
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Director accountable to the Board for a wholly owned subsidiary or its wholly NOTES
owned subsidiary, he acts as the custodian of ITC’s interests and is responsible for
its governance in accordance with the charter approved by the Board.

Non-Executive Director

Non-Executive Directors, including Independent Directors, play a critical role
in imparting balance to the Board processes by bringing an independent judgment
on issues of strategy, performance, resources, standards of Company conduct
etc.

Divisional / SBU Chief Executive Officer (CEO)

The Divisional/ SBU CEO for a business has the overall executive responsibility
for its day-to-day operations and provides leadership to the DMC /SBU MC in
its task of executive management of'the business.

3.10 SKILLS OF MANAGER

Managerial skills are what the manager uses to assist the organization in
accomplishing its goals. Specifically, a manager will make use ofhis or her own
abilities, knowledge base, experiences, and perspectives to increase the productivity
ofthose with whom they manage.

The toolbox for what a manager needs in order to performtheir job effectively,
typically, fallinto one ofthree categories: technical skills, human skills, and conceptual
skills. To give you a better understanding of these skills, let's take a look at how
each of these skills is applied by Manny the Manager and his employee Kelly the
Financial Analyst.

1. Technical Skills

Technical skills are those skills needed to accomplish a specific task. It is the
'how to' skill set that allows a manager to complete his or her job. These skills are
the combination of formal education, training, and on-the-job experience. Most
employees expect their managers to have a technical skill set above their own so
that, when needed, an employee can come to their manager to find out how to do
something specific to their individual job.

For example, let's say that part of Kelly the Financial Analyst's job is to
update a balance sheet each week. Kelly is a novice financial analyst and is new to
the company, so she's expecting her manager, Manny, to show her how to perform
this task initially, so that she can, eventually, do it on her own. Therefore, it is
essential for Manny to have the technical skills of how to update a balance sheet
so that he may;, in turn, share that skill with Kelly. As a low-level manager, technical
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skills are most important for Manny due to how close his role is to the general
workforce - in this case, Kelly.

2. Human SKkills

The next types of skills a manager must have are human skills. These
interpersonal skills are what a manager will use to work with his or her employees.
Some people are born with good human skills; others must work much harder at
it. Human skills are critical for all managers because they work with people.
Managers with good human skills understand their role inside the manager/employee
relationship and how important things, like trust, cohesion, fairness, empathy, and
good will, are to the overall success of the organization. Human skills help the
manager to communicate, lead, and motivate an employee to work towards a
higher level of productivity.

For example, let's go back to Kelly and Manny. Imagine Kelly's job description
was changing to include a greater deal of responsibility but for the same pay. Kelly
is upset, and feels overwhelmed by this change. Manny is a manager with good
human skills, so he is able to empathize and communicate his understanding of
Kelly's frustration with the change to her. Manny quickly works to find ways to
motivate Kelly to continue to work at a higher level, despite the additional workload
being placed on her.

3. Conceptual Skills

Conceptual skills are the final type of skills a manager must possess inside
their toolbox. The level of analytical ability to envision both the parts and its sum
directly translates into a manager's conceptual skill set. Essentially, a manager's
conceptual skills allow him or her to solve problems in a strategic and calculated
fashion. Conceptual skills are becoming increasingly more important in today's
chaotic business environment.

Managers are, continually, being challenged to think conceptually about their
organizations to develop action plans and harness resources to achieve
organizational goals. A manager with good conceptual skills can look at a problem,
break it down into manageable pieces, consider a variety of possible solutions, all
before putting it back together again in a more effective and efficient manner.
Conceptual skills are most important for top managers but still important for middle
and low-level managers as well.

3.11 SUMMARY

Effective management and leadership involve creative problem solving,
motivating employees and making sure the organization accomplishes objectives
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and goals. There are five functions of management and leadership: planning,
organizing, staffing, coordinating and controlling.

Management has been described as a social process involving responsibility
for economical and effective planning & regulation of operation of an enterprise in
the fulfillment of given purposes. It is a dynamic process consisting of various
elements and activities. These activities are different from operative functions like
marketing, finance, purchase etc. Rather these activities are common to each and
every manger irrespective of his level or status. Different experts have classified
functions of management. According to George & Jerry, “There are four
fundamental functions of management i.e. planning, organizing, actuating and
controlling”.

According to Henry Fayol, “To manage is to forecast and plan, to organize,
to command, & to control”. Whereas Luther Gullick has given a keyword
"POSDCORB’ where P stands for Planning, O for Organizing, S for Staffing, D
for Directing, Co for Co-ordination, R for reporting & B for Budgeting. But the
most widely accepted are functions of management given by KOONTZ and
O’DONNEL i.e. Planning, Organizing, Staffing, Directing and Controlling.

It comprises of management comprises of various functions of management
or managerial activities. Management is concerned with getting things done through
the efforts of others. To get the work done through the efforts of others, the
management has to undertake a number of activities in a systematic manner. These
activities of management are called managerial functions, functions of management
or elements of management process.

Planning is deciding in advance the future course of operations for a given
period. In other words, it is the conscious determination of the objectives to be
achieved and the course of action to be taken to achieve the results. It implies
decisions-making as to what to do, when to do it.

Organizing means the manpower, material, resources, viz., men, money,
machines, materials, managerial personnel, etc. and putting them together into
working order or the achievement of the objectives lay down by the enterprise. It
can also be defined as the identification of the activities required to achieve the
objectives of the enterprise.

Staffing function is considered as a separate function of the management by
many management experts. But some do not consider it as a separate function of
management. They consider staffing either as a part of organizing, since it involves
the manning ofthe positions created by the organizing process. It is considered as
a part of directing, as the staffing activities are closely related to leadership,
communication and motivation. However, it is desirable to consider staffing as a
separate function of management.
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Directing is one of the important functions of management. While planning,
organizing and staffing are merely the preparations for doing the work, directing
function actually starts the work.

Controlling is the process of measuring actual results (i.e., current performance),
the pre determined or standard results), identification of the variances or deviation
between the actual results and the pre-determined results if any and taking correction
ofthe performance of persons against the pre-determined standards. Controlling
ensures that everything is undertaken according to the plans already determined.
In short controlling makes execution function easy.

3.12 GLOSSARY

a) Planning: Planning is deciding in advance the future course of operations
for a given period. In other words, it is the conscious determination of the objectives
to be achieved and the course of action to be taken to achieve the results. It
implies decisions-making as to what to do, when to do it.

b) Organizing: Organizing means the manpower, material, resources, viz.,
men, money, machines, materials, managerial personnel, etc. and putting them
together into working order or the achievement of the objectives lay down by the
enterprise. It can also be defined as the identification of the activities required to
achieve the objectives of the enterprise.

¢) Staffing: Staffing function is considered as a separate function of the
management by many management experts. But some do not consider it as a
separate function of management. They consider staffing either as a part of
organizing, since it involves the manning of the positions created by the organizing
process.

d) Directing: Directing is one of the important functions of management.
While planning, organizing and staffing are merely the preparations for doing the
work, directing function actually starts the work.

e) Co-ordination: Co-ordination is the orderly synchronization of efforts of
the people working in an organization for the achievement of the organizational
objectives. In other words, it is the harmonious blending of the activities of the
different departments and the different specialists for the achievement ofthe desired
ends. In short, it is the orderly arrangement of group efforts to provide unity of
action in the pursuit ofa common purpose.

f) Controlling: Controlling is the process of measuring actual results (i.e.,
current performance), the pre determined or standard results), identification of the
variances or deviation between the actual results and the pre-determined results if
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any and taking correction of the performance of persons against the pre-determined
standards.

g) Creativity: Creativity is what separates competence from excellence.
Creativity is the spark that propels projects forward and that captures peoples'
attention. Creativity is the ingredient that pulls the different pieces together into a
cohesive whole, adding zest and appeal in the process.

h) Technical Skills: Technical skills are those skills needed to accomplish a
specific task. It is the 'how to'skill set that allows a manager to complete his or her
job. These skills are the combination of formal education, training, and on-the-job
experience. Most employees expect their managers to have a technical skill set
above their own so that, when needed, an employee can come to their manager to
find out how to do something specific to their individual job.

i) Conceptual Skills: Conceptual skills are the final type of skills a manager
must possess inside their toolbox. The level of analytical ability to envision both the
parts and its sum directly translates into a manager's conceptual skill set. Essentially,
amanager's conceptual skills allow him or her to solve problems in a strategic and
calculated fashion. Conceptual skills are becoming increasingly more important in
today's chaotic business environment.

3. I3ANSWER TO CHECK YOUR PROGRESS/
POSSIBLE ANSWERS TO SAQ

3.13.1 Short answer questions
1. What is Management Function?
2. State any two Management Functions.
3. What is Production Management?
4. What is Marketing Management?
5. Who is a Manager?

6. State any two duties of a Manager.

3.13.2 Extended answer questions
1. Explain various Management Functions.
2. Discuss various Functional Areas of Management.
3. Discuss qualities of an Excellent Manager.
4. Explain various duties of a Manager.
5. Discuss various responsibilities of a Manager.

6. Explain various important Skills of Manager.
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1. Effective management and leadership involve creative problem solving,
motivating employees and making sure the organization accomplishes
objectives and goals.

2. Management has been described as a social process involving
responsibility for economical and effective planning & regulation of
operation of an enterprise in the fulfillment of given purposes.

3. According to Henry Fayol, ““To manage is to forecast and plan, to organize,
to command, & to control”.

4. Luther Gullick has given a keyword 'POSDCORB’ where P stands for
Planning, O for Organizing, S for Staffing, D for Directing, Co for Co-
ordination, R for Reporting & B for Budgeting.

5. Staffing function is considered as a separate function of the management
by many management experts.
3.13.4 Multiple-choice

1. Which of the following involve creative problem solving, motivating
employees and making sure the organization accomplishes objectives and
goals?

a) Effective management
b) Leadership
c)Bothaandb

d) None ofthe above

2. “To manage isto forecast and plan, to organize, to command, & to control”.
Who quoted?

a) Henry Fayol

b) Luther Gullick

¢) KOONTZ and O’'DONNEL
d) All the above

3. Who has given a keyword "'POSDCORB’ where P stands for Planning,
O for Organizing, S for Staffing, D for Directing, Co for Co-ordination,
R for reporting & B for Budgeting?

a) Henry Fayol
b) Luther Gullick
¢) KOONTZ and O’'DONNEL

d) All the above
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3.13.5 Fill-in-the-blanks

1. Accordingto.................. , “To manage is to forecast and plan, to
organize, to command and to control”.

20 has given a keyword "’POSDCORB’ where P stands
for Planning, O for Organizing, S for Staffing, D for Directing, Co for
Co-ordination, R for Reporting & B for Budgeting.

3 is deciding in advance the future course of operations for
a given period.
4. means the manpower, material, resources, viz., men, money,

machines, materials, managerial personnel, etc.

5. ... is the process of measuring actual results (i.e., current performance),
the pre determined or standard results), identification of the variances or
deviation between the actual results and the pre-determined results.

3.14 POSSIBLE ANSWERS TO SELF ASSESSMENT
QUESTIONS

3.13.3. 1. True 2. True 3. True 4. True 5. True
3.13.41.(c)2.(a)3.(b)
3.13.5 1. Henry Fayol 2. Luther Gullick 3. Planning 4. Organizing 5. Organizing
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entertaining posts that are often put into an unexpected.

3.17 TERMINAL QUESTIONS

1. The functions of management have identified by KOONTZ and
O’DONNEL is the most common functions. Why?

2. Why the general manager should concentrate on various functional areas
of management? Discuss.
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4.1 INTRODUCTION

In the present context, managing has become one ofthe most important areas
ofhuman activity because of increasing role of large and complex organizations in
society. Not only the complexities of organizations but also their increasing role in
the organizations have attracted the attention of both academicians and practitioners
to find out an answer of the question how these organizations can be managed
effectively. This led to the development ofnew field of study know as management.

4.2 OBJECTIVES

After reading this unit you will be able to understand:
Management before 21st Century
Emerging Horizons of Management

Challenges before Managers in 21st Century

4.3 MANAGEMENT OF 20TH CENTURY

The 20th Century goal of delivering goods and services so as to make money
is a linear goal. It can be accomplished in its entirety. Through economies of scale,
“the system” enables it to be done progressively more cheaply. Through outsourcing
and downsizing, the economies can be continued, albeit with declining returns.
Rules can be put in place. Processes can be established. Structures can be built.
Mistakes can be eliminated. If mistakes do occur, people can be blamed and
punished. A predictable and reassuringly linear environment can be built. “The
system’ operates as a closed universe. The customer is a thing to be manipulated
(rather than a person with whom the firm has a relationship) to buy the products
and services generated by “the system”. Similarly, the employees are treated as
"human resources" to be mined and exploited and discarded as necessary. The
entire scheme is antipathetic to mnovation, because any significant innovation risks
de-stabilizing the simple, linear, finite world that has been created. “The system”
has become an end in itself. For much of the 20th Century, this worked well
enough.

4.4 CHALLENGES BEFORE MANAGERS IN 21ST
CENTURY

Over the last decade, the business world has been thoroughly evolved. Some
businessmen, who were visionary enough to forecast the upcoming changes,
survived this change successfully and flourished. On the other hand, many managers
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and executives fell behind. Now-a-days, the management of an organization does NOTES
not only have the traditional issues and problems to tackle, they also have to deal
with the modern challenges of management.

These modern challenges in management, which are also commonly referred
as the management challenges of the 21st century, require skills, in-depth
management knowledge and a vision to anticipate what is to come. Unless you are
well-equipped with the knowledge of modern challenges in management, you may
not be able to successfully tackle them. Read the following 5 management challenges
ofthe 21st century and see if you have figured them all out or not.

1. Globalization

Globalization has changed the way managers used to work. Probably, the
biggest change of the 21st century is that the world has now become a global
village. Globalization brought a lot of interesting possibilities, profitable opportunities
and the whole world as a big, grand global market. But on the other hand,
globalization also brought a lot of problems and headaches for today’s managers.
Successfully responding to globalization has actually become the biggest
management challenge ofthe 21st century.

ExxonMobil is a U.S. company, although more than 75% of'its revenues are
from sales outside the United States of America. Similarly, renowned automobile
manufacturers like Mercedes and BMW usually build cars in South Africa. This
has increased the amount of foreign assignments that a manager has to deal with.
You may have a branch or a subsidiary in another country, and being a manager,
you might be dependent on that. The time differences and the usual delays in
communication can seriously affect your performance.

2. Information Technology

Evenifyou are in a business that does not require you to learn about computers,
mnternet and other information technology skills, being a manager ofthe 2 1st century
makes it mandatory for you. You can even send him the important documents that
require immediate attention. These are very basic examples just to give you an
idea. Similarly, you might even require a collaborated platform to work
simultaneously on an important project. It starts becoming trickier this way. You
need to have a reasonable amount of knowledge in information technology. Not
only that, you will also have to upgrade yourself constantly.

Moreover, the management also needs to explore the possibilities of online
marketing. Having a website with proper search engine rankings, visibility in online
business directories and social media presence are some other important things.
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3. Competing with the Low-Cost Labor

Another great modern challenge in management is to find a way to minimize
your cost of operations. So you can compete with the low-cost labor that many
other countries can afford. You may or may not have the luxury of having a labor at
Rs. 60 per hour. But it is a fact you must understand that many other countries do
have this option.

How would you compete with them? As the world is now a global market,
no businessman is out of reach. Your client can hire someone else for his project
instead of you, only because your competitor offered him a ridiculously low rate.
This 1s one of the biggest modern challenges in management.

4. Workforce Diversity

Managing people, who are very different to each other, is also one of the
modern challenges of management. The workforce has never been more diverse.
It is commonly known as workforce diversity and it means that organizations are
now fast becoming a mixture of different age groups, genders, cultures, races and
ethnicities.

Managing a workforce which has women, colored people, disabled persons,
senior citizens, young people, internees and people belonging to different countries,
religions and cultures, has become a global concern and management challenge.
As a manager, you cannot expect a same rule to be followed by everyone. Since
people have different values, perceptions and personalities, they also have different
preferences, needs and requirements. It is, indeed, a challenge for managers to
cater to the entire workforce successfully.

5. Learning Organizations

The concept of ‘learning organizations’ was first presented by Peter Senge.
According to his concept, employees, who are committed to an organization, works
harder and produce better results. That’s why he proposed that organizations
should invest in their employees and facilitate the learning of their members. As a
result of that, the organization actually develops and transforms itself.

Peter Senge said: “We are in the midst of a world-wide, fundamental shift in
management philosophy and practice. The traditional resource-based organization
of'the past is rapidly giving way to the emerging knowledge-based organization.”

To tackle this world-wide shift in the management philosophy and practice is
another modern challenge in management. The Peter Senge’s theory is pretty much
accurate. We see many organizations around us that actually invest a lot of time,
efforts and money into their employees’ learning and development. Internships are
another example of making people committed to their organizations. However, the
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challenge for the managers is to strike a balance between facilitating the learning NOTES
and maximizing outputs and profits. Apart from that, having a ‘learning organization’
is no guarantee that the employee will remain loyal to that organization and won’t
chase better offers. So that’s another thing that the management should look into.

HRM includes conducting job analyses, planning personnel needs, recruiting
the right people for the job, orienting and training, managing wages and salaries,
providing benefits and incentives, evaluating performance, resolving disputes, and
communicating with all employees at all levels. Examples of core qualities of HR
management are extensive knowledge of the industry, leadership, and effective
negotiation skills, formerly called personnel management.

Typically, HRM is the function within an organisation that focuses on
recruitment of, management of, and providing direction for the people who work
in the organization. HRM can also be performed by line managers. It can also be
described as the organisational function that deals with issues related to people
such as compensation, hiring, performance management, organisation development,
safety, wellness, benefits, employee motivation, communication, administration,
and training.

It is also a strategic and comprehensive approach to managing people and
the workplace culture and environment. Effective HRM enables employees to
contribute effectively and productively to the overall company direction and the
accomplishment of the organization’s goals and objectives.

In modern time, HRM is moving away from traditional personnel,
administration, and transactional roles, which are increasingly outsourced. HRM
is now expected to add value to the strategic utilization of employees and that
employee programmes impact the business in measurable ways, hence, the new
role of HRM involves strategic direction and HRM metrics and measurements to
demonstrate value.

4.5 EMERGING HORIZONS OF MANAGEMENT

1. Human Resource Management challenges

The management of Human Resources has now assumed strategic importance
in the achievement of organizational growth and excellence. As globalization
advances and we move into the information age, organizations need to adapt to
the changes in technology and the changing issues in management of people.

Some critical issues have clearly emerged - planning, acquisition and
development of human resources, responding to the demands of the work place
and, above all, evolving a strategy of dealing with industrial conflict. As a
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management practice, it covers all the conventional areas of personnel management
and industrial relations, as well as the relatively new areas such as communication,
counseling, training and development and job enrichment.

Over the last two decades, there has been an unprecedented increase in the
number of organisations that have internationalised their operations. The international
movement of labour that has been concomitant with such expansion of international
business has meant that issues associated with the management of human resources
across International borders are increasingly important to international human
resource managers and academics. This poses a lot of challenges to HR managers.

The rapidly-transforming business landscape means that there are currently
many human resource management challenges which will continue to evolve for
years to come. Tom Marsden, Director of Professional Services at Alexander
Mann Solutions says that HR departments really need to be adding real business
value to their organisations.

“Although the restrictions of the recession aren’t over yet, companies are
recognizing that in 2010, they will need to take steps to retain their workforce.
This could be through an increased emphasis on training and engagement programs
or by investing in areas that will optimize expenditure, such as integrated technology
systems or improved candidate attraction schemes. The signs are that HR
departments are preparing to maximize their resources and staff as organisations
look to grow.”

Due to the fluctuating economy as well as local and global advancements,
there are many changes occurring rapidly that affect HR in a wide range of issues.
In the Survey of Global HR Challenges: Yesterday, Today and Tomorrow, conducted
by PricewaterhouseCoopers on behalf of the World Federation of Personnel
Management Associations (WFPMA), several challenges for human resource
management were revealed.

This survey, which concluded that “despite national and regional differences,
there was remarkable unanimity,” disclosed some of the top human resource
management challenges as follows:

Change management (48%),
Leadership development (35%),

HR effectiveness measurement (27%),
Organizational effectiveness (25%).

But, typically, the main challenges of HR manager include adding value to an
organisation both the labour force and the business itself, manage talent within
your organisation — try to attract and keep talented and hard-working people in
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the organisation; managing globalisation, Information Technology, business control,
Information-workers and info-management.

The modern business cannot effectively operate in the business world if the
human force is not well equipped with the latest technology and techniques. This
is the responsibility of the human force manager to properly train the work force
and to see the basic things the human force needs to achieve the competitive
advantages of business in 21st century.

Great debates on this topic have been ongoing for several years and no doubt,
people are important in any organisation but due to rapid changes in the business
world, globalization, change in customer taste and habits, new techniques of
production, human in the organisation now facing different kind of problems, to
cope with this situation the today’s HR manager is also facing a variety of issues
and challenges on how they can best manage and solve all these issues and
challenges with splendid ways.

The average HR manager is facing a variety of challenges tomeet these
challenges for the future, tomorrow. HR manager or department must be much
sophisticated than their predecessors. Because an international or multinational
organisation cannot perform their activities well when their HR manager knows
the diversity of technique to hack it with these issues and to how they can prepare
aunobjectionable force for the organisation to face the rapid competitive business
word and to operate in the situation. All the organisations should prepare their
human resources people well keeping in view the global environment or market
place to ensure competitive advantage. Human resource manager will have to
build or developed such a frame work that allows flexibility to develop such a
workforce that will be the work force for tomorrow.

What should be the priorities for human resource in future what should be?
The answer to this question is very difficult but there are many factors contributing
to HR managers functions and these activities are constantly changing. By keeping
in view the entire situation, the organisation's HR department is continuously being
transformed as well.

Some pieces of research have pointed out that the most of the challenges
faced by the HR in 21st century are also, retention ofthe employees, multicultural
workforce, women workforce, retrenchment of employees, change in the demand
ofthe government, technology , globalisation, and initiating the process of change.

The World Federation of Personnel Management Association (WFPMA)
survey pointed out the most important top ten HR challenges are leadership
development, organizational effectiveness, change management, compensation,
health and safety, staffretention, learning and development, succession planning.

NOTES

Unit 4: Emerging Horizons of Management

Page 77 of 614



Principles of Management & Organisational Behaviour Uttarakhand Open University

NOTES

Staffing: recruitment and skill labour. Liz Weber has pointed out that the most
important challenges ofthe HR in business are layoffs. The most of the owners and
managers are facing this hard issue. This laid off may be due to several reasons
which include the economic uncertainty, the employee’s job instability and HR less
effectiveness.

In the view point of Gary Dessler, the most important challenges of HRM are
technology, e-commerce and workforce diversity and globalisation, ethical
consideration of the organisation which may directly or indirectly affect the
organisation competitive advantages, especially with technological advancement
the affect on recruitment, training and development and job performance with
great extent can be study in organisation.

We can sum up these from the following points that the foremost challenge
faced by HRM is the globalisation. Globalisation means the present flow of goods,
services, capital, ideas, information and people. It means the movement of these
things without using any human resource. In this modern business world, markets
have become battlegrounds where both the domestic and foreign competitors try
to capture as maximum market shares as possible. Such globalisation is a challenge
for HRM.

However without human resource they have no value because a workforce is
knowledgeable and skilled, who facilitates a company in gaining competitive
advantage over others and enable a company to compete in the foreign market
and to make investment in not only in a domestic market but also in foreign markets.
Therefore all the HR Managers come up several strategies to develop and retain
such human resource, because Human Resource is the tool which makes an
organisation successful in the field of globalisation.

Today, many business leaders and executives view HR as a non-strategic
cost centre instead of a core, profit-contributing function. This is especially true
during the tough economic times like in the past few years which have put more
organizational demand on the revenue generating business functions —and more of
a focus on cost saving for the other functions. Unfortunately most organisations
still view HR as a transactional cost centre which makes them to under play the
function.

One ofthe most common complaints about HR is that many professionals
lack the forward thinking, strategic advisory focus needed to be an effective business
partner. They don’t spend the time to understand the business they support and
focus more on transactional HR activities that don’t have the impact the business
desires. HR Business Partners need to be trusted advisers to the businesses and
leaders they work with. They need to be effective coaches and remain aware of
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their critical role as to effectively assess workforce capabilities and enable planning NOTES
for future needs. HR must be focused on becoming a trusted advisor to their
business to empower managers to drive improved organisational performance.

2. Talent acquisition & talent management challenges

Organisations are continuing to struggle with hiring and managing their talent
effectively. Most corporate recruitment and talent functions are reactive and rarely
are future focused. These functions aren’t aligned to their organisation’s business
strategy, aren’t part of a formal organisational talent strategy and in fact seldom
even communicate with each other. Most HR leaders and their teams aren’t spending
the necessary time upfront to analyze and properly plan their organisational talent
assets, needs and gaps. When an organisation’s recruitment and talent management
functions are performing effectively, the rewards far outweigh the investments.

Organizations must be self-aware and understand their true functional
capabilities within recruitment and talent management. An organisation which isn’t
effective in managing and developing their own talent will need to rely more on
hiring new talent to fulfill the talent requirements of the business strategy. The
organisation must understand the limitations oftheir talent functions and make the
appropriate decision to either invest quickly in resolving their functional deficiencies
or work around the deficiencies.

3. The challenges of Operations Management

Operations management is challenging as a branch of study because it employs
highly technical and highly specialized language and approaches. In addition, another
challenge emerges in the context of business activities and business environment,
especially as both context and environment change to alter the effectiveness of
operations techniques and processes for managers and businesses. Moreover, the
levels oftechnical and problem solving or conceptual skills required in understanding
and applying the tools and techniques of operations management create the most
significant challenge for business owners and managers. Business managers and
owners must be able to delve into the deeper sides or aspects of processes that
create value by understanding activity flow and interrelationships between productive
inputs or variables (the factors of production) and how external and internal
environmental factors affect how effectively and efficiently these can be combined
to produce goods and create services. Most importantly, the concept of value
should be understood in terms of'the link between value and processes. Operations
managers should understand that it is processes that create value and therefore,
strive to manage these processes in relation to the value they envision for the
organization and their customers. Operations managers must meet the technical
challenge presented by operations management in terms of the required body of
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knowledge and understanding they need to possess to carry out their job
responsibilities and tasks effectively and efficiently. They must also be able to meet
the service challenge of operations management by understanding that the design
and creation of services differ from the design of physical products or goods.
Finally, operations managers must meet the applications challenge of operations.

4. Personnel Management in the 20th Century

The Personnel Management is a direct predecessor of the modern Human
Resources Management we know and practice it today. The personnel management
has the mteresting history; it evolved as the requirement of the business to centralize
the personnel administration, and recruitment and staffing, and provide hard skills
training and development programs for managers and employees. It had no higher
aspirations in the beginning, but the role ofthe Personnel Management Department
has increased over time.

Moreover, organizations required building a strategic relationship with trade
unions. The borderline between the Personnel Management and Human Resources
is not sharp; there was a kind of a smooth transition between the personnel
management and Human Resources.

The personnel management began its development at the beginning of the
20th century. The leaders oflarge factories realized that the organization can achieve
tremendous savings if the employee related processes are centralized and managed
using same procedures and principles for all. They also required unifying and
upgrading the voluntary social care programs and initiatives. The centralization
had many benefits.

Large factories run the social care programs for workers because it allowed
employees to spend more time working and not being disturbed by any personal
issues. The overall impact on the productivity was highly positive, and operating
costs were kept at a reasonable level. As a side benefit, the workforce had been
receiving some education about the products and processes ofthe factory. These
programs had a positive impact on the employee satisfaction which had a measurable
positive impact on the productivity and profits.

The centralization started as a personnel administration, and it developed into
a healthy personnel management function. However, in the late 70s of the 20th
century, the modern Human Resources Management has begun to evolve as the
strategic response to the increased competition on the market.
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Personnel Management (HRM History) NOTES

The ambitions of the personnel management were not that challenging in the
beginning; it was about the consistent improvement of employee related processes.
It was the introduction of formalized people management processes (the huge
milestone for Human Resources). All managers and employees received the same
service and service levels were guaranteed. However, the personnel management
is an important part of the history of human resource management.

The personnel management was focused on basic HR processes mainly in
the area of the HR Administration, which we usually see as a standard today (see
more on HR Roles and Responsibilities). According to the modern HR Model
(see more about HR Models) by David Ulrich, the traditional personnel management
would hit the segment called the Administration Expert.

As the personnel management was a successful phase of the HR Management
History, it created many issues for modern HR Professionals. They usually do not
like talking about the personnel administration as many old style managers still
refer to HRM as the administration of personnel files. However, the personnel
management was a significant change in the way we work with employees and
people in the organization. It represented one of the best improvements of workplace
conditions ever introduced.

Most organizations stopped their rapid growth in the number of employees,
but they realized the need to increase their productivity to stay competitive on the
market. Organizations were pushed to voluntarily change their approach to
employees to gain a competitive advantage over evolving competitors from other
countries. At the beginning of the period, the USA was a dominating power that
was losing its privileged position over time. The smaller and agile competitors
were gaining the market share, and the profits were ruined; the strategic answer to
these challenges was hidden in the proper and modern HR Management as we
know it today.

There is no universal definition ofthe personnel management. However, the
personnel management was the evolutionary step in the overall development of
Human Resources Management. The personnel management was a pure
administration of employees' files and kept files and processes compliant with the
legislation. The personnel management started as a small agenda without any
ambitions to develop a modern HR Management strategy.

The personnel management was about the introduction of effective policies
and procedures, which unified many personnel-related processes like hiring, training,
essential development courses for managers and fundamental principles of the
remuneration in the organization. The key goal was in designing cost-efficient
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processes and kept the organization competitive on the market. A complete change
of'the approach to employees was not a primary goal of the introduction of the
personnel management; it was a side effect as the company realized positive impacts
on the performance and productivity.

The introduction ofthe centralized recruitment processes made the spread of
the unified corporate culture easy. The personnel department was not recommending
Jjob applicants who were not compliant with the corporate values. Managers did
not spend time reading tons of resumes; they were presented just a few candidates
to choose from. It is a significant time and cost saving.

Organizations have not recognized the importance of employees in a full picture
yet. They were managing the productivity through the optimization of processes.
They were not interested in employee engagement; employees were easy to be
replaced. They believed that employees can be changed easily, and more skilled
workers can be hired within minutes. Organizations thought that wealth and
productivity rise from process re-engineering and product innovations. The full
value ofemployees was still ignored. A real revolution in the HR Management
came later, just some 30 years later. This was the introduction of the modern
Human Resources Management.

4.6 PERSONNEL MANAGEMENT IMPACT ON
HUMAN RESOURCES MANAGEMENT

The personnel management plays an important role in the entire history of the
Human Resources Management. The key changes introduced include the proper
and detailed induction of the new hires, detailed job grading, and unified recruitment
processes for the entire organization. Finally, the introduction of the revolutionary
personnel management made possible the development ofreal modern HR practices.
Moreover, it allowed the development of first digitized personnel administration
procedures.

Today, most organizations do not use the personnel management as they
recognize it as obsolete. However, many personnel management practices are still
the best practice in the HR Administration and HR Operations areas. Still, we can
find the personnel management approaches quite common in the public sector; the
state usually does not manage the workforce as strategic assets. Their motivation
scheme works differently, and the PM is a suitable way to process HR processes.

However, the personnel management allowed recognizing the importance of
employees because companies with the most developed PM practices were able
to keep their growth sustainable. By following best practices, the real HR
Management evolved.
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4.7 SUMMARY NOTES

The 20th Century goal of delivering goods and services so as to make money
is a linear goal. It can be accomplished in its entirety. Through economies of scale,
“the system” enables it to be done progressively more cheaply. Through outsourcing
and downsizing, the economies can be continued, albeit with declining returns.
Rules can be put in place. Processes can be established. Structures can be built.
Mistakes can be eliminated. If mistakes do occur, people can be blamed and
punished. A predictable and reassuringly linear environment can be built. “The
system’ operates as a closed universe. The customer is a thing to be manipulated
(rather than a person with whom the firm has a relationship) to buy the products
and services generated by “the system”. Similarly, the employees are treated as
"human resources" to be mined and exploited and discarded as necessary. The
entire scheme is antipathetic to mnovation, because any significant innovation risks
de-stabilizing the simple, linear, finite world that has been created.

These modern challenges in management, which are also commonly referred
as the management challenges of the 21st century, require skills, in-depth
management knowledge and a vision to anticipate what is to come.

Probably, the biggest change of the 21st century is that the world has now
become a global village. Globalization brought a lot of interesting possibilities,
profitable opportunities and the whole world as a big, grand global market. But on
the other hand, globalization also brought a lot of problems and headaches for
today’s managers. Successfully responding to globalization has actually become
the biggest management challenge of the 21st century.

ExxonMobil isa U.S. company, although more than 75% of'its revenues are
from sales outside the United States of America. Similarly, renowned automobile
manufacturers like Mercedes and BMW usually build cars in South Africa. This
has increased the amount of foreign assignments that a manager has to deal with.
You may have a branch or a subsidiary in another country, and being a manager,
you might be dependent on that. The time differences and the usual delays in
communication can seriously affect your performance.

The management of Human Resources has now assumed strategic importance
in the achievement of organizational growth and excellence. As globalization
advances and we move into the information age, organizations need to adapt to
the changes in technology and the changing issues in management of people.

Some critical issues have clearly emerged - planning, acquisition and
development of human resources, responding to the demands of the work place
and, above all, evolving a strategy of dealing with industrial conflict. As a
management practice, it covers all the conventional areas of personnel management
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and industrial relations, as well as the relatively new areas such as communication,
counseling, training and development, and job enrichment. An attempt has been
made in this paper to point out the experiences on the emerging issues in managing
human resources.

The Personnel Management is a direct predecessor of the modern Human
Resources Management we know and practice it today. The personnel management
has the mteresting history; it evolved as the requirement of the business to centralize
the personnel administration, and recruitment and staffing, and provide hard skills
training and development programs for managers and employees. It had no higher
aspirations in the beginning, but the role ofthe Personnel Management Department
has increased over time.

The personnel management plays an important role in the entire history of the
Human Resources Management. The key changes introduced include the proper
and detailed induction of the new hires, detailed job grading, and unified recruitment
processes for the entire organization. Finally, the introduction of the revolutionary
personnel management made possible the development ofreal modern HR practices.
Moreover, it allowed the development of first digitized personnel administration
procedures.

4.8 GLOSSARY

a) Management before 21st Century: Management before 2 1st Century
was about achieving a finite goal: delivering goods and services, to make money.

b) The 20th Century business goal: The 20th Century goal of delivering
goods and services so as to make money is a linear goal. It can be accomplished
in its entirety. Through economies of scale, “the system” enables it to be done
progressively more cheaply.

¢) Management of Human Resources: The management of Human
Resources has now assumed strategic importance in the achievement of
organizational growth and excellence. As globalization advances and we move
into the information age, organizations need to adapt to the changes in technology
and the changing issues in management of people.

d) Personnel Management: The Personnel Management is a direct
predecessor of the modern Human Resources Management we know and practice
it today. The personnel management has the interesting history; it evolved as the
requirement of the business to centralize the personnel administration, and
recruitment and staffing and provide hard skills training and development programs
for managers and employees.
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4.9ANSWER TO CHECK YOUR PROGRESS/ NOTES
POSSIBLE ANSWERS TO SAQ

4.9.1 Short answer questions
1. What is Management of 20th Century?
2. State any two challenges before Managers in 21st Century.
3. What is Globalization?
4. What is Information Technology?
5. What is Workforce Diversity?
6. What is Learning Organization?
7. What is Emerging Horizons of Management?

8. What is Personnel Management?

4.9.2 Extended answer questions
1. Discuss about Management of 20th Century.
2. Explain about challenges before Managers in 21st Century.
3. Discuss in details about Emerging Horizons of Management.
4. Write note on: Human Resource Management challenges.

5. Explain about Personnel Management impact on Human Resources
Management.

4.9.3 True-false

1. Management after 21st Century was about achieving a finite goal: delivering
goods and services, to make money.

2. The finite goal of delivering goods and services, in order to make money,
was utterly boring and dispiriting, as noted in Gary Hamel’s wonderful
blog post here.

3. The biggest change of the 20th century is that the world has now become
a global village.
4.9.4 Multiple-choice

1. Management before 21st Century was about achieving a finite goal

a) Delivering goods and services

b) To make money
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c)Bothaandb
d) None ofthe above
2. The biggest change of the 21st century is that the world has now become

a) Freedom market
b) Global village
c)Bothaandb

d) World market

4.9.5 Fill-in-the-blanks

1. Management before 21st Century was about achieving a finite goal:
delivering goods and services, to..................

2. The biggest change of the 21st century is that the world has now become

3 is a U.S. company, although more than 75% ofits revenues
are from sales outside the United States of America.

4. The personnel management plays an important role in the entire history of

4.10 POSSIBLE ANSWERS TO SELF ASSESSMENT
QUESTIONS

4.9.3 1. False 2. True 3. False
494 1.(c)2.(b)

4.9.5 1. Make money 2. Global village 3. ExxonMobil 4. Human Resources
Management
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Published by PHI Learning Pvt. Ltd., 2005.

2. Management, by Richard Daft, Published by Cengage Learning, 2009.

3. Management: Theory and Practice, by Ernest Dale, Published by Rex
Bookstore, Inc., 1965

4. The Management Blog. Right up there with the HBR Blog Network,
Bloomberg Business week’s Management Blog features easy-to-read, entertaining
posts that are often put into an unexpected.

4.13 TERMINAL QUESTIONS

1. What are the differences between 20th Century and 21st Century
management? Discuss.

2. Do you think the 21st Century management system is more effective for
business development? Discuss.
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5.1 INTRODUCTION

It is widely recognized that Japanese and American styles of business
management practice differ broadly across the range of supervisory style, decision-
making, communications, management controls, and interdepartmental relations.
The real differences between Japan and the United States in general social values
and norms and in manager and worker belief systems concerning work raise serious
questions about widespread transferability of Theory Z management to the United
States.

In Japan, Theory Z practices are consistent with the general social norms and
are generally supported by the actions of labour organisations and governmental
bodies. Japanese organisations form a highly consistent and integrated theoretical
framework whose application works well in the Japanese setting.

5.2 OBJECTIVES

After reading this unit you will be able to understand:
Management Practices across the World

Comparative study of main features of Japanese Management and Z-culture
of American Companies

5.3INTRODUCTION TO THEORY Z MANAGEMENT

Theory Z is a name applied to three distinctly different psychological theories,
one of which was was developed by Dr. William Ouchi. According to Ouchi,
Theory Z management tends to promote stable employment, high productivity,
and high employee morale and satisfaction.

American management has not found an internally consistent framework of
management practices that develops long term employee involvement, and our
productivity suffers from this. Thus, Theory Z management is not likely to become
the accepted norm in American companies to the extent it has in Japan.

The theory Z as given by Professor William Ouchi simply suggests that involved
workers are the key to increased productivity. Such workers in large Japanese
organizations result from an internally consistent set of norms, practices, and
behaviours which are grounded in trust and interpersonal intimacy.

Japanese organizations foster life time employment, slow evaluation and
promotion, non- specialized career paths, implicit control mechanisms, collective
decision making, collective responsibility, and holistic concern in internally consistent
ways which produce worker’s involvement and thus higher productivity. This is
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the Japanese way according to Ouchi and it is theory Z way in which some American NOTES
Organizations now seem to operate.

5.4 MANAGEMENT PRACTICES ACROSS THE
WORLD

Productivity levels are of great concern to every country on the face of the
earth. In recent years, many U.S. businesses have looked to Japan to find the
answer to the productivity crisis in the United States, while many Japanese scholars
attend universities in the United States to learn about management. Japan's
phenomenal success in increasing productivity is often attributed to its managerial
approach and low wage rates. But with the rise ofthe Japanese yen and the fact
that the labor cost component of products becomes increasingly less important,
managerial competence becomes even more crucial. There is an abundance of
literature on both U.S. and Japanese management; one such book even made the
best-seller list. But the literature on Chinese management is very sparse. Since
Japan and the United States present contrasting managerial approaches, Chinese
managers probably could adopt aspects from either approach. But which country
uses managerial practices that would be appropriate for making Chinese businesses
more effective and efficient? The first step should be to identify Chinese managerial
practices and to analyze whether they are closer to the U.S. or the Japanese
model. Then they should be compared and contrasted with current practices used
by large, state-owned businesses in China. There is general agreement on the
basic characteristics of Japanese and U.S. management, but there is less agreement-
and certainty-about the transferability of the practices (not the science) of
management to other cultures. In the 1960s, scholars and practitioners were very
much concerned about the universality and transferability of management. A great
deal of controversy centered on the question of whether management is culture-
bound. Some suggest it is, while others point to the universality of management.
Harold Koontz, who developed one of the most comprehensive models of
comparative management, concluded that the opinion differences about the
universality of management can probably be attributed to the fact that management
as science-organized knowledge-has universal application, but the practice of
management is an art and as such must be adapted to the situation. To understand
what management is, we have to ask "What do managers really do?" One ofthe
most widely used frameworks for structuring managerial knowledge is to take the
managerial process and divide it, as a first order classification, into the functions of
planning, organizing, staffing, leading, and controlling. Key managerial activities
are then grouped within these functions. We will first discuss these functions and
then point out the differences of managing in the United States and Japan. The
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managerial functions will serve as a framework for comparing and contrasting the
managerial approaches in these three countries. At the outset, a word of caution is
in order. It is obvious that not all companies are managed the same way as discussed
here. We must also realize that very few empirical studies exist, especially for
Chinese management, and that most ofthe available literature is descriptive. Many
writers point out the differences in the managerial practices in Japan and the United
States, or in the West in general. But others report that, for example, no differences
have been found in participation in the decision making process or in job satisfaction
in Japan and elsewhere. Therefore, the contrasting managerial approaches are
suggestive. In Japan, planning is greatly aided by cooperation between government
and business. After World War I, Japan developed policies for economic growth
and strength as well as international competitiveness. These policies harmonized
monetary and fiscal policies within the industrial structure. In this kind ofrelative
economic predictability, environment planning is less risky. Planning is choosing
the purpose and objectives of the organization as a whole or a part of it and
selecting the means to achieve those ends. It requires making decisions. The
Japanese, in general, have a longer-term orientation in planning than U.S. managers.
One reason for this is that in Japan banks are the primary providers of capital and
their interest is the long-term health of the businesses.

5.5 COMPARATIVE STUDY OF JAPANESE
MANAGEMENT

In the post-World War II era a set of Japanese cultural patterns and managerial
practices came to be known collectively as the Japanese management style or
Japanese management techniques. Many of these techniques were credited with
helping vault the Japanese economy to its status as the worlds second largest,
behind only the United States, and with making Japanese businesses, particularly
in the manufacturing sector, more competitive than their international counterparts.
In the wake of Japan's prolonged and arduous struggle with recession throughout
much ofthe 1990s, however, many observers both inside and outside Japan have
called into question the effectiveness of some traditional Japanese management
practices. As a result, at the dawn of the 21st century Japanese management
techniques are more than ever in a state of flux, as scholars and business leaders
alike reconsider which practices work and which don't.

Historical Context

Japanese management techniques and economic strategies came to be
recognized in Western countries only during the postwar period, their origins are
considerably older. Most directly, their origins can be traced to at least the latter

Page 92 of 614

Unit 5: Management Practices across the World



Principles of Management & Organisational Behaviour Uttarakhand Open University

part ofthe 19th century, when a Western influenced modernization program began NOTES
under the new monarchy created in the 1868 Meiji restoration. In part as a response

to the bitter European colonization experiences of its Asian neighbors, the new

Japanese government began to open the Japanese economy and society to controlled

outside influences in order to stave offany Western conquerors.

Some recognizably modern practices arose during the Meiji period. Even
then, when the Japanese economy was still shedding the trappings of feudalism
after centuries of closure to foreigners and slow technological development, heavy
emphasis was placed on developing domestic imitations of and innovations on
Western goods, rather than relying on imports. The practice was summarized well
under a slogan of the era, "Japanese spirit, Western technology."

This ambition to preserve the character of the Japanese culture and the
autonomy of the economy can be seen in 20th-century practices at both the macro-
and microeconomic levels. In the national economy it is evidenced by long-standing
restrictions (direct and indirect) on imports into Japan and the concomitant trade
surplus Japan has maintained for years. At the company level, the same motive
helps explain the prevalence of the Japanese keiretsu, the large and complex families
of interdependent companies centered around their own banks (e.g., Sumitomo,
Hitachi, Mitsubishi). In theory, at least, these firms can avoid "importing" their raw
materials, components, or even capital from "foreign" (i.e., unaffiliated) companies
by sourcing these goods from within their extensive organizations.

5.6 PROFILE OF TRADITIONAL JAPANESE
MANAGEMENT PRACTICES

Rooted in these and other historical traditions, some of the other key practices
commonly associated with Japanese management techniques include:

a) In-house training of managers

b) Consensual and decentralized decision-making

c) Extensive use of quality control methods

d) Carefully codified work standards

e) Emphasis on creating harmonious relations among workers
f) Lifetime employment and seniority-based compensation

g) It is important to note that these are generalizations according to a
conventional formula. There have always been variations, and, as noted
above, some aspects of these practices have been increasingly reconsidered
inrecent years.
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5.7MANAGEMENT EDUCATION IN JAPAN

The education of managers in Japan traditionally takes place on a relatively
informal basis within firms. The percentage of Japanese chief executives who have
attended university is high, similar to that in the United States and Western Europe.
However, very few Japanese executives have attended graduate schools compared
to their U.S. and European counterparts. In fact, only one Japanese university
offers a degree analogous to an MBA, a key credential for managers in the United
States.

Formal education for managers is also not well developed at the undergraduate
level. Undergraduate education is not viewed by firms as a means of attaining
business skills, and firms base their hiring decisions less on a recruit's knowledge
than on general attributes such as character and ambition. Firms do not hire recruits
to fill specific occupations. Rather, recruits are expected to be malleable, identifying
with the general interests of the firm rather than with their specific role withinit. The
mentor system is widely used in the early training of management recruits and
involves middle-level and senior managers serving as teachers and role models.

The emphasis on in-house education is related to the traditional lifetime
employment system, in which management recruits are hired each April following
university graduation; they typically would stay with the firm until retirement. The
lifetime-employment system makes it probable that a firm will benefit from its
investment in training, and also enables the firm to develop long-range plans for
training recruits.

Management training is based on regular rotation through a broad range ofa
firm's operations. Management recruits also frequently begin their careers as ordinary
workers on a production line. The pattern of regular rotation enables managers to
develop a detailed understanding of a number of varied operations, and thus over
time to attain a rich general knowledge ofthe firm.

Linked with the lifetime-employment system is the emphasis on seniority in
compensation and promotion often over what Americans would take to be
"qualifications" for the job. This results in a higher average age and less variation in
age among top executives in Japan. Compared to the United States and Europe,
for instance, relatively few company presidents are under age 50. This practice is
believed to equip Japanese executives with an intricate knowledge about their
particular business.

Japanese managers typically take a more long-term interest in their firms than
do their American counterparts, partly a result of the lifetime employment and
seniority systems. In the United States, managers are typically compensated on
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the basis of their divisions' performance. This bonus system is not used for Japanese NOTES
managers, as it is considered detrimental to a long-term perspective and an interest
in the firmas a whole.

5.8 ELEMENTS OF MANAGEMENT EDUCATION IN
JAPAN

1. Capital and Priorities

The long-term view of Japanese managers is also based on sources of finance.
While American firms rely heavily on capital from the stock markets, Japanese
firms tend to rely more heavily on borrowing from banks and generally have much
higher debt-to-equity ratios. Consequently, Japanese managers are under less
pressure to maximize short-term earnings to please shareholders. By contrast, in
the United States there is intense market pressure for companies to meet quarterly
earnings expectations even exceed them or else face a sell-off of their shares. In
general, Japanese firms are more likely to focus on productivity, growth, and market
share, whereas U.S. firms are more inclined to concentrate first on profitability.

2. Corporate Governance

While directors from outside the company are common in the United States,
they are rare in Japan. The decision-making process in Japanese firms is highly
decentralized. In publicly held U.S. corporations, power is concentrated in a board
of directors, with each director having one vote. In Japan, both middle and senior
management serve as directors. Japanese directors typically retain production-
line responsibilities. For example, in the early 1970s, 14 of Hitachi's 20 directors
were engineers. This represents another facet of the strong production orientation
of Japanese management.

3. The Ringi System

The traditional decision-making process in Japanese firms is referred to as
the ringi system. The system involves circulating proposals to all managers in the
firm who are affected by an impending decision. Proposals are generally initiated
by middle managers, though they may also come from top executives. In the latter
case, an executive will generally give his idea to his subordinates and let them
introduce it. Managers from different departments hold meetings and try to reach
an informal consensus on the matter. Only after this consensus is reached will the
formal document, or ringi-sho, be circulated for approval by the responsible
managers.
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The ringi systemrequires long lead times, and thus is problematic in a crisis.
In recent years the focus on speeding up decision making has made this approach
unpopular at many firms. Nonetheless, one of'its underlying principles remains
prevalent. That is, when a decision proves beneficial, the middle-level managers
who initially advocated it receive credit; when a decision proves unsuccessful,
responsibility is taken by top-level executives. This practice is intended to promote
aggressiveness in younger managers.

4. Enterprise Unions

One distinctive characteristic of labor-management relations in Japan is the
enterprise union, which is organized around a single plant. Consequently, any given
company may have several enterprise unions representing various portions ofits
workforce. Enterprise unions generally belong to a larger federation, but the balance
of power is at the local level. Japanese unions are distinct not only because of their
highly decentralized nature, but also because they represent both white-collar and
blue-collar workers, with union membership open to managers up to the section
chieflevel. The fact that many upper-level managers have moved up through union
ranks and may have even served as union officials highlights the generally less
antagonistic relationship between labor and management in Japan. Combined with
arelatively narrow income gap between managers and workers and the willingness
of manager recruits to work on production lines as part of their training, the open
membership policies of Japanese unions contributes to the fairly harmonious
interaction between unions and management.

Union membership is generally associated with lifetime employment guarantees.
Membership varies widely by firm size, and relatively few workers in firms with
fewer than 100 employees receive lifetime employment guarantees. Nonetheless,
in large firms the lifetime employment guarantee creates an environment in which
workers are less likely to feel threatened by technological change. As a
consequence, changes in the production process are likely to be undertaken by
management and workers on a cooperative basis. More generally, since semiannual
bonuses and annual wage negotiations are based on a firm's competitive strength,
workers have a large stake in their firm's long-term success.

5. Quality Circles

The extensive use of quality circles is another distinguishing characteristic of
Japanese management. The development of quality circles in Japan in the early
1960s was inspired by the lectures of American statisticians W. Edwards Deming
and J.M. Juran, in which they discussed the development of wartime industrial
standards in the United States. Noting that American management had typically
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given line managers and engineers about 85 percent of responsibility for quality NOTES
control and only 15 percent to workers, Deming and Juran argued that these

proportions should be reversed. Production processes should be designed with

quality control in mind, they contended, and everyone in the firm, from entry level

workers to top management, should be familiar with statistical control techniques

and undergo continuing education on quality control. In general, Deming and Juran

argued that quality control should focus on prevention, with the ultimate goal being

to improve the production process until no defective parts or products are produced.

Quality circles were one method ofreaching these goals.

In Japan, quality circles consist of groups of about 10 workers who meet
weekly, often on their own time. The groups typically include foremen, who usually
serve as circle leaders. Quality circles focus on concrete aspects of the operations
in which they are directly involved, using tables and graphs to communicate the
statistical details of their quality issues. In one common format, problems are
categorized by materials, manpower, and machines.

Quality circles provide a means for workers to participate in company affairs
and for management to benefit from worker suggestions. Indeed, employee
suggestions play an important role in Japanese companies. Two associations, the
Japanese Association of Suggestion Systems and the Japan Human Relations
Association, were developed to encourage this process. Japanese employee
suggestions reportedly create billions of dollars' worth of benefits for companies.

6. Scientific Management

Japanese management techniques have been strongly influenced by the tenets
of scientific management. Like quality circles, scientific management originated in
the United States, only to be more systematically adopted in Japan. The pioneering
figure of scientific management is Frederick Jackson Taylor (1856-1915). Taylor
is best known for his time and motion studies of workers as part of an effort to
optimize and standardize work efforts, but he also argued for a system of bonuses
to reward workers based on productivity. These ideas were implemented by
Japanese firms as early as 1908, and a translation of his Principles of Scientific
Management sold 2 million copies in Japan.

In the post-World War I years, carefully codified work standards and the
use of semiannual bonuses for workers became common practices in Japan.
Consistent with the Japanese emphasis on teamwork, bonuses are generally allotted
to awork group rather than an individual worker. Scientific management emphasizes
the role of management in the production process. This is reflected in the more
hands-on approach in Japanese management training, as well as the relatively high
share of managers directly involved in the production process.
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7. Pervasiveness of Engineers

As with managers, Japanese industrial engineers are more directly involved
with production processes than their counterparts in the United States. In his book
The Japanese Industrial System, Charles J. McMillan explained that most Japanese
companies make few distinctions between engineers and blue-collar workers,
although engineers do tend to earn more. They work closely alongside production
workers. In addition, Japan produces up to three times as many engineers a year
as the United States. Japan's emphasis on production oriented engineering 1s
consistent with its dominant competitive strategy in the postwar years—indeed,
since the Meiji era of focusing on improving existing products or processes rather
than developing completely new ones.

5.9 NEW DIRECTIONS OF MANAGEMENT

While many of the patterns just described continue unabated at some Japanese
companies, a variety of forces have caused them to change, often toward Western
practices. Since the 1980s, for example, the predominance of seniority-based
raises has been gradually giving way to a Western style regime of merit-based pay.
Indeed, as 0f 1995, three-quarters of Japanese companies surveyed allocated at
least some of their reward pay based on skills or achievements as opposed to
tenure. And more than a few Japanese companies have attacked seniority more
directly, explicitly revising policies to diminish or even eliminate it as a criterion in
the compensation structure. This trend may be evidence of a cultural shift from
valuing length of service to valuing quality of service.

Also mirroring Western trends, labor union membership in Japan has dropped
considerably since the 1970s, falling from 35.4 percent of the workforce m 1970
to just 22.4 percent by 1998, according to figures compiled by the Japanese
Ministry of Labor. Union participation remains the highest in large companies (those
with 1,000 or more workers), where in 1998 membership was still nearly 57
percent. This share was down from 68 percent in 1987, the first year statistics by
company size were kept.

Other traditional Japanese practices appear more enduring, notably lifetime
employment. Although Japan's economic troubles have meant that some employees
have lost their jobs, a continuing commitment to the principle of lifetime employment
seems to remain at many companies and in the society as a whole. Still, younger
workers (e.g., those under age 30) are decidedly less loyal to companies than in
decades past, and there is growing evidence of a rise in professional identification
over corporate identification among workers (i.e., "I'm a tax accountant" instead
of "I'ma Toyota worker").
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Nonetheless, even at the depths of the Japanese recession during the late NOTES

1990s Asian financial crisis, companies went to great lengths to avoid outright
layofts. One of the most common practices instead was to reassign workers, either
within the corporate family or to other companies, such as vendors the company
does business with. These transfers (known as shukko) could be temporary, in
which case the worker is still officially employed by the company that has loaned
him or her out, or permanent, where the company essentially finds a new job for
the employee at another company. Employees who were never considered part of
the lifetime staff, such as part-time help, usually didn't enjoy such privileges.

Although most agree that Japanese management has been moving in new
directions, academics who study Japanese management practices are divided on
how profound the shifts in the Japanese business paradigm really are. Indeed, the
gamut of opinions has ranged from declaring the death ofthe Japanese management
system to asserting its overarching continuity and strength. A number of observers
see a continued convergence with Western practices, but many believe that, as in
the past, the adoption of Western principles and practices will never be wholesale,
but will blend with prevailing norms and beliefs in Japanese business and the broader
culture.

5.10 Z-CULTURE OF AMERICAN COMPANIES

Theory Z is an approach to management based upon a combination of
American and Japanese management philosophies and characterized by, among
other things, long-term job security, consensual decision making, slow evaluation
and promotion procedures, and individual responsibility within a group context.
Proponents of Theory Z suggest that it leads to improvements in organizational
performance. The following sections highlight the development of Theory Z, Theory
Z as an approach to management including each of the characteristics noted above,
and an evaluation of Theory Z. Realizing the historical context in which Theory Z
emerged is helpful in understanding its underlying principles. The following section
provides this context.

5.11 DEVELOPMENT OF THEORY Z

Theory Z has been called a sociological description of the humanistic
organizations advocated by management pioneers such as Elton Mayo, Chris
Argyris, Rensis Likert, and Douglas McGregor. In fact, the descriptive phrase,
"Theory Z." can be traced to the work of Douglas McGregor in the 1950s and
1960s. McGregor, a psychologist and college president, identified a negative set
of assumptions about human nature, which he called Theory X. He asserted that
these assumptions limited the potential for growth of many employees.
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McGregor presented an alternative set of assumptions that he called Theory
Y and were more positive about human nature as it relates to employees. In
McGregor's view, managers who adopted Theory Y beliefs would exhibit different,
more humanistic, and ultimately more effective management styles. McGregor's
work was read widely, and Theory Y became a well-known prescription for
improving management practices.

But inthe 1970s and 1980s, many United States industries lost market share
to international competitors, particularly Japanese companies. Concerns about
the competitiveness of U. S. companies led some to examine Japanese management
practices for clues to the success enjoyed by many of their industries. This led to
many articles and books purporting to explain the success of Japanese companies.
It was in this atmosphere that Theory Z was introduced into the management
lexicon.

Theory Z was first identified as a unique management approach by William
Ouchi. Ouchi contrasted American types of organizations (Type A) that were rooted
in the United States' tradition of individualism with Japanese organizations (Type
J) that drew upon the Japanese heritage of collectivism. He argued that an emerging
management philosophy, which came to be called Theory Z, would allow
organizations to enjoy many of the advantages of both systems. Ouchi presented
his ideas fully in the 1981 book, Theory Z: How American Companies Can Meet
the Japanese Challenge. This book was among the best-selling management books
of'the 1980s.

Professor Ouchi advocated a modified American approach to management
that would capitalize on the best characteristics of Japanese organizations while
retaining aspects of management that are deeply rooted in U.S. traditions of
individualism. Ouchi cited several companies as examples of Type Z organizations
and proposed that a Theory Z management approach could lead to greater
employee job satisfaction, lower rates of absenteeism and turnover, higher quality
products, and better overall financial performance for U.S. firms adapting Theory
Z management practices. The next section discusses Ouchi's suggestions for forging
Theory Z within traditional American organizations.

5.12 EVALUATION OF THEORY Z

Research into whether Theory Z organizations outperform others has yielded
mixed results. Some studies suggest that Type Z organizations achieve benefits
both in terms of employee satisfaction, motivation, and commitment as well as in
terms of financial performance. Other studies conclude that Type Z organizations
do not outperform other organizations.
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Difficulties in the Japanese economy in the 1990s led some researchers to
suggest that the widespread admiration of Japanese management practices in the
1970s and 1980s might have been misplaced. As a result, Theory Z has also
received considerable criticism. It is unclear whether Theory Z will have a lasting
impact on management practices in the U. S. and around the world into the twenty-
first century, but by positioning target research at the organizational level rather
than the individual level, Ouchi will surely leave his mark on management practice
for years to come.

5.13 BENEFITS OF THEORY Z

Ouchi first wrote about Theory Z in his 1981 book, "Theory Z: How American
Management Can Meet the Japanese Challenge." He created the theory after

conducting research designed to help American companies compete with Japanese
businesses. It takes the best of the Japanese management philosophy, and the best
of traditional US management philosophy, and combines the two.

According to Ouchi, the benefits ofusing Theory Z include reducing employee
turnover, increasing commitment, improving morale and job satisfaction, and
drastically increasing productivity. To realize these benefits, he argued that an
organization should have the following:

a) A Strong Company Philosophy and Culture: The company philosophy
and culture needs to be understood and embodied by all employees, and employees
need to believe in the work they're doing.

b) Long-Term Staff Development and Employment: The organization
and management team has measures and programs in place to develop employees.
Employment is usually long-term, and promotion is steady and measured. This
leads to loyalty from team members.

¢) Consensus in Decisions: Employees are encouraged and expected to
take part in organizational decisions.

d) Generalist Employees: Because employees have a greater responsibility
in making decisions, and understand all aspects of the organization, they should be
"generalists." However, employees are still expected to have specialized career
responsibilities.

e) Concern for the Happiness and Well-Being of Workers: The
organization shows sincere concern for the health and happiness of its employees,
and for their families. It puts measures and programs in place to help foster this
happiness and well-being.

f) Informal Control with Formalized Measures: Employees are

NOTES
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empowered to perform tasks the way they see fit, and management is quite "hands
off." However, there should be formalized measures in place to assess work quality
and performance.

g) Individual Responsibility: The organization recognizes the contributions
of individuals, but always within the context of the team as a whole.

5.14 THEORY ZAS AN APPROACH TO
MANAGEMENT

Theory Z represents a humanistic approach to management. Although it is
based on Japanese management principles, it is not a pure form of Japanese
management. Instead, Theory Z is a hybrid management approach combining
Japanese management philosophies with U.S. culture. In addition, Theory Z breaks
away fromMcGregor’s Theory Y. Theory Y are a largely psychological perspective
focusing on individual dyads of employer-employee relationships while Theory Z
changes the level of analysis to the entire organization.

According to Professor Ouchi, Theory Z organizations exhibit a strong,
homogeneous set of cultural values that are similar to clan cultures. The clan culture
is characterized by homogeneity of values, beliefs, and objectives. Clan cultures
emphasize complete socialization of members to achieve congruence of individual
and group goals. Although Theory Z organizations exhibit characteristics of clan
cultures, they retain some elements of bureaucratic hierarchies, such as formal
authority relationships, performance evaluation, and some work specialization.
Proponents of Theory Z suggest that the common cultural values should promote
greater organizational commitment among employees.

5.15 FEATURES OF THEORY Z

The primary features of Theory Z are summarized in the paragraphs that
follow:

1. Long-Term Employment

Traditional U.S. organizations are plagued with short-term commitments by
employees, but employers using more traditional management perspective may
inadvertently encourage this by treating employees simply as replaceable cogs in
the profit-making machinery. In the United States, employment at will, which
essentially means the employer or the employee can terminate the employment
relationship at any time, has been among the dominant forms of employment
relationships. Conversely, Type J organizations generally make life-long
commitments to their employees and expect loyalty in return, but Type J
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organizations set the conditions to encourage this. This promotes stability in the
organization and job security among employees.

2. Consensual Decision Making

The Type Z organization emphasizes communication, collaboration, and
consensus in decision making. This marks a contrast from the traditional Type A
organization that emphasizes individual decision-making.

3. Individual Responsibility

Type A organizations emphasize individual accountability and performance
appraisal. Traditionally, performance measures in Type J companies have been
oriented to the group. Thus, Type Z organizations retain the emphasis on individual
contributions that are characteristic of most American firms by recognizing individual
achievements, albeit within the context of the wider group.

4. Slow Evaluation and Promotion

The Type A organization has generally been characterized by short-term
evaluations of performance and rapid promotion of high achievers. The Type J
organization, conversely, adopts the Japanese model of slow evaluation and
promotion.

5. Informal Control with Formalized Measures

The Type Z organization relies on informal methods of control, but does
measure performance through formal mechanisms. This is an attempt to combine
elements of both the Type A and Type J organizations.

6. Moderately Specialized Career Path

Type A organizations have generally had quite specialized career paths, with
employees avoiding jumps from functional area to another. Conversely, the Type J
organization has generally had quite non-specialized career paths. The Type Z
organization adopts a middle-of-the-road posture, with career paths that are less
specialized than the traditional U.S. model but more specialized than the traditional
Japanese model.

7. Holistic Concern

The Type Z organization is characterized by concern for employees that goes
beyond the workplace. This philosophy is more consistent with the Japanese model
than the U.S. model.

NOTES
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5.16 SUMMARY

It is widely recognized that Japanese and American styles of business
management practice differ broadly across the range of supervisory style, decision-
making, communications, management controls, and interdepartmental relations.
The real differences between Japan and the United States in general social values
and norms and in manager and worker belief systems concerning work raise serious
questions about widespread transferability of Theory Z management to the United
States.

In Japan, Theory Z practices are consistent with the general social norms and
are generally supported by the actions of labour organisations and governmental
bodies. Japanese organisations form a highly consistent and integrated theoretical
framework whose application works well in the Japanese setting.

Theory Z is a name applied to three distinctly different psychological theories,
one of which was was developed by Dr. William Ouchi. According to Ouchi,
Theory Z management tends to promote stable employment, high productivity,
and high employee morale and satisfaction.

American management has not found an internally consistent framework of
management practices that develops long term employee involvement, and our
productivity suffers from this. Thus, Theory Z management is not likely to become
the accepted norm in American companies to the extent it has in Japan.

The theory Z as given by Professor William Ouchi simply suggests that involved
workers are the key to increased productivity. Such workers in large Japanese
organizations result from an internally consistent set of norms, practices, and
behaviours which are grounded in trust and interpersonal intimacy.

Productivity levels are of great concern to every country on the face of the
earth. In recent years, many U.S. businesses have looked to Japan to find the
answer to the productivity crisis in the United States, while many Japanese scholars
attend universities in the United States to learn about management. Japan's
phenomenal success in increasing productivity is often attributed to its managerial
approach and low wage rates. But with the rise ofthe Japanese yen and the fact
that the labor cost component of products becomes increasingly less important,
managerial competence becomes even more crucial. There is an abundance of
literature on both U.S. and Japanese management; one such book even made the
best-seller list. But the literature on Chinese management is very sparse. Since
Japan and the United States present contrasting managerial approaches, Chinese
managers probably could adopt aspects from either approach.
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In the post-World War II era a set of Japanese cultural patterns and managerial NOTES
practices came to be known collectively as the Japanese management style or
Japanese management techniques. Many of these techniques were credited with
helping vault the Japanese economy to its status as the worlds second largest,
behind only the United States, and with making Japanese businesses, particularly
in the manufacturing sector, more competitive than their international counterparts.
In the wake of Japan's prolonged and arduous struggle with recession throughout
much ofthe 1990s, however, many observers both inside and outside Japan have
called into question the effectiveness of some traditional Japanese management
practices. As a result, at the dawn of the 21st century Japanese management
techniques are more than ever in a state of flux, as scholars and business leaders
alike reconsider which practices work and which don't.

The education of managers in Japan traditionally takes place on a relatively
informal basis within firms. The percentage of Japanese chief executives who have
attended university is high, similar to that in the United States and Western Europe.
However, very few Japanese executives have attended graduate schools compared
to their U.S. and European counterparts. In fact, only one Japanese university
offers a degree analogous to an MBA, a key credential for managers in the United
States.

Japanese management techniques have been strongly influenced by the tenets
of scientific management. Like quality circles, scientific management originated in
the United States, only to be more systematically adopted in Japan. The pioneering
figure of scientific management is Frederick Jackson Taylor (1856-1915). Taylor
is best known for his time and motion studies of workers as part of an effort to
optimize and standardize work efforts, but he also argued for a system of bonuses
to reward workers based on productivity. These ideas were implemented by
Japanese firms as early as 1908, and a translation of his Principles of Scientific
Management sold 2 million copies in Japan.

In the post-World War I years, carefully codified work standards and the
use of semiannual bonuses for workers became common practices in Japan.
Consistent with the Japanese emphasis on teamwork, bonuses are generally allotted
to awork group rather than an individual worker. Scientific management emphasizes
the role of management in the production process. This is reflected in the more
hands-on approach in Japanese management training, as well as the relatively high
share of managers directly involved in the production process.

Theory Z is an approach to management based upon a combination of
American and Japanese management philosophies and characterized by, among
other things, long-term job security, consensual decision making, slow evaluation
and promotion procedures, and individual responsibility within a group context.
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Proponents of Theory Z suggest that it leads to improvements in organizational
performance. The following sections highlight the development of Theory Z, Theory
Z as an approach to management including each of the characteristics noted above,
and an evaluation of Theory Z. Realizing the historical context in which Theory Z
emerged is helpful in understanding its underlying principles. The following section
provides this context.

Theory Z has been called a sociological description of the humanistic
organizations advocated by management pioneers such as Elton Mayo, Chris
Argyris, Rensis Likert, and Douglas McGregor. In fact, the descriptive phrase,
"Theory Z." can be traced to the work of Douglas McGregor in the 1950s and
1960s. McGregor, a psychologist and college president, identified a negative set
of assumptions about human nature, which he called Theory X. He asserted that
these assumptions limited the potential for growth of many employees.

McGregor presented an alternative set of assumptions that he called Theory
Y and were more positive about human nature as it relates to employees. In
McGregor's view, managers who adopted Theory Y beliefs would exhibit different,
more humanistic, and ultimately more effective management styles. McGregor's
work was read widely, and Theory Y became a well-known prescription for
improving management practices.

5.17 GLOSSARY

a) Theory Z: Theory Z is a name applied to three distinctly different
psychological theories, one of which was was developed by Dr. William Ouchi.
According to Ouchi, Theory Z management tends to promote stable employment,
high productivity, and high employee morale and satisfaction.

b) Japanese and American styles of business Management: It is widely
recognized that Japanese and American styles of business management practice
differ broadly across the range of supervisory style, decision-making,
communications, management controls, and interdepartmental relations.

¢) American Management: American management has not found an
internally consistent framework of management practices that develops long term
employee involvement, and our productivity suffers from this.

d) Japanese Management: Japanese management techniques have been
strongly influenced by the tenets of scientific management. Like quality circles,
scientific management originated in the United States, only to be more systematically
adopted in Japan.

e) Scientific Management: Scientific management emphasizes the role of
management in the production process. This is reflected in the more hands-on
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approach in Japanese management training, as well as the relatively high share of
managers directly involved in the production process.

NOTES

5.18ANSWER TO CHECK YOUR PROGRESS/
POSSIBLE ANSWERS TO SAQ

5.18.1 Short answer questions
1. What is Theory Z Management?
2. What is Management Practice?
3. What is Japanese Management?
4. What is Corporate Governance?
5. What is Ringi System?
6. What is Enterprise Union?
7. Give the meaning of Quality Circle?
8. What is Scientific Management?

5.18.2 Extended answer questions
1. Discuss Management Practices across the World.
2. Explain about comparative study of Japanese Management.
3. Discuss the profile of Traditional Japanese Management Practices.
4. Explain Management Education in Japan.
5. Discuss various elements of Management Education in Japan.

6. Discuss about Z-culture of American Companies.

5.18.3 True-false

1. Itis widely recognized that Japanese and American styles of business
management practice differ broadly across the range of supervisory style,
decision-making, communications, management controls, and
interdepartmental relations.

2. InJapan, Theory Z practices are consistent with the general social norms
and are generally supported by the actions of labour organisations and
governmental bodies.

3. Japanese organisations form a highly consistent and integrated theoretical
framework whose application works well in the Japanese setting.

4. Theory X is a name applied to three distinctly different psychological
theories, one of which was was developed by Dr. William Ouchi.
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NOTES 5. The theory Z as given by Professor William Ouchi simply suggests that
involved workers are the key to increased productivity.
5.18.4 Multiple-choice

1. Itis widely recognized that Japanese and American styles of business
management practice differ broadly across therange of ................

a) Supervisory style

b) Decision-making

¢) Management controls and interdepartmental relations
d) All the above

2. Theory Z is a name applied to three distinctly different psychological
theories, one of which was was developed by..................

a) Dr. William Ouchi
b) Philip Kotler

¢) Mc Gragor

d) None ofthe above

3. The theory Z as given by Professor William Ouchi simply suggests that
involved workers are the key to increase...............

a) Cost
b) Productivity
c) Price

d) Demand

5.18.6 Fill-in-the-blanks

1. Itis widely recognized that Japanese and American styles of business
management practice differ broadly across the range of supervisory style,
decision-making, communications, management controls,

2. InJapan, Theory Z practices are consistent with the general social norms
and are generally supported by the actions of labour organisations

3 form a highly consistent and integrated theoretical
framework whose application works well in the Japanese setting.

4. is aname applied to three distinctly different psychological
theories, one of which was was developed by Dr. William Ouchi.
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5. The theory Z as given by Professor William Ouchi simply suggests that NOTES
involved workers are the key to increased....................

5.19 POSSIBLE ANSWERS TO SELF ASSESSMENT
QUESTIONS

5.18.3 1. True 2. True 3. True 4. False 5. True
5.18.41.(d) 2. (a) 3. (b)

5.18.5 1. Interdepartmental relations 2. Governmental bodies 3. Japanese
organizations 4. Theory Z 5. Productivity
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5.22 TERMINAL QUESTIONS

1. Discuss about summary of conventional Japanese Management Practices.

2. Z-culture of American Companies is different from Japanese companies.
Why?

ook skokosk
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6.1 INTRODUCTION

Every business enterprise has its own predetermined objectives to be achieved.
In order to achieve the objectives in the best possible manner, it requires a lot of
mental exercise based upon imagination, foresight and judgment for deciding the
tasks to be undertaken and techniques to be adopted. No doubt the success lies in
the effective and sound planning, which undoubtedly determines the future course
ofaction.

6.2 OBJECTIVES

After reading this unit you will be able to understand:
Planning
Nature
Significance
Types and Steps
Management by Objectives
Nature
Concept and Process of MBO
Strategies & Policies

Planning Premises and Forecasting

6.3 INTRODUCTION TO PLANNING

Planning is the beginning of the process of management. A manager must plan
before he can possibly organize, staff, direct or control. Because planning sets all
other functions into action, it can be seen as the most basic function of management.
Without planning other functions becomes merely an activity, producing nothing
but disorder.

All planning involves anticipation of the future course of events and therefore
bears an element of uncertainty in respect of its success. Planning is concerned
with the determination of the objectives to be achieved and course of action to be
followed to achieve them. Before any operative action takes place it is necessary
to decide what, where, when and who shall do the things. Decision-making is also
an important element of planning. Planning determines both long-term and short-
term objectives and also of the individual departments as well as the entire
organisation.
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In fact there is an element of planning in every human activity, but in business NOTES
there is greater need for planning. Planning thereby is to decide the future course
of'action and therefore it is an intellectual process which requires a manager to
think before acting. It is thinking in advance. The managers of an organization are
able to decide what is to be done, when it is to be done and who is to do it only
through proper planning. Planning hence is considered to be the first managerial
function to be performed in the process of management.

6.4 MEANING OF PLANNING

Planning refers to a predetermined course of action to achieve a specified
aim or goal. It is concerned with deciding in advance what is to be done, when,
where, how, and by whom it is to be done.

6.5 DEFINITIONS OF PLANNING

According to Theo Haimann, ‘“Planning is deciding in advance what is to be
done. When a manager plans, he projects a course of action for the future,
attempting to achieve a consistent, coordinated structure of operations aimed at
the desired results.”

According to Louis A Allen, "Planning involves the development of forecasts,
objectives, policies, programmes, procedures, schedules and budgets".

According to Koontz and O’Donnell, “‘Planning is deciding in advance what
to do, how to do, when to do it and who is to do it, planning bridges the gap from
where we are, to where we want to go. It makes it possible for things to occur
which would not otherwise happen”.

6.6 CONCEPT OF PLANNING

Planning is deciding in advance what is to be done. It involves the selection of
objectives, functions of Management policies, procedures and programmes from
among alternatives. Aplan is a predetermined course of action to achieve a specified
goal. It is a statement of objectives to be achieved by certain means in the future.
In short, it is a blueprint for action.

Planning is a mental process requiring the use of intellectual faculties' imagination,
foresight, sound judgement etc. The plan of action is, at one and the same time, the
result envisaged, the line of action to be followed, the stages to go through, and the
methods to use. It is a kind of future picture wherein proximate events are outlined
with some distinctness.
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6.7 NATURE OF PLANNING

The nature of planning can be summarized as follows:

1. Intellectual Process

Planning is an intellectual process. That is it is a mental exercise. It requires
thinking reflection, analysis of information and judgment. A good plan is based
upon collection, study and analysis of the requisite facts, evaluating alternative
combination of factors and deciding the most appropriate lines of action, depending
upon the ability and intelligence of management. Further decisions cannot be made
on guess work. A mental exercise is required to foresee the pros and cons of
various alternatives. The selection of best alternative from the available ones will
require deep thinking. According to Koontz and O’Donnell, planning is an
intellectual process involving mental exercise, foreseeing future developments,
making forecasts and the determination of the best course of action.

2. Primary Function

Planning is the beginning of the process of management. A manager must plan
before she/he can possibly organize, staff, direct or control. Because planning sets
all others into action, it can be seen as the most basic function of management.
Without proper planning other activities become meaningless activity, producing
nothing but chaos. It is a primary requisite to the managerial functions of organizing,
staffing, directing, motivating, co-ordinating, communicating and controlling. A
manager must do planning before she/he can undertake the other managerial
functions. In short planning sets all other functions into action. Without planning,
other functions will become mere activities producing nothing.

3. Focus on objectives

Planning is linked with certain goals or objectives. A plan starts with the setting
of objectives, and then, develops policies, procedures, strategies, etc. to achieve
the objectives. Planning has no meaning, if it does fix up objectives. If planning is
not related to goals or objectives, it becomes an empty mental exercise or mere
day-dreaming.

An organization employs a number of persons. Each one of them has different
personality and attitude. There will be difference of opinion about the objectives of
the enterprise and the methods to achieve them. Planning focuses attention on
setting up organizational objectives and suggests ways to achieve them.

4. Pervasive

Planning pervades all levels of management. That is, planning is done at all
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levels of the management. In other words, every manager, whether he is at the top,
in the middle or at the bottom of the organizational structure, plans. Of course, the
depth of planning differs from one management level to other. Top management is
concerned with wide long-range strategic planning, while management at lower
levels 1s concerned with operational short-range planning.

Planning is essential for every sort of business activities. Every department
whether, purchase, sales, accounts, auditing, marketing etc. needs systematic
planning. Co-ordination of different departmental plans and direction of their
integrated energies towards the desired goal of the business depend on planning.
Effective organization, staffing, direction and controlling are needed for planning.
Planning in this way is all-embracing.

5. Decision-Making

Planning is essentially a decision making process, since it involves careful
analysis of various alternative courses of action and choosing the best. In the words
of R. N Farmer and B. M Richman, “Planning is essentially decision-making once
it involves choosing from among the alternatives”.

Decision- making is an integral part of planning. It is defined as the process of
choosing among alternatives. Obviously, decision-making will occur at many points
in the planning process.

The success of an organization depends to a great extent on the type of
decisions that are made at the various level of an organization. Decision-making
involves making a choice from various level of an organization. Decision —making
involves making a choice from various available alternatives after evaluating each
ofthese. Planning targets, objectives and course ofaction provide managers with
guidelines and criteria against which to evaluate alternatives and choose those
which are most suitable, thus planning guides decision-making.

6. Integrated

It involves not only the determination of objectives but the formulation of
sound policies, programmes, procedures and strategies for the accomplishment of
these objectives. It is the first of managerial functions and facilitates other functions
like organizing, staffing etc. It indicates that it facilitates and integrates all other
functions of management.

7. Selective

Planning is a selective process. That is, it involves the selection of best course
of action after a careful analysis of the various alternative courses of action.

Planning is choosing the best possible alternative out of the various alternatives.
In order to accomplish the predetermined objectives of the business, there can be
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various alternatives possible course of action. Every line of action has its own plus
and minus points. Planning studies and evaluates every alternative with reference
to its needs and resources. Finally, it decides the most suitable line ofaction to be
adopted by the enterprise.

8. Flexible

The process of planning should be adaptable to the changes that take place in
the environment. Koontzand O’Donnell emphasize that “effective planning requires
continual checking on events and forecasts and the redrawing of plans to maintain
a course towards a designed goal.”

Planning should be adaptable to the changing business environment. If planning
is made rigid then it will not be able to achieve business goals. Planning is a dynamic
process and it adjusts with the needs and requirements of situations.

9. Continuous

Planning is a never-ending activity of a manager. Planning is always tentative
and subject to revision and amendment as new facts become known. Even in
execution of planning there may be a change in settings and conditions necessitating
modification on a some what continual basis. Generally managers have the practice
of re examining a plan and modifying them, if necessary, in view of the new
situations. In this way, it will be possible to heed to new situations and overcome
problems. Planning is necessary for situations when things are going well as well as
when troubles are faced. All types of situations require continuous planning.

10. Inseparable

Planning and control are inseparable, which means that they are Siamese
twins of management. Unplanned action cannot be controlled, for control involves
keeping activities in course by correcting deviations from plans. And any attempt
to control without plans should be meaningless. In short, planning without control
is fruitless exercise, and control without planning is impossibility.

11. Future Oriented

Planning is future oriented. Its essence is looking ahead. It’s undertaken to
handle future events effectively and achieve some objectives in future.

No doubt, we always plan for future. We anticipate future requirements and
availability of resources. While determining the future demands, we have to take
into consideration the existing and prospective resources of the business and fiscal,
monetary and industrial policy of the government. Plans are always put to practice
in future. It is only a setting, thinking and arrangement in advance for the future.
Planning in this way is looking ahead.
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12. Action Oriented NOTES

Planning is action-oriented. That is, planning should be undertaken in the light
of organizational preferences. The course of action determined must be realistic.
That is, it should be neither impossible nor too easy to achieve.

13. Inter-Dependent

Planning is an inter-dependent process. It requires the cooperation of various
sections and sub-sections of the organization.

14. Participative

Planning involves the participation of all the managers as well as the
subordinates. In the words of Koontzand O’ Donnell, “plans must be formulated
in an atmosphere of the participation and high degree of concurrence”.

6.8 SIGNIFICANCE OR IMPORTANCE OF
PLANNING

The significance or importance of Planning can be summarised as follows:

1) Planning offsets future uncertainty and change

A business concern has to work in an environment which is uncertain and
ever-changing. Planning helps the manager in carving out the organization than
would be present without planning. Proper planning brings with it a higher degree
of certainty and order in the organization; it helps the organization in foreseeing the
risks and uncertainties in the future and in advance in the best possible way and in
preparing the plan on the basis of decisions in the past and present. This will
reduce the uncertainties and risks resulting from the future changes. In short, planning
helps to reduce uncertainties and changes in future.

2) Facilitates unity of direction and coordination

Planning facilitates coordination through its well defined objectives, well
publicized policies, programmes and procedures. Planning facilitates the
coordination of all the inter-connected activities and avoids duplication of activities
and delays in the execution of activities. In the words of Koontz and O’ Donnell,
“Plans are selected courses along with the management desires to co-ordinate
group action, towards the common goals of the organization.”

3) Facilitates Control

Planning facilitates control. Planning determines in advance the work to be
done, the person responsible for doing it., the time to be taken to do the work and
the costs to be incurred. This makes it easy to compare the actual performance
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with the planned performance. In case there are deviations, corrective actions are
taken to remove the deviations. Thus planning facilitates control.

4) Management by objectives

It facilitates Management by objectives. That is, it makes the management
formulate the objectives of the organization in clear-cut terms and take the right
course ofaction to realize specific objectives.

5) Focuses attention on Organizational goals and facilitates management
by objectives

An organization has definite goals or objectives, and all the activities of the
organization are directed towards the achievement of those objectives. Planning
makes the organization objectives more concrete and clear, and makes every level
ofthe people of the organization have a clear idea of the objectives ofthe organization
objectives to be achieved. It also determines the methods to be adopted in order
to achieve the organization’s objectives.

6) Improves Adaptability

Planning helps adaptability i.e. planning helps the organization in coping with
the changing business environment. The anticipation of future events and changing
conditions, implied in planning, prepares the organization to meet them effectively.

7) Improves Competitive Strength

Planning improves the competitive strengths of the firm by anticipating the
technological changes and tastes and preferences of the people for discovering
new opportunities for expansion and providing for changes in work methods,
improvement in quality of products, etc. enterprises which adopt planning will
have a competitive edge over enterprises which do not have planning.

8) Improves motivation

Planning improves motivation. Planning ensures the participation of all managers
in the determination of the goals, policies, programmes etc. ofthe organization;
this improves the motivation and morale of the managers. Again, when there is
good planning, the workers in the organization know clearly what is expected of
them. This improves the motivation and morale among workers.

9) Encourages Innovation and Creativity

Planning promotes or encourages innovation and creativity on the part of
managers, in the sense that many new ideas come to the minds of managers during
planning, which is basically a deciding function of management.
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10) Ensures efficient use of resources NOTES

Planning ensures efficient use of all resources at the disposal ofthe concern to
achieve organizational objectives. In planning, management evaluates alternative
courses of action on the basis of efficiency, and selects only that course of action
which is considered most efficient.

11) Helps in avoiding business failures

As planning involves the selection of best objectives, unity of action,
coordination of activities, economy in operation and offsetting of future uncertainty
and change, there is a great possibility of avoiding business failure.

12) Brings economy in operation

As planning involves the selection ofthe most profitable course of action are
after evaluating the various alternatives, the enterprise can achieve the best results
at a minimum cost. Planning brings about economy in operation by determining the
one best way of doing things.

13) Facilitates management by exception

Planning facilitates management by exception. That is planning ensures that
top management is not involved in each and every activity, and intervenes only
when things are not going as per planning.

14) Facilitates Delegation

This means that not only managers but also their subordinates take part in
planning. The involvement of subordinates in planning necessarily requires delegation
ofauthority to them for getting the things done.

6.9 OBJECTIVES OF PLANNING

The following are objectives of planning:
1) To fix the desired end-results of the organization.

i) To provide clear-cut policies for the guidance of all personnel in the
organization.

i) To integrate the activities of the different sections ofthe organization to
avoid duplication of activities and delays in execution.

iv) To anticipate problem before they become critical so that the required
corrective action can be taken at the right time.

v) To establish and exercise administrative controls.

vi) To reduce the severity of the uncertainty and complexity of the future of
the organization.
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vi) To guard against impulsive and snap decisions by the management in
respect of issues of vital importance.

viii)  To facilitate proper decision-making.

x) To determine the types and volume of physical and other resources to be
acquired and allocated among the various activities.

x) To help in achievement of the organizational objectives.

xi) To provide effective organizational structure.

6.10 SIX (6) P’S OF PLANNING

The six P’s are stated the fundamental requirement of planning. These P’s are
as follows:

1. Purpose: The first need of planning is the purpose. An effective planning
requires a clear understanding of the purpose of planning. The reasons for the
existence ofthe organization must be stated, the purpose ofthe organization may
be to increase profits or increase market share or introduce more products.

2. Philosophy: It states the beliefs as to how the organization’s purpose is to
be achieved. The philosophy of an organization may be based on profitability
through quality or increasing the turnover through consumer satisfaction.

3. Promise: It is assessment of the strengths and weaknesses of the
organization based on the knowledge and assumptions of the environment. With
the help of business forecasting and other methods some conclusions are made for
the future environment trends. By knowing the strengths and weakness of the
organization management can deal with changing environment in a more effective
way.

4. Policies: Policies are the general statements for the guidance of the
personnel. They are the guidelines and constraints which aid in management thinking
and action. An organization may have production policies, finance policies, human
resource policies, and marketing and accounting policies etc. these policies form a
basis for managerial actions.

5. Plans: These are the objectives and action statements. Objectives are the
goals of an organization and action statements are the means of achieving them.
Plans guide us for reaching the goals and helping in knowing the progress at different
stages.

6. Priorities: An organization must fix goal priorities. The resources of finance,
materials, personnel etc. are limited and these are to be allocated as per the priorities
set. The high priority goal will have preference for allocation of resources. The
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priorities of the goals are to be based on the philosophy and premises of the
organization as well as on economic, political and social environment.

6.11 ESSENTIALS OF A GOOD PLAN

1) It should be based on clearly defined objectives.
2) It mustbe simple.

3) It should be comprehensive.

4) It must be flexible.

5) It should provide for a proper analysis and opportunities to the utmost
before creating new authorities and new sources.

6) It should be economical.

7) There should be proper coordination among short term and long term
plans.

8) It should be free from social and psychological biases of the planners as
well as subordinates.

9) It should be rationale and appropriate.

6.12 NEED FOR PLANNING

Planning is first step in management. The increasing complexities of business,
technological changes, increasing marketing competition, changing consumer
preferences have necessitated proper planning. Following reasons emphasize the
need for planning:

1. Essential for Modern Business

The growing complexities of modern business, rapid, technological changes,
opening of economies to international competition, changes in consumer tastes
necessitates planning not only in the current context but also in the future
environment.

2. Related to performance

Planning helps in setting goals for each function and for each employee. The
concerns having formal planning have performed better when compared to those
where planning is not taken up as a regular activity. The variables for assessing
performances may be return on investment, sales target, earning per share etc.

3. Focus on Objectives

The thrust of formal planning is on setting objectives and providing guidelines
for reaching them. Objectives provide a direction and all planning decisions are
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directed towards achieving them. It ensures maximum utilization of managerial
time and efforts.

4. Proper Allocation of Resources

The needs of the organization are anticipated with the help of planning. The
acquisition and allocation of resources can be properly planned thus minimizing
wastages and ensuring optimal utilization of resources.

5. Facilitates Control

Planning can be used to devise a mechanism of control. There can be
quantitative targets and their comparison with actual performance can bring to
notice any deviations. A periodical review can also help in pointing out low
performance. The deviation in production, sales, profits etc. may come to light
during periodic investigations and remedial action can be taken.

6. Helpful in Decision-making

Planning helps in the process of decision-making. Since planning helps in
specifying the actions to be taken for achieving organizational objectives, it serves
as a basis for decision-making for the future. The objectives plans, policies,
schedules, rules, etc. serve as guidelines for routine decision making.

7. Avoiding Business Failures

Business failures may be due to wrong and unscientific planning. A bad planning
may result to wastage of human and physical resources. The enterprise may not be
able to face competition from well planned units. Good planning will help in utilizing
available resources in the best possible way thus reducing the chances of failures.

6.13 ADVANTAGES OF PLANNING

i) Attention on Objectives: Planning helps in clearly laying down objectives
of'the organization. The whole attention of management is given towards the
achievement ofthose objectives. There can be priorities in objectives, important
objectives to be taken up first and others to be followed after them.

ii) Minimizing Uncertainties: Planning is always done for the future. Nobody
can predict accurately what is going to happen. Business environments are always
changing. Planning is an effort to foresee the future and plan the things in the best
possible way. Planning certainly minimizes future uncertainties by basing its decisions
on past experiences and present situations.

iii) Better utilization of resources: The needs of the organization are
anticipated with the help of planning. The acquisition and allocation of resources
can be properly planned thus minimizing wastages and ensuring optimal utilization
ofresources.
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iv) Economy Operations: As planning involves the selection of the most
profitable course ofaction after evaluating the various alternatives, the enterprise
can achieve the best results at a minimum cost. Planning brings about economy in
operation by determining the one best way of doing things.

v) Better Co-ordination: Planning facilitates coordination through its well
defined objectives, well publicized policies, programmes and procedures. Planning
facilitates the coordination of all the inter-connected activities and avoids duplication
of activities and delays in the execution of activities. In the words of Koontz and
O’ Donnell, “plans are selected courses along with the management desires to co-
ordinate group action, towards the common goals of the organization.”

vi) Encourages Innovation and Creativity: Planning promotes or
encourages innovation and creativity on the part of managers, in the sense that
many new ideas come to the minds of managers during planning, which is basically
a deciding function of management.

vii) Facilitates Control: Planning can be used to devise a mechanism of
control. There can be quantitative targets and their comparison with actual
performance can bring to notice any deviations. A periodical review can also help
in pointing out low performance. The deviation in production, sales, profits etc.
may come to light during periodic investigations and remedial action can be taken.

viii) Management by Exception Possible: It means that management should
not be involved in each and every activity. When things are going as per plan than
management must not intervene much but when things are not going as per plan
than management needs to intervene. Planning fixes objectives of the organization
and thereby it facilitates in directing all the activities automatically towards achieving
those objectives. Management should interfere only when things are not going
well. By introduction of management by exception, managers are given more time
for planning the activities rather than wasting their time in directing day-to-day
work.

ix) Facilitates delegation: Under planning process, delegation of powers
is facilitated. The goals of different persons are fixed. They will be requiring requisite
authority for getting the things done. Delegation of authority is facilitated through
planning process.

6.14 LIMITATIONS OF PLANNING

1. Internal Limitations

There are several limitations of planning. Some of them are inherit in the
process of planning like rigidity and other arise due to shortcoming of the techniques
ofplanning and in the planners themselves.
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a) Rigidity
1) Planning has tendency to make administration inflexible.

i1) Planning implies prior determination of policies, procedures and programmes
and a strict adherence to them in all circumstances.

1i1) There is no scope for individual freedom.

iv) The development of employees is highly doubted because of which
management might have faced lot ofdifficulties in future.

v) Planning therefore introduces inelasticity and discourages individual initiative
and experimentation.
b) Misdirected Planning

1) Planning may be used to serve individual interests rather than the interest of
the enterprise.

11) Attempts can be made to influence setting of objectives, formulation of
plans and programmes to suit one’s own requirement rather than that of whole
organization.

1i1) Machinery of planning can never be freed of bias. Every planner has his
own likes, dislikes, preferences, attitudes and interests which is reflected in planning.
¢) Time consuming

1) Planning is a time consuming process because it involves collection of
information, it’s analysis and interpretation thereof. This entire process takes a lot
oftime specially where there are a number of alternatives available.

i1) Therefore planning is not suitable during emergency or crisis when quick
decisions are required.
d) Probability in planning
1) Planning is based on forecasts which are mere estimates about future.
i1) These estimates may prove to be inexact due to the uncertainty of future.
1) Any change in the anticipated situation may render plans ineffective.

1v) Plans do not always reflect real situations in spite of the sophisticated
techniques of forecasting because future is unpredictable.

v) Thus, excessive reliance on plans may prove to be fatal.

e) False sense of security

1) Elaborate planning may create a false sense of security to the effect that
everything is taken for granted.
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11) Managers assume that as long as they work as per plans, it is satisfactory. NOTES
i1) Therefore they fail to take up timely actions and an opportunity is lost.
ii1) Employees are more concerned about fulfilment of plan performance rather
than any kind of change.
f) Expensive
Collection, analysis and evaluation of different information, facts and alternatives
involves a lot of expense in terms of time, effort and money.
2. External Limitations of Planning

1) Political Climate- Change of government from Congress to some other
political party, etc.

11) Labour Union- Strikes, lockouts, agitations.

ii1) Technological changes- Modern techniques and equipments,
computerization.

1v) Policies of competitors- E.g. Policies of Coca Cola and Pepsi.
v) Natural Calamities- Earthquakes and floods.

vi) Changes in demand and prices- Change in fashion, change in tastes, change
in income level, demand falls, price falls, etc.

6.15 STEPS IN PLANNING PROCESS

1. Recognizing and Identifying the Problems and Opportunities

The first step in planning is to identify the problem provided for the opportunity
to be seized. At first the problem which is called for planning and action is to be
identified. The problem to be provided for the opportunity to be seized should be
identified in the light of the market competition, customer’s preferences strengths
weaknesses of the organization etc. It is the awareness ofthe unexploited business
opportunities or the problems to be provided for in future. What are the business
opportunities/problems are likely to arise in future. What is the plan to be formed
to exploit such opportunities or problems will help in ascertaining clearly the
opportunities and problems.

2. Collecting and Analyzing Information

Before actual planning is initiated relevant facts are figures are collected. All
information related to operation of the business should be collected in detail. The
facts and figures collected will help in framing realistic plan. The type of customers
to be dealt with, the circumstances under which goods are to be provided, value
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ofproducts to the customers, etc., should be studied in detail. To decide the course
ofaction possible, adequate information is necessary. So after fixing the objectives,
adequate information has to collect on the type of activity to be planned. Further,
the information collected has to be analyzed for interpretation (i.e. finding out the
cause-effect relationship between various factors).

3. Determination of Objectives

Analysis and interpretation of data facilitate in determining the enterprise
objectives. Objectives are the goals, which the management tries to achieve.
Objectives must be specific and clear and should be properly formulated and
communicated to all members in the organization.

4. Determining Planning Premises

Planning is always for uncertain future. Though nothing may be certain in the
coming period but still certain assumptions will have to be made for formulating
plans. Planning premises are certain assumption about the future on the basis of
which the plan will be ultimately formulated. It is vital to the success of planning as
they supply pertinent facts and informationrelating to the future such as population
trends, production cost and prices, competitive behaviour, etc.

Classification of Planning Premises

(a) Internal and External Premises: Premises which exist within the
company are internal premises and outside the company are external premises.
Examples for internal premises are capital investment in plant and equipment, skill
of'the labour force etc. and for external premises is demand for industry products,
population growth, and political stability etc.

(b) Tangible and Intangible Premises: Tangible premises are those, which
can be quantitative measured while intangible premises are those which being
qualitative in character cannot be measured.

Example for tangible Premises — Industry demand, capital and resources
invested.

Example: for Intangible premises — Business and Economic environment,
political stability.

(c) Controllable and Non Controllable Premises: Controllable factors
are those, which can be controlled in nature. Example- Company’s advertising
policy, attitude and behaviour of owners, etc., and Uncontrollable premises are
those factors which cannot be controlled and where there is a need for the
organization to revise the plans. Example: Strikes, Wars, Emergency, Legislation
etc.
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5. Examining Alternative Course of Action NOTES

Generally, in every situation, there is more than one possible course of action.
As such, inthe light of the analysis of the information gathered, the possible alternative
courses ofaction should be identified. In other words, of Koontz and O’ Donnell
“There is seldom a plan for which reasonable alternative do not exist and quite
often an alternative that is not obvious proves to be the best”.

6. Evaluation and Selecting the Best Alternative Courses of Action

After determining the possible alternative courses of action, each ofthe possible
alternative courses of action has to be evaluated. That is, the strengths and
weaknesses of the possible alternative courses must be examined against factors,
such as cost, risk, benefits; availability of facilities, etc. The next step in planning
will be choosing the best course of action. There are a number of ways of doing a
thing. The planner studies all the alternatives and then final selection should be
made. All the pros and cons of the methods should be weighed before a final
selection.

After examining the strengths and weaknesses of the possible alternative course
ofaction, the course of action which is best or the most desirable has to be selected.
The selection of the best course ofaction is just the process of deciding upon the
particular course of action to be adopted for accomplishing the objectives of the
enterprise.

7. Determining Secondary Plans / Derivative Plans

Once a main plan is formulated then a number of supportive plans/ derivative
plans are required. In fact secondary plans are meant for the implementation of
principal plan. For example, once Production plan is decided then a number of
plans for procurement of raw materials, recruitment of persons etc., will be required.
All secondary plans will be a part of the main plan.

8. Implementation of Plans

After the basic and development plans are formulated and the period of plan
is decided, the plans must be put into action (i.e., implemented) to achieve the set
goals. Implementation ofthe plans requires the formulation of policies, procedures,
budgets and standards. It requires delegation of requisite authority and responsibility
to the subordinates. It also requires the co-operation, participation and commitment
of'the subordinates for the effective implementation of the palns. Planning should
be put into action so that business objectives may be achieved. The implementation
will require establishment of policies, procedures, standards and budgets. These
tools will enable a better implementation of plans.
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9. Feedback and Future Evaluation / Follow up Action

In order to see that the plans are proceeding along right lines, it is necessary
for the management to devise a system for continuous evaluation and appraisal of
the plan. By this the management can notice shortcomings in time and can also
take immediate suitable corrective action. Progress of the plan has to checked at
each stage so that necessary remedial action can be taken to make the plan work
or to change the original plan, ifit is unrealistic.

6.16 TYPES OF PLANS/METHODS OF PLANS

Planning consists of several individual plans. Depending on their nature and
scope, plans can be broadly classified as follows:

I. Standing Plans/ Repeated - Use Plans

Standing plans are plans which are used repeatedly over a long period of
time for tackling frequently recurring problems and issues. They give ready-made
answers to issues which occur again and again. Standing plans serve as guidelines
for managerial decision-making and actions. They make managerial decisions and
actions easy and increase managerial efficiency, as they offer standard procedures
for tackling similar and frequent recurring problems and issues.

Standing plans include:
(a) Obyjectives

(b) Policies

(c) Procedures

(d) Methods

(e) Rules and

(f) Strategies.

a) Objectives

Objectives are goals or aims which the management and administration wish
organization to achieve.
Characteristics of Objectives

Business objectives are posses certain characteristics. They are:

i) Objectives are multiple in natures: According to Peter. F. Drucker,
“Business objectives are multiple in natures. The search for one objective is
essentially a search for a magic formula that will make judgment unnecessary’.
These statements clearly shows that business objectives are multiple or plural in
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nature. For instance, earning profit may be the main objective ofa business. But,
besides this objectives, such as selling products in foreign markets providing
continuous flow of goods to the public, assuring competitive prices for its products,
etc.

ii) Objectives have a hierarchy: Effective management requires the
assignment of a part of the main mission to some of the departments and further
sub division of the assignment among a number of sections and individuals.

When there is division and sub-division of the main mission among many
sections and individuals, objectives are required to be laid down for each level in
the organizational structure. That means, objectives have a hierarchy from the top
level to the lowest level in the organization.

iii) Objectives form a network: Objectives form a network. That is,
objectives are interdependent and mutually supporting. If objectives are
interdependent and mutually supporting, people at different levels may pursue only
such policies which may be good for the company as a whole. As objectives from
anetwork, all the objectives are required to be satisfied simultaneously.

iv) Objectives are both long-range and short-range: Both the objectives
are long-range and short-range. Long-range objectives are objectives which are
to be achieved over a period of 5 to 10 years. Short-term objectives are objectives
which are to be achieved within a year. For instance, survival and growth are long-
term objectives, while maximization of sales, increase in profits, market standing,
etc. are short-term objectives. Long-range objectives are company aims, while
short-term objectives are departmental goals and individual assignment.

v) Business objectives: are generally, made verifiable by expressing them
in numerical terms. Even in cases like the personnel department, where the
objectives cannot be expressed in numerical terms, attempts are made to make
the objectives verifiable indirectly. Verifiability of objectives is the key to the success
of business. Verifiable objectives provide standards against which the actual
performance could be measured, and the success or failure of the business can be
assessed.

vi) Business objectives may be specific or general: Business objectives
may be specific or general. Specific objectives give a sense of purpose to the
activities of the individuals, while general objectives contribute to co-ordination in
the organization. vii) Objectives may be tangible or intangible: Objectives may be
tangible or intangible. For instance objectives in the areas of productivity, market
standing are quantifiable and so, they are tangible objectives. On the other hand,
objectives in other areas such as managers’ performance workers’ morale, etc.
are not quantifiable, and so, they are intangible.
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viii) Objectives have a priority: Objectives have a priority. That is, at a
given point of time, the attainment of one objective is relatively more important
than that of other objectives.

ix) Objectives may clash with one another: Objectives may, sometimes,
clash with one another. This is because each section of an organization has the
responsibility of attaining a particular objective.

b) Policies

Policies provide the framework within which the decision-making are expected
to operate while making decisions relating to the organization. They act as guide to
the thinking and action of subordinates for the purpose of achieving the objectives
of'the business successfully.

Characteristics of Policies
The chief characteristics of policies are:

1) Policies are formulated for the concern as a whole as well as for each of its
sections and departments.

i1) They are the basis for executive action.

11) They lay down the broad limits within which decision have to be made for
accomplishing the objectives of the enterprise.

1v) Policies are supplementary and complementary objectives, as they facilitate
the attainment of objectives putting them to action.

¢) Procedures

Objectives do not state the ways and means through which objectives are to
be accomplished and policies put into effect. Hence, there is a need for procedures.
Procedures are clear-cut administrative specification prescribing the time sequence
for work to be done. They can be defined as plans “Prescribing the exact
chronological sequence of specific tasks required to perform designated work™.

Determinants of Procedure

Procedures are determined on the basis of research and analysis of the various
components ofthe work to be done. Related to action, they mostly originate at the
lower level. Though the procedures are a type of organizational plan, they have a
significant role in operational functioning of an organization. In day-to-day function,
they contribute in the following manner:

1) Once a procedure is established for doing a particular activity, every manager
follows it and ultimately, it ensures uniformity in performance and action.

Page 130 of 614

Unit 6: Planning



Principles of Management & Organisational Behaviour

Uttarakhand Open University

i1) Procedures help in standardizing and streamlining day-to-day activities to
maintain smoothness in the functioning of the organization.

1i1) A set of procedures laid down for doing various activities facilitates
implementation of decisions and policies ofthe organization.

1iv) They help in expediting and accelerating the performance of administrative
action, contributing to the smooth-functioning ofthe organization.

v) Procedures are prescribed for various activities to facilitate coordination.

vi) Procedures encourage delegation of authority to lower level managers
because procedure-based activities can easily be delegated to the administration
staffto ensure they will perform the activities.

d) Methods

Methods provide details about a particular operation or activity. They
prescribe the exact manner in which the operation will be performed, are more
detailed and specific in dealing with specific activity. Methods may be defined as a
manual or mechanical means for performing. Methods may be viewed as specific,
more detailed, and rational means of simplifying and standardizing the work. The
need and importance of determining the best method of doing things have been
highlighted by Taylor in the approach to scientific management.

Definition of Method

George .R. Terry and Stephen G. Franklin define methods as, “A
prescribed manner for performing a given task with adequate consideration to the
objective, facilities available and total expenditures of time, money and effort.”

From the above definition, it is clear that a method is specified or prescribed
process, manner or the way in which a particular task or operation is to be
performed.

The use of scientific methods in performing various operations may lead to
higher efficiency, more production and less tiredness on the part ofthe workers. In
brief, the methods are based on research and analysis, require a high degree of
standardization and are more detailed but limited in scope as compared procedures.

In a modern organization, methods are determined not only for activities and
operations to be performed by workers but they are also considered desirable for
clerical, administrative and managerial tasks and activities.

e) Rules

Rules are a plan that lay down a required course of action with respect to
given situation. In other words, rules are the established principle for carrying out
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the activities in systematic manner. In short, they are prescribed behaviour of the
people in the organization.

Rules prescribe the code of discipline. They specify what is to be done, and
what is not to be done in a given situation. Rules are definite and rigid. They
demand strict compliance. Generally, their violation attracts disciplinary action or
penalty. Arule may be or may not be a part of any procedure. For instance, the
rule “No Smoking” is not a part of any procedure.

f) Strategies

A strategy is action plan which sets the direction that a company will be
taking. It is decision-making choice and would involve consideration for internal
strengths and weakness and external environment affecting the company. Strategy
was earlier used for military manoeuvring etc., but now it is used in organizations
too. In a business set up, a planner should see the plans and policies of his
competitors and then modify or re-adjust his plans so that he may prove the
superiority of his product or service. Strategy can also be used in the sense that it
helps in the determination of organizational objectives and the deployment of
resources of achieving them.

Characteristics of Strategies
The chief characteristics of strategies are as follows:
1. They are guideline to handle specific problems of crises.

2. They involve the finding out ofa judicious combination of human resources
and physical resources to be used for achieving the objectives of the organization.

3. They are formulated to meet business contingencies such as the challenges
of'the policies adopted by the competitors, the forces operating in the industry, the
general forces operating in the country etc.

4. The formulation of strategies involves taking into consideration external
environment, such as opportunities and challenges and internal environment, such
as organization’s resources and capabilities.

5. As strategies depend on external and internal environmental factors, which
are not static, but changing, the strategies also have to be dynamic, and not static.
1.e. to be flexible in adjusting itself to the changing environment.

II. Single Use Plans / Ad hoc Plans

Single-use plans are plans which are to be used only in specific situations and
for tackling specific matters. In other words, they are plans for handling non-
repetitive and specific problems. As they are for specific matters only, single-use
plan or ad hoc plan for one situation cannot be used in another situation.
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Single —use plans include: NOTES

(a) Programme (b) Projects  (c)Budget

a) Programme

A Programme is a precise plan which lays down the operations to be carried
out to accomplish a given. It includes all activities necessary to achieve the given
objectives and prescribes how the enterprise’s resources should be used. A
Programme is drawn in conformity with the objectives and it consists of steps to
be taken to achieve the tasks.

Characteristics of Programme
The following are the characteristics of Programme:

1. A Programme is a single use comprehensive plan. It is formed to achieve a
particular purpose only. Once the goal is achieved the Programme will not be used
again.

2. Anumber of small plans are prepared to formulate a Programme. The
Programme for increasing sales by 20 percent may require a number of small
plans to be formed.

3. AProgramme is prepared to achieve organizational goals.

4. It gives a time limit up to which the Programme is to be implemented. A
strict time table is fixed for doing a particular task.

5. AProgramme should ensure co- ordinate planning efforts.

b) Budget

A budget is the monetary/ quantitative expression of business plans and policies
to be pursued in the future period of time. The term budgeting is used for preparing
budgets and other procedures for planning, co-ordination and control of business
enterprise.

Characteristics of Budget

1. Abudget should be based on past figures. The possibilities in future should
also be taken into account.

2. Abudget should be flexible so that it is modified according to the requirements
of'the situation. Rigidity in budgets sometimes creates difficulties.

3. The persons at various levels should be involved in preparing a budget.
This will help in getting willing co-operation of everybody while implementing
budgets.
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4. A budget should be a specific statement. The quantities or monetary
information should be clearly mentioned in a budget.

5. There should be an active mvolvement of top management while preparing
abudget.

6.17 MEANING AND DEFINITION OF MBO

MBO is a technique and philosophy of management based on converting an
organizational objective into a personal objectives makes an employee committed,
which leads to a better performance. The objective setting in MBO creates an
integrated hierarchy of objectives throughout the entire organization. In the process
of objective setting in MBO, superiors and subordinates jointly identify common
objectives, set the result that should be achieved by the subordinates, assess the
contribution to each individual and integrate individuals with the organization so
that the resources of the organization are put to their best use. Thus, we find, in
MBO, the process of objectives setting involves participation and collaboration
among the various levels of the organization with the intention of achieving
organizational objectives.

MBO is defined as, ““A comprehensive managerial system that integrates many
key managerial activities in systematic manner, consciously directed towards the
effective and efficient achievement of organizational objectives”.

6.18 NATURE OF MBO

1. MBO is not merely a technique but a philosophy to management. A
technique is applicable only in specified areas but a philosophy or approach guides
and influences every aspect of management. MBO is an approach which includes
various techniques of better management.

2. Inthis approach various objectives of the organization and of individuals
are collectively decided by superiors and subordinates. These objectives become
the targets which are to be achieved by various persons in the organization. The
review of objectives is also done collectively.

3. The corporate, departmental and individual objectives are used as a
yardstick to measure performance. A comparison of targets and actual results will
enable managers to judge the performance of subordinates and top level will similarly
assess the performance of managers.

4. MBO provides for a regular review of performance. This review is normally
held once in a year. It emphasizes initiative and active role by the manager who is
responsible for achieving the objectives. The review is future oriented and provides
a basis for planning and corrective actions.
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5. The objectives in MBO provide guidelines for appropriate system and NOTES
procedures. The degree of delegation of authority, fixation of responsibility,
allocation of resources etc. can be decided on the basis of objectives of various
individuals. These objectives also become a basis of reward and punishment in the
organization.

6.19 CONCEPTOF MBO

MBO is one of the techniques by which executives can improve organizational
performance and effectiveness. The idea of MBO was contributed by Donaldson
Brown and Alfred Sloan in 1920s and Edward Hagenin in 1930s. Peter Drucker,
known as father of MBO technique, coined this termin 1954. Some other authorities
on the subject are Charles L. Hughes, Goal Setting (American Management
Association, 1965); Dale D. Mc Conkey, How to Manage by Results (American
Management Association, 1967); George S. Ordiorne, Management by Objectives
(Pitman, 1965); W.J. Reddin, Effective Management by Objectives (Mc Graw-
Hill, 1971).

In order to understand the concept of MBO some definitions are given:

According to George S. Ordiorue, “The system of management by objectives
can be described as a process whereby the superior and subordinate managers of
an organization jointly identify its common goals, define each individual’s major
areas of responsibility in terms of results expected of him, and use these measures
as guides for operating the unit and assessing the contribution of each of its
members.”

According to Koontz and Weihrich, “Management by objectives is a
comprehensive managerial system that integrates many key managerial activities in
a systematic manner and that is consciously directed toward the effective and
efficient achievement of organizational and individual objectives.”

S.K. Chakravarty defines it as, “MBO is a result-centered, non-specialist,
operational managerial process for the effective utilization of material, physical,
and human resources of the organization by integrating the individual with the
organization and organization with the environment.”

According to Terry and Franklin, “A managerial objective is the intended
goal that prescribes definite scope and suggests direction to the planning efforts of
amanager.” This definition states four aspects of management by objectives 1.e.
goal, scope, definiteness, direction. From managerial point of view the target to be
achieved should be identified and clear. The scope of the goals should be stated in
the prescribed boundaries. The goal should also state definiteness, a vague goal
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will create more confusion and has no managerial value. The objective also indicates
the direction, showing the results to be sought.

Prof. Reddin says that MBO is “the establishment of effectiveness areas and
effectiveness standards for managerial positions and the periodic conversion of all

these into measurable time bound objectives linked vertically and horizontally with
future planning.”

6.20 PROCESS OF MBO

MBO is used to plan goals for the employees through their own participation.
The goals will act as motivational factor and help in increasing employee efficiency.
The setting of goals is not a simple thing. It requires lot of thinking and planning.

The setting of objectives requires following steps:

1. Setting Objectives at the Top:

The first step in MBO process is to analyze the purpose or mission of the
organization. This exercise is undertaken at the top level. The mission of the
organization will be converted into goals for a given period, it may be for a quarter,
half year, a year, 5 years or more. In many cases objectives are set to coincide
with the completion of a project or with an annual budget. This may not be desirable.
Some goals may be set for a short period while some may be for a longer period.
Generally as we go downward in the hierarchy the period for objective setting is
short. At the operative level the objectives may be for a week or a month.

The goals set at the top level are only preliminary in nature. These goals are
set by taking into account company’s strengths and weaknesses and opportunities
available. These goals may be modified while discussing them with the subordinates.
The objectives should not be forced on the subordinates rather their viewpoint
should be given weightage while fixing objectives. It will bring commitment from
subordinates. The subordinates may suggest the problems which they will face in
implementing the plans. The goals should be verifiable or other criteria for goal
accomplishment should be established beforehand.

2. Clarifying Organizational Roles:

Sometimes organizational roles are not properly clarified and specific
responsibility for attaining the objectives is not fixed. There should be clear cut
assignment of'tasks and fixation ofresponsibilities. In some cases the responsibility
of one person for a particular task may not be fixed.

For example, the development of a new product may be the responsibility of
research, production and marketing managers. Such activities can be put under
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the overall command of a particular person, say product manager. In the absence NOTES
of'such a command specific responsibilities for taking up separate tasks be given
to concerned managers. So organizational roles should be clearly spelt out.

3. Setting Subordinates Objectives:

The subordinate managers should be informed of general objectives, planning
premises and strategies of the company. The superior should then discuss with the
subordinate about the objectives which she/he can accomplish, time frame for
them and the resources required. The feasibility of such goals for the company is
also discussed. The superior has to play an important role while interacting with
the subordinate. He/she should ask questions like what will be his/her contribution
to the organizational goals? How can he improve his/her performance? What are
the hurdles he/she faces in reaching has objectives? What changes he expects
from superiors? How can the superior help him in his task.

The answers to such questions can help in deciding the specific objectives of
subordinates. The goals should be such which are practicable, realistic or achievable.
Superiors are generally in the habit of fixing high objectives for their subordinates
thinking that higher objectives will help them in increasing their efficiency. On the
other hand subordinates may try to keep their current objectives very low so that
they do not have problems in reaching them. Superior is required to perform a
balancing act by keeping in view the capacity of the subordinate and expectations
of'the organization. Unrealistic or unachievable objectives may weaken the whole
program of objective setting.

There should be a proper discussion between the superior and the subordinate.
Superior should understand the view point of the subordinate and then approve
the objectives. The final approval of goals must be based upon what is reasonably
attainable with stretch and pull, what is consistent with goals of other managers in
their functions, what is consistent with long term objectives of the organization and
what is consistent with the available resources.

4. Recycling Objectives:

Recycling of objectives denotes a joint and interactive process. Objectives
cannot be set in isolation. Neither can they set at the top and communicate to the
lower levels nor can they be set at the bottom and communicated upwards. There
should be proper consultations and interactions at various levels before deciding
about the objectives. The objectives set by an individual department may be higher
than the expectations of higher management but still they may not reconcile with
the objectives of other departments. The objectives of marketing department, for
example, should reconcile with those of manufacturing and finance departments.
So recycling of objectives helps in their easy achievement.
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6.21 PLANNING PREMISES

Planning premises means systemic and logical estimate for the future factors
affecting planning. According to Dr.G.R.Terry ,”planning premise are the
assumptions providing a background against which the estimated events affecting
the planning will take place”.

6.22 TYPES OF PLANNING PREMISES

Types of Planning Premises are briefly explained as follows:-

1. Internal and External Premises

Internal Premises come from the business itself. It includes skills of the workers,
capital investment policies, philosophy of management, sales forecasts, etc.

External Premises come from the external environment. That is, economic,
social, political, cultural and technological environment. External premises cannot
be controlled by the business.

2. Controllable, Semi-controllable and Uncontrollable Premises

Controllable Premises are those which are fully controlled by the management.
They include factors like materials, machines and money.

Semi-controllable Premises are partly controllable. They include marketing
strategy.

Uncontrollable Premises are those over which the management has absolutely
no control. They include weather conditions, consumers' behaviour, government
policy, natural calamities, wars, etc.

3. Tangible and Intangible Premises

Tangible Premises can be measured in quantitative terms. They include units
of production and sale, money, time, hours of work, etc.

Intangible Premises cannot be measured in quantitative terms. They include
goodwill of the business, employee's morale, employee's attitude and public relations.
4. Constant and Variable Premises

Constant Premises do not change. They remain the same, even ifthere is a
change in the course ofaction. They include men, money and machines.

Variable Premises are subject to change. They change according to the course
ofaction. They include union-management relations.
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6.23 SUMMARY NOTES

Planning is the beginning of the process of management. A manager must plan
before he can possibly organize, staff, direct or control. Because planning sets all
other functions into action, it can be seen as the most basic function of management.
Without planning other functions becomes merely an activity, producing nothing
but disorder.

Planning refers to a predetermined course of action to achieve a specified
aim or goal. It is concerned with deciding in advance what is to be done, when,
where, how, and by whom it is to be done.

A business concern has to work in an environment which is uncertain and
ever-changing. Planning helps the manager in carving out the organization than
would be present without planning. Proper planning brings with it a higher degree
of certainty and order in the organization; it helps the organization in foreseeing the
risks and uncertainties in the future and in advance in the best possible way and in
preparing the plan on the basis of decisions in the past and present. This will
reduce the uncertainties and risks resulting from the future changes. In short, planning
helps to reduce uncertainties and changes in future.

Policies provide the framework within which the decision-making are expected
to operate while making decisions relating to the organization. They act as guide to
the thinking and action of subordinates for the purpose of achieving the objectives
of'the business successfully.

Planning premises means systemic and logical estimate for the future factors
affecting planning. According to Dr.G.R.Terry ,”planning premise are the
assumptions providing a background against which the estimated events affecting
the planning will take place”.

6.24 GLOSSARY

a) Planning: Planning refers to a predetermined course ofaction to achieve
a specified aim or goal. It is concerned with deciding in advance what is to be
done, when, where, how, and by whom it is to be done.

b) Intellectual Process: Planning is an intellectual process. That is it is a
mental exercise. It requires thinking reflection, analysis of information and judgment.
A good plan is based upon collection, study and analysis of the requisite facts,
evaluating alternative combination of factors and deciding the most appropriate
lines of action, depending upon the ability and intelligence of management.
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long period of time for tackling frequently recurring problems and issues. They
give ready-made answers to issues which occur again and again. Standing plans
serve as guidelines for managerial decision-making and actions. They make
managerial decisions and actions easy and increase managerial efficiency, as they
offer standard procedures for tackling similar and frequent recurring problems and
issues.

d) Methods: Methods provide details about a particular operation or activity.
They prescribe the exact manner in which the operation will be performed, are
more detailed and specific in dealing with specific activity. Methods may be defined
as amanual or mechanical means for performing.

e) Strategy: Astrategy is action plan which sets the direction that a company
will be taking. It is decision-making choice and would involve consideration for
internal strengths and weakness and external environment affecting the company.

f) Planning premises: Planning premises means systemic and logical estimate
for the future factors affecting planning. According to Dr.G.R.Terry ,’planning
premise are the assumptions providing a background against which the estimated
events affecting the planning will take place”.

6.25 ANSWER TO CHECK YOUR PROGRESS/
POSSIBLE ANSWERS TO SAQ

6.25.1 Short answer questions
1. Give the meaning of Planning.
2. What 1s Objective?
3. What is Method?
4. What is Budgeting?
5. Give the meaning of MBO.
6. What is Planning Premises?

7. What is Forecasting?

6.25.2 Extended answer questions
1. Discuss nature of Planning.
2. Explain significance or Importance of Planning.
3. Explain various steps in Planning Process.

4. Discuss various types of Plans.
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5. Explain concept of MBO.
6. Explain process of MBO.

7. Discuss importance of Forecasting.

6.25.3 True-false
Planning is second step in management.
2. Rules prescribe the code of discipline.

Planning premises means systemic and logical estimate for the future factors
affecting planning.

4. The concept of plan is often confused with lack of freedom.

A mental exercise is required to foresee the pros and cons of various
alternatives.
6.25.4 Multiple-choice

1. Who defines,”’Planning is an intellectual process involving mental exercise,
foreseeing future developments, making forecasts and the determination
ofthe best course of action”?

a) Koontz

b) O’Donnell

c) All of them

d) None ofthem

2. What is the process of monitoring activities to ensure that they are being
accomplished as planned and of correcting any significant deviations?

a) Controlling

b) Planning

c¢) Monitoring

d) Achieving
3. Accordingto........ocovviiiiiiiiiiiiiiian , "Control consists in verifying

whether everything occurs in conformity with the plan adopted, the
instructions issued and the principles established.

a) Koontz

b) O’Donnell
c¢) Breach

d) Henry Fayol

NOTES
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4. What is a mental exercise?
a) Management

b) Planning

c¢) Functions

d) Controlling

5. Functionsof Management .............c.oovviiiiiiiiiiiiiiieieennn from
among alternatives.

a) Policies

b) Procedures
c¢) Programmes
d) All of them

6.25.6 Fill-in-the-blanks

1. Planning is the beginning of the processof ........................

2 is an intellectual process.

3. Abudgetisthe .........oooeiiiiiiii ofbusiness plans
and policies to be pursued in the future period of time.

4. Planningreferstoa...........ccoovviiiiiiiiiiiniinn... ofaction to achieve
a specified aim or goal.

6.26 POSSIBLE ANSWERS TO SELF ASSESSMENT
QUESTIONS

6.25.3 1. False 2. True 3. True 4. False 5. True
6.25.41.(c) 2.(a) 3.(d)4.(b)5.(d)

6.25.5 1. Management 2. Planning 3. Monetary/ quantitative expression 4.
Predetermined course
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6.28 SUGGESTED READINGS

1. Principles of Management, by M. GOVINDARAJAN, S. NATARAJAN,
Published by PHI Learning Pvt. Ltd., 2005.

2. Management, by Richard Daft, Published by Cengage Learning, 2009.

3. Management: Theory and Practice, by Ernest Dale, Published by Rex
Bookstore, Inc., 1965

4. The Management Blog. Right up there with the HBR Blog Network,
Bloomberg Business week’s Management Blog features easy-to-read, entertaining
posts that are often put into an unexpected.

6.29 TERMINAL QUESTIONS

1. Why planning is the most important function of management? Discuss.
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7.1 INTRODUCTION

Forecasting plays a major role in decision making because forecasts are useful
in improving the efficiency ofthe decision-making process. Businessmen use various
qualitative and quantitative demand forecasting techniques to predict future demand
for products and accordingly take business decisions. Qualitative techniques include
expert opinion, survey and market experiments, whereas quantitative techniques
include time series analysis and barometric method.

7.2 OBJECTIVES

After reading this unit you will be able to understand:
Forecasting
Significance of Forecasting
Process and Environmental Forecasting
Decision Making
Significance of Decision Making
Rationality of Decision Making
Process of Decision Making
Models of Decision Making

Management by Exception

7.3 INTRODUCTION TO FORECASTING

Forecasting is the process of using past events to make systematic predictions
about future outcomes or trends. Forecasting is the process in business marketing
and web development of determining what the business market that you are engaged
in looks like demographically. It can also involve attempting to predict the
movements of the existing market going forward so market strategies and business
plans can be developed to anticipate and meet the changing demands. Many
different forecasting strategies are used, and each market will have specific models
that have worked in the past.

7.4 SIGNIFICANCE OF FORECASTING

1. Helps to Predict the Future

Forecasting does not provide you with a crystal ball to see exactly what will
happen to the market and your company over the coming years, but it will help
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give you a general idea. This will provide you with a sense of direction which will NOTES
allow your company to get the most out of the marketplace.

Predicting the future in the wine industry can be very difficult. But by doing
s0, a winery can predict future trends and then change their company objectives to
achieve success in this new environment.

2. Keep Customers Happy

In order to keep your customers satisfied you need to provide them with the
product they want when they want it. This advantage of forecasting in business will
help predict product demand so that enough products are available to fulfil customer
orders.

By using business forecasting to look ahead, wineries are able to make sure
they always have product available for the customers to purchase. If the shelves
are bare for any length oftime, a customer is extremely likely to try another brand.

3. Learn From The Past

Looking at what has happened in the past can help companies predict what
will happen in the future. Thus it is making the company stronger and most likely
more profitable. Wineries look at past sales and trends and use that data to try and
predict the future.

4. Keeps Companies Looking Ahead

By forecasting on a regular basis, it forces companies to continually think
about their future and where their company is headed. This will allow them to
foresee changing market trends and keep up with the competition. Wineries have
to keep looking ahead or else they will not be able to meet demand. Giving their
competition even a slight advantage could be devastating.

5. Save on Staffing Costs

One of the advantages of forecasting in business is that it allows companies to
predict how much product will need to be produced to meet customer demand.
From here a company can use this data to accurately determine how many
employees they will need to have on hand to meet the required level of production.

Many wineries have fairly small profit margins, so it is important to make sure
they have the correct amount of staff on hand and are not employing too many
people.

6. Remain Competitive

A business that does not use forecasting techniques will likely succumb to
their competition in a short time. Having a general idea of what sales to expect in
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the following period is very important. This will help a company prepare to meet
customer demand; otherwise the customer will look to fulfil their needs elsewhere.

The wine industry is extremely competitive. There are literally thousands of
different wineries fighting for the same shelf space. Attracting new customers with
expensive advertising campaigns and flashy labels is very costly. That is why once
a company gets a new customer, they want to do everything in their power to keep
them.

7. Receive Financing

In order to receive financing for new start-ups or to fund an existing enterprise,
a forecast will need to be completed. The lender needs an estimate on the number
of sales you will have within a given time period before they will consider lending
out large sums of money.

Financing is a key component of success for most wineries. Most have loans
on their buildings, equipment, and vineyards. Without this financing, they would
more than likely not be able to operate so this is an essential advantage of forecasting
in business.

8. Reduce Inventory Costs

Forecasting helps predict how much inventory should be on hand at any
given time. By having the right amount of inventory, your company will be able to
save on warehouse and transportation costs. There will also be less risk of incurring
obsolescence costs or having to discount products because you have a large surplus.

Having the correct amount of inventory on hand is very important for every
winery. White wine can only be kept on the shelf for a couple of years. That is why
it is extremely important to make sure there is not a large surplus of product.

9. Helps Prepare for a Drop in Sales

Adrop in sales is never a good thing for a company, however, this advantage
of forecasting in business reveals sales drops which in turn, can be recognized and
dealt with quickly.

When a winery has forecasted a drop in sales they will slow down production.
This means having less wine in their tanks or barrels at any given time, and also less
finished goods inventory on hand at their various facilities.

10. Prepare for New Business

By forecasting demand, a company can see if an increase in sales is likely
imminent. This will allow the company to prepare for this increase in business by
providing extra staff or production facilities to meet this new level of demand.
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Wineries will increase wine production and bottling to meet this new demand NOTES
and hopefully gain lifelong customers in the process.

7.5 METHODS OF FORECASTING

The various methods of forecasting are given below:

A) Quantitative Forecasting

Quantitative forecasting is the statistical technique for making projections about
the future which uses numerical facts and prior experience to predict upcoming
events. The two main types of quantitative forecasting used by business analysts
are the explanatory method that attempts to correlate two or more variables and
the time series method that uses past trends to make forecasts. Qualitative
forecasting methods attempt to use actual data to determine a qualitative or actual
market trend toward a certain position or function in the market. These methods
involve looking at non-numerical data. For example, if you were attempting to
forecast whether a new product would be successful, you could review customer
surveys in which customers have described their views ofthe ideal product function.
Qualitative forecasting methods are not as effective as quantitative methods, which
are the most common methods and which come in a variety of different formats.
They are often applied when a great deal of data are available on the target market.

Types of Quantitative Methods
1) Time-series methods

2) Explanatory Method

1) Time-series methods

Time series forecasting is the use ofa model to predict future values based on
previously observed values. While regression analysis is often employed in such a
way as to test theories that the current values of one or more independent time
series affect the current value of another time series, this type of analysis of time
series is not called "time series analysis". Time-series methods used historical data
to develop forecasts of the future.

Features of Time Series Method

1) The underlying assumption is that patterns exist and that the future will
resemble the past.

11) Time-series methods do not in themselves predict the impact of present or
future actions that managers might take to bring about change.
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1i1) A trend reflects a long-range general movement is either an upward or a
downward direction.

1iv) A seasonal pattern indicates upward or downward changes that coincide
with particular points within a given year.

v) A cyclical pattern involves changes at particular points in time that span
longer than a year.

vi) Time-series are more valuable for predicting broad environmental factors
than in predicting the impact of present or future actions.

vil) Because time-series rely on past trends there can be a danger in their use
ifenvironmental changes are disregarded.

2) Explanatory Method

Explanatory method attempts to identify the major variables that are related
to or have caused particular past conditions and then use current measures of
those variables (predictors) to predict future conditions.

Features of explanatory method

1) Explanatory models allow managers to assess the probable impact of
changes in the predictors.

11) Regression models are equations that express the fluctuations in the variable
being forecasted in terms of fluctuations among one or more other variables.

1i1) Econometric models are systems of simultaneous multiple regression
equations involving several predictor variables used to identify and measure
relationships or interrelationships that exist in the economy.

iv) Leading indicators are variables that tend to be correlate with the
phenomenon of major interest but also tend to occur in advance of the phenomenon.

B. Qualitative Forecasting

Qualitative Forecasting is aimed primarily at predicting long-term trends in
technology and other important aspects of the environment. The focus is upon
longer-term issues that are less amenable to numerical analysis as quantitative
approaches. The Delphi method and Scenario analysis can be used as techniques.
These techniques are primarily based upon judgment and intuition and especially
when sufficient information and data is not available so that complex quantitative
techniques cannot be used. The widely used qualitative methods are:

(a) Jury of executive opinion

This is a method by which the relevant opinions of experts are taken, combined

Page 150 of 614

Unit 7: Forecasting and Decision Making



Principles of Management & Organisational Behaviour Uttarakhand Open University

and averaged. These opinions could be taken on an individual basis or there could NOTES
be a brain storming group session in which all members participate in generating
new ideas that can later be evaluated for their feasibility and profitability.

(b) Opinions of the sales person

The sales people being closer to consumers can estimate future sales in their
own territories, more accurately. Based on these and the opinions of sales managers,
reasonable trends of the future sales can be calculated. These forecasts are good
for short range planning since sales people are not sufficiently sophisticated to
predict long-term trends.

(c) Consumers' expectations

This method involves a survey of the customers as to their future needs. This
method is especially useful where the industry serves a limited market. Based on
the future needs of the customers a general overall forecast for the demand can be
made.

(d) The Delphi method

The Delphi method originally developed by Rank Corporation in 1969 for
forecasting military events, has become a useful tool in other areas also. It is basically
a more formal version of the jury of opinion method. A panel of experts is given a
situation and asked to make initial predictions, on the basis of a prescribed
questionnaire, these experts develop written opinions. These responses are analyzed
and summarized and submitted back to the panel for further considerations. All
these responses are anonymous so that no member is influenced by others opinions.
This process is repeated until a consensus is obtained.

7.6 PROCESS OF FORECASTING

Various steps in forecasting process:

1. Analysing and understanding the problem

The manager must first identify the real problem for which the forecast is to
be made. This will help the manager to fix the scope of forecasting.

2. Developing sound foundation

The management can develop a sound foundation, for the future after
considering available information, experience, type of business, and the rate of
development.
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3. Collecting and analysing data

Data collection is time consuming. Only relevant data must be kept. Many
statistical tools can be used to analyse the data.

4. Estimating future events

The future events are estimated by using trend analysis. Trend analysis makes
provision for some errors.

5. Comparing results

The actual results are compared with the estimated results. Ifthe actual results
tally with the estimated results, there is nothing to worry. In case of any major
difference between the actual and the estimates, it is necessary to find out the
reasons for poor performance.

6. Follow up action

The forecasting process can be continuously improved and refined on the
basis of past experience. Areas of weaknesses can be improved for the future
forecasting. There must be regular feedback on past forecasting.

7.7 ENVIRONMENTAL FORECASTING

Environmental forecasting is a technique whereby managers attempt to predict
the future characteristics of the organizational environment and hence make decisions
today that will help the firm deal with the environment of tomorrow.

In today’s business world rapid changes are too frequent. It would be crucial
for managers to invent new ways of surviving in the ever-changing business
environment. They would have to build up the capacity ofa firm to face the changes
and adapting themselves to changes.

They would have to find out new ways of creating opportunities of profitability
and growth. The new rules and regulations also create more pressure on business.

To prepare for such ongoing eventualities, managers will have to prepare
themselves for really understanding the remote and the immediate environments of
business and mechanisms of changes that affect their industry or firm. The changes
have not only affect smaller companies but also the giants of various industries. It
creates an awareness of environmental forecasting.

7.8 DECISION-MAKING

Decision-making is an important job ofthe manager. Every day she/he has to
decide about doing or not doing a particular thing. A decision in the selection from
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among alternatives, “It is a solution selected after examining several alternatives NOTES
chosen because the decider foresees that the course of action he selects will be

more than the others to further his goals and will be accompanied by the fewest

possible objectionable consequences.” It is the selection of one course of action

from two or more alternative courses of action.

7.9 DEFINITION OF DECISION MAKING

According to D. E. Mc¢ Farland, “A decision is the act of choice wherein
exclusive forms of conclusion about what must be done in a given situation. A
decision represents a course of behaviour chosen from number of possible
alternatives.”

From the above definitions, it is clear that decision-making is the selection of
a particular course of action chosen by the decision-maker as the most effective
means at his disposal for achieving the goal or goals he is currently emphasizing or
for solving the problem that is bothering him. In other words, it is choosing a
particular course of action from several alternative courses of action for achieving
a desired result. In short, it is the choice made by the decision-maker about what
should or should not be done in a given situation.

Decision- making involves the entire process of establishing goals, defining
tasks, searching for alternatives and developing plans in order to find the best
answer to the decision problem.

7.10 CHARACTERISTICS OF DECISION- MAKING

Decision—making has certain characteristics. The chief characteristics of
decision-making are:

1. It is the process of choosing the best course of action from among the
alternative courses of action. It involves choosing from two or more alternatives
(i.e., two or more alternative courses of action), because if there is only on alternative
there is no decision to be made.

2. Choosing from among the alternative courses of operation implies
uncertainty about the final result of each possible course of operation.

3. The choice involved in decision-making implies freedom to the decision-
maker to choose from among the alternatives without externally imposed coercion.

4. Decision-making is a mental or intellectual process, because the final decision
is made by the decision-maker by the application of intellectual abilities after careful
consideration.
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5. It isalways purposive or goal-oriented. That is, it has to serve a purpose
always. It is aimed at achieving the objective of the organization.

6. It may be positive (i.e., a decision to decide) or negative (i.e., a decision
not to decide). However, most of the decisions are positive, and they result in
some tangible action, such as some rules, policies, orders, changes or other concrete
events.

7. A decision may be expressed in words or may be implied from behavior.

8. It is the end process preceded by discussions and deliberations and
reasoning, because there are many alternative courses of action to most business
problems.

9. Decision-making is a blend of thinking, deciding and action.

10. Decision-making involves the entire process of establishing goals, defining
the problem, searching for alternatives, evaluation of the various alternatives and
developing of plans for solving the problem.

11. Decision-making involves certain commitment. That is, once a decision
made after weighing the various alternatives everyone in the organization must
abide by the decision. It may be noted that support from those affected by the
decision would increase the commitment.

12. Decision-making involves a time decision and a time lag. This is because
the decision-maker has to take time to collect facts and to weigh the various
alternative courses of action, and he requires still more time to carry out the decision.

13. Decision-making is always related to environment or circumstances or
situation. A decision maker may take one decision on a particular set of
circumstances and another decision in a different set of circumstances.

14. Decision making is both a managerial function and an organizational
process. It is managerial function, in the sense that is the fundamental responsibility
ofthe manager himself. It is an organization process, for many decisions transcend
the individual manager and become the product of a team, committee or a group.
In fact, most important decisions are made by a group of managers rather than by
an individual manager.

15. A decision may relate to end or means or both, in some cases, the end
may be given and the manager has to decide upon the best means of attaining it. In
some cases, the means are given, and the manager has to decide upon the end. In
some other cases, the manager may have to decide upon the means as well as the
end.

16. Decision-making is rational. It is rational in the sense that the final decision
to achieve the desired goals is taken only after a thorough analysis and reasoning
and weighing the consequences of various alternatives.
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7.11 SIGNIFICANCE OR IMPORTANT OF
DECISION-MAKING

The importance of decision-making has been there right from the day when
the size ofthe business used to be small to the present day when the size of the
business is very large. The only difference is that today’s corporate business world,
where the business structure is complex, decision-making has become more
complex.

Decision-making is necessary in every business because to meet any business
situation, there are many alternative courses of action.

One of'the most important functions ofa manager is to take decisions, “whether
amanager plans, organizes, hires or fires an employee, approves or disapproves a
work or orders or advises, he is engaged in decision-making.” In the words of
Peter. F. Ducker, “whatever a manager does, he does through making decisions.”
According to George Terry, “Managerial life is a perpetual choice making challenge.
It there is in universal mark of a manager, it is decision-making”. In the other
words of John Mc Donald, “The business executive is by profession is a decision-
maker. Uncertainty is his opponent, overcoming it is his mission. Whether the
outcome is a consequence of luck or of wisdom, the moment of decision is without
doubt the most creative event in the life of the executive. Manager uses the tool of
decision-making for discharging their duties. In fact, today, decision-making is
regarded as the sole criterion for the evaluation of an executive’s administrative
performance. Threat most outstanding quality ofa successful manager is his ability
to make sound decision.

Decision-making permeates through all managerial functions. In other words,
decision-making spreads over all the managerial functions. In short, decisions are
made in the course of all management activities. It is because of the pervasiveness
of decision-making that Prof. H. A. Simon regards decision-making synonymous
with management. One may not agree with Prof. Simon but decision-making is
widely acknowledged to be the heart and core of executive activity in business. In
fact, management and decision-making are inseparable.

As stated earlier, all managerial functions, such as planning, organization,
direction and control are settled by managers with the tool of decision-making.
Decision-making helps to set objectives, prepare plan of action, determine
organization structure, motivate personnel and introduce innovations. Decision-
making is important in planning, organization, direction, co- ordination and control,
because in each of these functions, the manager has to choose from.
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7.12 STEPS OF DECISION-MAKING PROCESS

A decision cannot be taken in isolation. It is influenced by past experience,
present conditions and future expectations. Once a decision is taken then it becomes
difficult to reverse. It is pertinent to discuss the problem involved and then take a
decision after considering various possibilities. Decision-making involves the
following steps:

1. Defining the Problem

The first step in decision-making is to find out the correct problem. It is not
easy to define the problem. It should be seen what is causing the trouble and what
will be its possible solutions. No problem presents itself in a manner that an immediate
decision is taken. Ifthe problem is not correctly defined then the efforts and money
spent on a wrong decision will go waste.

Before defining the problem the manager has to identify critical or strategies
factor of the problem. Clacu Barnaed has pointed out that the theory of the strategic
factor is necessary for the appreciation of the process of decision-making. His
emphasis that in decision-making the analysis required is actually a search for the
strategic factors. These factors may be the root cause of obstacles in developing a
proper solution to the problem under discussion. If we wish to increase the yield of
grain in a certain field, on analysis it may be found that there is a lack of potash.
The potash will be strategic or limiting factor in this case. Once the problem is
properly defined then it will be easily solved. So the first important factor is the
determination of problem.

2. Analysis of Problem

After defining the problem, the manager should analyze it. He should collect
all possible information about the problem and then decide whether it will be
sufficient to take a decision or not. Generally the managers complain that they
seldom get sufficient information which they would have liked to have. Sometimes
it may be costly to get additional information or further information may not be
possible. Peter .F. Drucker rightly says, “ To make a sound decision, it is not
necessary to have all the facts; but it is necessary to know what information is
lacking in order to judge how much of risk the decision involves, as well as the
degree of precision and rigidity that the proposed course ofaction can afford.”
Whatever information is available should be used to analyze the problem. Ifthere
are deficiencies in information then the manager must judge the degree of risk
involved in the decision.
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3. Developing Alternative Solutions or Courses of Action NOTES

The next step involved in decision-making is to develop or find out alternative
solutions or courses of action for the problem.

Development of alternative solutions is necessary, because every problem
has two or more alternatives for its solution. For instance, if the problem is how to
sell the product, there are alternative solutions for the problem, such as selling
through whole seller, selling through company’s retail selling units or direct selling
to the consumer through company’s retail selling units or direct selling it to the
consumers through the company’s own sales force. Similarly, if the problem is
how to fill up the vacancy caused by the retirement of an employee, there are
alternative solutions, such as promotion within the organization or recruitment ofa
person from outside the organization. Further, development of alternative solutions
is necessary for the simple reason that decision-making implies choice and choice
implies the existence of alternatives.

Development ofalternative courses of action helps the manager to make the
right decision. Further, it serves to guard the manager against making the wrong
decision.

4. Selecting the Best Solution or Course of Action

After the development of the alternatives, the next step involved in decision-
making is the selection of the best solution.

After the development of the various alternative solutions for the problem,
the various alternative solutions should be evaluated (i.e., the merits and demerits
should be considered), and the best solution should be selected. Sound knowledge
and practical experience of the manager and research and analysis will help him to
make a proper evaluation of the various alternatives and select the best. However,
authorities on the management have laid down certain standards or criteria for the
proper evaluation of the alternatives and the selection of best from among them.
Koontz and O’Donnell have suggested three bases, which should be followed by
manager, for selecting from among the alternative.

They are: (1) Experience, (i) Experimentation and (iii) Research and Analysis

(1) Experience: In selecting from among the alternatives, a manager is influenced
to a great extent by his past experience. That is, past experience acts as a guide or
basis for selecting the alternative. But undue importance should not be given to
past experience. So, a manager should make the selection carefully after considering
the changes in the present situation.

(1)) Experimentation: Sometimes, a manager makes a election of the alternative
on the basis of experimentation. That is, the various alternatives are put to
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experimentation, i.e. Put into actual practice, and selection is made on the basis of
the results of experimentation (i.e. the alternative which yields the best result is
selected). This basis or technique has been found very useful in test marketing of a
new product. This basis or technique is definitely better than past experience. But
it is a very expensive technique. So, it should be used only as last resort.

(1i1) Research and Analysis: Research and analysis is used as the basis or
technique in selecting the alternative, when any major decision is involved. It is the
most effective basis or technique of selecting the alternative. The technique involves
search for the relationship among the more limiting or critical factors that affect the
goal sought. It weighs various alternatives by making models. It makes use
computers and mathematical techniques. This technique makes the choice ofthe
alternative more rational and objective.

5. Implementation the Decision or to put the decision into Effect

Once the decision is taken, the decision must be translated into action (i.e.
the decision must be out to effect).

Implementation of the decision is one of the most difficult steps. It involves
taking up certain steps. They are:

(a) There should be proper communication of the decision to employees who
are to implement the decision. The employees must be made to understand what
the decision involves and what is expected of them.

(b) The acceptance of the decision by the employees affected by it must be
gained. In order to reduce the resistance from the employees and to get their
acceptance, it is desirable that the employees should be associated with the
decision-making process, particularly at the stage of development of alternatives.
There could also be other techniques of motivation to get the employees’ acceptance
ofthe decision.

(c) Care should be taken to see that the decision is applied in the right and
opportune time when the conditions are favourable for the implementation of the
decision.

(d) There should also be the development of controls to see that the decision
is being carried out properly by the employees.

6. Following up the Decision

After the decision has been put into action, there should be the following up
of the decision. Following up of decision means checking the results after the
results are put into effect.

Following are the reasons why one has to make a follow up ofthe decision
that is put to effect:
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(a) To see whether the decision is implemented properly by the employees. NOTES

(b) To find out whether the decision taken by the management is right one or
not.

(c) When the decision taken by the management turns out to be a wrong one,
to modify the decision, if necessary, without loss of time.

Thus in order to achieve proper follow-up, the management should develop
an efficient system of feed-back information.

7.13 MODELS OR THEORIES OF DECISION
MAKING

Following are the theories used in decision-making

1. Marginal Theory

This theory stresses on profit maximization. The economists who propounded
this theory say that profits will be maximum only when marginal costs of inputs are
equal to marginal revenues. Marginal costs represent additional costs of producing
an additional unit and marginal revenue is the extra revenue from that product.
When the marginal costs and revenue differ, the profits cannot be maximum.

2. Psychological Theory

The thrust of this theory is on the maximization of the customer satisfaction.
The manager acts an “administrative man” rather than “economic man”. A good
manager will try to protect economic interest of enterprise besides maximizing
consumer satisfaction. Those alternatives may be selected which will help the
consumers. According to this theory the consumer’s interests should be a top
priority in the mind of the decision-maker.

3. Mathematical Theory

This Theory is based on the use of models. This is also known as Operations
Research Theory. The techniques generally used include linear programming, theory
of probability, simulation models. Monte Carlo technique, games theory, network
theory, etc. the analyst defines the problem area, uses symbols for unknown data
and then tries to solve it. This theory is more systematic as compared to theories.

7.14 LIMITATIONS OF DECISION MAKING

1. There is the inter-mingling ofthe personal objectives of the decision-maker.

2. The ability of the human beings to crystallize all alternative courses of action
is limited.
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3. Some of'the factors involved in decision-making are beyond the control of
managers.

4. The individual manager interprets the organizational goals in his own way.

5. The individual manager may be lazy or careless in taking decisions.

7.15 RATIONALITY OF DECISION MAKING

Rationality of decision making is a multi-step process for making choices
between alternatives. The process of rational decision making favors logic,
objectivity, and analysis over subjectivity and insight. The word "rational" in this
context does not mean sane or clear-headed as it does in the colloquial sense.

Assumptions of the Rational Decision-Making Model

The rational model of decision making assumes that people will make choices
that maximize benefits and minimize any costs. The idea of rational choice is easy
to see in economic theory. For example, most people want to get the most useful
products at the lowest price; because of this, they will judge the benefits of a
certain object (for example, how useful is it or how attractive is it) compared to
those of similar objects. They will then compare prices (or costs). In general,
people will choose the object that provides the greatest reward at the lowest cost.

An individual has full and perfect information on which to base a choice.
Measurable criteria exist for which data can be collected and analyzed.

An individual has the cognitive ability, time, and resources to evaluate each
alternative against the others.

7.16 MANAGEMENT BY EXCEPTION

Management by exception (MBE) is a practice where only significant deviations
from a budget or plan are brought to the attention of management. The idea behind
it s that management's attention will be focused only on those areas in need of
action.

Advantages of Management by Exception

There are several valid reasons for using this technique. They are:

a) Itreduces the amount of financial and operational results that management
must review, which a more efficient use oftheir time is.

b) The report writer linked to the accounting system can be set to automatically
print reports at stated intervals that contain the predetermined exception levels,
which 1s a minimally-invasive reporting approach.
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c¢) This method allows employees to follow their own approaches to achieving NOTES
the results mandated in the company's budget. Management will only step in if
exception conditions exist.

d) The company's auditors will make inquiries about large exceptions as part
of their annual audit activities, so management should investigate these issues in
advance ofthe audit.

Disadvantages of Management by Exception

There are several issues with the management by exception concept, which
are:

a) This concept is based on the existence of a budget against which actual
results are compared. If the budget was not well formulated, there may be a large
number of variances, many of which are irrelevant, and which will waste the time
ofanyone investigating them.

b) The concept requires the use of financial analysts who prepare variance
summaries and present this information to management. Thus, an extra layer of
corporate overhead is required to make the concept function properly. Also, an
incompetent analyst might not recognize a potentially serious issue, and will not
bring it to the attention of management.

c¢) This concept is based on the command-and-control system, where
conditions are monitored and decisions made by a central group of senior managers.
You could instead have a decentralized organizational structure, where local
managers could monitor conditions on a daily basis, and so would not need an
exception reporting system.

d) The concept assumes that only managers can correct variances. Ifa business
were instead structured so that front line employees could deal with most variances
as soon as they arise, there would be little need for management by exception.

718 SUMMARY

Forecasting is the process of using past events to make systematic predictions
about future outcomes or trends. Forecasting is the process in business marketing
and web development of determining what the business market that you are engaged
in looks like demographically. It can also involve attempting to predict the
movements of the existing market going forward so market strategies and business
plans can be developed to anticipate and meet the changing demands. Many
different forecasting strategies are used, and each market will have specific models
that have worked in the past.
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Quantitative forecasting is the statistical technique for making projections about
the future which uses numerical facts and prior experience to predict upcoming
events. The two main types of quantitative forecasting used by business analysts
are the explanatory method that attempts to correlate two or more variables and
the time series method that uses past trends to make forecasts.

Environmental forecasting is a technique whereby managers attempt to predict
the future characteristics of the organizational environment and hence make decisions
today that will help the firm deal with the environment of tomorrow.

Decision-making is an important job ofthe manager. Every day she/he has to
decide about doing or not doing a particular thing. A decision in the selection from
among alternatives, “It is a solution selected after examining several alternatives
chosen because the decider foresees that the course of action he selects will be
more than the others to further his goals and will be accompanied by the fewest
possible objectionable consequences.” It is the selection of one course of action
from two or more alternative courses of action.

Marginal Theory stresses on profit maximization. The economists who
propounded this theory say that profits will be maximum only when marginal costs
of inputs are equal to marginal revenues. Marginal costs represent additional costs
ofproducing an additional unit and marginal revenue is the extra revenue from that
product. When the marginal costs and revenue differ, the profits cannot be maximum.

Rationality of decision making is a multi-step process for making choices
between alternatives. The process of rational decision making favors logic,
objectivity, and analysis over subjectivity and insight. The word "rational" in this
context does not mean sane or clear-headed as it does in the colloquial sense.

Management by exception (MBE) is a practice where only significant deviations
from a budget or plan are brought to the attention of management. The idea behind
it 1s that management's attention will be focused only on those areas in need of
action.

7.19 GLOSSARY

a) Forecasting: Forecasting is the process of using past events to make
systematic predictions about future outcomes or trends. Forecasting is the process
in business marketing and web development of determining what the business
market that you are engaged in looks like demographically.

b) Quantitative forecasting: Quantitative forecasting is the statistical
technique for making projections about the future which uses numerical facts and
prior experience to predict upcoming events. The two main types of quantitative
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forecasting used by business analysts are the explanatory method that attempts to
correlate two or more variables and the time series method that uses past trends to
make forecasts.

¢) Explanatory method: Explanatory method attempts to identify the major
variables that are related to or have caused particular past conditions and then use
current measures of those variables (predictors) to predict future conditions.

d) Qualitative Forecasting: Qualitative Forecasting is aimed primarily at
predicting long-term trends in technology and other important aspects of the
environment. The focus is upon longer-term issues that are less amenable to
numerical analysis as quantitative approaches.

¢) Environmental forecasting: Environmental forecasting is a technique
whereby managers attempt to predict the future characteristics of the organizational
environment and hence make decisions today that will help the firm deal with the
environment of tomorrow.

f) Decision-making: Decision-making is an important job of the manager.
Every day he has to decide about doing or not doing a particular thing.

g) Management by Exception (MBE): Management by Exception (MBE)
is a practice where only significant deviations from a budget or plan are brought to
the attention of management. The idea behind it is that management's attention will
be focused only on those areas in need of action.

7.20 ANSWER TO CHECK YOUR PROGRESS/
POSSIBLE ANSWERS TO SAQ

7.20.1 Short answer questions
1. What is Forecasting?
2. What is Environmental Forecasting?
3. Give the meaning of Decision Making.
4. What is Rationality of Decision Making?
5. What is Management by Exception?

7.20.2 Extended answer questions
1. Discuss significance of Forecasting.
2. Explain the process and Environmental Forecasting.
3. Discuss significance of Decision Making.

4. Explain in details about rationality of Decision Making.
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5. Discuss process of Decision Making.
6. Discuss various models of Decision Making.

7. Write note on: Management by Exception.

7.20.3 True-false

1. Forecasting is the process of using past events to make systematic
predictions about future outcomes or trends.

2. Quantitative forecasting is the statistical technique for making projections
about the future which uses numerical facts and prior experience to predict
upcoming events.

3. Qualitative Forecasting is aimed primarily at predicting long-term trends
in technology and other important aspects of the environment.

4. Decision-making is an important job of the manager. Every day he has to
decide about doing or not doing a particular thing.

5. Management by exception (MBE) is a practice where only significant
deviations from a budget or plan are brought to the attention of
management.

7.20.4 MULTIPLE-CHOICE

1. What is the process of using past events to make systematic predictions
about future outcomes or trends?

a) Demand

b) Forecasting
¢) Supply

d) Pricing

2. What is the statistical technique for making projections about the future
which uses numerical facts and prior experience to predict upcoming
events?

a) Quantitative forecasting
b) Qualitative Forecasting
c¢) Demand Curve

d) None ofthe above

3. What is aimed primarily at predicting long-term trends in technology and
other important aspects of the environment?

a) Quantitative forecasting
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b) Qualitative Forecasting
c¢) Demand Curve

d) None ofthe above

7.20.6 FILL-IN-THE-BLANKS

Lo is the process of using past events to make systematic
predictions about future outcomes or trends.

20 is the statistical technique for making projections about the
future which uses numerical facts and prior experience to predict upcoming
events.

3 is aimed primarily at predicting long-term trends in

technology and other important aspects ofthe environment.

4. is an important job of the manager. Every day he has to
decide about doing or not doing a particular thing.

5. Management by exception (MBE) is a practice where only significant
deviations from abudget or plan are broughtto the..........................

7.21 POSSIBLE ANSWERS TO SELF ASSESSMENT
QUESTIONS

7.20.3 1. True 2. True 3. True 4. True 5. True
7.20.4 1. (b) 2. (a) 3. (b)

7.20.5 1. Forecasting 2. Quantitative forecasting 3. Qualitative Forecasting
4. Decision-making 5. Attention of management
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NOTES 7.23 SUGGESTED READINGS

1. Principles of Management, by M. GOVINDARAJAN, S. NATARAJAN,
Published by PHI Learning Pvt. Ltd., 2005.

2. Management, by Richard Daft, Published by Cengage Learning, 2009.

Management: Theory and Practice, by Ernest Dale, Published by Rex
Bookstore, Inc., 1965

4. The Management Blog. Right up there with the HBR Blog Network,
Bloomberg Business week’s Management Blog features easy-to-read,
entertaining posts that are often put into an unexpected.

7.24 TERMINAL QUESTIONS

1. “Forecasting gives the roadmap of future business activities”. Discuss.

2. Why decision making is important? Discuss.
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8.1 INTRODUCTION NOTES

An organization can be structured in many different ways, depending on their
objectives. The structure of an organization will determine the modes in which it
operates and performs. Organizational structure allows the expressed allocation
ofresponsibilities for different functions and processes to different entities such as
the branch, department, workgroup and individual.

Organizational structure affects organizational action in two big ways. First, it
provides the foundation on which standard operating procedures and routines
rest. Second, it determines which individuals get to participate in which decision-
making processes, and thus to what extent their views shape the organization’s
actions.

8.2 OBJECTIVES

After reading this unit you will be able to understand:
Organizing
Nature
Significance
Process
Influence of Socio-Cultural Factors on Organization
Line and Staff Relationship
Delegation and Decentralization and Groups Functions
Organizational Roles & Status-Power

Responsibility and Authority

8.3 INTRODUCTION TO ORGANIZATION

Organizing is a process of integrating, coordinating and mobilizing the activities
of members of a group for seeking common goals. Organisation is the process of
establishing relationship among the members of the enterprise. The relationships
are created in terms of authority and responsibility. To organise is to harmonise,
coordinate or arrange in a logical and orderly manner. Each member in the
organisation is assigned a specific responsibility or duty to perform and is granted
the corresponding authority to perform his duty. The managerial function of
organising consists in making a rational division of work into groups of activities
and tying together the positions representing grouping of activities so as to achieve
arational, well coordinated and orderly structure for the accomplishment of work.
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Organising involves identification and grouping the activities to be performed and
dividing them among the individuals and creating authority and responsibility
relationships among them for the accomplishment of organisational objectives.

An organizational structure consists of activities such as task allocation,
coordination and supervision, which are directed towards the achievement of
organizational aims. It can also be considered as the viewing glass or perspective
through which individuals see their organization and its environment.

The set organizational structure may not coincide with facts, evolving in
operational action. Such divergence decreases performance, when growing. E.g.,
a wrong organizational structure may hamper cooperation and thus hinder the
completion of orders in due time and within limits of resources and budgets.
Organizational structures shall be adaptive to process requirements, aiming to
optimize the ratio of effort and input to output.

Organizational structures developed from the ancient times of hunters and
collectors in tribal organizations through highly royal and clerical power structures
to industrial structures and today's post-industrial structures.

As pointed out by Michael Angelo Castillo, the early theorists of organizational
structure, Taylor, Fayol, and Weber "saw the importance of structure for
effectiveness and efficiency and assumed without the slightest question that whatever
structure was needed, people could fashion accordingly. Organizational structure
was considered a matter of choice. When in the 1930s, the rebellion began that
came to be known as human relations theory, there was still not a denial of the idea
of structure as an artifact, but rather an advocacy of the creation of a different sort
of'structure, one in which the needs, knowledge, and opinions of employees might
be given greater recognition." However, a different view arose in the 1960s,
suggesting that the organizational structure is ""an externally caused phenomenon,
an outcome rather than an artifact." In the 2 1st century, organizational theorists
such as Lim, Griffiths, and Sambrook (2010) are once again proposing that
organizational structure development is very much dependent on the expression of
the strategies and behaviour of the management and the workers as constrained
by the power distribution between them, and influenced by their environment and
the outcome.

8.4 MEANING OF ORGANISING

Organising in management refers to the relationship between people, work
and resources used to achieve the common objectives or goals.
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8.5 DEFINITIONS OF ORGANISING

According to Koontz and O’Donnell, “‘Organizing involves the establishment
of an internal structure of roles, by identifying and listing the activities required to
achieve the purpose of enterprise, the grouping of these activities, the assignment
of'such group of activities to manager, the delegation of authority to carry out and
provision for coordination of authority relationship horizontally and vertically in the
organization structure”.

According to Theo Haimann, "Organising is the process of defining and
grouping the activities of the enterprise and establishing the authority relationships
among them. In performing the organising function, the manager defines,
departmentalises and assigns activities so that they can be most effectively
executed."

According to Urwick, “Organizing is a process of dividing up of activities

which are necessary to any purpose and arranging them in group which are assigned
to individuals”.

8.6 NATURE OF ORGANIZING

The nature of organizing is given below:

i) Common Objectives: There are various parts of an organization with
different functions to perform but all move in the direction ofachieving a general
objective.

ii) Division of Work: Division of work is the basis of an organization. In
other words, there can be no organization without division of work. Under division
of work the entire work of business is divided into many departments . The work
of every department is further sub-divided into sub-works. In this way each
individual has to do the saran work repeatedly which gradually makes that person
an expert.

iii) Plurality of Persons: Organization is a group of many persons who
assemble to fulfil a common purpose. A single individual cannot create an
organization.

iv) Co-ordination: Under organizing different persons are assigned different
works but the aim of all these persons happens to be the some - the attainment of
the objectives ofthe enterprise. Organization ensures that the work of all the persons
depends on each other’s work even though it happens to be different. The work
of one person starts from where the work of another person ends. The non-
completion ofthe work of one person affects the work of everybody. Therefore,
everybody completes his/her work in time and does not hinder the work of others.

NOTES
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It is thus, clear that it is in the nature of an organization to establish coordination
among different works, departments and posts in the enterprise.

v) Well-defined Authority and Responsibility: Under organization a chain
is established between different posts right fromthe top to the bottom. It is clearly
specified as to what will be the authority and responsibility of every post. In other
words, every individual working in the organization is given some authority for the
efficient work performance and it is also decided simultaneously as to what will be
the responsibility ofthat individual in case of unsatisfactory work performance.

vi) Organization is a Structure of Relationship: Relationship between
persons working on different posts in the organization is decided. In other words,
it is decided as to who will be the superior and who will be the subordinate.
Leaving the top level post and the lowest level post everybody is somebody's
superior and somebody's subordinate. The person working on the top level post
has no superior and the person working on the lowest level post has no subordinate.

vii) Organization is a Machine of Management: Organization is
considered to be a machine of management because the efficiency of all the functions
depends on an effective organization. In the absence of organization no function
can be performed in a planned manner. It is appropriate to call organization a
machine of management from another point of view. It is that machine in which no
part can afford tube ill-fitting or non-functional. In other words, if the division of
work is not done properly or posts are not created correctly the whole system of
management collapses.

viii) Organization is a Universal Process: Organization is needed both in
business and non-business organizations. Not only this, organization will be needed
where two or mom than two people work jointly. Therefore, organization has the
quality of universality. Organization is related to people and the knowledge and
experience of the people undergo a change. The impact of this change affects the
various functions of the organizations. Thus, organization is not a process that can
be decided for all times to come but it undergoes changes according to the needs.
The example in this case can be the creation or abolition of a new post according
to the need.

8.7 NEED FOR ORGANIZING

1. The whole process of organizing helps in coordinating various jobs in the
department or division and by relating them to departmental work. It further
integrates and unifies the functioning of various departments in such a way as to
contribute to overall functioning of the organization.

2. Logical and clear cut division of work and delegation of authority among
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the various members’ leads to many befits. Every member knows very well that NOTES
what he is expected to contribute and what are the limits ofhis authority.

3. Organizing virtually means order and discipline both in respect to working
behaviour of the employees and their role and relationships.

4. The structure of the organization facilitates formal communication through
line of authority, established from top to lower levels. It also determines pattern of
interaction among various employees.

8.8 SIGNIFICANCE OF ORGANIZING

The significance of organizing can be summarized as follows:

a) Sound Communication Possible

Communication is essential for taking the right decision at the right time.
However, the establishment of a good communication system is possible only
through an organization. In an organization the time of communication is decided
so that all the useful information reaches the officers concerned which in turn help
the decision-making.

b) Increase in Managerial Efficiency

A good and balanced organization helps the managers to increase their
efficiency. Managers, through the medium of organization, make a proper distribution
of'the whole work among different people according to their ability.

¢) Proper Utilization of Resources

Through the medium of organization optimum utilization ofall the available
human and material resources of an enterprise becomes possible. Work is allotted
to every individual according to his/her ability and capacity and conditions ant
created to enable him to utilize his/her ability to the maximum extent. For example,
if an employee possesses the knowledge of modem machinery but the modem
machinery is not available in the organization, in that case, efforts are made to
make available the modem machinery.

d) Facilitates Co-ordination

In order to attain successfully the objectives of the organization, coordination
among various activities in the organization is essential. Organization is the only
medium which makes co-ordination possible. Under organization the division of
work is made in such a manner as to make all the activities complementary to each
other increasing their interdependence. Inter-dependence gives rise to the
establishment ofrelations which, in turn, increases co-ordination.
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e) Increase in Specialization

Under organization the whole work is divided into different parts. Competent
persons are appointed to handle all the sub-works and by handling a particular
work repeatedly they become specialists. This enables them to have maximum
work performance in the minimum time while the organization gets the benefit of
specialization.

f) Helpful in Expansion

A good organization helps the enterprise in facing competition. When an
enterprise starts making available good quality product at cheap rates, it increases
the demand for its products. In order to meet the increasing demand for its products
and organization has to expand its business. On the other hand, a good organization
has an element of flexibility which far from impeding the expansion work encourages
it.

8.9 PROCESS OF ORGANIZING

The steps in the process of organization are explained below:

1. Fixing the objectives of the organization

At the top level, administrative management first fixes the common objectives
of organisation. At the middle level, executive management fix the departmental
objectives. Lastly, at the lower level, supervisory management fix the day-to-day
objectives. All the objectives of the organisation must be specific and realistic.

2. Finding activities must for achieving objectives

After fixing the objectives, the top-level management prepares a list of different
activities (or works) which are required to be carried out for achieving these
objectives. This list is prepared at random without following any sequence or order.
This is a very important step because it helps to avoid duplication, overlapping and
wastage of efforts.

3. Grouping the similar activities

All similar or related activities having a common purpose are grouped together
to make departments. For e.g. all activities or works which are directly or indirectly
connected with purchasing are grouped together to make the Purchase Department.
So, various departments such as Purchase, Production, Marketing, Finance, etc.
are made. The grouping of similar activities leads to division of labour and
specialisation.
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4. Defining responsibilities of each employee NOTES

The responsibilities (duties) of each employee are clearly defined. This will
result in the selection of a right person for the right post /job. He / she will know
exactly what to do and what not to do. Therefore, it will result in efficiency.

5. Delegating authority to employees

Each employee is delegated (surrender or given) authority. Without authority,
the employees cannot carry out their responsibilities. Authority is the right to give
orders and the power to get obedience. The authority given to an employee should
be equal to the responsibility given to him.

6. Defining authority relationship

When two or more persons work together for a common goal, it becomes
necessary to clearly define the authority relationship between them. Each person
should know who is his superior, from whom he should take orders and to whom
he will be answerable? Similarly, each superior should know what authority he has
over his subordinates.

7. Providing employees all required resources

After defining the authority relationships, the employees are provided with all
the material and financial resources, which are required for achieving the objectives
of the organisation. So in this step, the employees actually start working for a
common goal.

8. Coordinating efforts of all to achieve goals

This is the last stage or step in the process of organisation. Here, the efforts of
all the individuals, groups, departments, etc. are brought together and co-
coordinated towards the common objectives of the organisation.

8.10 ORGANIZATION

Organisation are created because they perform tasks i.e. produce goods
and/ or services on a scale which is not possible for individuals. We live in a
society of organization, profit making as well as not for profit making. The standard
living in modern society would not have been possible but for the efficient functioning
ofbusiness corporations and public service organizations like universities, utilities,
public, judiciary and other government departments. Most of us are employees in
one of these organizations. Thus, proliferation of organisation has resulted in a
society of employees. Organisation may be studied in two perspective namely
micro and macro. In micro the focus ofthe study is on individual being. It concerns
itselfhow an individual learns, what it motivates him and what kind of leadership
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strategies might produce him the behaviour the leader wants. The macro view
considers organization as the unit of analysis in place of an individual. It is considered
with organizational goals, organizational structure, technologies used in organization
and how organization interacts with the environment.

Organization is a consciously coordinated social unit, composed of two or
more people, which functions on a relatively continuous basis to achieve a common
goal or set of goals. An organization is a social unit or human grouping, deliberately
structured for the purpose of attending specific goals. The term ‘Organization’ is
used in two different senses. In first sense, it is used to categorize the process of
organizing. In the second sense, it is used to reflect the outcome of that process
namely, the organization structure showing the relationships. Organization involves
the grouping of activities necessary to accomplish goals and plans, the assignments
of'these activities to appropriate department and the provision ofauthority delegation
and co-ordination.

8.11 MEANING OF ORGANISATION

Organization is the process of establishing relationship among the members
of the enterprise. The relationships are created in terms of authority and
responsibility. To organize is to harmonize, coordinate or arrange in a logical and
orderly manner.

8.12 DEFINITIONS OF ORGANIZATION

According to Sheldon, "Organisation is the process of so combining the
work which individuals or groups have to perform with facilities necessary for its
execution, that the duties so performed provide the best channels for efficient,
systematic, positive and coordinated application of available effort."

According to Chester I Bernard, "Organisation is a system of co-operative
activities of two or more persons."

Mec Ferland has defined organisation as, "an identifiable group of people
contributing their efforts towards the attainment of goals".

According to Louis A Allen, "Organisation is the process ofidentifying and
grouping the work to be performed, defining and delegating responsibility and
authority, and establishing relationships for the purpose of enabling people to work
most effectively together in accomplishing objectives.

According to North Whitehead, "Organisation is the adjustment of diverse
elements, so that their mutual relationship may exhibit more pre-determined quality."
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According to Mooney and Railey, "Organisation is the form of every human NOTES
association for the attainment ofa common purpose.”

According to John M Pfiffner and Frank P Sherwood, "Organisation is
the pattern of ways in which large number of people, too many to have intimate
face-to-face contact with all others, and engaged in a complexity of tasks, relate
themselves to each other in the conscious, systematic establishment and
accomplishment of mutually agreed purposes.”

According to C. Davis, “Organization is a group of people who are united
by a common purpose. As business entity, it can be defined as an ongoing business
unit employing the various resources to create results”.

According to L. H. Haney, “Organization is a harmonious adjustment of
specialized parts for accomplishment of some common purpose or purposes”.

8.13 NATURE OF ORGANIZATION

The nature of organisation can be summarised as follows:

1. Organization as a process: Organization is a continuous process through
which work is allotted among the employees and optimum coordination is
established in order to achieve the goals of the organization. It is concerned with
identifying and grouping of activities to be performed.

2. A creative ideology: Organization is a creative ideology. It gives new
thoughts, new ideas and new styles with the combination of skilled and unskilled
employees. The main aim of the Organization is to create something new by
teamwork.

3. Organization as group: Organization is a group ofrecognized persons
who contribute their efforts for the attainment of goals. It is system of cooperative
activities of two or more persons.

4. Organization as a mechanism of management: Organization
coordinates various other functions of management. It directs, coordinates and
controls all managerial activities of the Organization hence it works as a mechanism
of management. It is a mechanism of management as its main aim is to make
function of management easy.

5. Organization as function: Organization is one of the important functions
of management. The person behind this fact is that Organization combines other
activities of business.

6. Organization as system: It is system of cooperative activities of two or
more persons for the attainment a common purpose, and whenever an analysis is
being done, one has to do for the firm in full consolidation. This way organization
1s a system.
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7. Organization as a structure of relationship: Organization is also
interpreted by some writers as structure of relationships among positions and jobs
for the purpose of achieving enterprise objectives.

8. Organization as a ‘Means’ and ‘End’: It is also another important fact
about the nature of organization that it is a means and not the end. Organization is
connecting port that defines, establishes and allots work, system, activity and it
directs and control all these allotted works also.

8.14 PURPOSE OF AN ORGANIZATION

The purposes of an organisation are:

1. Facilitates attainment of objectives through proper co-ordination of all
activities.

2. Minimizes the conflicts between individuals over jurisdiction.

3. Eliminates over lapping and duplication of work.

4. Decreases likelihood of “run-arounds”.

5. Aids in wage and salary administration.

6. Facilitates easier and better communication at all levels ofthe organizational
hierarchy.

7. Permits effective delegation and decentralization.

8. Provides for optimum use of technological improvements and enhance the
efficiency of the workers quantitatively and qualitatively.

9. Creates clear cut lines of authority and responsibility in an organization,
thus improving the activating and controlling functions of the manger.

10. Facilitates an orderly growth and expansion of the enterprise.

8.15 PRINCIPLES OF ORGANIZATION

Principles of organization refer to those well established and accepted general
statements which are to be used in the process of organizing to purpose a sound
organizational structure. These principles serve as general guidelines for mangers
for evolving sound and more effective pattern of relationship in designing the
organization. Some ofthese principles are outlined below.

1. Principle of division of labour: This is one of the most important principles
which represent division of work and activities into small tasks and jobs necessary
for achieving a set of objectives. Each job is assigned to individual, who performs
it repeatedly for a long period of time and gets specialized knowledge about it.
Subsequently he would be able to perform it with less effort and time which may
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lead to higher efficiency. Thus the principle of division of labour encourages job NOTES
specialization, increase efficiency of the employees and facilitates smooth flow of
work.

2. Principle of functional definition: According to this principle the functions
to be performed by an individual employee or by a department must be well-
defined. This principle also suggests that the job, activities, role, relationship and
expected results should be specifically spelt out in terms of functions. It involves
defining the job clearly, laying down an amount of authority given to job-holders,
describing his relationship with other and establishing the desired level of
performances for him. This is to done with a view to making job-holder responsible.

3. Principle of scalar chain: It is also called as line of authority or chain of
command. It is unbroken line of authority or scalar chain from the top to the lowest
level. This scalar chain is established on account of assignment of work and
delegation of authority from higher to lower level. Every employee is attached to
the scalar chain in the relationship of superior and subordinate. This chain promote
smooth communication between superior and subordinate and facilitates effective
decision-making, gives a sense of confidence to the managers decisions within the
extent of authority.

4. Principle of span of control: This principle refers to the number of
subordinates to be placed under the command of the manager whose work he can
manage efficiently. It recognizes that there is a limit in each managerial position of
the number of subordinates, individual manger can mange at a time.

5. Principle of unity of command: This principle implies oneness of
command and single source of authority over a subordinate. According to this
principle at the time of designing a structure of an organization, the rule of one
subordinate and one superior should be followed. It suggests that to bring a grater
feeling of personal responsibility for results, an individual must have a reporting
relationship to a single superior. He/she should get orders and instructions regarding
the work only from one superior.

6. Principle of objective: This principle says that an organization should be
designed in perfect accordance with the goals of the business. In view of this first,
the objectives of the business concern should be clearly stated. This helps the
management in formulating the organization with the minimum cost and effort.

7. Principle of responsibility: This principle depicts that the responsibility
in consideration to the delegated authority must be absolute and clear. No person
should be free from the defined responsibility. It means that the superior should be
held responsible for the acts ofhis/her subordinates to whom he/she has delegated
authority.
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8. Principle of flexibility: It states the adequate provisions of flexibility should
be made inrespect of organizational structure. It suggests that the structure of an
organization should be designed to permit growth and diversification.

9. Principle of efficiency: The organizational structure should be designed
in such a way as to facilitate efficient accomplishment of objectives. It further
states that the structure should permit optimum utilization of resources. Since the
organization is an ‘input-process-output’ system, it should be designed and directed
in such a manner wherein with minimum inputs maximum output is created.

10. Principle of continuity: It states that while designing the structure ofthe
organization due care should be taken to maintain continuity in respect of its existence
and functioning. It may function continuously only when it is capable of coping with
the changing environment and maintaining.

11. Principle of parity between authority and responsibility: Here
authority vested in a manger should be equal to responsibility assumed by him.
The principle suggests that there should be complete balance or parity between
authority and responsibility, only that much authority should be delegated which is
needed for carrying out the assigned job.

12. Principle of cooperation: This principle concerned with functional aspects
rather than its design. An organization is concerned as a team work aimed at
achieving objectives. Therefore all members should perform the assigned work in
corporation with each other. Any kind of disagreement clash or conflicting situation
may lead to inefficiency and poor performance.

8.16 INFLUENCE OF SOCIO-CULTURAL FACTORS
ON ORGANIZATION

Social and cultural factors are important to consider while creating and
implementing a marketing strategy of a company. These often-linked but somewhat
different factors have diverse effects on the decisions of consumers and buyers.
Basically, sociocultural factors are customs, lifestyles and values that characterize
a society. More specifically, cultural aspects include aesthetics, education, language,
law and politics, religion, social organizations, technology and material culture,
values and attitudes. Social factors include reference groups, family, role and status
in the society. Small-business owners should be aware of and understand these
factors' connection with buying habits.

1. Education and Language

The average level of education in a society affects the interests and
sophistication of consumers. For example, in a community in which a high
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percentage of potential customers have some form of post-secondary education, NOTES
small-business owners might use more details and explanations while advertising

and promoting products. The spoken language of the community is a decisive

factor on the labeling and advertising of the products. Consider the foreign language

skills in the society while advertising.

2. Social Organization

As part ofthe culture, social organization is the way a society organizes itself,
how it considers kinship, status system, social institutions and interest groups. For
example, the role of women in a society, whether they are the decision-makers in
shopping, for example, is a decisive factor in marketing. A major interest group in
the area such as oil companies in Texas can also influence society. The marketing
of'a small business can be successful by building its advertising strategy on women
or moms, a specific interest group or a leader that has the biggest influence in the
community.

3. Reference Group and Family

Because people are social beings, each person has people around him/her
who influence his/her decisions in some way. Reference groups comprise people
with whom individuals compare themselves. Family members, relatives, neighbors,
friends, co-workers and seniors at workplace can form reference groups. Well-
known and respected idols in society serve as examples in lifestyle, values and
buying habits. Family is a specific reference group and can play the most important
role in influencing the buying decisions of the individuals. Spouses, children or
grandparents have different needs and necessities. Being aware of and finding the
major reference groups, persons or family structures in a community and building
marketing on them can help small businesses achieve success.

4. Role and Status in Society

A person's role in society and social status affects his/her buying decisions.
Each person plays a dual role in society depending on the group to which he/she
belongs. An individual working as president at a reputed firm is also someone’s
wife and mother at home. The social status is also a relevant factor; an individual
from an upper-middle class would spend on luxurious goods, while an individual
from a lower income group would buy items required for basic needs. Knowing
the income information of the potential customers gives the small-business owner
an edge, allowing her to have more information about customer habits and
implement a successful marketing strategy.
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8.17 TYPES OF ORGANIZATION

The general types of organizational design which are well recognized are
given as under:

1. Formal Organization

2. Informal Organization

1. Formal Organization

The formal organization is the pattern of activities, process, managerial role
relationships which are deliberately planned and structured by the management of
that organization to accomplish the organizational objectives. Formal organization
is a form of organization where people work together because of their official
placements and assigning of work. By means ofrules, policies and other regulations
of'the organization, it prescribes the relationships amongst the people working in
the organization. In this way all enterprises that have well system of well defined
positions, authority, responsibility, relationships, and rules, polices are considered
formal organization.

A formal organization is the relationship between members of the organizational
is official, recognized and well structured. The flow of communication among the
organization members is well planned officially. All rules and regulations of the
organization are effectively framed by the top management well in advance.

Meaning of Formal Organisation

The formal organization refers to the structure of jobs and positions with
clearly defined functions and relationships as prescribed by the top management.
This type of organization is built by the management to realize objectives of an
enterprise and is bound by rules, systems and procedures.

Definition of Formal Organization

According to Chester Barnard, “An organization is formal when the activities
of two or more persons are consciously co-coordinated towards a common
objective”.
Features of Formal Organization

The features of formal organization are:

1) Formal organization structure is laid down by the top management to achieve
organizational goals.

i1) Formal organization prescribes the relationships amongst the people working
in the organization.
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ii1) The organization structures is consciously designed to enable the people NOTES
of'the organization to work together for accomplishing the common objectives of
the enterprise

1iv) Organization structure concentrates on the jobs to be performed and not
the individuals who are to perform jobs.

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

vi) A formal organization is bound by rules, regulations and procedures.

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

viil) Organization structure is based on division of labour and specialization to
achieve efficiency in operations.

ix) A formal organization is deliberately impersonal. The organization does
not take into consideration the sentiments of organizational members.

x) The authority and responsibility relationships created by the organization
structure are to be honoured by everyone.
Advantages of Formal Organization

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

i1) The organization structure enables the people of the organization to work
together for accomplishing the common objectives of the enterprise.

111) The formal organization structure concentrates on the jobs to be performed.
It, therefore, makes everybody responsible for a given task.
Disadvantages of Formal Organization

1) The formal organization does not consider the goals of the individuals. It is
designed to achieve the goals ofthe organization only.

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

111) The formal organization does not take into consideration the sentiments of
organizational members.
Types of Formal Organization

1. Line Organization

2. Line and staff Organization
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3. Functional Organization

4. Matrix Organisation

Line Organization

It is one of the oldest forms of organizational structure; all other forms are
modifications of it they directly or indirectly relay on it. Line organization is a basic
framework for the whole organization. This is the simplest form of organization
structure, in which the line of authority flows vertically downward from top to
bottom throughout the organization. Every person is in charge of all under him and
husely himselfhis accountable to his/her superior only. This organization is a vertical
structure where one person delegates authority to his/her subordinate and who in
turn delegates to his/her subordinate and so on.

Aline organization each department is generally a complete self sustaining
unit. It acquires its names because the direct single lines of authority and
responsibility between an officer and his/her subordinates. Thus the line type of
organization forms a line from the verytop to the bottom ofthe organization structure.

Types of Line Organization
The line organization can be oftwo types:

1. Pure line organization 2. Departmental Line organization

1. Pure line Organization

In pure line organization activities at any level of organization are same with
each employee performing same type of work and departments are created only
to facilitate control and direction.

For example, if three sales managers work under the command of marketing
manger dealing with sales activities of same product in different area, it is known
as pure line organization.

2. Department line Organization

In this type of organization, the whole unit is divided into different departments
that are convenient for control purposes. Again even within a department, there
may be several sub departments. For example, in production department, there
may be number of foreman each in charge ofa sub department and controlling a
certain number of workers.

Characteristics of Line Organization

Line organization has the following characteristics:

1. Inline structure, authority flows from the top to lower through various
managerial positions.
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2. Flow of responsibility starts from lower levels to higher ones. Every NOTES
subordinate is accountable to his immediate superior. For performing work assigned
to him.

3. There is direct reporting relationships between superior and subordinate.

4. All managers work in a line authority in the relationship of superior and
subordinate and are known as line manager.

5. Line mangers has line authority, she/he performs line activities and functions
and is directly responsible for achieving objectives of organization.

6. Line activities are those activities which are core activities and are essential
for achieving organizational goals.

7. The principle of unity of command is followed for designing line structure.

Advantages Line Organization

1. Line structure is quite simple to understand and to implement and no
complications are involved in it.

2. There is a clear cut division of authority and responsibility among various
positions in the organization.

3. The operational cost of line structure is minimum as compared to other
forms.

4. In line organization, there is high degree of flexibility because when
organization grows in size and volume, additional work either can be shared by
existing departments or new department can be crated easily.

5. Line structure serves as ground for training and development of all
managerial personnel.

6. In line structure decisions can be made promptly by the manager because
enough authority is delegated to them for this purpose.

7. It is ideal form of organization especially for small sized enterprise engaged
in a business of simple nature.

8. It facilitates communication by providing line of command as channel.

9. Due to unity of command, discipline can be maintained among employees,
their activities can be effectively controlled and they cannot sidetrack their
responsibility.

Limitations Line Organization

1. Onaccount of excess working load their working efficiency is also bound
to decrease.
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2. Duplication of similar type of activities in every department may further
enhance operating cost of organizational and it remains no more economical.

3. Line organization doesn’t encourage and permit use of specialized services
from outside and no provisions are made to introduce specialized supportive
services in organizational structure.

4. Line managers are preoccupied with heavy workload. They have to perform
all kinds of activities, not only key activities but supportive activities also.
Consequently they so not get enough time to devote on basic managerial functions.

5. One ofthe major drawbacks is that it tilts towards bureaucratic form and
ignores human needs and values which are affecting working behaviour of the
employees.

6. The line mangers don’t normally posses required knowledge for performing
each and every activity assigned to them. Due to changes in the nature of business
many new dimensions have been added to existing set of activities which calls for
specialized knowledge on the part of managers. But it is not possible for the line
manger to acquire all sort of specialization.

7. Inthe event of growth and development of organization further differentiation
in activities is needed; this does not seem to be feasible in case of line organization.

Line and staff Organization

In aline and staff organization, the work administration of business units is
divided into two broad divisions namely the staff which is responsible for planning
and the line for actual execution of the work. The staffs are attached to the line to
assist the line in discharging its duties efficiently. This method clearly distinguishes
the differences between the two aspects of administration namely planning and
execution. In the line and staff organization the functional specialist are added to
the line giving the line the advantage of specialist advisor on all important matters.
Staffs are basically advisory in nature and usually do not possess any command
over line executives.

In view of inadequacies and drawbacks associated with the line organization
and due to growing complexities of modern business certain modifications are
introduced in line form and another form is developed which is line and staff
organization. In line and staff organization a distinction is made between line positions
from those in formal line of authority and staft positions from those serving in
advisory capacity outside formal chain of command. The line managers have
authority to make decisions and give orders to subordinates in the chain of
command, where as those who occupy staff positions merely advice, help and
support line managers. They don’t have any relationship authority. The rationale
behind the development of this form is to separate line activities which are basic
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and core in nature from other supportive or auxiliary activities which are to be
performed by specialized staff. Hence in line and staff organization both line activity
units as well as staff activity units coexist. Staff units render various types of services
to line activity units, so as to facilitate performance of line activities in a satisfactory
manner.

Meaning of Line and Staff Organisation

Line and staff organization is a modification of line organization and it is more
complex than line organization. According to this administrative organization,
specialized and supportive activities are attached to the line of command by
appointing staff supervisors and staff specialists who are attached to the line authority.
The power of command always remains with the line executives and staff supervisors
guide, advice and council the line executives.

Types of Staff

1. General staff

These staffs consist of group of experts and serves as assistant to top
management. They provide advice on certain matters. Special assistants, assistant
manager, deputy chair persons are some examples of service staftf departments.

2. Specialist staff

a) Advisory staff: This is important staffs which provide ownselling to line
managers. [t makes a detailed study of problems faced by the managers, offers
suggestions and prepares plans for the use and help ofthe managers

b) Service staff: It provides a better service consisting of activities that been
separated fromthe line job. Personnel, R&D, purchasing are some of the examples

¢) Control staff: Staff who directly or indirectly has authority to control over
other units in an organization. They control directly by serving as an agent for a line
manager or indirectly through policy interpretation and procedural compliance.
Quality control staff, material inspection staff, performance appraisal staff are some
of the examples.

Characteristics Line and staff Organization

1. In line and staff organization, there are two types of relationships i.e. line
and staft

2. Line managers work in line authority give orders to subordinate and are
directly responsible for achieving organizational objectives.

NOTES
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3. Staffs specialists are having specialized knowledge of their respective areas,
perform supportive and auxiliary activities and guide, help and advise the line
managers.

4. Line managers and staff specialists are not in the relationship of superior
and subordinate, because staff specialists are appointment beyond line of authority
and they work independently.

5. Like line organization, this structure is also marked by unity of command.

Advantages Line and staff Organization

1. Line mangers get the benefit of specialists’ advice on all important matters
at various levels.

2. Specialized advice improves the quality of decisions resulting in operational
efficiency and economy.

3. Staff specialists relieve the line authorities of botheration of concentration
on specialized staff function like selection and training, purchasing, public relations.

4. Line and staff has greater flexibility, since required specialists can be added
to help line mangers at various levels.

5. The enterprise besides taking advantage of functional organization, maintain
the principle of unity of command.

Disadvantages Line and staff Organization

1. By introducing staff relationship in the line structures the overall organizational
structure becomes more complicated and complex.

2. Line and staff structure also suffers from the drawback of poor co-
ordination, because of dual relationship in organization.

3. Line and staff structure, may also results in high operating cost especially if
the services of staff specialists are not properly used in a desirable manner.

4. The position of staft specialists in organization seems to be very weak
because they do not have any authority to assert on line mangers and do not
assume any responsibility.

5. In this type of organizational structure difference of perceptions and
orientation of line and staff managers does create serious problem with respect to
smooth functioning of the organization.

6. Due to many reasons clash and conflict occur between line mangers and
staff specialist.
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Functional Organization NOTES

In functional organization the task of management and direction of subordinates
should be divided according to the type of work involved. All activities are grouped
together according to certain functions like production, marketing, finance, personnel
etc. and are put under the charge of different persons. All the persons in the
organization dealing with a particular function are put under the charge of person
controlling that particular function. The person in charge of function is a specialist
init and brings out the best in him. In case a person performs a number of functions
then he will be accountable to all those persons who are in charge ofthose areas.

Under this type of organization men with special abilities or training in a
specialized function may be employed. These specialists will be performing the
functions which are common to different under one organization. Thus under the
functional type of organization functions are performed by a specialist.

The workers under functional type of organization receive instructions froma
specialist in each of several supervisory functions, which are assigned to the different
specialists. In functional structure activities of the organization are grouped into
various units on the basis of functions which are to be performed with regard to
that of group to those group activities. Each functional head is given full authority
over those functions irrespective of level at which they are performed. In functional
organization authority does not flow from top to bottom in the line. Instead each
activity is divided according to functions. And the manger having specialized
knowledge is made in charge of that group activity.

Meaning of Functional Organisation

Functional organisation refers to the classic organizational structure where
the employees are grouped hierarchically, managed through clear lines of authority,
and report ultimately to one top person.

Characteristics Functional Organization

1. In functional organization the activities of organization are grouped in
different departments or division on the basis of functions which are required to be
performed for that group.

2. Each functional department is too headed by the manger that has specialist
knowledge of'that function.

3. The functional headed will exercise final authority over that function
irrespective oflevel at which it is being performed.

4. In this kind of structure, unity of command is broken because on subordinate
has to seek orders and instructions from two or more functional mangers. The
functional authority of the manger extends into activities of several work units.
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Advantages Functional Organization

1. It facilitates prompt decision making because required authority with regard
to particular group of activity is delegated to the departmental head.

2. The functional organization provides wide scope for the growth and mass
production. The employment of specialist at various levels of work enables the
organization to grow as per the needs of the situation.

3. Consistency and uniformity can be maintained with regard to functioning
of various work units operating under the command of functional heads.

4. The use of specialists helps in controlling the waste of materials, money
and time. The consolidation of activities leads to optimum use of facilities like
office accommodation, plant and machinery.

5. Functional organization allows changes in organization without disturbing
the whole work. The span of supervision can also be adjusted according to the
organization.

6. Every superior is an expert in his/her own area and she/he will be successful
in making proper planning and execution. The superiors being well acquainted
with the work, will be able to improve the level of supervision.

7. This type of organization eliminates one man control. There will be a joint
control and supervision in the organization. This boosts the morale of employees
and also encourages a sense of co-operation among them. The democratic approach
motivates workers to go deep into their work and make suggestions for work
improvement.

Disadvantage Functional Organization

1. Due to multiplicity of command in organization its structure becomes very
complicated and complex.

2. It becomes very difficult to coordinate functioning of several work units
under the command of functional mangers, because each work unit is subject to
many more functional commands.

3. Itis also found in functional structure that specialization exceeds desired
limit and beyond which its advantage may be outnumbered by the cost incurred to
achieve it.

4. The principle of unity of command is violated as result of which indiscipline
crops in among the employees, they can sidetrack their responsibility and their
activities cannot be controlled efficiently.

5. Divided loyalty of head of the work units may also result in the creation of
conflicting situations.
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Matrix Organization NOTES

Some organizations find that none of the afore-mentioned structures meet
their needs. One approach that attempts to overcome the inadequacies is the matrix
structure, which is the combination oftwo or more different structures. Functional
departmentalization commonly is combined with product groups on a project basis.
For example, a product group wants to develop a new addition to its line; for this
project, it obtains personnel from functional departments such as research,
engineering, production, and marketing. These personnel then work under the
manager of the product group for the duration of the project, which can vary
greatly.

Matrix management is a technique of managing an organization (or, more
commonly, part of an organization) through a series of dual-reporting relationships
instead ofa more traditional linear management structure. In contrast to most other
organizational structures, which arrange managers and employees by function or
product, matrix management combines functional and product departments in a
dual authority system. In its simplest form, a matrix configuration may be known as
a cross-functional work team, which brings together individuals who report to
different parts ofthe company in order to complete a particular project or task.
The term “matrix’ is derived from the representative diagram ofa matrix management
system, which resembles a rectangular array or grid of functions and product/
project groups.

The practice is most associated with highly collaborative and complex projects,
such as building aircraft, but is also widely used in many product/project management
situations. Even when a company does not label its structure a matrix system or
represent it as such on an organization chart, there may be an implicit matrix structure
any time employees are grouped into work teams (this does not normally include
committees, task forces, and the like) that are headed by someone other than their
primary supervisor.

Meaning of Matrix Organisation

Matrix Organisation is an organizational structure that facilitates the horizontal
flow of'skills and information. It is used mainly in the management of large projects
or product development processes, drawing employees from different functional
disciplines for assignment to a team without removing them from their respective
positions.

Advantage of a Matrix Organisation

One advantage of a matrix structure is that it facilitates the use of highly
specialized staffand equipment. Rather than duplicating functions as would be
done in a simple product department structure, resources are shared as needed.
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In some cases, highly specialized staft may divide their time among more than one
project. In addition, maintaining functional departments promotes functional
expertise, while at the same time working in project groups with experts from
other functions fosters cross-fertilization of ideas. The matrix organizational structure
divides authority both by functional area and by project. In a matrix structure,
each employee answers to two immediate supervisors: a functional supervisor and
a project supervisor. The functional supervisor is charged with overseeing employees
in a functional area such as marketing or engineering. Project supervisors manage
a specific and often impermanent project. They absorb employees from various
functional areas to complete their project teams. This kind of organizational structure
has several advantages.

i) Resource Coordination

The matrix structure allows supervisors to focus on their areas of expertise.
Functional supervisors focus on hiring, training and managing employees in their
field, while project supervisors can focus on achieving the goals of their specific
projects or products.

ii) Specialization

Placing employees in functional areas allows them to specialize in a particular
field. Instead of being good at a variety of'tasks, specialized employees can excel
at tasks in their field of focus.

iii) Breadth of Skill

When isolated in a functional area, employees may have more difficulty
benefiting from the skills and experiences of those in other areas. In a matrix
structure, employees have constant contact with members of other functional areas
via their membership in project teams. Through the project team, employees have
the opportunity to develop a wider set of skills than they would in a purely functional
structure.

iv) Communication

Since employees have constant contact with members of different functional
areas, the matrix structure allows for information and resources to travel more
fluidly between those functional areas. The collaboration between functional areas
allows a project team to better handle complex challenges and objectives.

v) Flexibility

The matrix structure allows for human resources to be shared flexibly across
different projects or products. Functional areas maintain a stock of talented
employees to meet projects’ requirements.
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Disadvantages of a Matrix Organization NOTES

The disadvantages of a matrix organization arise from the dual reporting
structure. The organization’s top management must take particular care to establish
proper procedures for the development of projects and to keep communication
channels clear so that potential conflicts do not arise and hinder organizational
functioning. In theory at least, top management is responsible for arbitrating such
conflicts, but in practice power struggles between the functional and product
manager can prevent successful implementation of matrix structural arrangements.
Besides the product/function matrix, other bases can be related in a matrix. Large
multinational corporations that use a matrix structure most commonly combine
product groups with geographic units. Product managers have global responsibility
for the development, manufacturing, and distribution of their own product or service
line, while managers of geographic regions have responsibility for the success of
the business in their regions.

1) Members of project teams may have divided loyalties as they report to two
line managers. Equally, this scenario can put project team members under a heavy
pressure of work.

11) There may not be a clear line of accountability for project teams given the
complex nature of matrix structures.

1) Difficult to co-ordinate.

1v) It takes time for matrix team members to get used to working in this kind
of structure.

v) Team members may neglect their functional responsibilities.

Informal Organization

Informal organizations arise from the personal and social relations ofthe people
not established by any formal authority. The people cut across formal channels
and communicate amongst each others. It is influenced by the personal attitudes,
whims likes and dislikes. An informal arises spontaneously even though they may
not be required by the formal authority. A manager can establish or cancel any of
the formal organizations. However he can neither create nor cancel an informal
organization. The informal organizations are a powerful instrument in all organizations
and exert a great influence on the work groups. In fact it must be reckoned with by
management. An informal organization exists in every enterprise and all levels of
managerial hierarchy. However there cannot be a completely formal or a completely
informal organization.
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Meaning of Informal Organisation

Informal organization refers to the relationship between people in the
organization based on personal attitudes, emotions, prejudices, likes, dislikes etc.
an informal organization is an organization which is not established by any formal
authority, but arises from the personal and social relations of the people.

Definition of Informal Organisation

According to C. I. Barnad, “Informal organization brings cohesiveness to a
formal organization. It brings to the members of a formal organization a feeling of
belonging of status, of self respect and of gregarious satisfaction”.

Features of Informal Organisation

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

11) Informal organization is not established by any formal authority. It is
unplanned and arises spontaneously.

1i1) Informal organizations reflect human relationships. It arises from the personal
and social relations amongst the people working in the organization.

1iv) The inter-relations amongst the people in an informal organization cannot
be shown in an organization chart.

v) Inthe case of informal organization, the people cut across formal channels
of communications and communicate amongst themselves.

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

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

vii) Informal organizations are based on common taste, problem, language,
religion, culture, etc. it is influenced by the personal attitudes, emotions, whims,
likes and dislikes etc. of the people in the organization.

Advantages Informal Organization

1. When an informal systems operating effectively, it encourages delegation,
decentralization and greater support of the manager. This results in improvements
in performance and overall productivity.

2. For example, if a manager is weak in planning his subordinates may assist
him informally.

3. Informal system provides a means for relieving employees from frustration,
tension and emotional problems with management and other employees.
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4. There will be improved relations with the subordinates. A manager at times NOTES
consults the informal leaders and seeks their cooperation in getting the things done
from the workers.

5. Member of the informal group confining to certain norms of behaviour
brings discipline and order among the employees of the organization.

6. Informal leaders will have high talents and skills can be picked up by the
management and giving them required training can develop future executives.

Disadvantage Informal Organization

1. Informal groups may have tendency to resist changing because of
perpetuation of values and life-styles.

2. Negative attitude of informal leaders may become a source of conflict
between the management and worker. The leader may induce the group member
to work against the policies and interests of the organization.

3. Social control promotes and encourages conformity among informal group
members, thereby making them reluctant to act too aggressively or perform at a
high a level. This can harm the formal organization by shifting initiative, creativity
and diversity of performance.

4. Very often, ill informed employees communicate unverified and untrue
information which may create conflict and misunderstanding and a devastating
effect on employees.

8.18 DEPARTMENTATION

Departmentation is a process resulting out of choice to group tasks according
to some criterion. The resultant process of departmentation includes decisions
regarding segregating organizational work, allocation of work to persons, telling
all mvolved who is in charge and provide for the support needed by those. Given
the nature of these choices and decisions, departmentation and the criteria or bases
used for creating departments can have serious impact on the organization's
effectiveness.

8. 19 MEANING OF DEPARTMENTATION

Departmentation is a process of dividing and sub-dividing each activity in
small jobs and tasks and further combining and grouping them into administrative
departments. By conducting the process of departmentation, the activity structure
of organization is prepared. The activities so grouped up are places horizontally
and around these groups, authority structure is also crated.
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8.20 DEFINITION OF DEPARTMENTATION

The grouping of similar activities of business concern into small units for the
purpose of facilitating administration is called departmentation.

According to Koontz and O’ Donnell, “Departmentation is a process of
dividing the large monolithic functional organization into small and flexible
administrative units.”

8.21 NEED AND IMPORTANCE OF
DEPARTMENTATION

1. As Departmentation involves the grouping of activities and employees into
various departments, it increases the operating skill and efficiency of organization.

2. Departmenation involves division of functions and fixation of responsibilities
to different executives, which makes the executives alert and different.

3. The managers in charge of different departments are given certain powers
and are allowed to take their own decisions, which increase their prestige and
skill.

4. The activities of various departments can be evaluated by the management
and pinpoint the departments which are not managed properly. This makes the
departmental manager efficient.

5. As departmentation involves division of functions and responsibilities among
different executives, there is scope for expanding the organization to an indefinite
degree.

6. Departmentation also provides some other advantage such as facilitating
budget preparation, effective control of expenditure, attaining specialization etc.

8.22 TYPES OF DEPARTMENTATION OR
ORGANISATION STRUCTURE

Various types departmentation are as follows:

1. Departmentation by Product

2. Departmentation by Function

3. Departmentation by Regions or Territories/ Areas
4. Departmentation by Customers

5. Departmentation by Process

6. Matrix Departmentation
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1. Departmentation by Product NOTES

Product departmentation is the process of grouping activities by product line.
Tasks can also be grouped according to a specific product or service, thus placing
all activities related to the product or the service under one manager. Each major
product area in the corporation is under the authority ofa senior manager who is
specialist in, and is responsible for, everything related to the product line. Dabur
India Limited is the India’s largest Ayurvedic medicine manufacturer is an example
of company that uses product departmentation. Its structure is based on its varied
product lines which include Home care, Health care, Personal care and Foods.

Merits of Departmentation by Product
1) It ensures better customer service.
i1) Unprofitable products may be easily determined.
111) It assists in development of all around managerial talent.
1v) Makes control effective.

v) It is flexible and new product line can be added easily.

Demerits of Departmentation by Product
1) Itisexpensive as duplication of service functions occurs in various product
divisions.
i) Customers and dealers have to deal with different persons for complaint
and information of different products.

2. Departmentation by function

This method of departmentation refers to grouping of activities of the enterprise
into major functional departments like production, sales, purchase, accounts,
personnel etc. Functional departmentation is the process of grouping activities by
functions performed. Activities can be grouped according to function (work being
done) to pursue economies of scale by placing employees with shared skills and
knowledge into departments for example human resources, finance, production,
and marketing. Functional departmentation can be used in all types of organizations.

Merits of Departmentation by Function
1) Advantage of specialization.
i1) Easy control over functions.
i) Pinpointing training needs of manager.

1v) It is very simple process of grouping activities.

Unit 8: Organizing Page 197 of 614



Principles of Management & Organisational Behaviour Uttarakhand Open University

NOTES Demerits of Departmentation by Function
1) Lack of responsibility for the end result.
11) Overspecialization or lack of general management.

i) It leads to increase conflicts and coordination problems among departments.

3. Departmentation by regions or territories/ Areas

Under this method, activities are grouped area wise and assigned to the
concerned area managers. It is especially useful for large scale enterprises, which
are geographically spread out.

They can divide their activities into zones, divisions and branches:

Merits of Departmentation by Areas
1) Exploitation oflocal control markets
11) Effective control
1) Effective co-ordination
1v) Opportunities for managers to improve their skills

v) Suitable for large scale operations

Demerits of Departmentation by Areas
1) Increase in overhead costs
11) Duplication of activities
ii1) Costly

1iv) Lack of communication

4. Departmentation by Customers

An enterprise may be divided into a number of departments on the basis of
the customers that it serves. Such an organization helps managers to satisfy the
customers’ requirements more conveniently and successfully.
Merits of Departmentation by Customer

1) Promotes specialization

11) Better service to customers

11) Helps service to customers

1iv) Helps to earn goodwill

Demerits of Departmentation by Customer

1) Under utilization of resources
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11) Duplication of activities NOTES

11) Lack of co-ordination

5. Departmentation by Process

In this method the enterprise is organized on the basis of process involved in
the manufacturing ofa product. The activities are grouped on the basis of various
manufacturing processes.

Merits of Departmentation by Process
1) Facilities maintenance of equipment
1) Effective performance control
1i1) Economy in operation
1v) Specialization

v) Suitable for organization that involves a number of processes in
manufacturing

Demerits of Departmentation by Process
1) Requires more space and investment
i1) Costly

ii1) Inefficient operation in one process may adversely affect other process

6. Matrix Departmentation

In actual practice, no single pattern of grouping activities is applied in the
organization structure with all its levels. Different bases are used in different segments
of the enterprise. Composite or hybrid method forms the common basis for
classifying activities rather than one particular method,. One of the mixed forms of
organization is referred to as matrix or grid organization’s According to the situations,
the patterns of Organizing varies from case to case. The form of structure must
reflect the tasks, goals and technology if the originations the type ofpeople employed
and the environmental conditions that it faces. It is not unusual to see firms that
utilize the function and project organization combination. The same is true for
process and project as well as other combinations. For instance, a large hospital
could have an accounting department; surgery department, marketing department,
and a satellite centre project team that make up its organizational structure.

Merits of Matrix Departmentation
1) Efficiently manage large, complex tasks

i1) Effectively carry out large, complex tasks
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Demerits of Matrix Departmentation
1) Requires high levels of coordination
i1) Conflict between bosses

1i1) Requires high levels of management skills

8.23 ORGANIZATION STRUCTURE FOR A PROJECT
TEAM

Because project teams exist only from when the project starts until when it
completes, the organizational structure typically reflects the temporary nature of
the business. Team members might assemble from different organizations across
the company. In addition to their regular boss, they must take direction from the
project manager. Additionally, project stakeholders or even customers might dictate
project tasks. Establishing an effective organizational structure depends on the
project management strategy.

i) Size
Project teams should be as small as possible. Only employees who add value
and complete tasks should be assigned to the project team. Small working teams

can form and establish their own protocol for getting tasks done more quickly than
larger groups.

ii) Sponsorship

Project work needs to be sponsored and funded by executive leadership in
order to be effective. Without a stakeholder who represents the company's strategic
goals, the project might not meet expectations. At the beginning of each project,
the assigned project manager should meet with the stakeholders to analyze their
input. Once that engagement has taken place, planning documents can be written,
including a work breakdown structure that lists the resources that need to be
assigned to the team.

iii) Types

Matrix organization models allow project teams to incorporate resources
from across the company. In some project teams, the project manager and team
member's functional managers have equal authority over the staff. In a strong matrix
model, the project manager has more authority. In a weak matrix model, the
functional manager has more power. Ifthe project manager has complete control
over the project, the project team members can concentrate exclusively on the

project tasks and communication tends to be less complex because fewer people
get involved.
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iv) Project Manager Responsibilities NOTES

Project managers typically organize all resources and activities. The project
manager identifies the tasks, assigns resources according to skills and knowledge
of team members and monitors progress toward achieving stated goals. Often, the
project manager must handle resistance to his authority. For example, over the
course ofa project, the manager might reference his experience with technology
or other subject matter to reinforce his position. At other times, project managers
provide incentives and rewards to encourage team members to perform well. If
conflicts arise, the project manager can exercise his formal power that has been
assigned to him by the stakeholders, coerce team members to act appropriately or
discipline employees who refuse to complete project assignments.

v) Team Responsibilities

Project team members take direction from the project manager. Occasionally,
sub-project teams might form to solve short-term problems. Team members should
expect to develop and maintain constructive business relationships that facilitate
project task completion. In team meetings, members should be able to prepare
persuasive communication and demonstrate effective writing, presentation and
listening skills. Working collaboratively, the team needs to accomplish project tasks
according to the schedule established by the project manager.

8.24 DELEGATION

Delegation is the assignment of any responsibility or authority to another person
(normally from a manager to a subordinate) to carry out specific activities, such as
starting on proper tires during a wet race. It is one of the core concepts of
management leadership.

8.25 ELEMENTS OF DELEGATION

Various Elements of Delegation are:

1. Authority - in context of a business organization, authority can be defined
as the power and right of a person to use and allocate the resources efficiently, to
take decisions and to give orders so as to achieve the organizational objectives.
Authority must be well- defined. All people who have the authority should know
what is the scope of their authority is and they shouldn’t misutilize it. Authority is
the right to give commands, orders and get the things done. The top level
management has greatest authority.

Authority always flows from top to bottom. It explains how a superior gets
work done from his subordinate by clearly explaining what is expected of him and
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how he should go about it. Authority should be accompanied with an equal amount
ofresponsibility. Delegating the authority to someone else doesn’t imply escaping
from accountability. Accountability still rest with the person having the utmost
authority.

2. Responsibility - is the duty of the person to complete the task assigned to
him. Aperson who is given the responsibility should ensure that he accomplishes
the tasks assigned to him. Ifthe tasks for which he was held responsible are not
completed, then he should not give explanations or excuses. Responsibility without
adequate authority leads to discontent and dissatisfaction among the person.
Responsibility flows from bottom to top. The middle level and lower level
management holds more responsibility. The person held responsible for a job is
answerable for it. Ifhe performs the tasks assigned as expected, he is bound for
praises. While ifhe doesn’t accomplish tasks assigned as expected, then also he is
answerable for that.

3. Accountability - means giving explanations for any variance in the actual
performance from the expectations set. Accountability cannot be delegated. For
example, if”A’1s given a task with sufficient authority, and *A’ delegates this task to
B and asks him to ensure that task is done well, responsibility rest with ’B’, but
accountability still rest with *A’. The top level management is most accountable.
Being accountable means being innovative as the person will think beyond his
scope ofjob. Accountability, in short, means being answerable for the end result.
Accountability can’t be escaped. It arises from responsibility.

8.26 DECENTRALIZATION

Decentralization is the process of redistributing or dispersing functions, powers,
people or things away from a central location or authority.

8.27 TYPES OF DECENTRALIZATION

Types of decentralization include political, administrative, fiscal, and market
decentralization. Drawing distinctions between these various concepts is useful for
highlighting the many dimensions to successful decentralization and the need for
coordination among them. Nevertheless, there is clearly overlap in defining any of
these terms and the precise definitions are not as important as the need for a
comprehensive approach. Political, administrative, fiscal and market decentralization
can also appear in different forms and combinations across countries, within countries
and even within sectors.
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1. Political Decentralization NOTES

Political decentralization aims to give citizens or their elected representatives
more power in public decision-making. It is often associated with pluralistic politics
and representative government, but it can also support democratization by giving
citizens, or their representatives, more influence in the formulation and implementation
ofpolicies. Advocates of political decentralization assume that decisions made
with greater participation will be better informed and more relevant to diverse
nterests insociety than those made only by national political authorities. The concept
implies that the selection of representatives from local electoral jurisdictions allows
citizens to know better their political representatives and allows elected officials to
know better the needs and desires of their constituents.

Political decentralization often requires constitutional or statutory reforms,
the development of pluralistic political parties, the strengthening of legislatures,
creation oflocal political units, and the encouragement of effective public interest

groups.
2. Administrative Decentralization

Administrative decentralization seeks to redistribute authority, responsibility
and financial resources for providing public services among different levels of
government. It is the transfer of responsibility for the planning, financing and
management of certain public functions from the central government and its agencies
to field units of government agencies, subordinate units or levels of government,
semi-autonomous public authorities or corporations, or area-wide, regional or
functional authorities. The three major forms of administrative decentralization such
as deconcentration, delegation, and devolution each have different characteristics.

i) Deconcentration: Deconcentration which is often considered to be the
weakest form of decentralization and is used most frequently in unitary states--
redistributes decision making authority and financial and management responsibilities
among different levels of the central government. It can merely shift responsibilities
from central government officials in the capital city to those working in regions,
provinces or districts, or it can create strong field administration or local
administrative capacity under the supervision of central government ministries.

ii) Delegation: Delegation is a more extensive form of decentralization.
Through delegation central governments transfer responsibility for decision-making
and administration of public functions to semi-autonomous organizations not wholly
controlled by the central government, but ultimately accountable to it. Governments
delegate responsibilities when they create public enterprises or corporations, housing
authorities, transportation authorities, special service districts, semi-autonomous
school districts, regional development corporations, or special project
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implementation units. Usually these organizations have a great deal of discretion in
decision-making. They may be exempt from constraints on regular civil service
personnel and may be able to charge users directly for services.

iii) Devolution: A third type of administrative decentralization is devolution.
When governments devolve functions, they transfer authority for decision-making,
finance, and management to quasi-autonomous units of local government with
corporate status. Devolution usually transfers responsibilities for services to
municipalities that elect their own mayors and councils, raise their own revenues,
and have independent authority to make investment decisions. In a devolved system,
local governments have clear and legally recognized geographical boundaries over
which they exercise authority and within which they perform public functions. It is
this type of administrative decentralization that underlies most political
decentralization.

3. Fiscal Decentralization

Financial responsibility is a core component of decentralization. If local
governments and private organizations are to carry out decentralized functions
effectively, they must have an adequate level of revenues —either raised locally or
transferred from the central government— as well as the authority to make decisions
about expenditures. Fiscal decentralization can take many forms, including a) self-
financing or cost recovery through user charges, b) co-financing or co-production
arrangements through which the users participate in providing services and
infrastructure through monetary or labor contributions; ¢) expansion of local
revenues through property or sales taxes, or indirect charges; d) intergovernmental
transfers that shift general revenues from taxes collected by the central government
to local governments for general or specific uses; and €) authorization of municipal
borrowing and the mobilization of either national or local government resources
through loan guarantees. In many developing countries local governments or
administrative units possess the legal authority to impose taxes, but the tax base is
so weak and the dependence on central government subsidies so ingrained that no
attempt is made to exercise that authority.

8.28 ORGANIZATIONAL ROLES & STATUS-POWER

Organizational development, the process of adjusting departmental functions,
enables companies to perform more efficiently and increase productivity. To plan
and implement organizational changes that benefit the company, effective leaders
establish clear roles and responsibilities for all group members, including sponsors
and stakeholders. Typical tasks include gathering data, defining issues and
determining actions. Establishing functional roles for each member enables effective
group collaboration, which typically results in improved morale and profitability.
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Clearly defined functional roles, such as contributor, coordinator, evaluator NOTES
and recorder, prevent communication problems, promote cooperation and allow
the team to accomplish complex tasks. Establishing functional roles for all group
members in organizational development typically contributes to improved quality,
reduced product errors and faster service. This leads to improved customer
satisfaction, lower operating costs and allows group members to adapt to change
and respond quickly to opportunities.

1. Contributor Role

Group members playing the contributor role typically propose ideas, initiate
discussions and explore options. They respond to requests for clarification by
providing facts and relevant information related to the problem. They seek out
missing information. Contributors express their own opinions, relate their personal
experience and offer new perspectives on problems. For example, a contributor
may suggest reorganizing the company into functional teams, eliminating redundant
steps in processing order or instituting more environmentally friendly processes,
such as purchasing only recycled paper for use at the company.

2. Coordinator Role

Coordinators or facilitators organize team meetings and establish the agendas.
They review and clarify the statements made by contributors to summarize actions,
such as the decision to hire more administrative assistants to handle travel
arrangements required by sales personnel. They keep the group on track and help
solve disputes or conflicts when necessary. Coordinators conduct team building
exercises to help the group members function more effectively as a unit.

3. Evaluator Role

Evaluators function as critics. They evaluate proposals developed by group
members to ensure the recommendations align with the company's strategic
objectives. Evaluators help the group assess whether alternatives represent realistic
options. Evaluators ask probing questions and help the group discover flaws in
their plans before implementation. Evaluators enable quality by ensuring the other
group members justify their plans.

4. Recorder Role

Recorders function as scribes and take notes on what happens during meetings
and brainstorming sessions. They distribute the meeting notes through email or
upload the documents to a public folder. Recorders typically use software tools,
such as Microsoft Office’s OneNote, Ever note or Mindjet’s mind mapping
software, to record decisions, concepts and ideas. They develop process flow
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diagrams and other forms of documentation, such as policies and procedures.
Recorders keep comprehensive notes on discussions and decisions so that group
members can focus on participating in meetings instead of taking their own notes.
Drawing elaborate pictures and diagrams helps the other group members
troubleshoot problems, analyze data, identify root causes ofissues and document
process improvement recommendations.

8.29 RESPONSIBILITYAND AUTHORITY

Authority is the power to give orders and get it obeyed or in other words it is
the power to take decisions.

Responsibility means state of being accountable or answerable for any
obligation, trust, debt or something or in other words it means obligation to complete
ajob assigned on time and in best way.

Authority and responsibility are closely related and this principle states that
these two must go hand in hand. It means that proper authority should be delegated
to meet the responsibilities.

8.30 RELATIONSHIPBETWEEN AUTHORITY AND
RESPONSIBILITY

Authority is the legal right of person or superior to command his subordinates
while accountability is the obligation of individual to carry out his duties as per
standards of performance Authority flows from the superiors to subordinates, in
which orders and instructions are given to subordinates to complete the task. It is
only through authority, a manager exercises control. In a way through exercising
the control the superior is demanding accountability from subordinates. Ifthe
marketing manager directs the sales supervisor for 50 units of sale to be undertaken
in amonth. [fthe above standards are not accomplished, it is the marketing manager
who will be accountable to the chiefexecutive officer. Therefore, we can say that
authority flows from top to bottom and responsibility flows from bottom to top.
Accountability is a result of responsibility and responsibility is result of authority.
Therefore, for every authority an equal accountability is attached.

8.31 DIFFERENCES BETWEENAUTHORITYAND
RESPONSIBILITY

Authority Responsibility

It is the legal right of a person or a It is the obligation of subordinate to

superior to command his subordinates. | perform the work assigned to him.
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Authority is attached to the position of
superior in concern.

Authority can be delegated by a superio?
a subordinate

It flows from top to bottom.

Responsibility arises out of superior-a
subordinate relationship in which
subordinate agrees to carry out duty given
to him.

Responsibility cannot be shifted and is to
absolute

It flows from bottom to top.

8.32SUMMARY

An organization can be structured in many different ways, depending on their
objectives. The structure of an organization will determine the modes in which it
operates and performs. Organizational structure allows the expressed allocation
ofresponsibilities for different functions and processes to different entities such as
the branch, department, workgroup and individual.

Organizational structure affects organizational action in two big ways. First, it
provides the foundation on which standard operating procedures and routines
rest. Second, it determines which individuals get to participate in which decision-
making processes, and thus to what extent their views shape the organization’s
actions.

Organising in management refers to the relationship between people, work
and resources used to achieve the common objectives or goals.

Organisation are created because they perform tasks i.e. produce goods
and/ or services on a scale which is not possible for individuals. We live in a
society of organization, profit making as well as not for profit making. The standard
living in modern society would not have been possible but for the efficient functioning
ofbusiness corporations and public service organizations like universities, utilities,
public, judiciary and other government departments.

Organization is the process of establishing relationship among the members
of the enterprise. The relationships are created in terms of authority and
responsibility. To organize is to harmonize, coordinate or arrange in a logical and
orderly manner.

Social and cultural factors are important to consider while creating and
implementing a marketing strategy of a company. These often-linked but somewhat
different factors have diverse effects on the decisions of consumers and buyers.
Basically, sociocultural factors are customs, lifestyles and values that characterize
a society. More specifically, cultural aspects include aesthetics, education, language,
law and politics, religion, social organizations, technology and material culture,
values and attitudes. Social factors include reference groups, family, role and status
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in the society. Small-business owners should be aware of and understand these
factors' connection with buying habits.

The formal organization refers to the structure of jobs and positions with
clearly defined functions and relationships as prescribed by the top management.
This type of organization is built by the management to realize objectives of an
enterprise and is bound by rules, systems and procedures.

Line and staff organization is a modification of line organization and it is more
complex than line organization. According to this administrative organization,
specialized and supportive activities are attached to the line of command by
appointing staff supervisors and staff specialists who are attached to the line authority.
The power of command always remains with the line executives and staff supervisors
guide, advice and counsel the line executives. Personal Secretary to the Managing
Director is a staff official.

Functional organisation refers to the classic organizational structure where
the employees are grouped hierarchically, managed through clear lines of authority,
and report ultimately to one top person.

Matrix Organisation is an organizational structure that facilitates the horizontal
flow of'skills and information. It is used mainly in the management of large projects
or product development processes, drawing employees from different functional
disciplines for assignment to a team without removing them from their respective
positions.

Departmentation is a process resulting out of choice to group tasks according
to some criterion. The resultant process of departmentation includes decisions
regarding segregating organizational work, allocation of work to persons, telling
all mvolved who is in charge and provide for the support needed by those.

Delegation is the assignment of any responsibility or authority to another person
(normally from a manager to a subordinate) to carry out specific activities, such as
starting on proper tires during a wet race. It is one of the core concepts of
management leadership.

Decentralization is the process of redistributing or dispersing functions, powers,
people or things away from a central location or authority.

Responsibility means state of being accountable or answerable for any
obligation, trust, debt or something or in other words it means obligation to complete
ajob assigned on time and in best way.

Authority and responsibility are closely related and this principle states that
these two must go hand in hand. It means that proper authority should be delegated
to meet the responsibilities.

Page 208 of 614

Unit 8: Organizing



Principles of Management & Organisational Behaviour Uttarakhand Open University

8.33 GLOSSARY NOTES

a) Organizational Structure: Organizational structure allows the expressed
allocation ofresponsibilities for different functions and processes to different entities
such as the branch, department, workgroup and individual.

b) Organizing: Organizing in management refers to the relationship between
people, work and resources used to achieve the common objectives or goals.

¢) Organisation: Organization is the process of establishing relationship
among the members of the enterprise. The relationships are created in terms of
authority and responsibility. To organize is to harmonize, coordinate or arrange in
a logical and orderly manner.

d) Formal Organization: The formal organization is the pattern of activities,
process, managerial role relationships which are deliberately planned and structured
by the management of that organization to accomplish the organizational objectives.
Formal organization is a form of organization where people work together because
of'their official placements and assigning of work.

e) Line and staff organization: Line and staff organization is a modification
ofline organization and it is more complex than line organization. According to this
administrative organization, specialized and supportive activities are attached to
the line of command by appointing staff supervisors and staft specialists who are
attached to the line authority.

f) Matrix Organisation: Matrix Organisation is an organizational structure
that facilitates the horizontal flow of skills and information. It is used mainly in the
management of large projects or product development processes, drawing
employees from different functional disciplines for assignment to a team without
removing them from their respective positions.

g) Delegation: Delegation is the assignment of any responsibility or authority
to another person (normally from a manager to a subordinate) to carry out specific
activities, such as starting on proper tires during a wet race. It is one of the core
concepts of management leadership.

h) Responsibility: Responsibility means state of being accountable or
answerable for any obligation, trust, debt or something or in other words it means
obligation to complete a job assigned on time and in best way.
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8.34 ANSWER TO CHECK YOUR PROGRESS/

POSSIBLE ANSWERS TO SAQ

8.34.1 Short answer questions

1. What is organizing?

2. What is Organization?

3. What is Socio-Cultural Factors on Organization?

4. What is Line and Staff Organization?
5. What is Delegation?

6. What is Decentralization?
7. What 1s Responsibility?
8. What is Authority?

8.34.2 Extended answer questions

1. Discuss nature of Organizing.

2. Explain significance of Organizing.

3. Discuss process of Organizing.

4. Discuss influence of Socio-Cultural Factors on Organization.

5. Explain Line and Staff Relationship.

6. Discuss about delegation and decentralization.

7. Explain about organizational Roles & Status-Power.

8. Discuss in details about Responsibility and Authority.

8.34.3 True-false

I.

Organizational structure allows the expressed allocation of responsibilities
for different functions and processes to different entities such as the branch,
department, workgroup and individual.

Planning in management refers to the relationship between people, work
and resources used to achieve the common objectives or goals.

The formal organization is the pattern of activities, process, managerial
role relationships which are deliberately planned and structured by the
management of that organization to accomplish the organizational
objectives.

Responsibility means state of being accountable or answerable for any
obligation, trust, debt or something or in other words it means obligation
to complete a job assigned on time and in best way.
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8.34.4 Multiple-choice NOTES

1. What allows the expressed allocation of responsibilities for different
functions and processes to different entities such as the branch, department,
workgroup and individual?

a) Organizational structure
b) Planning

c¢) Decision-making

d) None ofthe above

2. What refers to the relationship between people, work and resources used
to achieve the common objectives or goals?

a) Planning

b) Organizing

c¢) Decision making
d) All the above

8.34.5 Fill-in-the-blanks

Lo allows the expressed allocation of responsibilities for
different functions and processes to different entities such as the branch,
department, workgroup and individual.

2. 1s an organizational structure that facilitates the horizontal
flow of skills and information. It is used mainly in the management of large
projects or product development processes, drawing employees from
different functional disciplines for assignment to a team without removing
them from their respective positions.

30 is the assignment of any responsibility or authority to another
person (normally from a manager to a subordinate) to carry out specific
activities, such as starting on proper tires during a wet race. It is one of
the core concepts of management leadership.

8.35 POSSIBLE ANSWERS TO SELF ASSESSMENT
QUESTIONS

8.34.31. True 2. False 3. True 4. True
8.34.41.(a)2.(b)

8.34.5 1. Organizational structure 2. Matrix Organisation 3. Delegation
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8.38 TERMINAL QUESTIONS

1. Discuss in details about Organizational Roles & Status-Power for
systematic business operations.
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9.1 INTRODUCTION

The managerial function of staffing involves manning the organization structure
through proper and effective selection. Staffing pertains to recruitment, selection,
development and compensation of subordinates.

9.2 OBJECTIVES

After studying this unit, you will be able to understand:
Meaning of Staffing
Nature of Staffing
Process Staffing
Recruitment

Selection

9.3 MEANING OF STAFFING

Staffing basically involves matching jobs and individuals. This may require
functions like manpower planning, recruitment, selection, training, development,
performance appraisal, transfers, promotions etc.

9.4 NATURE OF STAFFING

Staffing has the following important features:
1. Staffing is a basic function of management.
2. Itis concerned with human resources management in the organization.

3. Staffing function is performed continuously. Every manager has to guide
and train employees and also evaluate their performance on a continuous
basis.

4. The main purpose of this function is to make optimum utilization of human
resources and also to provide proper satisfaction to employees.

5. Staffing is performed by all managers. In big concerns there is a separate
personnel department to deal with this function, but even here this
department advises line managers regarding different aspect of human
resources.

6. Since staffing deals with human beings who have their own needs, emotions
and aspirations this function is different from other managerial functions.

Page 214 of 614

Unit 9: Staffing



Principles of Management & Organisational Behaviour Uttarakhand Open University

9.5 PROCESS OF STAFFING NOTES

The purpose of staffing is to employ most suitable and competent persons as
per the requirements of the organization. With this aim in view- the following staff
process is followed:

1. Estimating Man power Need: The first thing in staffing process is to
estimate manpower needs. These needs are influenced b