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1.1 MANAGEMENT PRINCIPLES AND PRACTICE

Subject Description :

This course presents the Principles of Management, emphasizing managerial functions,
explaining internal management of organizations and behavioural concepts as applied to
practical management problems.

Goals:

To enable the students to learn the basic functions, principles and concepts of management.
Objectives:

On successful completion of the course the students should have:

Understood management functions and principles.

Learnt the scientific decision making process and problem solving techniques.

Learnt the modern trends in management process.

UnitI

Management : Science, Theory and Practice - The Evolution of Management Thought and the
Patterns of Management Analysis - Management and Society : The External Environment,
Social Responsibility and Ethics - Global and Comparative Management - The Basis of Global
Management.

Unit II

The Nature and Purpose of Planning - Objectives - Strategies, Policies and Planning Premises
Decision Making - Global Planning.

Unit III

The Nature of Organizing and Entrepreneuring - Organizational Structure : Departmentation
Line/Staff Authority and Decentralization - Effective Organizing and Organizational Culture
Global Organizing.

Unit IV

Co-ordination functions in Organisation - Human Factors and Motivation - Leadership
Committees and group Decision Making - Communication - Global Leading.

Unit Vv

The System and Process of Controlling - Control Techniques and Information Technology -
Productivity and Operations Management - Overall Control and toward the Future through
Preventive Control - Global Controlling and Global Challenges.

References :

1. Koontz & Weirich, Essentials of Management, Tata McGraw Hill.

2. VSP Rao, V Hari Krishna — Management: Text and Cases, Excel Books, I Edition, 2004
3. Stoner & Wankai, Management, PHI.

4. Robert Krcitner, Management, ATTBS.

S. Weirich & Koontz, Management - A Global perspective, McGraw Hill.

6. Helliregarl, Management, Thomson Learning, 2002.

7. Robbins.S.P., Fundamentals of Management, Pearson, 2003.



1.2 ORGANISATIONAL BEHAVIOUR

Subject Description :

Organizational Behaviour brings out the personality and behavioural science, its influence on
organizational behaviour by understanding the concepts of organizational change, politics and
behaviour.

Goals:

To enable the students to learn the basics of individual behaviour and an organizational
behaviour.

Objectives:

On successful completion of the course the students should have:

Understood personality traits and their influence on organization.

How personality trades can be molded to suit the organization.

To learn the modern trends, theories and concepts in organizational behaviour

Unit I

Organisational Behaviour : History - evaluation, Challenges & opportunities, contributing
disciplines, management functions and relevance to Organisation Behaviour.

Personality - Determinents, structure, behaviour, assessment, psycho-analytical social
learning, job-fit, trait theories.

Unit II

Emotions and Emotional Intelligence as a managerial tool. Implications of EI on managers and
their performance. Attitudes - relationship with behaviour, sources, types, consistancy, work
attitudes, values - importance, sources, types, ethics and types of management ethics.
Perception - Process, Selection, Organisation Errors, Managerial implications of perception.
Learning - classicial, operant and social cognitive approaches. Implications of learning on
managerial performance.

Unit III

Stress - Nature, sources, Effects, influence of personality, managing stress.

Conflict - Management, Levels, Sources, bases, conflict resolution strategies, negotiation.
Foundations of group behaviour : linking teams and groups, Stages of development Influences
on team effectiveness, team decision making. Issues in Managing teams.

Unit IV

Organisational change - Managing planned change. Resistance to change - Approaches to
managing organisational change - Organisational Development - values - interventions, change
management.

Organisational politics - Political behaviour in organisation, Impression management, Self
monitoring. Organisational culture - Dynamics, role and types of culture and corporate
culture, ethical issues in organisational culture, creating and sustaining culture.

Unit v

Organisational Behaviour responses to Global and Cultural diversity, challenges at
international level, Homogenity and hetrogenity of National cultures, Differences between
countries, The Challenges of work force diversity and managing diversity Cases.

References :

Robbins.S. Organisational Behaviour, X edn., Prentice-Hall, India.

Hellinegal Slocum, Woodman, Organisational Behaviour, IX edn., Thomson learning.
Umasekaran, Organisational Behaviour, Tata McGraw Hill.

Robbins S.P., Concepts contrivances and applications, Prentice Hall.

Umasekaran, Organisational Behaviour.

Helliregal.et.al, Organisational Behaviour, Thomson Learning.

McShane & Glinow, Organisational Behaviour, Tata McGraw Hill.

Harris & Hartman, Organisational Behaviour, Jaico, 2003.
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LESSON

1

MANAGEMENT SCIENCE: THEORY AND
PRACTICE

CONTENTS

1.0 Aims and Objectives

1.1 Introduction

1.2 Definition of Management

1.3 Characteristics of Management

1.4 Scope of Management
1.4.1 Subject-matter of Management
1.4.2 Functional Areas of Management
1.4.3 Management is an Inter-disciplinary Approach
1.4.4 Principles of Management
1.4.5 Management is an Agent of Change
1.4.6 The Essentials of Management

1.5 Is Management a Science or an Art?
1.5.1 What is "Science"?
1.5.2 What is "Art"?
1.5.3 Management is both a Science as well as an Art

1.6 Professionalisation of Management

1.7 Evolution of Management Thought
1.7.1 Pre-scientific Management Period
1.7.2 Classical Theory
1.7.3 Neoclassical Theory
1.7.4 Modern Theory (System Approach)

1.8 Letus Sum up

1.9 Lesson-end Activity

1.10 Keywords

1.11 Questions for Discussion

1.12 Suggested Readings

1.0 AIMS AND OBJECTIVES

This lesson is intended to introduce the students and management about fundamental of
management and evolution of management thought. After studying this lesson you will
be able to:



Principles of Management and (i)  explain the meaning and characteristics of management.

Organisational Behaviour

(i) describe scope of management.
(i) know the nature of management, i.e., is it a science or an art.
(iv) describe management as a profession.

(v) understand evolution of management thought.

1.1 INTRODUCTION

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

1.2 DEFINITION OF MANAGEMENT

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

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

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

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

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

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

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

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

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

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

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



According to Wheeler - "Business management is a human activity which directs dahagement Science: Theory
controls the organisation and operation of a business enterprise. Management is centred and Practice
in the administrators of managers of the firm who integrate men, material and money

into an effective operating limit".

In the words of William Spriegel - "Management is that function of an enterprise which
concerns itself with the direction and control of the various activities to attain the business
objectives".

In the words of S. George - "Management consists of getting things done through others.
Manager is one who accomplishes the objectives by directing the efforts of others".

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

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

According to John F M - "Management may be defined as the art of securing maximum
results with a minimum of effort so as to secure maximum results with a minimum of
effort so as to 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 fulfilment of a given purpose or task, such responsibility involving: (a) judgement 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".

From the definitions quoted above, it is clear the "management” is a technique of extracting
work from others in an integrated and co-ordinated manner for realising the specific
objectives through productive use of material resources. Mobilising the physical, human
and financial resources and planning their utilisation for business operations in such a
manner as to reach the defined goals can be referred to as "management". If the views
of the various authorities are combined, management could be defined as "a distinct
ongoing process of allocating inputs of an organisation (human and economic resources)
by typical managerial functions (planning, organising, directing and controlling) for the
purpose of achieving stated objectives namely — output of goods and services desired by
its customers (environment). In the process, work is preformed with and through personnel
of the organisation in an ever-changing business environment".

Management is a universal process in all organised social and economic activities. It is
not merely restricted to factory, shop or office. It is an operative force in all complex
organisations trying to achieve some stated objectives. Management is necessary for a
business firm, government enterprises, education and health services, military organisations,
trade associations and so on.
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1.3 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 terriianager's primary

task is to secure the productive performance through planning, direction and control.
It is expected of the management to bring into being the desired results. Rational
utilisation of available resources to maximise the profit is the economic function of
a manager. Professional manager can prove his administrative talent only by
economising the resources and enhancing profit. According to Kimball -
"management is the art of applying the economic principles that underlie the control
of men and materials in the enterprise under consideration”.

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

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

Management is a universal activityylanagement 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.

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

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

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.

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

Management is a system of authorituthority means power to make others

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



10.

11.

12.

13.

14,

15.

16.

17.

18.

Management involves decision-makingdanagement implies making decisions Management Science: Theory
regarding the organisation and operation of business in its different dimensions. The and Practice
success or failure of an organisation can be judged by the quality of decisions taken

by the managers. Therefore, decisions are the key to the performance of a manager.

Management implies good leadershi: 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.

Management is dynamic and not statid@he principles of management are
dynamic and not static. It has to adopt itself according to social changes.

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

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

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

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

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

Management is intangiblelt 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.

1.4 SCOPE OF MANAGEMENT

It is very difficult to precisely state the scope of management. However, management
includes the following aspects:-

1.4.1 Subject-matter of Management

Management is considered as a continuing activity made up of basic management
functions like planning, organizing, staffing, directing and controlling. These components
form the subject-matter of management.

1.4.2 Functional Areas of Management

Management covers the following functional areas:-

Financial Management:Financial management includes forecasting, cost control,
management accounting, budgetary control, statistical control, financial planning etc.

Human Resource Managementersonnel / Human Resource Management
covers the various aspects relating to the employees of the organisation such as
recruitment, training, transfers, promotions, retirement, terminations, remuneration,
labour welfare and social security, industrial relations etc.

Marketing ManagementMarketing management deals with marketing of goods,
sales promotion, advertisement and publicity, channels of distribution, market
research etc.

11
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quality control and inspection, production techniques etc.

e Material Management:Material management includes purchase of materials,
issue of materials, storage of materials, maintenance of records, materials control
etc.

e  Purchasing ManagementPurchasing management includes inviting tenders for
raw materials, placing orders, entering into contracts etc.

e Maintenance ManagementMaintenance Management relates to the proper care
and maintenance of the buildings, plant and machinery etc.

e Office Management:Office management is concerned with office layout, office
staffing and equipment of the office.
1.4.3 Management is an Inter-Disciplinary Approach

Though management is regarded as a separate discipline, for the correct application of
the management principles, study of commerce, economics, sociology, psychology, and
mathematics is very essential. The science of management draws ideas and concepts
from a number of disciplines making it a multi-disciplinary subject.

1.4.4 Principles of Management

The principles of management are of universal application. These principles are applicable
to any group activity undertaken for the achievement of some common goals.

1.4.5 Management is an Agent of Change

The techniques of management can be improved by proper research and development.

1.4.6 The Essentials of Management

The essentials of management include scientific method, human relations and quantitative
techniques.

1.5 IS MANAGEMENT A SCIENCE OR AN ART?

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

Science may be described- "as a systematic body of knowledge pertaining to an area of
study and contains some general truths explaining past events or phenomena".

The above definition contains three important characteristics of science. They are

1. Itis a systematized body of knowledge and uses scientific methods for observation
2. lts principles are evolved on the basis of continued observation and experiment and
3. Its principles are exact and have universal applicability without any limitation.
Judging from the above characteristics of science, it may be observed that-

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



2. The kind of experimentation (as in natural sciences) cannot be accompanied inMheagement Science: Theory
area of management since management deals with the human element. and Practice

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

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

1.5.2 Whatis "Art"?

'Art' refers to "the way of doing specific things; it indicates how an objective is to be
achieved." Management like any other operational activity has to be an art. Most of the
managerial acts have to be cultivated as arts of attaining mastery to secure action and
results.

The above definition contains three important characteristics of art. They are-

1. Artis the application of science. It is putting principle into practice.

2. After knowing a particular art, practice is needed to reach the level of perfection.
3. Itis undertaken for accomplishing an end through deliberate efforts.

Judging from the above characteristics of art, it may be observed that-

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

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

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

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

1.5.3 Management is both a Science as well as an Art

Management is both a science as well as an art. The science of management provides
certain general principles which can guide the managers in their professional effort. The
art of management consists in tackling every situation in an effective manner. As a
matter of fact, neither science should be over-emphasised nor art should be discounted;
the science and the art of management go together and are both mutually interdependent
and complimentary.

Management is thus a science as well as an art. It can be said that-"the art of management
is as old as human history, but the science of management is an event of the recent past.”

1.6 PROFESSIONALISATION OF MANAGEMENT

There has been a growing trend towards professionalisation of management.
Professionalisation imparts a certain social responsibility and dignity to management. A
professional cannot be controlled or directed by the client. He has professional knowledge
and judgment which he uses to make his decision. Thus, professionalisation makes business
more efficient, dynamic and socially responsible. The growth of management education
in India has contributed to professionalisation in the business field.

The company form of business organization which has split ownership from management
and the gaining popularity of the company form of business organization have increased
the need for professional managers.

13
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Is management a profession? To answer this question, first of all we should understand
what a profession is. Many authorities on the subject have attempted to define a profession.
According to Abraham Flexner, A profession is -

1. Abody of specialized knowledge and recognized educational process of acquiring it.
2. A standard of qualifications governing admission to the profession.

3. A standard of conduct governing the relationship of the practitioners with clients,
colleagues and the public.

4.  An acceptance of the social responsibility inherent in an occupation and the public
interest.

5. An association or society devoted to the advancement of the social obligations as
distinct from the economic interests of the group.

According to Lewis Allen, " a professional manager is one who specializes in the work
of planning, organizing, leading and controlling the efforts of others and does so through

a systematic use of classified knowledge, a common vocabulary and principles, who
subscribes to the standards of practice and code of ethics established by a recognized
body".

According to Peter Drucker, "Professional management is a function, a discipline, a task
to be done; and managers are the professionals who practice this discipline, carry out the
functions and discharge these tasks. It is no longer relevant whether the manager is also
an owner; if he is it is incidental to his main function, which is to be a manager.”

The World Council of Management has recommended the following criteria for
professionalisation. They are -

1. Members of a profession subordinate self-interest to the client interest and the
official interest.

2. A profession is based on a systematic body of knowledge that is held to common
and lends to application.

3.  Membership of a profession should depend on the observance of certain rules of
conduct or behaviour.

A critical evaluation of the above definitions show that professionalisation of business
management shows that -

1. There exists a systematic body of knowledge on management. A professional should
have formally acquired the specialized knowledge and skill for management.
Management is taught as a discipline in various educational institutes, throughout
the world.

2.  Membership of a profession should depend on the observance of certain rules of
conduct and behaviour. The decisions and actions of a professional are guided by
certain ethical considerations.

3. A profession is based on a systematic body of knowledge that is held in common
and lends itself to application. Thus, a profession should have no ideological bias in
the discharge of his functions.



A close scrutiny of management shows that management unlike law or medicine is niggggement SCiETjC‘;: Tf;?O'y
. an ractice
full-fledged profession. The reasons are -

1. Itis notobligatory to possess specific qualifications for being appointed as a manager.

2. There is no single association to regulate the educational and training standards of
managers.

3. Uniform professional standards have not been set up for the practicing managers.

Thus, from the above mentioned discussion we can understand that management fulfils
certain criteria to call it a profession. Whereas, it fails to meet certain other criteria.
Therefore, we can conclude that management is not a full-fledged profession but it is
advancing towards professionalisation.

Check Your Progress

Define Management?

Explain the characteristic features of management.
What is the scope of management?

Why is management considered a science as well as an art?

o~ 0w DN PRE

What do you mean by Professionalisation of management?

1.7 EVOLUTION OF MANAGEMENT THOUGHT

The origin of management can be traced back to the days when man started living in
groups. History reveals that strong men organized the masses into groups according to
their intelligence, physical and mental capabilities. Evidence of the use of the well-
recognized principles of management is to be found in the organization of public life in
ancient Greece, the organization of the Roman Catholic Church and the organization of
military forces. Thus management in some form or the other has been practiced in the
various parts of the world since the dawn of civilization. With the on set of Industrial
Revolution, however, the position underwent a radical change. The structure of industry
became extremely complex. At this stage, the development of a formal theory of
management became absolutely necessary. It was against this background that the
pioneers of modern management thought laid the foundations of modern management
theory and practice.

Evolution of management thought may be divided into four stages
1. Pre-scientific management period.
2. Classical Theory
(a) Scientific Management of Taylor
(b) Administrative Management of Fayol
(c) Bureaucratic Model of Max Weber
3. Neo-classical Theory or Behaviour Approach

4. Modern Theory or Systems Approach

15
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EVOLUTION OF MANAGEMENT THOUGHT
I
v v v v
PRE-SCIENTIFIC CLASSICAL THEORY NEO- MODERN
MANAGEMENT »  Scientific CLASSICAL THEORY
PERIOD Management THEORY e Systems
Contributions made byj +  Administrative * Hawthrone Approach
« Roman Management « Experiment « Contingency
Catholic Theory Approach
Church »  Bureaucratic
Military Model
Organizations
e Writers like
Charles
Babbage,
James Watt
etc.

Figure 1.1: Evolution of Management Thought.

1.7.1 Pre-scientific Management Period

The advent of industrial revolution in the middle of the 18th century had its impact on
management. Industrial revolution brought about a complete change in the methods of
production, tools and equipments, organization of labour and methods of raising capital.
Employees went to their work instead of receiving it, and so, the factory system, as it is
known today, become a dominant feature of the economy. Under this system, land and
buildings, hired labour, and capital are made available to the entrepreneur, who strives to
combine these factors in the efficient achievement of a particular goal. All these changes,
in turn, brought about changes in the field of management. Traditional, conventional or
customary ideas of management were slowly given up and management came to be based
on scientific principles. In the words of L. F. Urwick - "Modern management has thrown
open a new branch of human knowledge, a fresh universe of discourse". During the period
following the industrial revolution, certain pioneers tried to challenge the traditional character
of management by introducing new ideas and character of management by introducing
new ideas and approaches. The notable contributors of this period are:

(A) Professor Charles Babbage (UK 1729 -1871He was a Professor of
Mathematics at Cambridge University. Prof Babbage found that manufacturers
made little use of science and mathematics, and that they (manufacturers) relied
upon opinions instead of investigations and accurate knowledge. He felt that the
methods of science and mathematics could be applied to the solution of methods in
the place of guess work for the solution of business problems. He advocated the
use of accurate observations, measurement and precise knowledge for taking
business decisions. He urged the management of an enterprise, on the basis of
accurate data obtained through rigid investigation, the desirability of finding out the
number of times each operation is repeated each hour, the dividing of work into
mental and physical efforts, the determining of the precise cost for every process
and the paying of a bonus to the workers in proportion to his own efficiency and the
success of enterprise.

(B) James Watt Junior (UK 1796 - 1848) and Mathew Robinson Boulton
(1770 - 1842).James Watt Junior and Mathew Robinson Boulton contributed to
the development of management thought by following certain management
techniques in their engineering factory at Soho in Birmingham. They are:-

16



Production Planning Management Science: Theory
and Practice

Standardization of Components

Maintenance

Planned machine layout

Provision of welfare for personnel

Scheme for executive development

Marketing Research and forecasting
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Elaborate statistical records

(C) Robert Owens (UK 1771 - 1858Robert Owens, the promoter of co-operative
and trade union movement in England, emphasized the recognition of human element
in industry. He firmly believed that workers' performance in industry was influenced
by the working conditions and treatment of workers. He introduced new ideas of
human relations - shorter working hours, housing facilities, training of workers in
hygiene, education of their children, provision of canteen etc. Robert Owen, managed
a group of textile mills in Lanark, Scotland, where he used his ideas of human
relations. Though his approach was paternalistic, he came to be regarded as the
father of Personnel Management.

(D) Henry Robinson Towne (USA 1844 -1924t.R Towne was the president of
the famous lock manufacturing company "Yale and Town". He urged the combination
of engineers and economists as industrial managers. This combination of qualities,
together with at least some skill as an accountant, is essential to the successful
management of industrial workers. He favoured organized exchange of experience
among managers and pleaded for an organized effort to pool the great fund of
accumulated knowledge in the art of workshop management.

(E) Seebohm Rowntree (UK 1871- 195&owntree created a public opinion on the
need of labour welfare scheme and improvement in industrial relations. The Industrial
Welfare Society, The Management Research Groups and the Oxford Lecture
Conferences in the U.K owed their origin and progress to the interest and zeal of
Rowntree.

1.7.2 Classical Theory

Prof. Charles Babbage, James Watt Junior and Mathew Robinson Boulton, Robert Owen,
Henry Robinson Towne and Rowntree were, no doubt, pioneers of management thought.
But, the impact of their contributions on the industry as a whole was meagre. The real
beginning of the science of management did not occur until the last decade of the 19th
century. During this period, stalwarts like F.W. Taylor, H.L. Gantt, Emerson, Frank and
Lillian Gilberth etc., laid the foundation of management, which in due course, came to be
known as scientific management. This epoch in the history of management will be
remembered as an era in which traditional ways of managing were challenged, past
management experience was scientifically systematized and principles of management
were distilled and propagated. The contributions of the pioneers of this age have had a
profound impact in furthering the management know-how and enriching the store of
management principles.

F.W. Taylor and Henry Fayol are generally regarded as the founders of scientific
management and administrative management and both provided the bases for science
and art of management.
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1. It was closely associated with the industrial revolution and the rise of large-scale
enterprise.

2. Classical organization and management theory is based on contributions from a
number of sources. They are scientific management, Administrative management
theory, bureaucratic model, and micro-economics and public administration.

3.  Management thought focussed on job content division of labour, standardization,
simplification and specialization and scientific approach towards organization.

A. Taylor's Scientific ManagementStarted as an apprentice machinist in
Philadelphia, USA. He rose to be the chief engineer at the Midvale
Engineering Works and later on served with the Bethlehem Works where
he experimented with hisideas and made the contribution to the management
theory for which he is so well known. Frederick Winslow Taylor well-known
as the founder of scientific management was the first to recognize and
emphasis the need for adopting a scientific approach to the task of managing
an enterprise. He tried to diagnose the causes of low efficiency in industry
and came to the conclusion that much of waste and inefficiency is due to the
lack of order and system in the methods of management. He found that the
management was usually ignorant of the amount of work that could be done
by a worker in a day as also the best method of doing the job. As a result, it
remained largely at the mercy of the workers who deliberately shirked work.
He therefore, suggested that those responsible for management should adopt
a scientific approach in their work, and make use of "scientific method" for
achieving higher efficiency. The scientific method consists essentially of

(a) Observation

(b) Measurement

(c) Experimentation and

(d) Inference.
He advocated a thorough planning of the job by the management and emphasized the
necessity of perfect understanding and co-operation between the management and the

workers both for the enlargement of profits and the use of scientific investigation and
knowledge in industrial work. He summed up his approach in these words:

e  Science, not rule of thumb

e  Harmony, not discord

e  Co-operation, not individualism

e  Maximum output, in place of restricted output

e The development of each man to his greatest efficiency and prosperity.

Elements of Scientific ManagementThe techniques which Taylor regarded as its
essential elements or features may be classified as under:

Scientific Task and Rate-setting, work improvement, etc.

Planning the Task.

Vocational Selection and Training

Standardization (of working conditions, material equipment etc.)

Specialization

Mental Revolution.

L A A

Scientific Task and Rate-Setting (work studywVork study may be defined as
the systematic, objective and critical examination of all the factors governing the
operational efficiency of any specified activity in order to effect improvement.
Work study includes.



(a) Methods Study:The management should try to ensure that the plant is laifanagement Scierzjce: Theory
out in the best manner and is equipped with the best tools and machinery. The and Practice
possibilities of eliminating or combining certain operations may be studied.

(b) Motion Study: It is a study of the movement, of an operator (or even of a
machine) in performing an operation with the purpose of eliminating useless
motions.

(c) Time Study (work measurementhe basic purpose of time study is to
determine the proper time for performing the operation. Such study may be
conducted after the motion study.

Both time study and motion study help in determining the best method of
doing a job and the standard time allowed for it.

(d) Fatigue Study:If, a standard task is set without providing for measures to
eliminate fatigue, it may either be beyond the workers or the workers may
over strain themselves to attain it. It is necessary, therefore, to regulate the
working hours and provide for rest pauses at scientifically determined intervals.

(e) Rate-settingTaylor recommended the differential piece wage system, under
which workers performing the standard task within prescribed time are paid
a much higher rate per unit than inefficient workers who are not able to come
up to the standard set.

Planning the Task:Having set the task which an average worker must strive to
perform to get wages at the higher piece-rate, necessary steps have to be taken to
plan the production thoroughly so that there is no bottlenecks and the work goes on
systematically.

Selection and Training:Scientific Management requires a radical change in the
methods and procedures of selecting workers. It is therefore necessary to entrust
the task of selection to a central personnel department. The procedure of selection
will also have to be systematised. Proper attention has also to be devoted to the
training of the workers in the correct methods of work.

Standardization:Standardization may be introduced in respect of the following.

(a) Tools and equipmentBy standardization is meant the process of bringing
about uniformity. The management must select and store standard tools and
implements which will be nearly the best or the best of their kind.

(b) SpeedThere is usually an optimum speed for every machine. Ifit is exceeded,
it is likely to result in damage to machinery.

(c) Conditions of Work:To attain standard performance, the maintenance of
standard conditions of ventilation, heating, cooling, humidity, floor space, safety
etc., is very essential.

(d) Materials: The efficiency of a worker depends on the quality of materials
and the method of handling materials.

Specialization:Scientific management will not be complete without the introduction

of specialization. Under this plan, the two functions of 'planning’ and 'doing’ are
separated in the organization of the plant. The “functional foremen' are specialists
who join their heads to give thought to the planning of the performance of operations
in the workshop. Taylor suggested eight functional foremen under his scheme of
functional foremanship.

(a) The Route Clerk:To lay down the sequence of operations and instruct the
workers concerned about it.
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Principles of Management and (b) The Instruction Card Clerk: To prepare detailed instructions regarding
Organisational Behaviour different aspects of work

(c) The Time and Cost ClerkTo send all information relating to their pay to the
workers and to secure proper returns of work from them.

(d) The Shop Disciplinarian To deal with cases of breach of discipline and
absenteeism.

(e) The Gang BossTo assemble and set up tools and machines and to teach the
workers to make all their personal motions in the quickest and best way.

(f) The Speed Bosslo ensure that machines are run at their best speeds and
proper tools are used by the workers.

(g) The Repair BossTo ensure that each worker keeps his machine in good
order and maintains cleanliness around him and his machines.

(h) The Inspector:To show to the worker how to do the work.

6. Mental Revolution:At present, industry is divided into two groups — management
and labour. The major problem between these two groups is the division of surplus.
The management wants the maximum possible share of the surplus as profit; the
workers want, as large share in the form of wages. Taylor has in mind the enormous
gain that arises from higher productivity. Such gains can be shared both by the
management and workers in the form of increased profits and increased wages.

Benefits of Scientific ManagementTaylor's ideas, research and recommendations
brought into focus technological, human and organizational issues in industrial management.
Benefits of Taylor's scientific management included wider scope for specialization,
accurate planning, timely delivery, standardized methods, better quality, lesser costs,
minimum wastage of materials, time and energy and cordial relations between
management and workers. According to Gilbreths, the main benefits of scientific
management are "conservation and savings, making an adequate use of every one's
energy of any type that is expended". The benefits of scientific management are:-

(a) Replacement of traditional rule of thumb method by scientific technigues.

(b) Proper selection and training of workers.

(c) Incentive wages to the workers for higher production.

(d) Elimination of wastes and rationalization of system of control.

(e) Standardization of tools, equipment, materials and work methods.

(f) Detalled instructions and constant guidance of the workers.

(g) Establishment of harmonious relationship between the workers.

(h) Better utilization of various resources.

() Satisfaction of the needs of the customers by providing higher quality products at
lower prices.

Criticism

1. Worker's Criticism:

(a) Speeding up of workersScientific Management is only a device to speed
up the workers without much regard for their health and well-being.

(b) Loss of individual worker's initiative Scientific Management reduces workers
to automatic machine by taking away from them the function of thinking.

(c) Problem of monotonyBy separating the function of planning and thinking
20 from that of doing, Scientific Management reduces work to mere routine.



(d) Reduction of EmploymentScientific Management creates unemploymentManagement Science: Theory

and hits the workers hard.

(e)

and Practice

Weakening of Trade UnionstUnder Scientific Management, the important

issues of wages and working conditions are decided by the management
through scientific investigation and the trade unions may have little say in the

matter.

(f)

Exploitation of workers: Scientific Management improves productivity

through the agency of workers and yet they are given a very small share of

the benefit of such improvement.

Employer's Criticism:

(a) Heavy Investmentit requires too heavy an investment. The employer has
to meet the extra cost of the planning department though the foreman in this
department do not work in the workshop and directly contribute towards

higher production.

(b)

Loss due to re-organizationThe introduction of Scientific Managem

ent

requires a virtual reorganization of the whole set-up of the industrial unit.

Work may have to be suspended to complete such re-organization.

(c)

Unsuitable for small scale firmsvarious measures like the establishment

of a separate personnel department and the conducting of time and motion

studies are too expensive for a small or modest size industrial unit.

Is Taylorism Really Dead?

Fred Taylor took a lot of flack during his heyday. Unions were suspicious of him, empld
were skeptical of his claims and the government thought he needed to be invest
Taylor's philosophy permeated his whole life. Sudhin Kakar, in his study, Frederick Tayl
Study in Personality and Innovation (Cambridge: MIT Press, 1970), notes that he did
strange things as experiment with his legs on cross-country walks to discover the st

yers
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would cover the greatest distance with the least expenditure of energy; as a young man,

before going to a dance, he would conscientiously and systematically list the attractiv
unattractive girls with the object of dividing his time equally between them; and he
incurred the wrath of his playmates when he was more concerned that the playing fi¢
sports be scientifically measured than he was with actually playing the game.

Taylor's "one best way" philosophy has often been misunderstood; though he be
that in terms of physical motions there should be "one best way", he also recognizq
the equipment needed to perform the "one best way" would vary from person to p¢
His famous example of equipping a large man and a small man with shovels of differen
to match the equipment with the person.

While it is fashionable today to blast Taylor as being insensitive to human needj
treating people like machines, it is painfully obvious that his influence is probably as
now as it ever was. Though Taylor is criticized for treating people only as economic bg
surveys show that dollar motivation is still strong, particularly in manufacturing organizat
If one includes managerial personnel who are on some type of bonus or profit-s
scheme, then we probably have more people today on economic incentive systen
ever before.

Source: Jerry L Gray and Frederick A Starke "ORGANIZATIONAL BEHAVIOUR - concepts and applications"- Charle
Merrill Publishing Company Columbus (Third Edition) Page 9.
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Contributions of Scientific Management Chief among these are:

1. Emphasis on rational thinking on the part of management.

21



Principles of Management and 2 = Focus on the need for better methods of industrial work through systematic study

Organisational Behaviour

22

and research.

Emphasis on planning and control of production.

Development of Cost Accounting.

Development of incentive plans of wage payment based on systematic study of work.
Focus on need for a separate Personnel Department.

N o o Mo

Focus on the problem of fatigue and rest in industrial work.

Taylor was the pioneer in introducing scientific reasoning to the discipline of management.
Many of the objections raised were later remedied by the other contributors to scientific
management like Henry L Gantt, Frank and Lillian Gilbreth and Harrington Emerson.

Frank (USA, 1867 - 1924) and Lillian (U.S.A, 1878 - 1912)he ideas of Taylor

were also strongly supported and developed by the famous husband and wife team of
Frank and Lillian Gilbreth. They became interested in wasted motions in work. After
meeting Taylor, they combined their ideas with Taylor's to put scientific management
into effect. They made pioneering effort in the field of motion study and laid the entire
foundation of our modern applications of job simplification, meaningful work standards
and incentive wage plans. Mrs. Gilbreth had a unique background in psychology and
management and the couple could embark on a quest for better work methods. Frank
Gilbreth is regarded as the father of motion study. He is responsible for inculcating in the
minds of managers the questioning frame of mind and the search for a better way of
doing things.

Gilbreth's contributions to management thought are quite considerable. His main
contributions are:

(a) The one best way of doing a job is the way which involves the fewest motions
performed in an accessible area and in the most comfortable position. The best
way can be found out by the elimination of inefficient and wasteful motions involved
in the work.

(b) He emphasized that training should be given to workers from the very beginning so
that they may achieve competence as early as possible.

(c) He suggested that each worker should be considered to occupy three positions - (i)
the job he held before promotion to his present position, (ii) his present position, and
(iii) the next higher position. The part of a worker's time should be spent in teaching
the man below him and learning from the man above him. This would help him
qualify for promotion and help to provide a successor to his current job.

(d) Frankand Lillian Gilberth also gave a thought to the welfare of the individuals who
work for the organization.

(e) Gilbreth also devised methods for avoiding wasteful and unproductive movements.
He laid down how workers should stand, how his hands should move and so on.

Henry Lawrence Gantt (USA, 1861 - 1819H:.L Gantt was born in 1861. He graduated
from John Hopkins College. For some time, he worked as a draftsman in an iron foundry.
In 1884, he qualified as a mechanical engineer at Stevens Institute. In 1887, he joined the
Midvale Steel Company. Soon, he became an assistant to F.W Taylor. He worked with
Taylor from 1887 - 1919 at Midvale Steel Company. He did much consulting work on
scientific selection of workers and the development of incentive bonus systems. He
emphasized the need for developing a mutuality of interest between management and
labour. Gantt made four important contributions to the concepts of management:

1. Gantt chart to compare actual to planned performance. Gantt chart was a daily
chart which graphically presented the process of work by showing machine



operations, man hour performance, deliveries, effected and the work in arreafsnagement Scierzjce: Theory
This chart was intended to facilitate day-to-day production planning. and Practice

Task-and-bonus plan for remunerating workers indicating a more humanitarian
approach. This plan was aimed at providing extra wages for extra work besides
guarantee of minimum wages. Under this system of wage payment, if a worker
completes the work laid out for him, he is paid a definite bonus in addition to his

daily minimum wages. On the other hand, if a worker does not complete his work,

he is paid only his daily minimum wages. There was a provision for giving bonus to

supervisors, if workers under him were able to earn such bonus by extra work.

Psychology of employee relations indicating management responsibility to teach
and train workers. In his paper "Training Workmen in Habits of Industry and
Cooperation”, Gantt pleaded for a policy of preaching and teaching workmen to do
their work in the process evolved through pre-thinking of management.

Gantt laid great emphasis on leadership. He considered management as leadership
function. He laid stress on the importance of acceptable leadership as the primary
element in the success of any business.

Gantt's contributions were more in the nature of refinements rather than fundamental
concepts. They made scientific management more humanized and meaningful to devotees
of Taylor.

Harrington Emerson (USA, 1853 - 1931Emerson was an American Engineer. He
devoted his attention to efficiency in industry. He was the first to use the term 'efficiency
engineering' to describe his brand of consulting. He called his philosophy "The Gospel of
Efficiency". According to him, "efficiency means that the right thing is done in the right
manner, by the right man, at the right place, in the right time".

Emerson laid down the following principles of efficiency to be observed by management:-

(1)
)
®3)
(4)
(5)
(6)
()
(8)
9)

Ideals

Common Sense
Competent Counsel
Discipline

Fair Deal

Proper Records
Dispatching

Standards and Schedules

Standard Conditions

(10) Standardized Operations

(11) Standard practice instructions and
(12) Efficiency Reward.

B. Administrative Management Theorydenry Fayol was the most important
exponent of this theory. The pyramidal form, scalar principle, unity of command,
exception principle, span of control and departmentalisation are some of the
important concepts set forth by Fayol and his followers like Mooney and
Reiley, Simon, Urwick, Gullick etc.

Henry Fayol (France, 1841 - 1925} enry Fayol was born in 1941 at Constantinople in

France. He graduated as a mining engineer in 1860 from the National School of Mining.

After his graduation, he joined a French Coal Mining Company as an Engineer. After a

couple of years, he was promoted as manager. He was appointed as General Manager of 23
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bankrupt. Henry Fayol succeeded in converting his company from near bankruptcy to a
strong financial position and a record of profits and dividends over a long period.

Concept of ManagementHenry Fayol is considered the father of modern theory of
general and industrial management. He divided general and industrial management into
six groups:

1. Technical activities - Production, manufacture, adaptation.
Commercial activities - buying, selling and exchange.
Financial activities - search for and optimum use of capital.

Security activities - protection of property and persons.

o b~ 0D

Accounting activities - stock-taking, balance sheet, cost, and statistics.
6. Managerial activities - planning, organization, command, co- ordination and control.

These six functions had to be performed to operate successfully any kind of business.
He, however, pointed out that the last function i.e., ability to manage, was the most
important for upper levels of managers.

The process of management as an ongoing managerial cycle involving planning, organizing,
directing, co-ordination, and controlling, is actually based on the analysis of general
management by Fayol. Hence, it is said that Fayol established the pattern of management
thought and practice. Even today, management process has general recognition.

Fayol's Principles of ManagementThe principles of management are given below:

1. Division of work: Division of work or specialization alone can give maximum
productivity and efficiency. Both technical and managerial activities can be performed
in the best manner only through division of labour and specialization.

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

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

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

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

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

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

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



9.  Scalar Chain: The unity of command brings about a chain or hierarchy of commanianagement Scierzjce: Theory
linking all members of the organization from the top to the bottom. Scalar denotes steps. and Practice

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

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

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

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

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

C. Bureaucratic Model: Max Weber, a German Sociologist developed the
bureaucratic model. His model of bureaucracy include

() Hierarchy of authority.

(i) Division of labour based upon functional specialization.

(i) A system of rules.

(iv) Impersonality of interpersonal relationships.

(v) A system of work procedures.

(vi) Placement of employees based upon technical competence.
(vi) Legal authority and power.

Bureaucracy provides a rigid model of an organization. It does not account for important
human elements. The features of Bureaucracy are:-

1. Rigidity, impersonality and higher cost of controls.

2.  Anxiety due to pressure of conformity to rules and procedure.
3. Dependence on superior.

4. Tendency to forget ultimate goals of the organization.

Bureaucratic Model is preferred where change is not anticipated or where rate of change
can be predicated. It is followed in government departments and in large business
organizations.

1.7.3 Neoclassical Theory

Neo-classical Theory is built on the base of classical theory. It modified, improved and
extended the classical theory. Classical theory concentrated on job content and
management of physical resources whereas, neoclassical theory gave greater emphasis
to individual and group relationship in the workplace. The neo- classical theory pointed
out the role of psychology and sociology in the understanding of individual and group
behaviour in an organization.

George Elton Mayo (Australia, 1880 - 194%lton Mayo was born in Australia. He
was educated in Logic and Philosophy at St. Peter's College, Adelaide. He led a team of

researchers from Harvard University, which carried out investigation in human problems 05
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some experiments (known as Hawthorne Experiments) and investigated informal
groupings, informal relationships, patterns of communication, patterns of informal leadership
etc. Elton Mayo is generally recognized as the father of Human Relations School. Other
prominent contributors to this school include Roethlisberger, Dickson, Dewey, Lewin
etc.

Hawthorne Experiment:ln 1927, a group of researchers led by Elton Mayo and Fritz
Roethlisberger of the Harvard Business School were invited to join in the studies at the
Hawthorne Works of Western Electric Company, Chicago. The experiment lasted up to
1932. The Hawthorne Experiments brought out that the productivity of the employees is
not the function of only physical conditions of work and money wages paid to them.
Productivity of employees depends heavily upon the satisfaction of the employees in
their work situation. Mayo's idea was that logical factors were far less important than
emotional factors in determining productivity efficiency. Furthermore, of all the human
factors influencing employee behaviour, the most powerful were those emanating from
the worker's participation in social groups. Thus, Mayo concluded that work arrangements
in addition to meeting the objective requirements of production must at the same time
satisfy the employee's subjective requirement of social satisfaction at his work place.

The Hawthorne experiment consists of four parts. These parts are briefly described below:-

1. lllumination Experiment.

2. Relay Assembly Test Room Experiment.

3. Interviewing Programme.

4. Bank Wiring Test Room Experiment.

1. llumination Experiment: This experiment was conducted to establish relationship

between output and illumination. When the intensity of light was increased, the
output also increased. The output showed an upward trend even when the illumination
was gradually brought down to the normal level. Therefore, it was concluded that
there is no consistent relationship between output of workers and illumination in the
factory. There must be some other factor which affected productivity.

2. Relay Assembly Test Room Experimefiitis phase aimed at knowing not only

the impact of illumination on production but also other factors like length of the
working day, rest hours, and other physical conditions. In this experiment, a small
homogeneous work-group of six girls was constituted. These girls were friendly to
each other and were asked to work in a very informal atmosphere under the
supervision of a researcher. Productivity and morale increased considerably during
the period of the experiment. Productivity went on increasing and stabilized at a
high level even when all the improvements were taken away and the pre-test
conditions were reintroduced. The researchers concluded that socio-psychological
factors such as feeling of being important, recognition, attention, participation,
cohesive work-group, and non-directive supervision held the key for higher
productivity.

3. Mass Interview ProgrammeThe objective of this programme was to make a
systematic study of the employees' attitudes which would reveal the meaning which
their "working situation" has for them. The researchers interviewed a large number
of workers with regard to their opinions on work, working conditions and supervision.
Initially, a direct approach was used whereby interviews asked questions considered
important by managers and researchers. The researchers observed that the replies
of the workmen were guarded. Therefore, this approach was replaced by an indirect
technique, where the interviewer simply listened to what the workmen had to say.
The findings confirmed the importance of social factors at work in the total work
environment.



Bank Wiring Test Room ExperimentThis experiment was conducted by Management Science: Theory
Roethlisberger and Dickson with a view to develope a new method of observation and Practice
and obtaining more exact information about social groups within a company and

also finding out the causes which restrict output. The experiment was conducted to

study a group of workers under conditions which were as close as possible to

normal. This group comprised of 14 workers. After the experiment, the production

records of this group were compared with their earlier production records. It was

observed that the group evolved its own production norms for each individual worker,

which was made lower than those set by the management. Because of this, workers

would produce only that much, thereby defeating the incentive system. Those

workers who tried to produce more than the group norms were isolated, harassed

or punished by the group. The findings of the study are:-

() Each individual was restricting output.
(i) The group had its own "unofficial" standards of performance.
(i) Individual output remained fairly constant over a period of time.

(iv) Informal groups play an important role in the working of an organization.

Contributions of the Hawthorne Experimeng&lton Mayo and his associates conducted
their studies in the Hawthorne plant of the western electrical company, U.S.A., between
1927 and 1930. According to them, behavioural science methods have many areas of
application in management. The important features of the Hawthorne Experiment are:-

1.

A business organization is basically a social system. Itis not just a techno-economic
system.

The employer can be motivated by psychological and social wants because his
behaviour is also influenced by feelings, emotions and attitudes. Thus economic
incentives are not the only method to motivate people.

Management must learn to develop co-operative attitudes and not rely merely on
command.

Participation becomes an important instrument in human relations movement. In
order to achieve participation, effective two-way communication network is essential.

Productivity is linked with employee satisfaction in any business organization.
Therefore management must take greater interest in employee satisfaction.

Group psychology plays an important role in any business organization. We must
therefore rely more on informal group effort.

The neo-classical theory emphasizes that man is a living machine and he is far
more important than the inanimate machine. Hence, the key to higher productivity
lies in employee morale. High morale results in higher output.

Elements of Behavioural TheoryThere are three elements of behavioural theory.

1.

The Individual: The neoclassical theory emphasized that individual differences
must be recognised. An individual has feelings, emotions, perception and attitude.
Each person is unique. He brings to the job situation certain attitudes, beliefs and
ways of life, as well as skills. He has certain meaning of his job, his supervision,
working conditions etc. The inner world of the worker is more important than the
external reality in the determination of productivity. Thus human relations at work
determine the rise or fall in productivity. Therefore human relationists advocate the
adoption of multidimensional model of motivation which is based upon economic,
individual and social factors.

Work Groups: Workers are not isolated; they are social beings and should be

treated as such by management. The existence of informal organization is natural. ”7
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3. Participative ManagemeniThe emergence of participative management is inevitable
when emphasis is laid on individual and work groups. Allowing labour to participate in
decision making primarily to increase productivity was a new form of supervision.
Management now welcomes worker participation in planning job contents and job
operations. Neoclassical theory focuses its attention on workers. Plant layout,
machinery, tool etc., must offer employee convenience and facilities. Therefore,
neoclassical approach is trying to satisfy personal security and social needs of workers.

Human relationists made very significant contribution to management thought by bringing
into limelight human and social factors in organizations. But their concepts were carried
beyond an appropriate limit. There are many other factors which influence productivity
directly. Modern management thought wants equal emphasis on man and machine and we
can evolve appropriate man- machine system to secure both goals — productivity and
satisfaction.

Do Happy Cows Give More Milk?

The Human Relations School of thought has been accused of advocating "cow sociglogy"
as a method of managing people, i.e., since happy cows can give more milk, it follow that
happy people will produce more. But do happy cows give more milk? Or, perhaps more
importantly, how can you tell if cows are happy? In our quest for an answer to these
important questions we asked farmers, dairies, and professors of agriculture; we read jpurnals
(Journal of dairy Science), textbooks on dairy management, and popular farm publicgtions.
We even assigned a graduate student to research the question. But alas, we could not
uncover any scientific evidence proving it to be true (although everyone we spoke to
believed it to be true). In one study, we found, an author noted the importande of
"psychological and stress" factors which affected milk production, but declined to study
them because "they were too difficult to measure". So at least for the present, wel must
scientifically conclude that the question is yet unanswered. Nevertheless, we were impfessed
by one textbook in dairy science in which the author prescribes several technigyes to
maximize milk production:

1. Cows become accustomed to a regular routine; disturbing his routine disturbs them and
causes a decrease in milk production.

2. Attendants should come into close contact with the cows, and it is important that the
best of relations exist between the cows and keepers.

The cows should not be afraid of the attendants.
Cows should never be hurried.

Chasing cows with dogs or driving them on the run should never be allowed.

o 0o A~ W

In the barn, attendants must work quietly; loud shouting or quick movements ypset
cows and cause them to restrict production.

Now the question is, can these principles be applied to people?

Source: Clarence H Eckles, Dairy Cattle and Milk Production (New York: Macmillan 1956), Page 332 - 33

Limitations of Human Relations Approach:-

1. The human relationists drew conclusions from Hawthorne studies. These conclusions
are based on clinical insight rather than on scientific evidence.

2. The study tends to overemphasize the psychological aspects at the cost of the
structural and technical aspects.

3. Itis assumed that all organizational problems are amenable to solutions through

28 human relations. This assumption does not hold good in practice.



4.  The human relationists saw only the human variables as critical and ignored otM@tagement SC;’&C‘;;C*;E‘;W
variables.

5.  The human relationists overemphasize the group and group decision-making. But
in practice, groups may create problems and collective decision-making may not
be possible.

1.7.4 Modern Theory (System Approach)

The systems approach to management indicates the fourth major theory of management
thought called modern theory. Modern theory considers an organization as an adaptive
system which has to adjust to changes in its environment. An organization is now defined
as a structured process in which individuals interact for attaining objectives.

Meaning of "System™: The word system is derived from the Greek word meaning to
bring together or to combine. A system is a set of interconnected and inter-related elements
or component parts to achieve certain goals. A system has three significant parts:

1. Everysystemis goal-oriented and it must have a purpose or objective to be attained.

2. In designing the system we must establish the necessary arrangement of
components.

3. Inputs of information, material and energy are allocated for processing as per plan
so that the outputs can achieve the objective of the system.

PLANS INPUTS PROCESS OUTPUTS
1. Objectives 1. Information Conversion of 1. Information
2. Policies —p 2.Energy — p inputsinto - 2. Energy
3. Procedures 3. Raw outputs Men- 3. Materials
4. Programme Materials Machine or goods
5. Schedules System
6. Methods
GOALS AND PLANS RESOURCES PRODUCTION SALEABLE PRODUCTS
Note:

1. Generally there are three basic inputs that enter the processor of the system namely information
(Technology), energy (motive power) and materials to be transformed into goods.

2. If the output is service, materials are not included in the inputs.
If we have a manufacturing company, output are goods or materials.
4. If we have a power generating company, output is energy.

Figure 1.2: The Design of a Basic System

Systems Approach Applied to an Organizationthen systems approach is applied to
organization, we have the following features of an organization as an open adaptive
system:-

It is a sub-system of its broader environment.

It is a goal-oriented — people with a purpose.

Itis a technical subsystem — using knowledge, techniques, equipment and facilities.
It is a structural subsystem — people working together on interrelated activities.

It is a psychosocial system — people in social relationships.

2 A

Itis co-ordinate by a managerial sub system, creating, planning, organizing, motivating,
communicating and controlling the overall efforts directed towards set goals. 29
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1.

The Systems ApproachAn organization as a system has five basic parts -

(1) Input
(2) Process
(3) Output

(4) Feedback and

(5) Environment.

It draws upon the environment for inputs to produce certain desirable outputs. The success
of these outputs can be judged by means of feedback. If necessary, we have to modify
out mix of inputs to produce as per changing demands.

2.

Dynamic: We have a dynamic process of interaction occurring within the structure
of an organization. The equilibrium of an organization and its structure is itself
dynamic or changing.

Multilevel and Multidimensional:Systems approach points out complex multilevel
and multidimensional character. We have both a micro and macro approach. A
company is micro within a business system. It is macro with respect to its own
internal units. Within a company as a system we have:-

(1) Production subsystem
(2) Finance subsystem
(3) Marketing subsystem

(4) Personnel subsystem.

All parts or components are interrelated. Both parts as well as the whole are equally
important. At all levels, organizations interact in many ways.

4.

Multimotivated: Classical theory assumed a single objective, for instance, profit.
Systems approach recognizes that there may be several motivations behind our
actions and behaviour. Management has to compromise these multiple objectives
eg: - economic objectives and social objectives.

Multidisciplinary: Systems approach integrates and uses with profitideas emerging
from different schools of thought. Management freely draws concepts and
techniques from many fields of study such as psychology, social psychology,
sociology, ecology, economics, mathematics, etc.

Multivariable: It is assumed that there is no simple cause-effect phenomenon. An
event may be the result of so many factors which themselves are interrelated and
interdependent. Some factors are controllable, some uncontrollable. Intelligent
planning and control are necessary to face these variable factors.

Adaptive: The survival and growth of an organization in a dynamic environment
demands an adaptive system which can continuously adjust to changing conditions.
An organization is an open system adapting itself through the process of feedback.

Probabilistic: Management principles point out only probability and never the
certainty of performance and the consequent results. We have to face so many
variables simultaneously. Our forecasts are mere tendencies. Therefore, intelligent
forecasting and planning can reduce the degree of uncertainty to a considerable
extent.

Contingency Theory:Systems approach emphasizes that all sub- systems of an
organization along with the super system of environment are interconnected and



interrelated. Contingency approach analysis and understands these interrelationshifjagggement SC;’&“;;C*;E‘;W
that managerial actions can be adjusted to demands of specific situations or circumstances.
Thus the contingency approach enables us to evolve practical answers to problems
demanding solutions. Organization design and managerial actions most appropriate to
specific situations will have to be adopted to achieve the best possible result under the
given situation. There is no one best way (as advocated by Taylor) to organize and
manage. Thus, Contingency Approach to management emphasizes the fact that
management is a highly practice-oriented discipline. It is the basic function of managers
to analyse and understand the environments in which they function before adopting their
techniques, processes and practices. The application of management principles and
practices should therefore be continent upon the existing circumstances.

Contingency approach guides the manager to be adaptive to environment. It tells the
manager to be pragmatic and open minded. The contingency approach is an improvement
over the systems approach. It not only examines the relationships between sub-systems
of the organization, but also the relationship between the organization and its environment.
However, the contingency approach suffers from two limitations:-

1. It does not recognize the influence of management concepts and techniques on
environment.

2. Literature on contingency management is yet not adequate.

Check Your Progress 2

Trace the evolution of management thought.

Explain the elements of scientific management thought.

State and explain the 14 principles of management.

What are the elements of behavioural theory?

Explain the characteristics of the systems approach to management.

12 T L

Explain the contingency theory.

Check Your Progress 3

1. What do you mean by Organisational Management Analysis (OMA)?

2. Why are management consultants used by organisations?

1.8 LET US SUM UP

Management occupies such an important place in the modern world that the welfare of
the people and the destiny of the country are very much influenced by it. It is an operative
force in all complex organisations trying to achieve some stated objectives. Management
is necessary for a business firm, government enterprises, education and health services,
military organisations, trade associations and so on. The origin of management can be
traced back to the days when man started living in groups. . During this period, stalwarts
like F.W Taylor, H.L. Gantt, Emerson, Frank and Lillian Gilberth etc., laid the foundation

of management, which in due course, came to be known as scientific management.
Henry Fayol is considered the father of modern theory of general and industrial
management. The 14 principles of management given by fayol are the bases of the
science of management. The neo- classical theory pointed out the role of psychology 31
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The systems approach to management indicates the third major theory of management
thought called modern theory. Modern theory considers an organization as an adaptive
system which has to adjust to changes in its environment.

1.9 LESSON END ACTIVITY

“Management in some form or other has been practiced in the various part of the world
since the down of civilization. It was against this background that the pioneers of modern
management laid the foundations of modern management theory and practice.”
In the context of above statement discuss the evaluation of management thought.

1.10 KEYWORDS

Management

Professionalisation of Management
Scientific Management
Behavioural Theory

Contingency Theory

1.11 QUESTIONS FOR DISCUSSION

1. Define management and explain its scope.
2. "Management is the art of getting things done through and with people in formally
organised groups." Explain.

3. Management is regarded as an art by some, a science and inexact science by
others. The truth seems to be somewhere in between. In the light of this statement,
explain the nature of management.
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2.0 AIMS AND OBJECTIVES

In this lesson we will study the social responsibility of business and business ethics. After
studying this lesson you will be able to:

() describe social responsibility and obligations of business.
(i) know meaning and types of business ethics.
(i) understand issues and global business management.

2.1 INTRODUCTION

Every individual living in the society has obligations towards society. Business men
therefore have an obligation to run the business on those lines which make the business
desirable from the point of view of society. Therefore, their decisions must be influenced
by their obligations towards society. Traditionally, however the term business commonly
referred to commercial activities aimed at making a profit for the owners. Therefore, the
fundamental assumption was that profit maximization was the basic objective of every
firm. Therefore some people argue that a business is an economic unit and therefore it
does not have any responsibility towards society. However, this is not a right approach
because it would be difficult to segregate the economic aspect from other aspects.
Today, businessmen have reaffirmed their belief in the concept of "Social Responsibilities
of Business". David and Blomstorm have observed that business is "a social institution,
performing a social mission and having a broad influence on the way people live and
work together".

2.2 SOCIAL RESPONSIBILITY OF BUSINESS

One of the most revolutionary changes in capitalism over the last 50 years is the
development of a “conscience'. Private business which is the hard core of this economic
system has realized and has been made to realize by several social, economic and political
forces that it has social obligations to fulfil besides ensuring its own existence through
profitable activity. Every individual living in the society has social obligations towards it.
Viewed in this prospective, businessmen who are merely custodians of factors of
production belonging to the society, have also an obligation to pursue those policies, to
make those decisions and to follow those lines of action which are desirable in terms of
the objectives and values of the society. Business managers are also a part of the society.
So their decisions must be influenced by their obligations towards the society.

There is no denying the fact that part of this realization is not genuine and takes the form
of lip service which is necessary to ensure the survival of private enterprises. But it
cannot be denied also that private business does partly realize and recognize the hard
reality that a privately owned firm cannot meet the challenge of socialism and allied
doctrines unless it sets its house in order, changes its outlook and is prepared to play its
legitimate role as an organ of society.

A careful study of the concept of social responsibility reveals that it has two different
facets:

1. Businessmen recognize that since they are managing an economic unit in the society,
they have a broad obligation to the society with regard to matters affecting
employment, availability of goods and inflation.

2. Social responsibility refers to both socio-economic and socio-human obligations of
the business. It indicates a businessman's obligation to nurture and develop human
values such as motivation, morale, co-operation and self-realization in work.

It may be argued by some people that business is wholly an economic unit and therefore,
its responsibilities are limited only to economic aspect of general public and it must be



judged by its economic performance. If this reasoning is accepted, the businessmeriManagement and Society
might be concerned with the economic costs of unemployment, but not with the loss of

human dignity and social disorganization that accompany it. However, this is not right

approach for it is very difficult to separate economic aspects of life from its other values.

They are intermixed with each other. Social responsibility of business is not a new concept.

Leading businessmen of the world have reaffirmed their belief in this concept. It affects

their decisions and actions. They recognize that since they are managing an economic

unit in the society, they have an obligation to the society with regard to their decisions

and actions affecting social welfare.

It will be useful here to go into some of the forces and factors which have formed and
persuaded businessmen to consider their responsibilities and the conditions which were
favourable to the development of businessmen's concern with social responsibilities.
Some of the more important among them are:-

1. The threat of public regulation or public ownership.

The pressure of the labour movement.

The development of moral values and social standards applicable to businessmen.
The development of business education and contact with government and its problems.

ok D

Recognition of human factors contributing to the long run interests of the business
people.

6. The development of a professional managerial class with a different motivation
and point of view due to the separation of ownership from management in the
corporate enterprise.

7. Theincreased complexity of the decision-making processes in which various points
of view and devise interests are expressed.

8. The change in public opinion about the role of business in modern society.

These and a number of other social, ethical and economic forces have combined together
to make business a socio-economic activity. Business is no longer a mere occupation; it
iS an economic institution operating in social environment — an institution that has to
reconcile its short-term and long-range economic interests with the demands of the
society in which it functions. Essentially, it is this which gives rise to the general and
specific social responsibilities of business.

2.3 ARGUMENTS IN FAVOUR OF SOCIAL RESPONSIBILITY
OF BUSINESS

2.3.1 Business is a creation of society and therefore it should respond to
the demands of the society

Business managers are obliged to use its resources for the common good of society
because the business uses resources which belong to the society. It is therefore necessary
that every business enterprise should fulfil its obligations to society.

2.3.2 The self-interest of business is best served by meeting the aspirations
of society

The long-term self-interests of the business are best served when business assumes
social responsibilities. People who have good environment, education and opportunity
make better employees, and customers for the business. Hence there is a growing
realization on the part of the enlightened business managers that it is in their self-interest
to fulfil the aspirations of the society.

35
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2.3.3 To improve the public image of business

The business will retain the needed credibility with the public if it performs its social
obligations. Good relations with workers, consumers and suppliers will lead to success of
business.

2.3.4 ltis the moral thing to do

The social responsibilities of business managers must be proportionate to their social
power. If the business managers do not assume social responsibility, their social power
will be taken away by the society through government control and regulations and other
measures.

2.4 ARGUMENTS AGAINST SOCIAL RESPONSIBILITY
OF BUSINESS

2.4.1 Responsibility of Government

Welfare schemes are the sole responsibility of the government. Business should not
have any relationship with welfare schemes. It is for the Government to adopt schemes
and measures for the upliftment of the weaker sections of the society.

2.4.2 Conflicting considerations of private market mechanism and social
responsibility

Private market mechanism and social responsibilities are opposite to each other and
therefore a businessman will have to be guided by any one of the two considerations.

2.4.3 Disregard of Market Mechanism

Market mechanism is the appropriate way to allocate scarce resources to alternative
use. The doctrine of social responsibility interferes with the market mechanism and
results in an inappropriate way to allocate scarce resources.

2.4.4 Arbitrary Power to Businessmen

Businessmen will get arbitrary powers in the matter of allocation of resources in the
welfare of society. They should have no right to interfere with governmental responsibility.

Check Your Progress

1. What do you mean by social responsibility of business?

2. Give your arguments in favour of social responsibility of business.

3. What are the arguments against social responsibility of business?

2.5 OBLIGATIONS OF BUSINESS TOWARDS DIFFERENT
SEGMENTS OF THE SOCIETY

2.5.1 Obligations towards owners or shareholders

In the case of sole trader ship and partnership concerns, the owners can look after their
interest themselves. Whereas in the case of the company, the directors have the following
responsibilities towards the shareholders:



(A) Reasonable Dividendshareholders are a source of funds for the company. They Management and Society

expect a high rate of dividend on the money invested by them and also the
maximization of the value of their investment in the company.

(B) Protection of assetsThe assets of the company are purchased with shareholders
funds. Therefore the company is responsible to safeguard these assets.

(C) Information: It is the responsibility of the management to keep the shareholders
informed about the financial position as well as the progress of the company.

2.5.2 Obligations towards Customers

Customer's satisfaction is the ultimate aim of all economic activity. Therefore, it is, the
duty of management

(a) To make goods of the right quality available to the right people at the right time and
place and at reasonable prices.

(b) The business should not indulge into unfair practices such as black marketing,
hoarding, adulteration etc.

(c) To provide prompt and courteous service to customers.
(d) To handle customers grievances carefully.

(e) To distribute the goods and services properly so that the customers do not face any
difficulty in purchasing them.

(f) To produce goods which meet the needs of the customer who belong to different
classes, tastes and with different purchasing power.

2.5.3 Obligations towards Employees

Employees should be treated as human beings and their co-operation must be achieved
for the realization of organizational goals. The business should fulfil the following
obligations towards their employees.

(a) Fair wages:Business should pay reasonable salaries so that their employee's may
lead a good life and satisfy their needs.

(b) Adequate benefitsEmployees should be provided benefits like housing, insurance
cover, medical facilities and retirement benefits.

(c) Good Working Conditions:Good working conditions are necessary to maintain
the health of the workers. Therefore they must be provided with good working
conditions.

(d) Opportunity for Growth: Business should give their employees opportunity to
develop their capabilities through training and education.

(e) Recognition of Worker's RightsiThe business should recognize the worker's
right to fair wages, to form trade unions, to collective bargaining etc.

(f) Co-operation:The business must win the co-operation of the workers by creating
the conditions in which workers are willing to put forward their best efforts towards
the common goals of the business.

2.5.4 Responsibility towards Suppliers

The business must create healthy relations with the supplier. Management should deal
with them judiciously. They should be provided with fair terms and conditions regarding
price, quality, delivery of goods and payment.
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It is the duty of every business enterprise to manage its affairs according to the laws
affecting it. It should pay taxes and other dues honestly. It should not encourage corruption,
black marketing and other social evils. It should discourage the tendencies of concentration
of economic power and monopoly and should encourage fair trade practices.

2.5.6 Obligation towards Society

Every business owes an obligation to the society at large. The following are the important
obligations of business towards society.

(a) Socio-Economic Objective# business should not indulge in any practice which
is not fair from social point of view. The business should use the factors of production
effectively and efficiently for the satisfaction of the needs of the society.

(b) Employment Opportunitiestt is the responsibility of management to help increase
direct and indirect employment in the area where it is functioning.

(c) Efficient use of ResourcesThe resources at the command of business belongs

to the society. Therefore, the business should make the best possible use of the
resources at its disposal for the well being of the society.

(d) Business Morality: The business should not indulge into anti-social and unfair
trade practices such as adulteration, hoarding and black marketing.

(e) Improving local environment:Business should take preventive measures against
water and air pollution. It can develop the surrounding area for the well being of
the employees and the general public. A business can also contribute to the
advancement of local amenities.

Check Your Progress 2

State the obligations of business towards shareholders.

.

Do business have an obligation towards its employees? State your regsons.

3.  What are the obligations business have towards its customers?

2.6 BUSINESS ETHICS

Business is an integral part of the social system; and it influences other elements of
society. The organization of the business, the way the business functions innovations,
new ideas etc., may affect society. Business activities have greatly influenced social
attitudes, values, outlooks, customs traits etc. Thus, it is true that business influences
society. It is also true that society influences business. The type of products to be
manufactured and marketed, the marketing strategies to be employed, and the way the
business should be organized are all influenced by the society. Hence, a business has to
adapt to these uncontrollable external environments.

Business, in general, refers to the totality of all enterprises in a country, engaged in
manufacturing, industry, trade, finance, banking etc. In modern societies, business occupies
a dominating place affecting the life of citizens in different ways. Traditionally, the term
business commonly referred to commercial activities aimed at making a profit. The
economic theory made a fundamental assumption that profit maximization was the basic
objective of every firm. According to Milton Friedman, "there is only one social
responsibility of business — to use its resources and engage in activities designed to
increase its profits". The old concept of business, confining it to commerce and private
profit, has undergone a radical change. Today, business is regarded as a social institution
forming an integral part of the social system. Therefore, business has to contribute to
man's happiness, his freedom and his mental, moral and spiritual growth.



According to Prof. Harold, "In a time when bribes, illegal pay-off, price conspiracies and Management and Society
accusations of irresponsibility continue to tarnish the image of American business, the
problem of ethics in the free enterprise system remains a valid and difficult one".

Calkins is of the view that - "It is now recognized that the direction of business is important
to the public welfare, that businessmen perform a social function".

David and Blomstorm remarks that business is "a social institution, performing a social
mission and having a broad influence on the way people live and work together."

Thus the term business refers to the development and processing of economic values in
society. As Rabbi Hillel put it - "If I am not for myself, then who is for me? And if | am

not for others then who am 1? Thus, the relations between the individual and his actions
in the society demands that the need of the individual require that he be for others as well
as for himself. According to Davis and Blomstorm, "Our modern view of society is an
ecological one. Ecology is concerned with the mutual relations of human populations or
systems with their environment. It is necessary to take this broad view because the
influence and involvement of business are extensive. Business cannot isolate itself from
the rest of society. Today the whole society is a business's environment".

2.7 TYPES OF BUSINESS ETHICS

Chester Barnard refers to the following types of moralities in a company:
e  Personal responsibility.

e Representative or official responsibility.

e Personal loyalties.

e  Corporate responsibilities.

e  Organizational loyalties.

e  Economic responsibilities.

e  Technical morality.

e Legal responsibility.

2.7.1 Personal Responsibility

It refers to a man's personal code of ethics. If a man behaves in honesty, he will behave
in a very honest and straight forward manner. According to Walton, "A morally responsible
executive is one who knows the various kinds of value systems that may be employed in
a particular situation and has a rather clear idea of what values hold ascendancy
(precedence or priority) over others in a conflict". This definition of Walton is rather an
over-simplification. A businessman may think he is acting ethically but others may not
consider his behaviour as ethical.

2.7.2 Representative or Official Responsibility

A manager's action often represents the position he holds or the office he occupies
rather than his personal beliefs. This is so because the manager represents the business.
He has to follow the rules and regulations of the business, e.g. a manager may want to
do something but the regulations may forbid him from doing it and therefore his hands
are tied and he may not do it.

2.7.3 Personal Loyalties

Sometimes personal loyalties are so strong that ethical standards may not be applied
when acting towards a particular individual. Personal loyalties include the loyalties of a
subordinate to his superior and superior's loyalty towards his subordinate. 39
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Loyalties of a subordinate to his superiolf a subordinate has strong personal
loyalty towards their superior, they turn a blind eye towards the blunders committed
by their superiors and attempt to defend their omissions and commissions. For
example, if the branch manager of a bank is sanctioning loan without any security
and this act on his part may bring disastrous financial troubles to the organization,
his subordinates who were men of high moral character and who had close
connections with the head office did not inform them of the financial irregularities
because of strong personal loyalty towards their branch manager.

Superior's loyalty towards his subordinatéf a superior has strong personal
loyalty towards their subordinates, they turn a blind eye towards the mistakes
committed by their subordinates. This is done because the superior does not want
to hurt the feeling of his subordinates because of their close personal contact. For
example, if the subordinates who are close to the manager do not do their work
properly, the manager may not reprimand (rebuke or scold) them for their poor
performance. He may rather defend their poor quality work with his superiors
because of his personal attachment towards his subordinates.

Corporate Responsibilitie€very individual living in society has a moral obligation
towards it. Corporations are entities which are "artificial persons”, therefore they too
have moral responsibilities towards the society. There moral responsibilities are not
necessarily identical with the personal moral codes of the executives who run them.
Every corporation must have moral codes which help it in deciding matters connected
with shareholders, employees, creditors, customers, government and society.

Organizational Loyalties:Some employees have a deep sense of loyalty to the
organization. Their loyalties to their organization are so strong that they even neglect
their own self interest for the sake of the organization.

Economic ResponsibilityAccording to Milton Friedman, "there is one and only
one social responsibility of business — to use its resources efficiently and engage in
activities designed to increase profits without deception or fraud". Therefore, every
business must contribute to the general welfare of the society by making efficient
and economical use of resource at their command. This type of morality guides
individual action towards economy in the use of resources put at his disposal.

Technical Morality: In any country, the state of technology plays an important
role in determining what products and services will be produced. Technological
environment influences organizations in terms of investment in technology, consistent
application of technology and the effects of technology. A manager having technical
morality will refuse to compromise with quality. Every organization which is actively
engaged in technological advancement will create more challenging situations for
the organizations because they are not prepared to accept lower standards.

Legal Responsibility:Legal environment provides the framework within which
the business is to function. The viability of business depends upon the ability with
which a business can meet the challenges arising out of the legal framework.
However, it must be observed here that legal responsibility is more than an intention
to conform to laws, orders etc. It is a belief in the need for effective co-operation
and justice in organized life. It is morality that transcends conformity to law.

1.
2.

Check Your Progress 3

What do you mean by business ethics?

List out the types of business ethics.

Conclusion: Business men have an obligation to run the business on those lines which
40 make the business desirable from the point of view of society. Every individual living in



the society has social obligations towards it. Viewed in this prospective, businessmenManagement and Society
who are merely custodians of factors of production belonging to the society, have also an

obligation to pursue those policies, to make those decisions and to the follow those lines

of action which are desirable in terms of the objectives and values of the society. It may

be argued by some people that business is wholly an economic unit and therefore, its

responsibilities are limited only to economic aspect of general public and it must be

judged by its economic performance. If this reasoning is accepted, the businessmen

might be concerned with the economic costs of unemployment, but not with the loss of

human dignity and social disorganization that accompany it. However, this is not right

approach for it is very difficult to separate economic aspects of life from its other values.

2.8 GLOBAL AND COMPARATIVE MANAGEMENT AND
THE BASIS OF GLOBAL MANAGEMENT

Management for Global Businesd=or businesses to remain competitive, they must
continually evolve to tap into the global markets and emerging world opportunities. In
this context, global business management can be defined as the fundamental principles
and practice of conducting global business activities, the proper evaluation of international
business opportunities and the optimum allocation of resources so as to attain the individual
business abjectives in a global environment. Domestic businesses in an attempt to become
multinational or trans-national corporations face numerous concerns which can be duly
addressed by global business management. In the wake of globalisation and rapidly
integrated world in terms of preferences and culture the organisational and geographical
complexity of global companies are getting even more pronounced. Some of the pivotal
issues of global business management include:

e International trade: International trade constitutes an integral part of the global
business management due to the increased restrictions imposed by many of the
countries which hamper the movement of goods and services across the world.
Global business management is greatly affected by the supply of materials and
essential commodities to various branches of a global company.

e Global human resource managemenglobal Business Management (GBM) is
enmeshed in the principles of global human resource management which deals
with the issues of factor movements, namely migration from the less developed to
the developed world. International migration is a burning issue around the world.
Global business management has to devise methods of tackling the issue of
international human resource management and the activities of outsourcing activities
to countries where labour is abundant and cheap.

e Global investment and global financ&he issue of global investment and finance
are an integral part of the activities of the global organisation. Global finance is a
reflection of global business management with the effective allocation of financial
resources to maximise the assets of the company. GBM is also affected by
movements of capital and currencies between countries and the difference in the
exchange rates between different currencies.

GBM is closely linked with business management strategy and business process
management. Business management strategy is concerned with achieving the operational
goals while Business process management (BPM) is concerned about the control, analysis
and monitoring of the operational business processes.

29 LET US SUM UP

Every individual living in the society has obligations towards society. Businessmen therefore
have an obligation to run the business on those lines which make the business desirable
from the point of view of society. Leading businessmen of the world have reaffirmed 41
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since they are managing an economic unit in the society, they have an obligation to the
society with regard to their decisions and actions affecting social welfare. Business has
obligations towards different segments of the society. Business is an integral part of the
social system; and it influences other elements of society. The organization of the business,
the way the business functions innovations, new ideas etc., may affect society. Business
activities have greatly influenced social attitudes, values, outlooks, customs traits etc.
Thus, it is true that business influences society. It is also true that society influences
business. The type of products to be manufactured and marketed, the marketing strategies
to be employed, and the way the business should be organized are all influenced by the
society. Hence, a business has to adapt to these uncontrollable external environments. It
is necessary to take this broad view because the influence and involvement of business
are extensive. Business cannot isolate itself from the rest of society.

2.10 LESSON END ACTIVITY

Explain the pivotal issues of global business management.

2.11 KEYWORDS

Social Responsibility of Business

Obligations of Business
Business Ethics

2.12 QUESTIONS FOR DISCUSSION

1. What is meant by social responsibility of business? How can a modern business
discharge its social responsibility?

2. What is meant by business ethics? Why should a business make ethical decisions?

3.  What are the responsibilities that business owes to the consumers, society and
Government?

4. Explain the different types of business ethics.
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3.0 AIMS AND OBJECTIVES

This lesson is intended to introduce the students and management about the different
functions of management. After studying this lesson you will be able to:

(i) Briefly describe the term-management
(i) Discuss various managerial function

(i) Explain different steps to be followed by a manager while performing controlling
operation

(iv) Differentiate between co-ordination and communication

(v) Explore the nature of planning in an organisation

(vi) Describe-objectives, policies and decision making concept
(vii) Understand the need of globalisation for an International firm

3.1 INTRODUCTION

Management is an activity consisting of a distinct process which is primarily concerned
with the important task of goal achievement. No business enterprise can achieve its
objectives until and unless all the members of the enterprise make an integrated and
planned effort under the directions of a central coordinating agency. This central
coordinating agency is technically known as 'management' and the methodology of getting
things done is known as 'management process'.

The process of management involves the determination of objectives and putting them
into action. According to McFarland, "Management is the process by which managers
create, direct, maintain and operate purposive organisations through systematic,
coordinated and cooperative human effort".

According to G. R. Terry -"Management is a distinct process consisting of planning,
organising, actuating and controlling, performed to determine and accomplish stated
objectives by the use of human beings and other resources".

| INPUTS

1. MEN

2. MACHINERY
3. MATERIALS
4. MONEY

5. MARKET

RESOURCES

BASIC RESOURCES

(Process of management) Stated objectives

Figure 3.1: Process of Management

Under management as a process, management is considered as a continuing activity
made up of basic management functions. The process is on going and continuing. It
assumes a cyclical character.

1. Planning: Denotes the determination of short-to-long-range plans to achieve the
objectives of organisation.

2. Organising: Indicates the development of sound organisation structure according
to predetermined plans.

3. Direction: Means stimulating and motivation of personnel of the organisation
according to predetermined plans.



4. Controlling: Offers assurance that directs action i.e., plan- in-action, is taking Functions of Management
place as per plan.

We have an ongoing cycle of planning - action - control - replanning. Control function
closes the system loop by providing adequate and accurate feedback of significant
deviations from planned performance in time. Feedback can affect the inputs or any of
the managerial functions or the process so that deviations can be removed and goals can
be accomplished.

3.2 MANAGERIAL FUNCTIONS

A manager is called upon to perform the following managerial functions:
(1) Planning

(2) Organising

(3) Staffing

(4) Directing

(5) Motivating

(6) Controlling

(7) Co-ordinating and

(8) Communicating.

The following figure explains the functions of Manager.

Controlling P
Organising

Decision-making
on knowledge of
experience

Figure 3.2: Functions of Manager

1. Planning: When management is reviewed as a process, planning is the first function
performed by a manager. The work of a manager begins with the setting of
objectives of the organisation and goals in each area of the business. This is done
through planning. A plan is a predetermined course of action to accomplish the set
objectives. It is today's projection for tomorrow's activity. Planning includes
objectives, strategies, policies, procedures, programmes, etc. As it involves making
choices, decision-making is the heart of planning.

2. Organising: Organising includes putting life into the plan by bringing together
personnel, capital, machinery, materials etc., to execute the plans. While, planning
decides what management wants to do, organising provides an effective machine
for achieving the plans.

3. Staffing: Staffing involves filling the positions needed in the organisation structure

by appointing competent and qualified persons for the job. This needs manpower 45
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planning, scientific selection and training of personnel, suitable methods of
remuneration and performance appraisal.

4. Directing: Direction involves managing managers, managing workers and the work
through the means of motivation, proper leadership, effective communication as
well as co-ordination. A manager must develop the ability to command and direct
others.

5. Motivating: Motivation is a managerial function to inspire and encourage people
to take required action. Motivation is the key to successful management of any
enterprise. Motivation can set into motion a person to carry out certain activity.

6. Controlling: Control is the process of measuring actual results with some standard
of performance, finding the reason for deviations of actual from desired result and
taking corrective action when necessary. Thus, controlling enables the realisation
of plans. A manager must adopt the following steps in controlling:

e |dentify potential problems.

e  Select mode of control.

e Evaluate performance in terms of planning.
e  Spot significant deviations.

e Ascertain causes of deviations.

e Take remedial measures.

7. Co-ordination: Co-ordination is concerned with harmonious and unified action
directed toward a common objective. It ensures that all groups and persons work
efficiently, economically and in harmony. Co-ordination requires effective channels
of communication. Person-to-person communication is most effective for co-
ordination.

8. Communication: It means transfer of information and under-standing from person
to person. Communication also leads to sharing of information, ideas and knowledge.
It enables group to think together and act together.

Check Your Progress

1. Explain the process of management.

2.  What are the functions of a manager?

3.3 PLANNING

Planning means looking ahead. It is deciding in advance what is to be done. Planning
includes forecasting. According to Henry Fayol - "purveyance, which is an essential
element of planning, covers not merely looking into the future but making provisions for
it. A plan is then a projected course of action”. 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. According to Fayol - "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...." Planning is a mental process requiring the use of intellectual faculties'
imagination, foresight, sound judgement etc.



Planning is deciding in advance what is to be done. It involves the selection of objectiveskFunctions of Management
policies, procedures and programmes from among alternatives. A plan 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.

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

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, co-ordinated structure of operations aimed at the desired results".

According to Koontz O'Donnel - "Planning is an intellectual process, the conscious determination
of courses of action, the basing of decisions on purpose, acts and considered estimates".

3.3.1 Nature of Planning

1. Planning is goal-orientedEvery plan must contribute in some positive way towards
the accomplishment of group objectives. Planning has no meaning without being
related to goals.

2. Primacy of Planning:Planning is the first of the managerial functions. It precedes
all other management functions.

3. Pervasiveness of Planning?lanning is found at all levels of management. Top
management looks after strategic planning. Middle management is in charge of
administrative planning. Lower management has to concentrate on operational
planning.

4. Efficiency, Economy and AccuracyEfficiency of plan is measured by its
contribution to the objectives as economically as possible. Planning also focuses on
accurate forecasts.

5. Co-ordination: Planning co-ordinates the what, who, how, where and why of
planning. Without co-ordination of all activities, we cannot have united efforts.

6. Limiting Factors: A planner must recognise the limiting factors (money, manpower
etc) and formulate plans in the light of these critical factors.

7. Flexibility: The process of planning should be adaptable to changing environmental
conditions.

8. Planning is an intellectual processfhe quality of planning will vary according
to the quality of the mind of the manager.

3.3.2 Importance of Planning
As a managerial function planning is important due to the following reasons:-

1. To manage by objectivedill the activities of an organisation are designed to
achieve certain specified objectives. However, planning makes the objectives more
concrete by focusing attention on them.

2. To offset uncertainty and changeFuture is always full of uncertainties and
changes. Planning foresees the future and makes the necessary provisions for it.

3. Tosecure economy in operatioRlianning involves, the selection of most profitable
course of action that would lead to the best result at the minimum costs.

4. To help in co-ordination:Co-ordination is, indeed, the essence of management,
the planning is the base of it. Without planning it is not possible to co-ordinate the
different activities of an organisation.

5. To make control effectiveThe controlling function of management relates to the
comparison of the planned performance with the actual performance. In the absence

of plans, a management will have no standards for controlling other's performance. 47
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To increase organisational effectivenedgtere efficiency in the organisation is

not important; it should also lead to productivity and effectiveness. Planning enables
the manager to measure the organisational effectiveness in the context of the stated
objectives and take further actions in this direction.

3.3.3 Advantages of Planning

All efforts are directed towards desired objectives or results. Unproductive work
and waste of resources can be minimised.

Planning enables a company to remain competitive with other rivals in the industry.
Through careful planning, crisis can be anticipated and mistakes or delays avoided.

Planning can point out the need for future change and the enterprise can manage
the change effectively.

Planning enables the systematic and thorough investigation of alternative methods
or alternative solutions to a problem. Thus we can select the best alternative to
solve any business problem.

Planning maximises the utilisation of available resources and ensures optimum
productivity and profits.

Planning provides the ground work for laying down control standards.

Planning enables management to relate the whole enterprise to its complex
environment profitably.

3.3.4 Disadvantages of Planning

Environmental factors are uncontrollable and unpredictable to a large extent.
Therefore planning cannot give perfect insurance against uncertainty.

Planning is many times very costly.
Tendency towards inflexibility to change is another limitation of planning.
Planning delays action.

Planning encourages a false sense of security against risk or uncertainty.

3.3.5 Planning Process

The planning process involves the following steps:

1.

Analysis of External Environment:The external environment covers
uncontrollable and unpredictable factors such as technology, market, socio-economic
climate, political conditions etc., within which our plans will have to operate.

Analysis of Internal Environment:The internal environment covers relatively
controllable factors such as personnel resources, finance, facilities etc., at the disposal
of the firm. Such an analysis will give an exact idea about the strengths and weakness
of the enterprise.

Determination of Mission:The "mission" should describe the fundamental reason
for the existence of an organisation. It will give firm direction and make out activities
meaningful and interesting.

Determination of ObjectivesThe organisational objectives must be spelled out in
key areas of operations and should be divided according to various departments
and sections. The objectives must be clearly specified and measurable as far as
possible. Every member of the organisation should be familiar with its objectives.

Forecasting: Forecasting is a systematic attempt to probe into the future by
inference from known facts relating to the past and the present. Intelligent
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in reducing the element of guesswork in preparing forecasts by collecting relevant
data using the scientific techniques of analysis and inference.

6. Determining Alternative course of Action:lt is a common experience of all
thinkers that an action can be performed in several ways, but there is a particular
way which is the most suitable for the organisation. The management should try to
find out these alternatives and examine them carefully in the light of planning
premises.

7. Evaluating Alternative CoursesHaving sought out alternative courses and
examined their strong and weak points, the next step is to evaluate them by weighing
the various factors.

8. Selecting the BestThe next step - selecting the course of action is the point at
which the plan is adopted. It is the real point of decision-making.

9. Establishing the sequence of activitiegfter the best programme is decided
upon, the next task is to work out its details and formulate the steps in full sequences.

10. Formulation of Action Programmes: There are three important constituents of
an action plan:

e  The time-limit of performance.
e The allocation of tasks to individual employees.

e The time-table or schedule of work so that the functional objectives are
achieved within the predetermined period.

11. Reviewing the planning procesShrough feedback mechanism, an attempt is
made to secure that which was originally planned. To do this we have to compare
the actual performance with the plan and then we have to take necessary corrective
action to ensure that actual performance is as per the plan.

3.4 OBJECTIVES

Objectives may be defined as the goals which an organisation tries to achieve. Objectives
are described as the end- points of planning. According to Koontz and O'Donnell, "an
objective is a term commonly used to indicate the end point of a management programme."
Objectives constitute the purpose of the enterprise and without them no intelligent planning
can take place.

Objectives are, therefore, the ends towards which the activities of the enterprise are
aimed. They are present not only the end-point of planning but also the end towards
which organizing, directing and controlling are aimed. Objectives provide direction to
various activities. They also serve as the benchmark of measuring the efficiency and
effectiveness of the enterprise. Objectives make every human activity purposeful. Planning
has no meaning if it is not related to certain objectives.

3.4.1 Features of Objectives

® The objectives must be predetermined.

e A clearly defined objective provides the clear direction for managerial effort.

e  Objectives must be realistic.

e Objectives must be measurable.

e  Objectives must have social sanction.

e All objectives are interconnected and mutually supportive.
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e  Objectives may be constructed into a hierarchy.

3.4.2 Advantages of Objectives

e Clear definition of objectives encourages unified planning.

e  Objectives provide motivation to people in the organisation.

e When the work is goal-oriented, unproductive tasks can be avoided.

e Objectives provide standards which aid in the control of human efforts in an
organisation.

e  Objectives serve to identify the organisation and to link it to the groups upon which
its existence depends.

e  Objectives act as a sound basis for developing administrative controls.

e  Objectives contribute to the management process: they influence the purpose of
the organisation, policies, personnel, leadership as well as managerial control.

3.4.3 Process of Setting Objectives

Objectives are the keystone of management planning. It is the most important task of
management. Objectives are required to be set in every area which directly and vitally
effects the survival and prosperity of the business. In the setting of objectives, the following
points should be borne in mind.

1. Objectives are required to be set by management in every area which directly and
vitally affects the survival and prosperity of the business.

2. The objectives to be set in various areas have to be identified.

3. While setting the objectives, the past performance must be reviewed, since past
performance indicates what the organisation will be able to accomplish in future.

4. The objectives should be set in realistic terms i.e., the objectives to be set should be
reasonable and capable of attainment.

5. Objectives must be consistent with one and other.
Objectives must be set in clear-cut terms.

7. For the successful accomplishment of the objectives, there should be effective
communication.

3.5 STRATEGIES

The term 'Strategy' has been adapted from war and is being increasingly used in business
to reflect broad overall objectives and policies of an enterprise. Literally speaking, the
term 'Strategy' stands for the war-art of the military general, compelling the enemy to
fight as per out chosen terms and conditions. A strategy is a special kind of plan formulated
in order to meet the challenge of the policies of competitors. This type of plan uses the
competitors' plan as the background. It may also be shaped by the general forces operating
in an industry and the economy.

Edmund P Learned has defined strategies as "the pattern of objectives, purposes or goals
and major policies and plans for achieving these goals, stated in such a way as to define
what business the company is in or is to be and the kind of company it is or is to be".

Haynes and Massier have defined strategy as “the planning for unpredictable contingencies
about which fragmentary information is available”.
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bringing the organisation from a given posture to a desired position in a further period of

time".

In the words of Haimann, "Strategy is a policy that has been formulated by the top

management for the purpose of interpreting and shaping the meaning of other policies".

According to C. T. Hardwick and B. F. Landuyt, "The word strategy is used to signify
the general concept and salient aspect of gamesmanship as an administrative course
designed to bring success".

According to Koontz and O' Donnell , "Strategies must often denote a general programme
of action and deployment of emphasis and resources to attain comprehensive objectives".

Strategies are plans made in the light of the plans of the competitors because a modern
business institution operates in a competitive environment. They are a useful framework
for guiding enterprise thinking and action. A perfect strategy can be built only on perfect
knowledge of the plans of others in the industry. This may be done by the management
of a firm putting itself in the place of a rival firm and trying to estimate their plans.

3.5.1 Characteristics of Strategy
(1) Itis the right combination of different factors.
(2) It relates the business organisation to the environment.

(3) Itis an action to meet a particular challenge, to solve particular problems or to
attain desired objectives.

(4) Strategy is a means to an end and not an end in itself.
(5) Itis formulated at the top management level.
(6) It involves assumption of certain calculated risks.

3.5.2 Strategy Formulation

There are three phases in strategy formation

e Determination of objectives.

e Ascertaining the specific areas of strengths and weakness in the total environment.

e  Preparing the action plan to achieve the objectives in the light of environmental forces.

3.5.3 Business Strategy
Seymour Tiles offers six criteria for evaluating an appropriate strategy.

Internal consistency: The strategy of an organisation must be consistent with its other
strategies, goals, policies and plans.

Consistency with the environmenT.he strategy must be consistent with the external
environment. The strategy selected should enhance the confidence and capability of the
enterprise to manage and adapt with or give command over the environmental forces.

Realistic AssessmenStrategy needs a realistic assessment of the resources of the
enterprise—men, money and materials—both existing resources as also the resources,
the enterprise can command.

Acceptable degree of riskAny major strategy carries with it certain elements of risk
and uncertainty. The amount of risk inherent in a strategy should be within the bearable
capacity of the enterprise.

Appropriate time:Time is the essence of any strategy. A good strategy not only provides
the objectives to be achieved but also indicates when those objectives could be achieved.

Workability: Strategy must be feasible and should produce the desired results. 51
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A policy is a standing plan. Policies are directives providing continuous framewaork for
executive actions on recurrent managerial problems. A policy assists decision-making
but deviations may be needed, as exceptions and under some extraordinary circumstances.

Policy-making is an important part of the process of planning. Policies may be described

as plans which are meant to serve as broad guides to decision making in a firm. Policies
exist at various levels of the enterprise—Corporate level, divisional level and departmental

level. Policies are valuable because they allow lower levels of management to handle
problems without going to top management for a decision each time.

3.6.1 Essentials of Policy Formulation

The essentials of policy formation may be listed as below:

e  Apolicy should be definite, positive and clear. It should be understood by everyone
in the organisation.

A policy should be translatable into the practices.

A policy should be flexible and at the same time have a high degree of permanency.
A policy should be formulated to cover all reasonable anticipatable conditions.

A policy should be founded upon facts and sound judgment.

A policy should conform to economic principles, statutes and regulations.

A policy should be a general statement of the established rule.

3.6.2 Importance of Policies

Policies are useful for the following reasons:

1. They provide guides to thinking and action and provide support to the subordinates.
2. They delimit the area within which a decision is to be made.

3. They save time and effort by pre-deciding problems and

4. They permit delegation of authority to mangers at the lower levels.

Check Your Progress 2

What are the importance of planning?

Explain the steps in the process of planning.
Explain the phases in the formulation of strategies.

P wbdPE

What are the essentials of policy formulation?

3.7 DECISION MAKING

The word decision has been derived from the Latin word "decidere" which means "cutting
off". Thus, decision involves cutting off of alternatives between those that are desirable
and those that are not desirable. Decision is a kind of choice of a desirable alternative. A
few definitions of decision making are given below:

In the words of Ray A Killian, "A decision in its simplest form is a selection of alternatives".

Dr. T. G Glover defines decision "as a choice of calculated alternatives based on
judgement".

In the words of George R. Terry, "Decision-making is the selection based on some

criteria from two or more possible alternatives".
52



Felix M. Lopez says that "A decision represents a judgement; a final resolution of aFunctions of Management
conflict of needs, means or goals; and a commitment to action made in face of uncertainty,
complexity and even irrationally".

According to Rustom S. Davar, "Decision-making may be defined as the selection based
on some criteria of one behaviour alternative from two or more possible alternatives. To
decide means to cut off or in practical content to come to a conclusion”.

Fremont A. Shull Andrew L Delbecq and Larry L Cummings define decision making as
"a conscious human process involving both individual and social phenomenon based upon
factual and value premises which concludes with a choice of one behavioural activity
from among one or more alternatives with the intention of moving toward some desired
state of affairs".

From the above definitions, we can conclude that, Decision Making involves the process
of establishing goals, tasks and searching for alternatives for a decision problem.

3.7.1 Characteristics of Decision Making

Decision making implies that there are various alternatives and the most desirable
alternative is chosen to solve the problem or to arrive at expected results.

1. The decision-maker has freedom to choose an alternative.

2. Decision-making may not be completely rational but may be judgemental and
emotional.

Decision-making is goal-oriented.

Decision-making is a mental or intellectual process because the final decision is
made by the decision-maker.

5. A decision may be expressed in words or may be implied from behaviour.

6. Choosing from among the alternative courses of operation implies uncertainty about
the final result of each possible course of operation.

7. Decision making is rational. It is taken only after a thorough analysis and reasoning
and weighing the consequences of the various alternatives.

3.7.2 Types of Decisions

Programmed and Non-Programmed Decisionkterbert Simon has grouped
organizational decisions into two categories based on the procedure followed. They are:

Programmed decisionsProgrammed decisions are routine and repetitive and are made
within the framework of organizational policies and rules. These policies and rules are
established well in advance to solve recurring problems in the organization. Programmed
decisions have short-run impact. They are, generally, taken at the lower level of management.

Non-Programmed DecisiondNon-programmed decisions are decisions taken to meet
non-repetitive problems. Non-programmed decisions are relevant for solving unique/
unusual problems in which various alternatives cannot be decided in advance. A common
feature of non-programmed decisions is that they are novel and non-recurring and
therefore, readymade solutions are not available. Since these decisions are of high
importance and have long-term consequences, they are made by top level management.

Strategic and Tactical Decisiongrganizational decisions may also be classified as
strategic or tactical.

Strategic DecisionsBasic decisions or strategic decisions are decisions which are of
crucial importance. Strategic decisions a major choice of actions concerning allocation
of resources and contribution to the achievement of organizational objectives. Decisions 53
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like plant location, product diversification, entering into new markets, selection of channels
of distribution, capital expenditure etc are examples of basic or strategic decisions.

Tactical Decisions:Routine decisions or tactical decisions are decisions which are
routine and repetitive. They are derived out of strategic decisions. The various features
of a tactical decision are as follows:

e Tactical decision relates to day-to-day operation of the organization and has to be
taken very frequently.

e Tactical decision is mostly a programmed one. Therefore, the decision can be
made within the context of these variables.

e The outcome of tactical decision is of short-term nature and affects a narrow part
of the organization.

e  The authority for making tactical decisions can be delegated to lower level managers
because : first, the impact of tactical decision is narrow and of short-term nature
and Second, by delegating authority for such decisions to lower-level managers,
higher level managers are free to devote more time on strategic decisions.

3.7.3 Decision Making Process

The decision making process is presented in the figure below:

Specific Objectivey | Identification of Search for Evaluation of
> Problems P  alternatives [ ™| alternatives
A
A 4
Results < Action < Choice of alternatives

Figure 3.3: Decision-making process

Specific Objective:The need for decision making arises in order to achieve certain
specific objectives. The starting point in any analysis of decision making involves the
determination of whether a decision needs to be made.

Problem Identification: A problem is a felt need, a question which needs a solution. In
the words of Joseph L Massie "A good decision is dependent upon the recognition of the
right problem"”. The objective of problem identification is that if the problem is precisely
and specifically identifies, it will provide a clue in finding a possible solution. A problem
can be identified clearly, if managers go through diagnosis and analysis of the problem.

1. Diagnosis: Diagnosis is the process of identifying a problem from its signs and
symptoms. A symptom is a condition or set of conditions that indicates the existence
of a problem. Diagnosing the real problem implies knowing the gap between what
is and what ought to be, identifying the reasons for the gap and understanding the
problem in relation to higher objectives of the organization.

2. Analysis: Diagnosis gives rise to analysis. Analysis of a problem requires:
e  Who would make decision?
e  What information would be needed?
e  From where the information is available?

Analysis helps managers to gain an insight into the problem.

3. Search for AlternativesA problem can be solved in several ways; however, all
the ways cannot be equally satisfying. Therefore, the decision maker must try to



find out the various alternatives available in order to get the most satisfactory resultFunctions of Management
of a decision. A decision maker can use several sources for identifying alternatives:

e His own past experiences
e Practices followed by others and
e Using creative techniques.

Evaluation of Alternatives:After the various alternatives are identified, the next
step is to evaluate them and select the one that will meet the choice criteria. /the
decision maker must check proposed alternatives against limits, and if an alternative
does not meet them, he can discard it. Having narrowed down the alternatives
which require serious consideration, the decision maker will go for evaluating how
each alternative may contribute towards the objective supposed to be achieved by
implementing the decision.

Choice of Alternative:The evaluation of various alternatives presents a clear
picture as to how each one of them contribute to the objectives under question. A
comparison is made among the likely outcomes of various alternatives and the best
one is chosen.

Action: Once the alternative is selected, it is put into action. The actual process of
decision making ends with the choice of an alternative through which the objectives
can be achieved.

Results:When the decision is put into action, it brings certain results. These results
must correspond with objectives, the starting point of decision process, if good
decision has been made and implemented properly. Thus, results provide indication
whether decision making and its implementation is proper.

3.7.4 Characteristics of Effective Decisions

An effective decision is one which should contain three aspects. These aspects are
given below:

1.

Action Orientation: Decisions are action-oriented and are directed towards relevant
and controllable aspects of the environment. Decisions should ultimately find their
utility in implementation.

Goal Direction:Decision making should be goal-directed to enable the organization

Effective in Implementation:Decision making should take into account all the
possible factors not only in terms of external context but also in internal context so
that a decision can be implemented properly.

Check Your Progress 3

What are the characteristics of Decision-Making?

2.
to meet its objectives.
3
1.
2.  Explain the types of decisions.
3.

Explain the characteristics of effective decisions.

3.8 GLOBAL PLANNING

Globalisation reflects a business orientation based on the belief that the world is becoming
more homogeneous and that distinctions between national markets are not only fading,
but, for some products will eventually disappear. As a result, companies need to globalise
their international strategy by formulating it across markets to take advantage of underlying
market, cost, environmental and competitive factors.
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3.8.1 Why Plan Globally?

International firms have found it necessary to institute formal global strategic planning to
provide a means for top management to identify opportunities and threats from all over
the world, formulate strategies to handle them and stipulate how to finance the strategies
implementation. Global strategic plans not only provide for constancy of action among
the firm's managers worldwide but also require the participants to consider the ramifications
of their actions on the other geographical and functional areas of the firm.

3.8.2 Global Strategic Planning Process

Global strategic planning is the primary function of managers. The process of strategic
planning provides a formal structure in which managers:

e Analyse the company's external environments
e Analyse the company's internal environments
e Define the company's business and mission

e  Set corporate objectives

e  Quantify goals

e Formulate strategies and

e Make tactical plans.

The steps mentioned above may not be in a sequential form. In practice, there is
considerable flexibility in the order in which firms take up these items.

3.8.3 Nature of Planning Process

Planning shapes strategy and defines the means to achieve goals. It is the matching of
markets with products and other corporate resources so that the long term competitive
advantage of the firm gets strengthened. In other words, the process of planning seeks
to answer question regarding what the firm expects to achieve and what method the
firm is going to use to this end. It decomposes problems and issues, applies rational tools
on the basis of available information, and finalises action to achieve the goal. In small
firm, planning may be ad hoc. But in large firms, especially in multinational corporations
that operate in varying environments, the process of planning is more systematic and
comprehensive.

3.9 LET US SUM UP

No business enterprise can achieve its objectives until and unless all the members of the
enterprise make an integrated and planned effort under the directions of a central
coordinating agency. This central coordinating agency is technically known as
'management’. The process of management involves the determination of objectives and
putting them into action. When management is reviewed as a process, planning is the
first function performed by a manager. The work of a manager begins with the setting of
objectives of the organisation and goals in each area of the business. This is done through
planning. A plan is a predetermined course of action to accomplish the set objectives.
decision involves cutting off of alternatives between those that are desirable and those
that are not desirable. Decision is a kind of choice of a desirable alternative.

3.10 LESSON END ACTIVITY

“Under management as a process, management is considered as a continuing activity
made up of basic management functions.” Discuss.



3.11 KEYWORDS Functions of Management

Management Functions
Planning

Strategies

Strategy Formulation
Policies

Decision Making

3.12 QUESTIONS FOR DISCUSION

1. Describe the process of management and explain how it can be used to accomplish
results in any organisation?

2. Name the various functions which constitute the process of management and discuss
each of them briefly.

3. "Decision making is the primary task of the management". Discuss this statement
and explain the process of decision making.

4. What are the essential characteristics of a good decision? How can a manager
make effective decisions?
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4.0 AIMS AND OBJECTIVES

This lesson is intended to study the various aspects of organising. After study this lesson
you will be able to:

() describe meaning and process of arganising

(i) determine the kind of organisational structure

(i)  know principles of organisation

(iv) differentiate between formal and informal organisation

(v) describe the importance of organisational structure

(vi) understand meaning and features of organisational charts and manuals
(vii) describe various types of organisation

(vii) know the importance of organisational culture

(ix) describe features of global organising

4.1 INTRODUCTION

Organisation involves division of work among people whose efforts must be co-ordinated
to achieve specific objectives and to implement pre-determined strategies. Organisation
is the foundation upon which the whole structure of management is built. It is the backbone
of management. After the objectives of an enterprise are determined and the plan is
prepared, the next step in the management process is to organise the activities of the



enterprise to execute the plan and to attain the objectives of the enterprise. The term Organising
organisation is given a variety of interpretations. In any case, there are two broad ways
in which the term is used. In the first sense, organisation is understood as a dynamic
process and a managerial activity which is necessary for bringing people together and
tying them together in the pursuit of common objectives. When used in the other sense,
organisation refers to the structure of relationships among positions and jobs which is
built up for the realisation of common objectives. Without organising managers cannot
function as managers. Organisation is concerned with the building, developing and
maintaining of a structure of working relationships in order to accomplish the objectives
of the enterprise. Organisation means the determination and assignment of duties to
people, and also the establishment and the maintenance of authority relationships among
these grouped activities. It is the structural framework within which the various efforts
are coordinated and related to each other. Sound organisation contributes greatly to the
continuity and success of the enterprise. The distinguished industrialist of America, Andrew
Carnegie has shown his confidence in organisation by stating that: "Take away our
factories, take away our trade, our avenues of transportation, our money, leave nothing
but our organisation, and in four years we shall have re-established ourselves." That
shows the significance of managerial skills and organisation. However, good organisation
structure does not by itself produce good performance. But a poor organisation structure
makes good performance impossible, no matter how good the individual may be.

4.2 DEFINITION OF ORGANISATION

The term 'Organisation’ connotes different things to different people. Many writers have
attempted to state the nature, characteristics and principles of organisation in their own
way. It can be used as a group of persons working together or as a structure of relationships
or as a process of management. Now, let us analyse some of the important definition of
organising or organisation, and understand the meaning of organisation.

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 co-
ordinated application of available effort."

In the words of Chester | Bernard, "Organisation is a system of co-operative activities
of two or more persons."

Mc 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 of identifying 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."

In the words of 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."

In the words of Mooney and Railey, "Organisation is the form of every human association
for the attainment of a 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.” 63
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In the words of Koontz and O'Donnell, "Organisation involves the grouping of activities
necessary to accomplish goals and plans, the assignment of these activities to appropriate
departments and the provision of authority, delegation and co-ordination."

According to Noirthcott, C H, "Organisation refers to arrangements by which tasks are
assigned to men and women so that their individual efforts contribute effectively to some
more or less clearly defined purpose for which they have been brought together."

In the words of G E Milward, "Organisation is a process of dividing work into convenient
tasks or duties, of grouping such duties in the form of posts of delegating authority to each
post and of appointing qualified staff to be responsible that the work is carried out as planned."

4.3 ORGANISATION AS A PROCESS

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

4.3.1 Determination of Objectives

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

4.3.2 Enumeration of Objectives

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

4.3.3 Classification of Activities

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



4.3.4 Assignment of Duties Organising

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

4.3.5 Delegation of Authority

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

4.4 ORGANISATION STRUCTURE

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

4.4.1 Significance of Organisation Structure

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

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

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

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

Organisation structure provides the pattern of communication and coordination.

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

4.4.2 Determining the kind of Organisation Structure

According to Peter F Drucker-"Organisation is not an end in itself, but a means to the

end of business performance and business results. Organisation structure is an

indispensable means; and the wrong structure will seriously impair business performance

and may even destroy it. Organisation structure must be designed so as to make possible

to attainment of the objectives of the business for five, ten, fifteen years hence". Thus it

is essential that a great deal of care should be taken while determining the organisation

structure. Peter Drucker has pointed out three specific ways to find out what kind or

structure is needed to attain the objectives of a specific business: 65
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(i

Activities Analysis:The purpose of 'activities analysis' is to discover the primary
activity of the proposed organisation, for it is around this that other activities will be
built. It may be pointed out that in every organisation; one or two functional areas
of business dominate. For example, designing is an important activity of the
readymade garments manufacturer. After the activities have been identified and
classified into functional areas, they should be listed in the order of importance. It
is advisable to divide and sub-divide the whole work into smaller homogeneous
units so that the same may be assigned to different individuals. Thus, in devising an
organisational structure, it is important to divide the entire work into manageable
units. It has rightly been said that the job constitutes the basic building block in
building up an organisational structure.

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

As regards decision analysis, Peter Drucker, has emphasised four basic characteristics.

They are:

1. the degree of futurity in the decision

2. the impact that decision has on other functions

3. the character of he decision determined by a number of qualitative factors, such
as, 'basic principles of conduct, ethical values, social and political beliefs etc., and

4. whether the decisions are periodically recurrent or rates as recurrent decisions may

require a general rule whereas a rate decision is to be treated as a distinctive event.

A decision should always be made at the lowest possible level and so close to the scene
of action as possible.

(i)

Relations AnalysisRelations Analysis will include an examination of the various
types of relationships that develop within the organisation. These relationships are
vertical, lateral and diagonal. Where a superior-subordinate relationship is envisaged,
it will be a vertical relationship. In case of an expert or specialist advising a manager
at the same level, the relationship will be lateral. Where a specialist exercises
authority over a person in subordinate position in another department in the same
organisation it will be an instance of diagonal relationship. Peter Drucker emphasises
that-"the first thing to consider in defining a manager job is the contribution his
activity has to make to the larger unit of which it is a part." Thus, downward,
upward and lateral (side-ways) relations must be analysed to determine the
organisation structure.

4.5 PRINCIPLES OF ORGANISATION

1.

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

SpecialisationEffective organisation must include specialisation. Precise division
of work facilitates specialisation.

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



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

5. ResponsibilityAuthority should be equal to responsibility i.e., each manager should
have enough authority to accomplish the task

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

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

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

9. Span of ManagementNo superior at a higher level should have more than six
immediate subordinates. The average human brain can effectively direct three to
six brains (i.e., subordinates).

10. Communication:A good communication sub-system is essential for smooth flow
of information and understanding and for effective business performance.

11. Flexibility: The organisation is expected to provide built in devices to facilitate
growth and expansion without dislocation. It should not be rigid or inelastic.

Check Your Progress

Explain the process of organisation.

Define organisation.

What is the significance of organisation structure?

P wbdPE

State the principles of organisation.

4.6 FORMAL AND INFORMAL ORGANISATION

The formal organisation refers to the structure of jobs and positions with clearly defined
functions and relationships as prescribed by the top management. This type of organisation
is built by the management to realise objectives of an enterprise and is bound by rules,
systems and procedures. Everybody is assigned a certain responsibility for the performance
of the given task and given the required amount of authority for carrying it out. Informal
organisation, which does not appear on the organisation chart, supplements the formal
organisation in achieving organisational goals effectively and efficiently. The working of
informal groups and leaders is not as simple as it may appear to be. Therefore, it is
obligatory for every manager to study thoroughly the working pattern of informal
relationships in the organisation and to use them for achieving organisational objectives.

4.6.1 Formal Organisation

Chester | Bernard defines formal organisation as -"a system of consciously coordinated
activities or forces of two or more persons. It refers to the structure of well-defined jobs,
each bearing a definite measure of authority, responsibility and accountability." The essence
of formal organisation is conscious common purpose and comes into being when persons—

(i) Are able to communicate with each other

Organising

67



Principles of Management and
Organisational Behaviour

68

(ii)
(i)

Are willing to act and

Share a purpose.

The formal organisation is built around four key pillars. They are:

Division of labour

Scalar and functional processes
Structure and

Span of control

Thus, a formal organisation is one resulting from planning where the pattern of structure
has already been determined by the top management.

Characteristic Features of formal organisation

1.

10.

11.

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

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

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

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

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

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

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

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

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

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

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

Advantages of formal organisation

1.

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

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

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

Disadvantages or criticisms of formal organisation

1.

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

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

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



4.6.2 Informal Organisation Organising

Informal organisation refers to the relationship between people in the organisation based
on personal attitudes, emotions, prejudices, likes, dislikes etc. an informal organisation is
an organisation which is not established by any formal authority, but arises from the
personal and social relations of the people.

These relations are not developed according to procedures and regulations laid down in
the formal organisation structure; generally large formal groups give rise to small informal

or social groups. These groups may be based on same taste, language, culture or some
other factor. These groups are not pre-planned, but they develop automatically within
the organisation according to its environment.

Characteristics features of informal organisation

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

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

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

4. Theinter-relations amongst the people in an informal organisation cannot be shown
in an organisation chart.

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

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

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

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

Benefits of Informal organisation
1. It blends with the formal organisation to make it more effective.

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

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

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

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

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

Informal organisation helps the group members to attain specific personal objectives.
Informal organisation is the best means of employee communication. It is very fast.

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

10. It serves as an agency for social control of human behaviour. 69
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Formal organisation, no doubt is an important part of the organisation but it alone is not
capable of accomplishing the organisational objectives. Informal organisation supplements
the formal organisation in achieving the organisational objectives. If handled properly,
informal organisation will help in performing the activities of the organisation very efficiently
and effectively. In the words of Keith Davis-"An informal organisation is a powerful
influence upon productivity and job satisfaction. Both formal and informal systems are
necessary for group activity just as two blades are essential to make a pair of scissors
workable". As both formal and informal organisations are quite essential for the success
of any organisation, a manager should not ignore the informal organisation. He should
study thoroughly the working pattern of informal relationship in the organisation and use
the informal organisation for achieving the organisational objectives.

4.6.4 Differences Between Formal and Informal Organisation

Formal Organisation Informal Organisation

1. Formal organisation is established with the explicif 1. Informal organisation springs on its
aim of achieving well-defined goals. own. Its goals are ill defined and
ntangible.

2. Formal organisation is bound together by authority 2. Informal organisation is characterised
relationships among members. A hierarchical by a generalised sort of power
structure is created, constituting top management, relationships. Power in informal
middle management and supervisory management. organisation has bases other than

rational legal right.

3. Formal organisation recognises certain tasks and | 3. Informal organisation does not have
activities which are to be carried out to achieve its any well-defined tasks.
goals.

4. The roles and relationships of people in formal 4. In informal organisation the
organisation are impersonally defined relationships among people are
interpersonal.

5. In formal organisation, much emphasis is placed on5. Informal organisation is characterised
efficiency, discipline, conformity, consistency and by relative freedom, spontaneity,
control. homeliness and warmth.

6. In formal organisation, the social and psychological 6. In informal organisation the socio-
needs and interests of members of the organisation psychological needs, interests and
get little attention. aspirations of members get priority.

=}

7. The communication system in formal organisation | 7. In informal organisation, the
follows certain pre-determined patterns and paths.] communication pattern is haphazard,
intricate and natural.

8. Formal organisation is relatively slow to respond an@. Informal organisation is dynamic and
adapt to changing situations and realities. very vigilant. It is sensitive to its

surroundings.

4.7 IMPORTANCE OF ORGANISATION

Organisation, in its simplest sense, means a form of human association for the attainment
of common objectives. Sound organisation is quite essential for every enterprise. Organised



thoughts have always been the basis of organised actions. Without sound organisation, Organising
no management can manage the various operations of the enterprise. Obviously, the

better the organisation, the fuller would be the achievement of the common objectives

and similarly, loose organisation of an enterprise implies a dangerous state of affairs.

The importance of organisation can be clearly understood from the statement of Kenneth

C Towe. According to him , "A sound form of organisation is the answer to every business

problem, that a poor organisation could run a good product into the ground and that a

good organisation with a poor product could run a good product out of the market." Some

of the principal advantages of organisation may be outlined as below:

4.7.1 Facilitates Administration

A properly designed and balanced organisation facilitates both management and operation
of the enterprise. It increases management's efficiency and promptness, avoids delay
and duplication of work and motivates the employee to perform their job efficiently. By
proper division of labour, consistent delegation and clear job definition, the organisation
structure siphons off the routine duties and makes them the responsibility of lower rated
positions.

4.7.2 Facilitates Growth and Diversification

The organisation structure is the framework within which the company grows. The

organisation structure should provide for expansion and diversification of the enterprise
otherwise, the enterprise will find itself in a serious administrative crisis. Thus, the

organisation facilitates growth and diversification of the enterprise.

4.7.3 Provides for Optimum use of Technological Improvements

A sound organisation structure facilitates the optimum use of technological improvements
like computer systems etc. The high cost of installation, operation and maintenance of
such equipment calls for proper organisation.

4.7.4 Encourages Human use of Human Beings

A sound organisation provides for efficient selection, training and development of staff,
job rotation and job enlargement. The organisation structure can profoundly affect the
people of the company. Proper organisation facilitates the intensive use of human capital.
4.7.5 Stimulates Creativity

Organisation stimulates creativity. By providing well-defined areas of work and ensuring
delegation of authority, organisation provides sufficient freedom to the managers and
encourages their initiative, independent thinking and creativity.

4.7.6 Facilitates stability of the organisation

By ensuring delegation of authority, two-way communication, co-operation, effective
leadership, employee morale and flexibility to adjust to changes in the conditions, a sound
organisation facilitates stability of the organisation.

4.7.7 Reduces Employee Turnover

Organisation increases employee satisfaction, ensures better relations between the
management and the workers, and thereby reduces employee turnover.

71
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Organisation avoids delay and duplication of activities and consequent confusion by
ensuring well-defined responsibilities and authority.

4.7.9 Fosters Coordination

By providing the framework for holding together the various functions in an orderly
pattern, organisation fosters co-ordination.

Check Your Progress 2

Explain the term formal organisation.

What is the attitude of management towards informal organisation?

Explain the difference between formal and informal organisation.

P wWwbdPE

What is the importance of an organisation?

4.8 ORGANISATION CHARTS AND MANUALS

Organisation chart: The pattern of network of relations between the various positions in
an organisation as well as between the persons who hold those positions is referred to as
"Organisation chart". Organisation data are often shown in the form of graphic chart.
Organisation charts are the important tool for providing information on managerial positions
and relationships in an organisation.

4.8.1 Meaning of Organisation Chart

According to Harold Koontz and Cyril O' Donnell, "Every organisation can be charted,
for a chart is nothing more than an indication of how departments are tied together along
their principal lines of authority."

In the words of George R Terry, "A chart is a diagrammatical form which shows important
aspects of an organisation including the major functions and their respective relationships,
the channels of supervision, and the relative authority of each employee who is in charge
of each respective function.”

According to Louis A Allen, "The organisation chart is a graphic means of showing
organisation data. Organisation charts are snap-shots; they show only the formal
organisation and depict it for only a given moment in time."

In the word of J Batty, "An organisation chart is a diagrammatic representation of the
framework or structure of an organisation."

According to Henry H Albens, "An organisation chart portrays managerial positions and
relationships in a company or department unit."

From the above definitions, it is clear that an organisation chart is a diagrammatical form
which shows important aspects of an organisation including the major functions and their
respective relationships. It is a graphic portrayed of positions in the enterprise and of the
formal lines of communication among them. It enables each executive and employee to
understand his position in the organisation and to know to whom he is accountable. The
organisation chart has the following characteristics:

e Itis a diagrammatical presentation

e It shows principal lines of authority in the organisation



e It shows the interplay of various functions and relationships Organising
e |tindicates the channels of communication.

The organisation chart should not be confused with the organisation structure. An organisation
chart is merely a type of record showing the formal organisational relationships which
management intends should prevail. It is, therefore, primarily a technique of presentation.

4.8.2 Advantages of Organisation Chart

1. Organisation chart gives a clear picture of the organisation structure and the
relationships that exist in an organisation.

2. Itshows at a glance the lines of authority and responsibility. From it, the individuals can
see who their associates are, to whom they report and from whom they get instructions.

3. By providing a detailed and clear picture of the authority relationships existing in an
organisation, they help to avoid misunderstanding of jurisdictional problems and
minimise organisational conflicts.

4. ltplays a significant part in organisation improvement by pointing out inconsistencies
and deficiencies in certain relationships. When management sees how its
organisation structure actually looks, it may discover some unintended relationships.

5.  With the help of an organisation chart, outsiders can easily know the persons whom
they have to approach in connection with their work. This helps the outsiders to
save their time and also to form a better opinion of the concern.

6. By providing a clear picture of the lines of authority and responsibilities, they help
to avoid overlapping and duplication of authority and secure unity of command.

7. Itserves as a valuable guide to the new personnel in understanding the organisation
and for their training.

8. It provides a framework of personnel classification and evaluation systems. They
show to the personnel what promotions they can expect, and what extra training is
required for promotion to a higher position.

4.8.3 Disadvantages or Limitations of Organisation Chart

1. Organisation chart shows only the formal relationships and fails to show the informal
relations within the organisation. Informal relationships are also important in any
organisation.

2. Organisation charts, no doubt show the line of authority but they do not show the
guantum of authority vested in different managerial positions. Thus, it is not bale to
answer the questions like how much authority can be exercised by a particular executive,
how far he is responsible for his functions and to what extentaeedsintable.

3. An organisation chart is incomplete. It is not possible to include all information
affecting the organisation.

4. It shows a static state of affairs and does not represent flexibility which usually
exists in the structure of a dynamic organisation.

5.  When there is an organisation chart, the personnel in the organisation become too
conscious of their responsibilities and boundary line. This injects rigidity and
inflexibility into the organisation structure. Updating is not possible without disturbing
the entire set-up.

6. Organisation chart gives rise to a feeling of superiority and inferiority which causes
conflicts in the organisation and affects team-spirit adversely.

7. It does not show the relationships that actually exist in the organisation but shows
only the "supposed to be" relationships. 73
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a good organisation structure nor good management.

4.8.4 Types of Organisation Chart

An organisation chart can be drawn in different forms. They are:

e  Top-to-down chart or vertical chart

e Left-to-right chart or Horizontal chart

e  Circular chart.

Top-to-down chart or vertical chartMost organisations use this type of chart which
presents the different levels of organisation in the form of a pyramid with senior executive

at the top of the chart and successive levels of management depicted vertically below
that. The following diagram illustrates this type of chart.

Shareholders

'

Board of Directors

!

Chief Executive

! ' ' !

Production Marketing Personnel Finance
Manager | Manager Manager Manager
Works Superintendent | Works Superintendent Il
Foreman | Foreman I
Workers

Figure 4.1: Top-to-down organisation chart

Left-to-right or Horizontal Chart: Horizontal charts which read from left to right are
occasionally used. The pyramid lies horizontally instead of standing in the vertical position.
The line of command proceeds horizontally from left to right showing top level at the left
and each successive level extending to the right. The following diagram illustrates this
type of chart:



> Production
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South

—» Personnel
Manager
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Figure 4.2: Horizontal organisation chart

Circular Chart: In this chart, top positions are located in the centre of the concentric
circle. Positions of successive echelons extend in all directions outward from the centre.
Positions of equal status lie at the same distance from the centre on the same concentric
circle. The following diagram illustrates the circular chart.

/o)

ef
Executive

Figure 4.3: Circular Organisational Chart

4.8.5 Meaning of Organisation Manual

An organisation chart shows who has the authority over whom but does not state that
extent of authority or the duties each person in the organisation is expected to perform.
In order to supplement the information of this chart, an organisation may prepare a
Manual or Management Guide. Manual sets down in the form of a book or booklet all
the details of the organisation, its objectives and policies, authorities, functions, duties
and responsibilities of each unit and all information relating thereto.

A manual can be a useful instrument of management which more than justifies the
amount of work and money involved in its compilation. Where a good manual is in use,

each person can determine the responsibilities of his job and its proper relationship with
other jobs in the organisation. Jurisdictional conflicts and overlapping can be avoided. A

Organising
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manual provides quick settlement of all misunderstandings. It relieves the manager from
the botheration of repeating the same information time and again. It provides uniformity
and consistency in the procedures and practises. If, a good organisation manual is in use,
each personnel in the organisation can know the responsibilities of his job and its relationship
with other jobs in the organisation. Good organisation manual has the following contents.

Nature of the enterprise
Objectives of the enterprise
Policies of the management
Job Descriptions

a r wn e

Duties and responsibilities of various personnel
6. Instructions relating to the performance of standard as well as non-standard jobs.

4.8.6 Types of Manuals

The different types of manuals are:

1. Policy Manuals: It describes the overall limitations within which activities are to
take place and thus reveals the broad courses of managerial action likely to take
place under certain conditions.

2. Operations Manualit is prepared to inform the employees of established methods,
procedures and standards of doing the various kinds of work.

3. Organisation Manual: It explains the organisation, the duties and responsibilities
of various departments, and their respective sub-divisions. Promotional charts may
be included in the organisation manual which will show possible promotional lines
throughout the entire organisation.

4. Departmental Practice Manualit deals in detail with the internal policies,
organisation and procedures of one department.

5. Rules and Regulations Manuallt gives information about he operating rules
and employment regulations. It is a handbook of employment rules.

4.8.7 Advantages of Manuals

1. Itcontains in writing all-important decisions relating to internal organisation of the
enterprise.

It avoids conflicts and overlapping of authority.

It enables new employees to know the various procedure and practice in the shortest
possible time.

4. It enables quick decisions.

5. It contains rules and regulations which employees must follow.

4.8.8 Disadvantages of Manual

1. The preparation of manual is costly and time consuming and process.
2.  Manuals leave little scope of individual's initiative and direction.

3. Manuals bring rigidity to the organisation.

4.  Manuals may put on record those relationships which no one would like to see exposed.
4.9 FORMS OF ORGANISATION

Organisation requires the creation of structural relationship among different departments
and the individuals working there for the accomplishment of desired goals. Organisation
structure is primarily concerned with the allocation of tasks and delegation of authority.

The establishment of formal relationships among the individuals working in the organisation
is very important to make clear the lines of authority in the organisation and to coordinate




the efforts of different individuals in an efficient manner. According to the different
practices of distributing authority and responsibility among he members of the enterprise,
several types of organisation structure have been evolved. They are:

1. Line organisation

2. Line and Staff organisation
3.  Functional organisation

4. Committee organisation
4.9.1 Line Organisation

This is the simplest and the earliest form of organisation. It is also known as "Military",
"traditional", "Scalar" or "Hierarchical" form of organisation. The line organisation
represents the structure in a direct vertical relationship through which authority flows.
Under this, the line of authority flows vertically downward from top to bottom throughout
the organisation. The quantum of authority is highest at the top and reduces at each
successive level down the hierarchy. All major decisions and orders are made by the
executives at the top and are handed down to their immediate subordinates who in turn
break up the orders into specific instructions for the purpose of their execution by another
set of subordinates. A direct relationship of authority and responsibility is thus established
between the superior and subordinate. The superior exercises a direct authority over his
subordinates who become entirely responsible for their performance to their commanding
superior. Thus, in the line organisation, the line of authority consists of an uninterrupted
series of authority steps and forms a hierarchical arrangement. The line of authority not
only becomes the avenue of command to operating personnel, but also provides the
channel of communication, coordination and accountability in the organisation.

Prof. Florence enunciates three principles which are necessary to realise the advantages
of this system and the non-observance of which would involve inefficiency.

1. Commands should be given to subordinates through the immediate superior; there
should be no skipping of links in the chain of command.

2. There should be only one chain. That is, command should be received from only
one immediate superior.

3. The number of subordinates whose work is directly commanded by the superior
should be limited.

The following picture depicts the line organisation:

GENERAL MANAGER

SALES MANAGER PRODUCTION MANAGER PERSONNEL
MANAGER

Assistant Works Manager

Superintendent

Foreman

|

Workers

Figure 4.4: Chart showing a line organisation

Advantages or merits of line organisation
1. Iltis the easiest to establish and simplest to explain to the employers.

2. ltfixes responsibility for the performance of tasks in a definite manner upon certain
individuals.

Organising
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10.

There is clear-cut identification of authority and responsibility relationship. Employees
are fully aware of the boundaries of their job.

It is most economical and effective.
It makes for unity of control thus conforming to the scalar principle of organisation.

It ensures excellent discipline in the enterprise because every individual knows to
whom he is responsible. The subordinates are also aware of the necessity of
satisfying their superior in their own interests.

It facilitates prompt decision-making because there is definite authority at every
level.

As all the activities relating to one department or division are managed by one
executive, there can be effective coordination of activities.

This system is flexible or elastic, in the sense that, as each executive has sole
responsibility in his own position and sphere of work, he can easily adjust the
organisation to changing conditions.

Under this system, responsibility and authority are clearly defined. Every member
of the organisation knows his exact position, to whom he is responsible and who
are responsible to him. Because of the clear fixation of responsibility, no person
can escape from his liability.

Disadvantages or demerits of line organisation

1.

With growth, the line organisation makes the superiors too overloaded with work.
Since all work is done according to the wishes of one person alone, the efficiency
of the whole department will come to depend upon the qualities of management
displayed by the head of that department. If therefore, something happens to an
efficient manager, the future of the department and of the concern as a whole
would be in jeopardy.

Being an autocratic system, it may be operated on an arbitrary, opinionated and
dictatorial basis.

Under this system, the subordinates should follow the orders of their superior without
expression their opinion on the orders. That means there is limited communication.

There may be a good deal of nepotism and favouritism. This may result in efficient
people being left behind and inefficient people getting the higher and better posts.

The line organisation suffers from lack of specialised skill of experts. Modern
business is so complex that it is extremely difficult for one person to carry in his
head all the necessary details about his work in this department.

Line organisation is not suitable to big organisations because it does not provide
specialists in the structure. Many jobs require specialised knowledge to perform
them.

If superiors take a wrong decision, it would be carried out without anybody having
the courage to point out its deficiencies.

The organisation is rigid and inflexible.

There is concentration of authority at the top. If the top executives are not capable,
the enterprise will not be successful.

Prof. Florence, sums up the inefficiencies of the line organisation system under three
heads-"(i) Failure to get correct information and to act upon it; (ii) red-tape and
bureaucracy; (iii) Lack of specialised skill or experts... while commands go down the
line under the hierarchical system information is supposed to be coming up the line." In



spite of these drawbacks, the line organisation structure is very popular particularly in Organising
small organisations where there are less number of levels of authority and a small number
of people.

4.9.2 Line and Staff Organisation

In line and staff organisation, the line authority remains the same as it does in the line
organisation. Authority flows from top to bottom. The main difference is that specialists
are attached to line managers to advise them on important matters. These specialists
stand ready with their speciality to serve line mangers as and when their services are
called for, to collect information and to give help which will enable the line officials to
carry out their activities better. The staff officers do not have any power of command in
the organisation as they are employed to provide expert advice to the line officers. The
combination of line organisation with this expert staff constitutes the type of organisation
known as line and staff organisation. The 'line' maintains discipline and stability; the
'staff' provides expert information. The line gets out the production, the staffs carries on
the research, planning, scheduling, establishing of standards and recording of performance.
The authority by which the staff performs these functions is delegated by the line and
the performance must be acceptable to the line before action is taken. The following
figure depicts the line and staff organisation:

I - - 1
¢ * | Managing Director | ¢ *

Financial Technical Economic Assistant to
Advisor Advisor Advisor M.D.

A

Production

v v et v v

Research and Systems Technical Industrial
Development Engineer Expert Engineer
Staff

A 4

Foreman

| Supervisor A | | Supervisor B |
I | I
| I I I I |
Worker Worker Worker Worker Worker Worker

Figure 4.5: Line and staff Organisation
Types of Staff

The staff position established as a measure of support for the line managers may take
the following forms:

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

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

3. General Staff: This category of staff consists of a set of experts in different areas
who are meant to advise and assist the top management on matters called for

expertise. For example—Financial advisor, technical advisor etc.
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1.

3.

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

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

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

Advantages or merits of line and staff organisation

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

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

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

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

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

It is based upon planned specialisation.

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

Disadvantages or demerits of line and staff organisation

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

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

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

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

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

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

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

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



4.9.3 Functional Organisation Organising

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

() Route Clerk

(@) Instruction Card Clerk

(i) Time and Cost Clerk

(iv) Shop disciplinarian.

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

Speed Boss

Inspector

Repair Boss

e~ w N

The Route ClerkTo lay down the sequence of operations and instruct the workers
concerned about it.

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

e The Time and Cost ClerkTo send all information relating to their pay to the
workers and to secure proper returns of work from them.

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

e The Gang BossTo assemble and set up tools and machines and to teach the
workers to make all their personal motions in the quickest and best way.

e The Speed Bossfo ensure that machines are run at their best speeds and proper
tools are used by the workers.

e The Repair BossTo ensure that each worker keeps his machine in good order
and maintains cleanliness around him and his machines.

e The Inspector:To show to the worker how to do the work.
The following chart depicts the functional foremanship:

Factory Manager

Superintendent
A

S A A S N A

Route Instruction Time & Shop Gang Speed Inspector Repair
clerk card clerk cost clerk disciplinarian boss boss boss

7

Figure 4.6: The chart showing functional foremanship 81
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It was F. W. Taylor who evolved functional organisation for planning and controlling
manufacturing operations on the basis of specialisation. But in practice, functionalisation
is restricted to the top of the organisation as recommended by Taylor.

Features of functional organisation

The features of functional organisation are as follows:

1.

5.

The work of the enterprise is divided into different functional departments and the
different functional departments are placed under different specialists.

The functional specialist has the authority or right to give orders regarding his
function whosesoever that function is performed in the enterprise.

Under this system, the workers have to receive instructions from different specialists.

If anybody in the enterprise has to take any decision relating to a particular function,
it has to be in consultation with the functional specialist.

Under this system, the workers have to perform a limited number of functions.

Advantages of functional organisation

1.

Functional organisation is based on expert knowledge. Every functionary in charge
is an expert in his area and can help the subordinates in better performance in his
area.

Division of labour is planned not incidental.

As there is not scope for one-man control in this form of organisation, this system
ensure co-operation and teamwork among the workers.

This system ensures the separation of mental functions from manual functions.
It helps mass production by standardization and specialization.

This system ensures maximum use of he principle of specialisation at every work
point.

As there is joint supervision in the organisation, functional organisation reduces the
burden on the top executives.

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

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

Disadvantages or demerits of Functional organisation

a)

b)

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

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

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

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

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



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

g) Itis difficult for the management to fix responsibility for unsatisfactory results.

4.9.4 Committee Organisation

Committee organisation as a method of managerial control has very little practical
importance, because it is managed by a senior member of the committee only. But the
committee organisations are widely used for the purpose of discharging advisory functions
of the management. Committees are usually relatively formal bodies with a definite
structure. They have their own organisation. To them are entrusted definite responsibility
and authority.

According to Hicks, "A committee is a group of people who meet by plan to discuss or
make a decision for a particular subject."

According to Louis A Allen, "A committee is a body of persons appointed or elected to
meet on an organised basis for the consideration of matters brought before it."

A committee may formulate plans, make policy decisions or review the performance of
certain units. In some cases, it may only have the power to make recommendations to a
designated official. Whatever may be the scope of their activities, committees have
come to be recognised as an important instrument in the modern business as well as non-
business organisations.

Objectives of committees

Committees are constituted to achieve one or more of the following objectives:
e To have consultations with various persons to secure their view-points

e To give participation to various groups of people

e To secure cooperation of different departments

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

Types of committees

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

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

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

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

5. Coordinating committedt is constituted to coordinate the functioning of different
departments.

6. Executive committedt is a committee which has power to administer the affairs
of the business.

Standing committeaare formal committees that are of permanent character.

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

Organising
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1.

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

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

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

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

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

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

Disadvantages of committee type of organisation

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

Sometimes, a committee may not be able to take the needed decision because of

Committees take more time in procedural matters before any decision is taken. In
some cases, slowness seriously handicaps the administration of the organisation.

Committees are an expensive device both in terms of cost and time.

When the committee findings represent a compromise of different viewpoints, they
may be found to be weak and indecisive.

No member of a committee can be individually held responsible for the wrong

It is very difficult to maintain secrecy regarding the deliberations and the decisions
taken by a committee, especially when there are many members in the committee.

Check Your Progress

Explain with a neat diagram the different types of organisation charts.

(a)
unpopular decision.
(b)
the conflicting views of the members.
(c)
(d)
(e)
®)
decision taken by the committee.
(@)
1.
2. What is an organisation manual?
3.

Explain the different forms of organisations.

4.10 ORGANISATIONAL CULTURE

When we talk about culture, we are typically referring to the pattern of development
reflected in a society’s system of knowledge, ideology, values, laws, social nhorms and
day-to-day rituals. Accordingly, culture varies from one society to another. The word



“culture” has been derived metaphorically from the idea of “cultivation” the process of Organising
tilling and developing land. Thus, culture can be considered as a constellation of factors
that are learned through our interaction with the environment.

The organizational culture is a system of shared beliefs and attitudes that develop within
an organization and guides the behaviour of its members. There are clear-cut guidelines
as to how employees are to behave generally within organization. The employees need
to learn how the particular enterprise does things.

A few definitions on the term organizational culture are given below:-

According to Larry Senn, The corporate culture “consists of the norms, values and
unwritten rules of conduct of an organization as well as management styles, priorities,
beliefs and inter-personal behaviour that prevail. Together they create a climate that
influences how well people communicate, plan and make decisions”

Joanne Martin defines cultures in organization in the following words “As individuals
come into contact with organizations, they come into contact with dress norms ... the
organization’s formal rules and procedures, its formal codes of behaviour rituals .... And
so on. These elements are some of the manifestations of organizational culture”.

Edgar Schein defines organizational culture as “a pattern of basic assumptions — invented,
discovered or developed by a given group as it learns to cope with its problems of
external adaptation and internal integration — that has worked well enough to be considered
valuable and, therefore to be taught to new members as the correct way to perceive,
think and fell in relation to those problems”.

4.10.1 Basic Elements of Culture

From the above definitions it is clear that culture is how an organization has learned to
deal with its environment. It is a complex mixture of assumptions, behaviours, myths
and other ideas that fit together to define what it means to work in a particular organization.
Edgar H Schein suggests that culture exists on three levels: artefacts, espoused values
and underlying assumptions.

1. Arefacts:According to Schein, Artefacts are the first level of organizational culture.
Artefacts are the things that come together to define a culture and reveal what the
culture is about to those who pay attention to them. They include products, services,
and even behaviour patterns of the members of an organization. Schein has defined
Artefacts as things that “one sees, hears, and feels when one encounters a new
group with an unfamiliar culture”.

2. Espoused ValuesEspoused values are the second level of organizational culture.
Values are things worth doing, or the reasons for doing what we do. Values are the
answers to the “why” questions. For examples, why are you reading this book? To
know more about Organization Behaviour. Why is that Important? To be a better
HR Manager. Why do you need more money? To fulfil my wife's desire to own a
farm house. Such questions go on and on, until you reach the point where you no
longer want something for the sake of something else. At this point, we have
arrived at a value. Corporations have values, such as size, profitability, or making
a quality product.

Espoused values are the reasons that we give for doing what we do. Schein argues
that most organizational cultures can trace their espoused values back to the founders
of the culture.

3. Basic AssumptionsThe third level of organizational culture, are the beliefs that
organization members take for granted. Culture prescribes “the right way to do
things” at an organization, often through unspoken assumptions.
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Research conducted by D.R Denison and A.K Mishra, show that organizational culture
is related to organizational success. Organizational culture is a framework that guides
day-to-day behaviour and decision making for employees and directs their actions toward
completion of organizational goals. Culture is what gives birth to and defines the
organizational goals. Culture must be aligned with the other parts of organizational
actions, such as planning, organizing, leading, and controlling; indeed, if culture is not
aligned with these tasks, then the organization is in for difficult times.

The figure below shows that culture based on adaptability, involvement, a clear mission
and consistency can help companies achieve higher sales growth, return on assets, profits,
quality and employee satisfaction.

ADAPTABILITY

INVOLVEMENT
CONSISTENCY

CLEAR MISSION

Successful Organizational Cultures

Source: D.R Denison and A.K Mishra, “Toward a Theory of Organizational Culture and Effectiveness”, Organization Science Vol.6
(1995) Page 204 — 223.

Note:

e  Adaptability: is the ability to notice and respond to changes in the organization’s
environment.

e Involvement: In cultures that promote higher levels of employment in decision
making employees feel a greater sense of ownership and responsibility.

e Clear Mission: Mission is a company’s purpose or reason for existing. In
organizational cultures in which there is a clear organizational vision, the
organization’s strategic purpose and direction are apparent to everyone in the
company.

e  Consistency:ln consistent organizational cultures, the company actively defines
and teaches organizational values, beliefs and attitudes. Consistent organizational
cultures are also called strong cultures, because the core beliefs and widely shared
and strongly held.

Conclusion: Organisational culture refers to a system of shared meaning held by
members that distinguishes the organisation form other organisations. Organisational
culture is concerned with how employees perceive the characteristics of an organisation’s
culture. It represents a common perception held by the organisation’s members. Culture
performs a number of functions within an organisation.

1. It has a boundary-defining role. It creates distinctions between one organisation
and another organisation.



Organisational culture conveys a sense of identity for organisation members. Organising

3. Culture facilitates the generation of commitment to something larger than one’s
individual self- interest.

4. Organisation culture enhances the stability of the social system.
Culture guides and shapes the behaviour and attitude of employees.

Check Your Progress 4

1. Whatis organizational culture?

2. Describe the seven dimensions of organizational culture.

4.11 GLOBAL ORGANIZING

Organising normally follows planning because the organisation must implement the
strategic plan. The planning process itself, because it encompasses an analysis of all the
firm's activities, often discloses a need to alter the organisation.

In designing the organisational structure, management is faced with two concerns:

1. finding the most effective way to departmentalise to take advantage of the
efficiencies gained from the specialisation of labour and

2. Co-ordinating the firm's activities to enable it to meet its overall objectives.

Organisational Structure Organisational structure provides a route and locus for decision
making. It also provides a system, or a basis, for reporting and communication networks.
The basics of an organisation chart are similar for both domestic firms and international
firms. But since international firms have to face complex problems, the form of the
organisational structure is specific to them. The structure of an organisation becomes
complex with the growing degree of internationalisation.

Co-ordination among the branches/unitShe different branches/units need to be well
co-ordinated in order to make the organisational structure effective. Proper co-ordination
smoothens communication between one branch and another. It is true that there are
impediments to effective co-ordination. Managers at different units may have varying
orientation. The geographic distance may be too much to ensure effective coordination.

Formal co-ordination can be ensured through direct contact among the managers of
different branches/units. It can also be ensured by giving a manager of a unit the
responsibility for coordinating with his counterpart in another unit. A number of international
firms have adapted the practice of direct reporting to headquarters by managers.

4.12 LET US SUM UP

Organisation is the foundation upon which the whole structure of management is built. It
is the backbone of management. Organisation is the process of establishing relationship
among the members of the enterprise. The relationships are created in terms of authority
and responsibility. Informal organisation, which does not appear on the organisation chart,
supplements the formal organisation in achieving organisational goals effectively and
efficiently. Organisation requires the creation of structural relationship among different
departments and the individuals working there for the accomplishment of desired goals.
Organisation structure is primarily concerned with the allocation of tasks and delegation
of authority. The establishment of formal relationships among the individuals working in
the organisation is very important to make clear the lines of authority in the organisation
and to coordinate the efforts of different individuals in an efficient manner. 87



Gt ¢ 413 (ESSON END ACTIVITY

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

4.14 KEYWORDS

Organisations
Organisation Structure
Formal Organisation
Informal Organisation
Organisation Chart
Manual

Functional Organisation

Committee Organisation

4.15 QUESTIONS FOR DISCUSSION

1. Define organising and explain the importance of organising in the present business
environment.

"Organisation is the backbone of management". Comment.
Enunciate and explain the important principles of organisation.
What is an organisation chart?

Define organisation as a structure and give its basic principles.

Discuss the uses and limitations of organisation charts.

N o oo s~ e

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

8. "Acommittee is made up of the unfit selected by the unwilling to do the unnecessary".
Comment.

9. Discuss the merits and limitations of line and staff organisation.
10. What are the merits and demerits of management by committees?
11. What is the source of an organisation’s culture?

12. Explain the elements of a successful organizational culture.
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Case The Lowering of the Pirates' Flag at Apple

The combination seemed ideal. Steven P. Jobs, charismatic co-founder and chairman of
Apple Computer, Inc., Woos John Sculley, the young, dynamic president of PepsiiCola
USA, to be president of Apple. While Jobs oversaw technical innovation, Sculley was to
boost Apple's marketing expertise and improve its relationship with retailers and customers.
The ultimate goal was to break IBM's stronghold on the business market for pergonal
computers. Under Jobs, the company had had almost a singular focus on products, and
Jobs had piqued the imagination of employees with predictions of "insanely great"| new
computers. One of Sculley's first moves was reorganizing the company's nine praduct-
oriented and highly decentralized divisions into two major divisions, one for the Apple II
and one, headed by Jobs himself, for the forthcoming Macintosh. The reorganization
allowed resources to be focused on the company's two major product lines and faciljtated
Sculley's emphasise on marketing them, particularly to the business community.

With Jobs ensconced in the Macintosh division, the reorganization seemed to work af first.
Jobs devoted his attention to the further development of the Macintosh, which wap not
selling quite as well as had been expected. Meanwhile, the Apple Il division turned in a
record sales performance with the less sophisticated, but highly profitable, Appld lle.
Unfortunately, trouble began to develop. The Mac division employees, touted by Jops as
being superstars, viewed themselves as the Apple elite, since they were developipg the
new technology. Indicative of these feelings, a pirates' flag flew over the building in which
the Macintosh division was housed. Morale in the Apple Il division was not helped when
Jobs addressed the Apple Il marketing staff as members of the "dull and boring prpduct

Contd... 89
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division." However, with the largest block of stock (11.3 percent) and the job of chairfnan,

Jobs was an unusually powerful general manager.

Troubles accelerated when sales of personal computers began to slump national
Mac, in particular, continued to sell less well than anticipated. The situation was exace
by the fact that the Mac division chronically missed deadlines for the developme
crucial parts of the Mac system. Pushed by the board of directors to take greater c
Sculley finally proposed a new organization structure that would, in effect, eliminatg
Mac division and with it the general manager position held by Jobs. The proposal (
was ultimately approved by the board) was aimed in part at reducing the duplicati
position, in such areas as marketing, human resources, and manufacturing, that hg
necessary under the division by products. It called for a functional structure, which inc
product operations (comprising R&D, manufacturing, service, and distribution), markg
and sales, finance and management information systems, legal services, and
resources. With the Mac division dissolved, Jobs resigned his position as chairmg
left the company.

With 18 months, sales of the Mac, with its technologically advanced desktop publis
capability and its relative ease of use for computer novices, started to take off. But
companies, including IBM, quickly began to develop products to match the Mac capabi
Although Sculley professed that Job's vision of putting a computer into every per
hands and thus changing the world remained intact, Apple watchers wondered wl
Apple could keep innovating under Sculley.

To Foster product innovation further, Sculley purchased a super-computer, doublg
R&D budget, and increased the number of engineers to more than 1000.

Meanwhile, Apple sales had grown from about $580 million in 1984 to more than $5bi
by 1989. The number of employees almost doubled to more than 10,000 worldwide ¢
the same period. This massive growth led Sculley to reorganize once again, this tim
major geographic division (Apple USA, Apple Pacific, and Apple Europe) with a sepg
division for Apple products. The Apple products division was responsible for all aspeq
product development, ranging from basic research and product definition all the wj
manufacturing, introduction, and coordination of marketing. This integrated approac
aimed at competing with Japan on price and quality while incorporating the latest techn|
and innovation. The major geographic divisions were responsible for selling and ser
the various products in their respective regions.

1. Use your knowledge of organization design to assess the probable effectiven
Apple's new organization structure.

2. What evidence of the differential paradox related to innovation is manifested in
situation?

3. Trace the various reorganizing efforts by Sculley, and explain his reasons for
reorganization.

Source: Deborah Wise and Catherine Harris, "Apple's New Crusade”, Business Week, November 26, 1984. Page 146

ly; the
bated
Nt of
bntrol,
p the
vhich
bn of
\s been
uded
bting
human
n and

hing
other
ities.
50N's
nether

d the

oon
uring
e into
rate
ts of
ay to
was

plogy
icing

pss of

this

each

156.




LESSON

5

HUMAN FACTORS AND MOTIVATION
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5.0 AIMS AND OBJECTIVES

The purpose of this lesson is to highlight the importance of enhancing employee motivation.
After studying this lesson you will be able to:

() describe meaning, nature and types of motivation

(i) understand various theories related to motivation
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(iv) know the methods of motivation

5.1 INTRODUCTION

Motivation is the process of channelling a person's inner drives so that he wants to accomplish
the goals of the organization. Motivation concern itself with the will to work. It seeks to
know the incentives for work and tries to find out the ways and means whereby their
realization can be helped and encouraged. Managers, by definition, are required to work
with and through people, so they must gain at least some understanding of the forces that
will motivate the people they are to manage. People are complex and they are uniquely
different. What motivates one person may not motivate another. Most successful managers
have learned to understand the concept of human motivation and are able to use that
understanding to achieve higher standards of subordinate work performance.

5.2 DEFINITION OF MOTIVATION

"Motivation" is a Latin word, meaning "to move". Human motives are internalised goals
within individuals. Mativation may be defined as those forces that cause people to behave
in certain ways. Motivation encompasses all those pressures and influences that trigger,
channel, and sustain human behaviour. Most successful managers have learned to
understand the concept of human motivation and are able to use that understanding to
achieve higher standards of subordinate work performance.

Motivation has been defined by Michael J Juicus as "the act of stimulating someone or
oneself to get a desired course of action".

In the words of Lewis Allen, "Motivation is the work a manager performs to inspire,
encourage and impel people to take required action”.

According to Dubin, Motivation is, "The complex of forces starting and keeping a person
at work in an organization. To put it generally, motivation starts and maintains an activity
along a prescribed line. Motivation is something that moves the person to action, and
continuous him in the course of action already initiated".

According to William G Scott, "Motivation means a process of stimulating people to
action to accomplish desired goals".

According to Koontz and O'Donnell, "Motivation is a general term applying to the entire
class of drives, needs, wishes and similar forces".

In the words of Brech, "Motivation is a general inspiration process which gets the
members of the team to pull their weight effectively, to give their loyalty to the group, to
carry out properly the tasks they have accepted and generally to play an effective part in
the job that the group has undertaken".

In the words of Dalton E McFarland, "Motivation refers to the way in which urges,
drives, desires, aspirations, striving or needs direct, control or explain the behaviour of
human beings".

In the words of Tolman, "The term motivation has been called an intervening variable.
Intervening variables are internal and psychological process which are not directly
observable and which, in turn, account for behaviour".

The Encyclopaedia of Management observes: "Motivation refers to the degree of
readiness of an organism to pursue some designated goal, and implies the determination
of the nature and locus of the forces, including the degree of readiness".



In the words of C. B. Mamoria - Motivation is - "a willingness to expend energy to Human Factors and
achieve a goal or reward. It is a force that activates dormant energies and sets in motion Motivation
the action of the people. It is the function that kindles a burning passion for action among

the human beings of an organization”.

Motivation is a process by which a need or desire is aroused and a psychological force
within our mind sets us in motion to fulfil our needs and desire. An unsatisfied need becomes
the motive for a person to spend his energy in order to achieve a goal. In a business
organization the 4 P's praise, prestige promotion and pay are the best positive motivators.

5.3 NATURE AND CHARACTERISTICS OF MOTIVATION

Psychologists generally agree that all behaviour is motivated, and that people have reasons
for doing the things they do or for behaving in the manner that they do. Motivating is the
work a manager performs to inspire, encourage and impel people to take required action.
The process of motivation is characterized by the following:-

5.3.1 Motivation is an Internal Feeling

Motivation is a psychological phenomenon which generates in the mind of an individual
the feeling that he lacks certain things and needs those things. Motivation is a force
within an individual that drives him to behave in a certain way.

5.3.2 Motivation is Related to Needs

Needs are deficiencies which are created whenever there is a physiological or
psychological imbalance. In order to motivate a person, we have to understand his needs
that call for satisfaction.

5.3.3 Motivation Produces Goal-Directed Behaviour
Goals are anything which will alleviate a need and reduce a drive. An individual's behaviour
is directed towards a goal.

5.3.4 Motivation can be either Positive or Negative

Positive or incentive motivation is generally based on reward. According to Flippo -
"positive motivation is a process of attempting to influence others to do your will through
the possibility of gain or reward".

Negative or fear motivation is based on force and fear. Fear causes persons to act in a
certain way because they are afraid of the consequences if they don't.

5.4 IMPORTANCE AND BENEFITS OF MOTIVATION

A manager's primary task is to motivate others to perform the tasks of the organization.
Therefore, the manager must find the keys to get subordinates to come to work regularly
and on time, to work hard, and to make positive contributions towards the effective and
efficient achievement of organizational objectives. Motivation is an effective instrument
in the hands of a manager for inspiring the work force and creating confidence in it. By
motivating the work force, management creates "will to work" which is necessary for
the achievement of organizational goals. The various benefits of motivation are:-

() Motivation is one of the important elements in the directing process. By motivating
the workers, a manager directs or guides the workers' actions in the desired direction
for accomplishing the goals of the organization.
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knowledge so that they are able to contribute to the progress of the organization
thereby increasing productivity.

(i) For performing any tasks, two things are necessary. They are: (a) ability to work
and (b) willingness to work. Without willingness to work, ability to work is of no
use. The willingness to work can be created only by motivation.

(iv) Organizational effectiveness becomes, to some degree, a question of management's
ability to motivate its employees, to direct at least a reasonable effort towards the
goals of the organization.

(v) Motivation contributes to good industrial relations in the organization. When the
workers are motivated, contented and disciplined, the frictions between the workers
and the management will be reduced.

(vi) Motivation is the best remedy for resistance to changes. When changes are
introduced in an organization, generally, there will be resistance from the workers.
But if the workers of an organization are motivated, they will accept, introduce and
implement the changes whole heartily and help to keep the organization on the right
track of progress.

(viiy Motivation facilitates the maximum utilization of all factors of production, human,
physical and financial resources and thereby contributes to higher production.

(vii) Motivation promotes a sense of belonging among the workers. The workers feel
that the enterprise belongs to them and the interest of the enterprise is their interests.

(ix) Many organizations are how beginning to pay increasing attention to developing their
employees as future resources upon which they can draw as they grow and develop.

5.5 TYPES OF MOTIVATION

If a manager wants to get work done by his employees, he may either hold out a promise
of a reward (positive motivation) or he may install fear (negative motivation). Both these
types are widely used by managements.

5.5.1 Positive or Incentive Motivation

This type of motivation is generally based on reward. A positive motivation involves the
possibility of increased motive satisfaction. According to Flippo - "Positive motivation is
a process of attempting to influence others to do your will through the possibility of gain
or reward". Incentive motivation is the "pull" mechanism. The receipt of awards, due
recognition and praise for work-well done definitely lead to good team spirit, co-operation
and a feeling of happiness.

Positive motivation include:-

e Praise and credit for work done

e Wages and Salaries

e  Appreciation

® Asincere interest in subordinates as individuals

e Delegation of authority and responsibility

5.5.2 Negative or Fear Motivation

This type of motivation is based on force and fear. Fear causes persons to act in a
certain way because they fear the consequences. Negative motivation involves the
possibility of decreased motive satisfaction. It is a "push” mechanism.



The imposition of punishment frequently results in frustration among those punished, Human Factors and
leading to the development of maladaptive behaviour. It also creates a hostile state of Motivation
mind and an unfavourable attitude to the job. However, there is no management which

has not used the negative motivation at some time or the other.

Check Your Progress

Explain the nature and characteristics of motivation.

Define Motivation?

What is the benefits of motivation?

P w0 bR

Explain the types of motivation.

5.6 THEORIES OF MOTIVATION

Motivation to work is very complex. There are many internal and environmental variables
that affect the motivation to work. Behavioural scientists started to search new facts
and techniques for motivation. These theories are termed as theories of motivation. The
most important theories are explained below.

5.6.1 McGregor's Theory X and Theory Y

Different styles of management have a different bearing on the motivation of workers in
the organization. The style adopted by a manager in managing his subordinates is basically
dependent upon his assumption about human behaviour. Theory X is negative, traditional
and autocratic style while Theory Y is positive, participatory and democratic. Thus, these
labels describe contrasting set of assumptions about human nature.

Douglas McGregor has classified the basic assumption regarding human nature into two
parts and has designated them as 'theory X' and 'theory Y.

Theory X:This is the traditional theory of human behaviour, which makes the following
assumptions about human nature:

1. Management is responsible for organizing the elements of productive enterprises -
money, material, equipment, and people - in the interest of economic ends.

2. With reference to people it is a process of directing their efforts, motivating them,
controlling their actions, modifying their behaviour in order to be in conformity with
the needs of the organization.

3. Without this active intervention by management, people would be passive — even
resistant to organizational needs. Hence they must be persuaded, rewarded, punished
and properly directed.

The average human being has an inherent dislike of work and will avoid it if he can.
He lacks ambition, dislikes responsibility and prefers to be led.

He is inherently self-centred, indifferent to organizational needs.

He is by nature resistant to change.

© N o o

He is gullible, not very bright.
Theory Y:The assumption of theory Y, according to McGregor are as follows:-

1. Work is as natural as play or rest, provided the conditions are favourable; the
average human being does not inherently dislike work.

2. External control and the thrust of punishment are not the only means for bringing
about efforts towards organizational objectives. Man can exercise self-control and
self-direction in the service of objectives to which he is committed. 95
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achievement. People select goals for themselves if they see the possibilities of
some kind of reward that may be material or even psychological.

4. The average human being, under proper conditions does not shirk responsibility, but

learn not only to accept responsibility but also to seek it.

5. He has capacity to exercise a relatively high degree of imagination, ingenuity and
creativity in the solution of organizational problems in widely, not narrowly distributed
in the population.

6. Under conditions of modern industrial life the intellectual potentialities of people
are only partially utilized. As a matter of fact, men, have unlimited potential.

Comparison of Theory X and Theory Y

THEORY X THEORY Y
1. Theory X assumes human beings inherently 1.Theory Y assumes that work is as natufal
dislike work and are distasteful towards work. as play or rest

2. Theory X emphasizes that people do not have | 2. Theory Y assumes just the reverse.
ambitions and they shrink responsibility Given proper conditions, people have
ambitions and accept responsibility

3. Theory X assumes that people in general have| 3. According to Theory Y the creativity is

little capacity for creativity widely distributed in the population

4. According to Theory X, people lack self 4. While in Theory Y people are self-
motivation and require be externally controlling directed and creative and prefer Self-
and closely supervising in order to get maximum  control
output.

5. Theory X emphasise upon centralization of 5. Theory Y emphasizes decentralisation
authority in decision-making process and greater participation in decision-

making process

5.6.2 Maslow's Need-Hierarchy Theory of Motivation

According to Abraham Maslow, a U.S psychologist, man is a wanting animal. He has a
variety of wants or needs. All motivated behaviour of man is directed towards the

satisfaction of his needs. The theory postulated that people are motivated by multiple
needs, which could be arranged in a hierarchy.

Maslow offers a general theory of motivation called the 'need hierarchy theory'.

The features of his theory are as follows:-

1. People have a wide range of needs which motivate them to strive for fulfilment.
2. Human needs can be definitely categorized into five types:

Physical needs,

Safety or security needs,

Affiliation or social needs,

Esteem needs and

Self-actualisation needs.

3. These needs can be arranged into a hierarchy. Physical needs are at the base
whereas self-actualisation needs are at the apex.

4. People gratify their physical needs first, when the need is satisfied, they feel the
urge for the next higher level need.

5. Relative satisfaction of lower level need is necessary to activate the next higher
level need.



6. A satisfied need does not motivate human behaviour. It only triggers or activates
the urge for the next higher level of needs.

Deficit and Progression Principlesin order to comprehend the full meaning of
Maslow's theory, it is necessary to understand the deficit and progression principles.

Deficit Principle: According to Maslow, once a need is fairly well satisfied, it is no
longer a stronger motivator of behaviour. People are motivated to satisfy only those
needs that are perceived to be deficient.

Progression Principle:Maslow contends that the five categories of needs exist in a
hierarchy. A need at a given level is not activated until the need directly below it is fairly
well gratified. Thus, the person is expected to progress step-by-step up the need hierarchy.

The need-hierarchy theory must not be viewed as a rigid structure to be applied universally
in all situations. The hierarchy represents a typical pattern that operates most of the
time.

SELF~
ACTUALISATION
(Creativity, self-
expression etc.

ESTEEM SELF
RESPECT
(Status etc)

SOCIAL ASSOCIATION WITH
OTHERS
(Belonging, giving and receiving affection etc)

SECURITY
(Protection against
danger, threat
deprivation etc)
PHYSIOLOGICAL

(Hunger, thirst, relaxation, sex,
etc)

Figure 5.1: Maslow's Hierarchy of needs.

5.6.3 Hertzberg's Theory of Motivation

Hertzberg developed a theory of motivation on the premise that human nature has two
separate elements - The motivators and maintenance factors. According to this theory
of motivation the items that determine job content are considered motivational factors
e.g.:- Achievement, recognition, responsibility, advancement and the work itself. The
elements that influence the job context are the hygiene or maintenance factors e.g.:-
company policy, salary, inter-personal relations, working conditions etc. They must be
adequate and if they are absent or inadequate, they will create dissatisfaction.

(a) Hygiene Factors:Hygiene factors represent the need to avoid pain in the
environment. They are not an intrinsic part of a job, but they are related to the
conditions under which a job is performed. They are associated with negative
feelings. They must be viewed as preventive measures that remove sources of
dissatisfaction from environment. Hertzberg believed that hygiene factors created
a zero level of motivation and if maintained at proper level prevents negative type
of motivation from occurring.

Thus, hygiene factors, when absent, increase dissatisfaction with the job. When
present, help in preventing dissatisfaction but do not increase satisfaction or
motivation.

(b) Motivators: Motivators are associated with positive feelings of employees about
the job. They make people satisfied with their job. Motivators are necessary to
keep job satisfaction and job performance high. On the other hand, if they are not

Human Factors and
Motivation
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present they do not prove highly satisfying. Motivational factors or satisfiers are
directly related to job content itself, the individual's performance of it, its responsibilities
and the growth and recognition obtained from it. Motivators are intrinsic to the job.

Thus, when motivators are absent, prevent both satisfaction and motivation. When,
motivators are present, they lead to satisfaction and motivation.

To apply the two-factor theory to the workplace, Hertzberg suggests a two-step process

()  The supervisor should attempt to eliminate the hygiene factors that are found to be
more basic than factors that lead to satisfaction.

(i) Once the dissatisfies have been somewhat neutralized, the supervisor may be able
to motivate workers through the introduction of motivational factors.

5.6.4 Victor Vroom's Expectancy Theory

Expectancy Theory was developed by Victor H Vroom. It is based on the notion that
human behaviour depends on people's expectations concerning their ability to perform
tasks and to receive desired rewards. The expectancy theory argues that the strength of
a tendency to act in a certain way depends in the strength of an expectation that the act
will be followed by a given outcome and on the attractiveness of the outcome to the
individual. It includes three variables which Vroom refers to as -

() Valance:Valence means the strength of an individual's preference for a particular
outcome. A valence of zero occurs when the individual is indifferent towards the
outcome. The valance is negative when the individual prefers not attaining the
outcome to attaining it.

(i) Instrumentality: Instrumentality refers to the relationship between performance
and reward. It refers to a degree to which a first level outcome (e.g.:-superior
performance) will lead to a desired second level outcome (e.g.:- promotion). If
people perceive that their performance is adequately rewarded the perceived
instrumentality will be positive. On the other hand, if they perceive that performance
does not make any difference to their rewards, the instrumentality will be low.

(i) Expectancy:People have expectancies about the likelihood that an action or effort
on their part will lead to the intended performance. Workers will be motivated by
the belief that their performance will ultimately lead to payoffs for them. Expectancy
is the probability that a particular action will lead to a particular first level outcome.

In sum, Vroom emphasizes the importance of individual perceptions and assessments of
organizational behaviour. The key to "expectancy" theory is the "understanding of an
individual's goals" - and the linkage between "effort" and "performance" between
"performance” and "rewards" and between "rewards" and "individual-goal satisfaction”.
Itis a contingency model, which recognizes that there is no universal method of motivating
people. Because we understand what needs an employee seeks to satisfy does not
ensure that the employee himself perceives high job performance as necessarily leading
to the satisfaction of these needs.

5.6.5 McClelland's Need for Achievement Theory

David C McClelland, a Harvard Psychologist, has proposed that there are three major
relevant motives most needs in work-place situations. According to him, the motives
are:-

e The need for achievement i.e., strives to succeed.
e The need for affiliation i.e., warm relationship with others.
e The need for power i.e., controls other people.



According to McClelland, every motive is acquired except striving for pleasure and Human Factors and
avoiding pain. He proposed that people acquire these needs for achievement, power and Motivation
affiliation through experiences over the time. On the job, people are motivated by these

needs, and the manager can learn to recognize these needs in workers and use them to

motivate behaviour.

McClelland used the Thematic Apperception Test (TAT) to study human needs. The
TAT process involves asking respondents to look at pictures and write stories about
what they see in the pictures. The stories are then analysed to find certain themes that
represent various human needs. From his research, McClelland found that, achievement
motive is a "desire to perform in terms of a standard of excellence or to be successful in
competitive situations". They (employees) seek situations where:

1. They can attain personal responsibility for finding solutions to problems.

2. They can receive immediate feedback information on how they are progressive
towards a goal.

3. They can set moderately challenging goals.
4. They find accomplishing a task intrinsically satisfying.
"High achievers" differentiate themselves from others by their desire to do things better.

Evaluation: Achievement motivated people is the backbone of any organization. As
such considerable time and attention must be devoted to constructing ways of developing
the achievement motive at the managerial level. Organizational climate must be conducive
to high achievement. Managers must try to raise the achievement need level of
subordinates by creating the proper work environment, increasing responsibility and
autonomy and rewarding excellence in performance.

Check Your Progress 2

Explain theory X and theory Y.

Explain the need hierarchy theory.

Explain the term 'valance' and 'expectancy'.

P wbdPE

Explain the features of the need achievement theory.

5.7 REQUIREMENTS OF A SOUND MOTIVATION SYSTEM

It is very difficult for an average manager to sort through all the different motivational
theories and models and know when and how to maximize their application in widely
differing situations. There should be a sound system of motivation to make the workers
put forth their best efforts. A sound system of motivation should have the following
essential features.

1. A sound motivation system should satisfy the needs and objectives of both
organization and employees.

2. Moativational system should change with the changes in the situation.
Jobs should be designed in such a way as to provide challenge and variety.

Managers should recruit the active co-operation of subordinates in improving the
organization's output. Subordinates should be made to realize that they are
stakeholders in the organization.

5. The motivational system should satisfy the different needs of employees. It should
be directly related to the efforts of the employers.
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workers.

5.8 METHODS OF MOTIVATING PEOPLE

Several factors influence human behaviour. There are numerous drives and needs which
can act as good motivators moving people to work and getting things done through them
as per the plan. People respond to physiological needs, social needs and egoistic needs.
Human needs and desires are the door ways through which the manager channelises his
motivation efforts. There are three types of motivational programmes to improve a person's
behaviour towards his job. These are:-

1. Pay incentive plans,
2. Job enrichment and
3. Management by objectives.

Factors Determining Response to Motivation

There are four important factors governing employee response to the measures of
motivation:

e The intensity or urge of the Drive.
e Past Experience - can he rely upon the promises given by the boss.

e Amount of Reward - The quantity and quality of the reward can influence the
amount of extra effort put forth by the employee.

e Time Relationship of Response to Reward - Long range promises are less effective
than immediate fulfilment.

Check Your Progress 3

1. What are the requirements of a sound motivation system?

2. Explain the methods of motivating people.
3. What are the factors determining the response to motivation?

5.9 LET US SUM UP

People are complex and they are uniguely different. What motivates one person may not
motivate another. Most successful managers have learned to understand the concept of
human motivation and are able to use that understanding to achieve higher standards of
subordinate work performance. Motivation is the process of channelling a person's inner
drives so that he wants to accomplish the goals of the organization. Motivation concern
itself with the will to work. The Encyclopaedia of Management observes: "Mativation
refers to the degree of readiness of an organism to pursue some designated goal, and
implies the determination of the nature and locus of the forces, including the degree of
readiness". Motivation facilitates the maximum utilization of all factors of production,
human, physical and financial resources and thereby contributes to higher production.
Motivation promotes a sense of belonging among the workers. The workers feel that the
enterprise belongs to them and the interest of the enterprise is their interests. Many
organizations are now beginning to pay increasing attention to developing their employees
as future resources upon which they can draw as they grow and develop. If a manager
wants to get work done by his employees, he may either hold out a promise of a reward



(positive motivation) or he may install fear (negative motivation). Both these types are Human Factors and
widely used by managements. Positive or Incentive Motivation is generally based on Motivation
reward. There are three types of motivational programmes to improve a person's behaviour

towards his job. These are Pay incentive plans, Job enrichment and Management by

objectives. Motivation to work is very complex. There are many internal and environmental

variables that affect the motivation to work. Behavioural scientists started to search

new facts and techniques for motivation. These theories are termed as theories of

motivation.

5.10 LESSON END ACTIVITY

Elaborate the following statement:

“Motivation is a process by which a need or desire in aroused and a psychological force
within our mind sets us in motion to fulfill our needs and desire.”

5.11 KEYWORDS

Motivation
Hygiene Factors
Valance
Instrumentality

Expectancy

5.12 QUESTIONS FOR DISCUSSION

Define Motivation. What is its importance?

=

"Management is essentially a process of motivation". Explain.

Critically examine Maslow's need priority theory. How far up the hierarchical ladder
do most people progress?

4. Distinguish between motivators and hygiene factors. Why is it important to make
this distinction?

5. Does money play any role in motivating people? Explain.
Define "morale” and explain its importance in an organization.

Explain the requirements of a sound motivational system.
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Case Sri Ram Pharmacy

K.U Nayak is the Managing Director of Sri Ram Pharmacy, a medium sized pharmaceutical firm
in Mangalore. He holds a M.S degree in pharmacy. He has been managing the company from
its inception in 1980. For more than two decades, the company is doing reasonably well.

Of late, Mr. Nayak has noticed that the workers are not working to their full potential. I{ is a
well-known fact that they filled their days with unnecessary and unproductive activjties
and worked only for the sake of wages. About a year back, the situation has become¢ quite
alarming as the organisation began to crumble under the weight of uneconomical ¢ffort.
The situation demanded prompt remedial measure to check the detrimental trend that was
noticed in the last year. Mr. Nayak knew very well that the only way to progress and prpsper
is to motivate workers to peak performance through various incentive plans.

Mr. Nayak summoned the HR Manager and enquired - What is the problem with the workers?
We pay the highest in the industry. Our working conditions are excellent. Our fringe benefits
are the best in the industry. Still the workers are not motivated. Find out what the workers
really want? Unless productivity increases we are doomed.

The HR Manager made a detailed investigation and comes out with the following reply -
The wages, fringe benefits and working conditions are not enough. Other things are efually
important. | have found out from the workers that work and efficiency go unnoticed|and
unrewarded in the company. The promotions and benefit plans are tied to the length of
service. Even unproductive workers enjoy all the benefits in the organisation, which infact,
according to the workers, should go only to those who work hard. As a result morg¢ and
more workers are joining the bandwagon of non-performers. This has become quite algrming
as workers refuse to perform.

Questions:
1. Explain the maotivational problem in this case by relating it to Herzberg's theory.
2. Analyse the problem in depth and find out a solution to the problem.

3. Ifyou were the HR Manager how would you motivate the employees so that they work
better?
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6.0 AIMS AND OBJECTIVES

This lesson is intended to discuss the concept and importance of leadership and group
decision making in an organisation. After studying this lesson you will be able to:

() know meaning and nature of leadership

(i) describe leadership styles and patterns

(i)  know kinds of leadership skill

(iv) describe the importance of leadership in an organisation

(v) understand types and functions of leadership styles

(vi) know about the leadership committee and importance of group decision making

6.1 INTRODUCTION

The problem of leadership has been one of man's major concerns since the days of
antiquity. Leadership was a matter of concern even in biblical times. The children of
Israel needed someone to guide them out of their bondage in Egypt, and Moses stepped
forward to lead them in their journey to the promised holy land of Israel. In the 20th
century, Great Britain needed the leadership of Winston Churchill to successfully combat
her enemies in the 2nd World War. In the same way Franklin D Roosevelt provided
leadership to the American people, Adolph Hitler in Germany, Stalin in USSR and M.K.
Gandhiin India.

Coming to the business enterprises, people working there need leaders, who could be
instrumental in guiding the efforts of groups of workers to achieve the goals of both
individuals and the organization. Leadership is a process of influence on a group.
Leadership is the ability of a manager to induce subordinates to work with confidence
and zeal. Peter F Drucker considers "leadership" as a human characteristic which lifts a
man's vision to higher sights, raises a man's performance to higher standards and builds
man's personality beyond its normal limitations.

6.2 DEFINITIONS AND MEANING OF LEADERSHIP

Leadership is a great quality and it can create and convert anything. There are many
definitions of leadership. Some of the definitions of leadership are reproduced below:-

"Leadership" according to Alford and Beatty "is the ability to secure desirable actions
from a group of followers voluntarily, without the use of coercion".

According to Chester | Barnard, "It (leadership) refers to the quality of the behaviour of
the individual whereby they guide people on their activities in organized efforts".

According to Terry, "a leader shows the way by his own example. He is not a pusher, he
pulls rather than pushes".

According to Koontz and O'Donnell - Managerial leadership is "the ability to exert inter-
personal influence by means of communication, towards the achievement of a goal.
Since managers get things done through people, their success depends, to a considerable
extent upon their ability to provide leadership".

In the words of R.T. Livingston - Leadership is "the ability to awaken in others the desire
to follow a common objective".

According to the Encyclopedia of the Social Sciences - "Leadership is the relation between
an individual and a group around some common interest and behaving in a manner directed
or determined by him".



According to Peter Drucker - Leadership "is not making friends and influencing peolgtedership and Group Decision
i.e., salesmanship. Leadership is the lifting of man's vision to higher sights, the raising of Making
man's performance to higher standards, the building of man's personality beyond its

normal limitations".

According to Louis A Allen - "A leader is one who guides and directs other people. He
gives the efforts to his followers a direction and purpose by influencing their behaviour".

In the words of Theo Haimann - "Leadership is the process by which an executive
imaginatively directs, guides and influences the work of others in choosing and attaining
specified goals by mediating between the individuals and the organization in such a manner
that both will obtain maximum satisfaction”.

In the words of James Gibbon - Leadership is "a process of influencing on a group in a
particular situation at a given point of time and in a specific set of circumstances that
stimulates people to strive willingly to attain organizational objectives, giving them the
experience of helping attain the common objectives and satisfaction with the type of
leadership provided".

According to Katz and Kalm - "In the descriptions of organizations, no word is used with
such varied meanings. The word leadership is sometimes used to indicate that it is an
attribute of personality; sometimes, it is used as if it were a characteristic of certain
positions, and sometimes as an attribute of behaviour".

From the above definitions we can conclude that leadership is a psychological process of
influencing followers (subordinates) and providing guidance, directing and leading the
people in an organization towards attainment of the objectives of the enterprise.

6.3 NATURE OR CHARACTERISTIC FEATURES OF
LEADERSHIP

1. Leadership implies the existence of followerdfe appraise the qualities of
leadership by studying his followers. In an organization leaders are also followers
for e.g.:- Supervisor works under a branch head. Thus, in a formal organization a
leader has to be able to be both a leader as well as a follower, and be able to relate
himself both upward and downward.

2. Leadership involves a community of interest between the leader and his
followers: In other words, the objectives of both the leader and his men are one
and the same. If the leader strives for one purpose and his team of workers work
for some other purpose, it is no leadership.

3. Leadership involves an unequal distribution of authority among leaders and
group membersLeaders can direct some of the activities of group members, i.e.,
the group members are compelled or are willing to obey most of the leader's
directions. The group members cannot similarly direct the leader's activities, though
they will obviously affect those activities in a number of ways.

4. Leadership is a process of Influenckeadership implies that leaders can influence
their followers or subordinates in addition to being able to give their followers or
subordinates legitimate directions.

5. Leadership is the function of stimulatiori:eadership is the function of motivating
people to strive willingly to attain organizational objectives. A successful leader
allows his subordinates (followers) to have their individual goals set up by themselves
in such a way that they do not conflict with the organizational objectives.

6. A leader must be exemplaryn the words of George Terry - "A Leader shows
the way by his own example. He is not a pusher, he pulls rather than pushes".
According to L.G. Urwick - "it does not what a leader says, still less what he 105
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Organisational Behaviour what he does and how he behaves". From the above explanation it is clear that a
leader must set an ideal before his followers. He must stimulate his followers for
hard and sincere work by his personal behaviour. In other words a leader must set
an exemplary standard before his followers.

7. A Leader ensures absolute justicA:leader must be objective and impartial. He
should not follow unfair practices like favouritism and nepotism. He must show fair
play and absolute justice in all his decisions and actions.

6.4 LEADERSHIP STYLES AND PATTERNS

Tannenbaum and Schmidt have described the range of possible leadership behaviour
available to a manager. Each type of action is related to the degree of authority used by
the boss and to the degree of freedom available to his subordinates in reaching decisions.
The figure below shows the different leadership styles and patterns.

1. Manager Makes and
Announces Decisions

2. Manager sells his
Decisions

3. Manager Presents ide
and invites questions

4. Manager offers tentat
decisions subject to
change

5. Manager Presents
problems gets

Boss Centered Leadership

suggestions and make
decisions

6. Manager defines limit
and requests group to
make decisions

7. Manager permits full
involvement of

HIODVNVIN A9 ALIHOHLNY 40 3SN

subordinates in the
decision-making

nrarace

Subordinate Centered

S3ILVYNIQHOdNS J04 WOd3

Figure 6.1: Range of leadership styles

Leadership Styles

1. The Manager makes decision and announces lit:is an extreme form of
autocratic leadership whereby decisions are made by the boss who identifies the
problem, considers alternative solutions, selects one of them and then reports his
decision to his subordinates for implementation.

2. The Manager sells his decisionst is a slightly improved form of leadership
wherein the manager takes the additional step of persuading the subordinates to
accept his decision.

3. The Manager presents his ideas and invites questioiifere is greater
involvement of the employees in this pattern. The boss arrives at the decision, but
provides a full opportunity to his subordinates to get fuller explanation of his thinking
and intentions.

4. The manager presents a tentative decision subject to chargrein the
decision is tentatively taken by the manager but he is amenable to change and
influence from the employees.

5. The manager may present the problem, get the suggestions and then take his
own decision:Herein sufficient opportunity is given to the employees to make
106 suggestions that are coolly considered by the Manager.



Leadership and Group Decision

6. The Manager may define the limits and request the group to make a decigion: Making

manager of this style of management lets the group have the right to make the decision.
The subordinates are able to take the decision to the limits defined by the manager.

7. The Manager may permit full involvement of the subordinates in the decision-
making processit is often designated as 'Democratic' leadership.

Leadership style refers to the behaviour pattern adopted by a leader to influence the
behaviour of his subordinates for attaining the organizational goals. As different leadership
styles have their own merits and demerits, it is difficult to prefer one leadership styles to

another. The selection of a leadership style will depend on the consideration of a number
of factors. Tannenbaum and Schmidt have pointed out the important factors that affect
the choice of a style of leadership. They are:-

*  Forces in the manager i.e., the manager's personality, experience and value system.

* Forces in the subordinates i.e., the subordinates readiness for making decisions,
knowledge, interest, need for independence etc.

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

Check Your Progress

2. Explain the characteristics of leadership.

1. Define leadership.

3.  What are the different leadership styles?

6.5 LEADERSHIP SKILL

The leader is expected to play many roles and therefore, must be qualified to guide
others to organizational achievement. Although no set of absolute traits or skills may be
identified, the individuals who possess abilities to lead others must have certain attributes
to help them in performing their leadership rolls. In a broad way the skills which are
necessary for an industrial leader may be summarized under four heads:-

(a) Human skill
(b) Conceptual skill
(c) Technical skilland

(d) Personal skill.

6.5.1 Human Skill

A good leader is considerate towards his followers because his success largely depends
on the co-operation of his followers. He approaches various problems in terms of people
involved more than in terms of technical aspects involved. A leader should have an
understanding of human behaviour. He should know people; know their needs, sentiments,
emotions, as also their actions and reactions to particular decisions, their motivations etc.
Thus, a successful leader possesses the human relations attitude. He always tries to
develop social understanding with other people. The human skill involves the following:-

(a) Empathy:A leader should be able to look at things objectively. He should respect
the rights, belief and sentiments of others. He should equip himself to meet the
challenges emanating from the actions and reactions of other people. The leader
should be empathetic towards his followers so that he can carefully judge their
strengths, weakness, and ambitions and give them the attention they deserve. 107
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must be free from bias and prejudice while becoming emotionally involved with the
followers. His approach to any issue or problem should be objective and not based
on any pressure, prejudice or preconceived notions. Objectivity is a vital aspect of
analytical decision making. Honesty, fairplay, justice and integrity of character are
expected of any good leader.

(c) Communication Skill: A leader should have the ability to persuade, to inform,
stimulate, direct and convince his subordinates. To achieve this, a leader should
have good communication skill. Good communications seem to find all responsibilities
easier to perform because they relate to others more easily and can better utilize
the available resources.

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

(e) Social Skill: A leader should understand his followers. He should be helpful,
sympathetic and friendly. He should have the ability to win his followers confidence
and loyalty.

6.5.2 Conceptual Skill

In the words of Chester Barnard -"the essential aspect of the executive process is the
sensing of the organization as a whole and the total situation relevant to it". Conceptual
skills include -

(a) The understanding of the organization behaviour,
(b) Understanding the competitors of the firm, and
(c) Knowing the financial status of the firm.

A leader should have the ability to look at the enterprise as a whole, to recognize that the
various functions of an organization depend upon one another and are interrelated, that
changes in one affect all others. The leader should have skill to run the firm in such a

way that overall performance of the firm in the long run will be sound.

6.5.3 Technical Skill

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

6.5.4 Personal Skill

The most important task of the leader is to get the best from others. This is possible only
if he possesses certain qualities. These personal skills include-

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

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

(c) Personal Motivation: This involves the creation of enthusiasm within the leader
himself to get a job done. It is only through enthusiasm that one can achieve what
one wants. Leaders have relatively intense achievement type motivational drive.
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(d) Integrity: In the words of F.W Taylor - "integrity is the straight forward honesty of
purpose which makes a man truthful, not only to others but to himself; which makes
a man high-minded, and gives him high aspirations and high ideals".

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

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

Difference between Leadership and Managemeheadership is different from
management. The main differences between these two terms are:-

1. A manager is required to plan, organize, direct and control. But a leader is one who
gets others to follow him.

2. A manager depends on his authority. But a leader depends on his confidence and
goodwill. He inspires enthusiasm.

3.  Management is concerned with the formulation of broad policies to guide the
operations of an enterprise. But leadership is concerned with the initiation of action
for the accomplishment of the goals.

4. Anindividual is a leader in the true sense if he is accepted as a leader by the group.
A manager is appointed and he derives his authority by virtue of his office.

5.  Management is associated with the organized structure. But leadership may be
associated with unorganised groups.

6.6 IMPORTANCE OF LEADERSHIP

The importance of leadership in an organization cannot be denied. People working in an
organization need individuals (leaders) who could be instrumental in guiding the efforts

of groups of workers to achieve goals and objectives of both the individuals and the
organization. The leader guides the action of others in accomplishing these tasks. A good
leader motivates his subordinates, creates confidence and increases the morale of the
workers. In the words of Peter F Drucker - "Good leadership is a must for the success
of a business but the business leaders are the scarcest resources of any enterprise". The
following points highlight the importance of leadership:-

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

An effective leader motivates the subordinates for higher level of performance.

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

4. Leadership is an aid to authority. A leadership helps in the effective use of formal
authority.

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

The history of business is full of instances where good leaders led their business concerns

to unprecedented peaks of success .To quote George R Terry - " The will to do is

triggered by leadership and lukewarm desires for achievement are transformed into

burning passe.. for successful accomplishments by the skilful use of leadership." 109



Principles of Management and
Organisational Behaviour

110

6.7 FUNCTIONS OF A LEADER

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

1.

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

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

He represents the organizatiorA leader represents the organization and its
purpose, ideals, philosophy and problems to those working for it and to the outside
world .In other words, leaders is true representative of the entire organization.

He acts as a arbitratorWhen groups experience internal difference, whether
based on emotional or intellectual clashes, a leader can often resolve the differences.
He acts as an arbitrator to prevent serious group difference.

To assign reasons for his actiont is a delicate task of leaders to assigns reason
to his every command. He has to instruct things in such a way that they are intelligible
to all concerned and their co-operation is readily forthcoming.

To interpret: He interprets the objectives of the organization and the means to be
followed to achieve them; he appraises his followers, convinces them, and creates
confidence among them.

To guide and directit is the primary function of the leader to guide and direct the
organization. He should issue the necessary instructions and see that they are
properly communicated.

To encourage team workA leader must try to win the confidence of his
subordinates. He must act like the capital of a team.

He manages the organizationast, but not the least, he administers the
undertaking by arranging for the forecast, planning, organization, direction, co-
ordination and control of its activities.
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Check Your Progress 2

What are the skills that a leader should possess?

What are the differences between leadership and management?
What is the importance of leaders?

Explain the functions of a leader.

6.8 TYPE OF LEADERS

The different types of leadership styles are:-

1.
2.

Autocratic or task Management Leadership,

Participative or democratic leadership,



3. Laissez faire or Free-rein Leadership, and Leadership and Gro”ngiicr‘]z‘m

4. paternalistic Leadership.

6.8.1 Autocratic or Task Management Leadership

The autocratic Leader gives order which he insists shall be obeyed. He determines
polices for the group without consulting them, and does not give detailed information
about future plans, but simply tells the group what steps must they take. In other words,
an autocratic leader is one who centralizes the authority in himself and does not delegate
authority to his subordinates. He is dictatorial by nature, and has no regard for the
subordinates. He drives himself and his subordinates with one thought uppermost in his
mind- action must produce results. An autocratic close the entire planning and cells upon
his subordinates to execute what he has planned. An Autocratic leader operates on the
following assumptions:-

(a) An average human being has inherent dislikes of work and will avoid it if he can.

(b) His assumption is that if his subordinate was intelligent enough, he would not be in
that subordinate position.

(c) Heassumes that unintelligent subordinates are immature, unreliable and irresponsible
persons. Therefore, they should be constantly watched in the course of their work.

(d) As he has no regard for his subordinates, he gets the work done by his subordinates
through negative motivation i.e. through threats of penalty and punishment.

Thus under this style all decision-making power is centralized in the leader. The autocratic
leader stresses his prerogative to decide and order and subordinates obligation to do
what they are told to carry out. He does not give subordinates the freedom to influence
his behaviour.

Types of autocratic leadership

Strict autocratic leadersA strict autocratic relies on negative influence and gives
orders which the subordinates must accept. He may also use his power to disperse
rewards to his group.

Benevolent AutocrafThe benevolent is effected in getting high productivity in many
situations and he can develop effective human relationship. His motivational style is
usually positive.

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

6.8.2 Participative or Demaocratic Leadership

A democratic leader is one who consults and invites his subordinates to participate in the
decision making process. He gives orders only after consulting the group; sees to it that
polices are worked out in group decisions and with the acceptance of group. The manager
largely avoids the use of power to get a job done. He behaves that a desired organizational
behaviour can be obtained if employees' needs and wants are satisfied. Therefore, he
not only issues orders but interprets them and sees to it that the employees have the
necessary skill and tool to carry out their assignments. He assigns a fair work lead to his
personal and recognizes the job that is well done; there is a team approach to the attainment
of organizational goals. He recognizes human value for greater concern for his
subordinates. A participative leader operates on the following assumptions:-

(a) Subordinates are capable of doing work and assuming the responsibility if they are
given opportunities and incentives. 111
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commanded to work.

(c) Mistakes are not viewed seriously. The assumption is that disciplinary action breeds
discontent and frustration among employees and creates an unhealthy work
environment.

6.8.3 Laissez Faire or Free-rein Leadership

A free-rein leader does not lead, but leaves the group entirely to itself. The leader avoids
using power and interest the decision making authority to his subordinates. He does not
direct his subordinates and there is complete freedom for the subordinates. Group of
members work themselves and provide their own motivation. The manager exits as a
contact man with outsiders to bring for his group the information and resources it needs
to accomplish its job. A free-rain leadership operates on the following assumption:-

(a) He follows the rule of minimum exposure to accountability.

(b) He relieves himself of responsibilities and is ready to blame his subordinates if
something goes wrong.

(c) He has no clear idea of the goals to be attained.
(d) He is more security conscious than status conscious.

This mode of direction can produce good and quick results if the subordinates are highly
educated and brilliant people who have a will to go ahead and perform their responsibility.

6.8.4 Paternalistic Leadership

Under this type of leadership, the leader assumes that his function is fatherly. His attitude
is that of treating the relationship between the leader and his groups that of family with

the leader as the head of the family. The leader works to help to work to help, guide,
protect and keep his followers happily working together as members of a family. He

provides them with good working condition, fringe benefits and employee services. It is

said that employees under such leadership well work harder out of gratitude.

Check Your Progress 3

1. What are the different types of leaders?

2.  What are the different types of autocratic leaders?

3. What do you mean by paternalistic leadership?

6.9 LEADERSHIP COMMITTEE

A committee is a small group of people formed from a larger group of employees assigned

with a particular task. A committee member may be appointed or the employee concerned

may also volunteer to become a member. The ideal size of a committee for most of the

tasks is 3 to 5 persons. The first person named in a committee is usually considered as
the chairman of the committee.

6.9.1 Selecting Members for a Committee

In selecting committee members we have to remember the contribution that participating
members can make to the committee. The following guidelines may be followed in selecting
a committee member:

° He/She should be interested in the work to be done.
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e The person should have special skills needed for the job.

e He/ She should not be overloaded with conflicting commitments.

e He/She should be willing to contribute to the group.

e The chairman should consider him/her as useful and desirable for the committee.

e He/She should be compatible with other members and should cooperate with them.

6.9.2 Selecting the Chairman for the Committee

Utmost care is needed in selecting the chairman of the committee than in selecting its
members. The chairman has the primary responsibility to give leadership to the group
and to stimulate them to their higher productivity both individually and as members of the
group. He/ She should be able to organise the individual members into a working group.
It is always desirable to have a chairman who had previously served as a member of a
committee or has had similar experience.

The chairman may also be chosen for his/ her ability to lead the group. The one who
proposes an idea or alternatively, the committee may select the leader by themselves.

6.10 GROUP DECISION MAKING

Major decisions in organizations are most often made by more than one person. Managers
use groups to make decisions for the following reasons.

1. Synergy:Synergy is a positive force in groups that occurs when group members
stimulate new solutions to problems through the process of mutual influence and
encouragement in the group.

2. Commitment:Another reason for using a group is to gain commitment to a decision.

3. Knowledge and Experiencésroups also bring more knowledge and experience
to the problem-solving situation.

6.10.1 Advantages of Group Decision Making

Compared with individual decision-making, group decision making has several advantages.
They are:

(a) More knowledge and information through the pooling of group member resources;

(b) Increased acceptance of, and commitment to, the decision, because the members
had a voice in it;

(c) Greater understanding of the decision, because members were involved in the
various stages of the decision process;

(d) An increased number of alternatives can be developed;
(e) Members develop knowledge and skills for future use.

6.10.2 Disadvantages of Group Decision Making

Despite its advantages, group decision making also has several disadvantages when
contrasted with individual decision making. They are:-

(a) Pressure within the group to conform and fit in;

(b) Domination of the group by one forceful member or a dominant clique, who may
ramrod (ramifications) the decision;

(c) Itis usually more time consuming, because a group is slower than an individual to
make a decision; 113
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(e) Groupthink may cause members to overemphasize gaining agreement.

Given the emphasis on teams in the workplace, many managers believe that groups
produce better decisions than do individuals, yet the evidence is mixed. Two potential
liabilities are found in group decision: Groupthink and Group polarization. These problems
are discussed below:

6.11 GROUPTHINK

One liability of a cohesive group is its tendency to develop groupthink a dysfunctional
process. Group think is the tendency in cohesive groups to seek agreement about an
issue at the expense of realistically appraising the situation. With groupthink, group members
are so concerned about preserving the cohesion of the group that they are reluctant to
bring up issues that may cause disagreements or to provide information that may prove
unsettling to the discussion. Irving Janis, the originator of the groupthink concept, describes
group think as "a deterioration of mental efficiency, reality testing and moral judgement"
resulting from in-group pressures.

Certain conditions favour the development of group think.
(a) Highly cohesive groups tend to avoid conflicts and to demand conformity.

(b) Another condition (antecedents) includes directive leadership, high stress, insulation
of the group, and lack of methodical procedures for developing and evaluating
alternatives.

(c) Having to make a highly consequential decision that has great impact on the group
members and on outside parties.

(d) When group members feel that they have limited time in which to make a decision,
they may rush through the process.

These antecedents cause members to prefer concurrence in decisions and to fail to
evaluate one another's suggestions critically. Such tendencies can have disastrous
consequences when major issues are being considered.

A group suffering from groupthink shows recognizable symptoms. The figure below
presents these symptoms and makes suggestions on how to avoid groupthink.

Symptoms of Group Think and How to Prevent It
SYMPTOMS OF GROUP THINK

® lllusions of invulnerability. Group members feel they are moral in their actions and
therefore above reproach. This symptom leads the group to ignore the ethical
implications of their decisions.

® |llusions of unanimity. Group members believe there is unanimous agreement on the
decisions. Silence is misconstrued as consent.

®  Rationalization. Group members concoct explanations for their decisions to Take
them appear rational and correct. The results are that other alternatives afe not
considered, and there is an unwillingness to reconsider the group's assumptigns.

®  Stereotyping the enemy. Competitors are stereotyped as evil or stupid. This lea¢ls the
group to underestimate its opposition.

®  Self-censorship. Members do not express their doubts or concerns about the gourse
of action. This prevents critical analysis of the decisions.

Contd...



®  Peer pressure. Any member who express doubts or concerns and pressured by otftepdership and Group Decision
group members, who question their loyalty. Making

° Mindguards. Some members take it upon themselves to protect the group|from
negative actions.

GUIDELINES FOR PREVENTING GROUPTHINK

® Ask each group member to assume the role of the critical evaluator who actjvely
voices objections or doubts.

° Have the leader avoid stating his or her position on the issue prior to the droup
decision.

®  Create several groups that work on the decision simultaneously.
° Bring in outside experts to evaluate the group process.
®  Appoint a devil's advocate to question the group's course of action consistently.

° Evaluate the competition carefully, posing as many different motivations and intentions
as possible.

®  Once consensus is reached, encourage the group to rethink its position by reexamining
the alternatives.

Source: Irving L Janis, "Groupthink: Psychological Studies of Policy Decisions and Fiascoes" (second edition) Houghton
Mifflin Company (1982)

Group Polarization:Group polarization is the tendency for group discussion to produce
shifts towards more extreme attitudes among members. The tendency toward polarization
has important implications for group decision making. Groups whose initial views lean a
certain way can be expected to adopt more extreme views following interaction. Several
ideas have been proposed to explain why group polarization occurs. They are -

(a) The Social Comparison Approacherior to group discussion, individuals believe
they hold better views than the other members. During group discussion, they see
that their views are not so far from average, so they shift to more extreme position.

(b) Persuasive Arguments Viewt contends that group discussion reinforces the
initial views of the members, so they take a more extreme position.

Both these processes cause the group to develop more polarized attitudes. Group
polarization leads groups to adopt extreme attitudes. In some cases, this can be disastrous.

Check Your Progress 4

1. What do you mean by group decision-making?

2. How does the syndrome of groupthink take place?

6.12 LET US SUM UP

People working in business enterprises need leaders who could be instrumental in guiding

the efforts of groups of workers to achieve the goals of both the individual and the

organization. Leadership is a process of influence on a group. Leadership is the ability of

a manager to induce subordinates to work with confidence and zeal. Leadership is a

psychological process of influencing followers (subordinates) and providing guidance,

directing and leading the people in an organization towards attainment of the objectives

of the enterprise. People working in an organization need individuals (leaders) who could 115
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of both the individuals and the organization. The leader guides the action of others in
accomplishing these tasks. Major decisions in organizations are most often made by
more than one person. Managers use groups to make decisions. One liability of a cohesive
group is its tendency to develop groupthink a dysfunctional process. Group think is the
tendency in cohesive groups to seek agreement about an issue at the expense of realistically
appraising the situation

6.13 LESSON END ACTIVITY

“Leadership is the driving force for which gets thing done by others." Discuss.

6.14 KEYWORDS

Leader

Leadership

Human Skill
Communication Skill
Empathy

Teaching Skill
Social Skill
Conceptual Skill
Technical Skill
Personal Skill
Personal Motivation

Integrity

6.15 QUESTIONS FOR DISCUSSION

1. What is leadership? What are its characteristics?

2.  "A good leader is one who understands his subordinates, their needs and their
sources of satisfaction." Comment.

Briefly discuss the essential opacities of leadership.

Critically examine the different approaches to the study of leadership behaviour. Is
there one best style of leadership?

Explain the various Theories of leadership.

"A Successful Leader is not necessarily effective." Comment.
Explain the qualities of a good leader.

Explain managers use groups to make decisions.

© © N o O

What are the symptoms of Groupthink and how to Prevent it?
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Case UNWANTED PROMOTION

Vinod was a scientist in the R and D department of the Indian Space Research Organ
(ISRO). He worked for the Institution ever since he received his degree 15 years earli
he was clearly recognized as one of the best researchers in the area. He spent mar
keeping current on the literature, and he knew how to set up tight research de

zation
pr and
y hours
5igns.

Knowledgeable in space research, he had a reputation for sticking to his guns about how

specific research studies should be conducted. He believed that if something was ng
well, it should not be done at all.

A number of his discoveries had saved the company of millions of dollars in foreign exch
His colleagues frequently came to him for advice about how to proceed on various prd
He was convinced about the correctness of his advice. In short, Vinod was a star
organization.

Early in February 2000, Roney would retire as head of R& D. The decision abou
successor was in the hands of Dr Arun the chairman of ISRO. Roney recommended

t done

hnge.
jects.
in the

t his
\Vinod

because his record of his outstanding service. The new position required large amouints of

administrative work and less research.

Roney and Dr. Arun discussed some of these issues with Vinod. He would no longer
charge of specific research projects, but because everyone came to him for advice, h
still be actively involved in research. Vinod thought long about the offer. The promo,
meant more money and recognition. Starting June 1, Vinod became the head of the
department.

It was not long before things started to go wrong. First, of all, Vinod had more diffic
keeping up with the literature. Other priorities seemed to always interfere with his rea
time. He also noticed a distinct cooling in the way his colleagues treated him. At first
had continued to come to him with questions and problems. Vinod responded as he &
had "Here's how it has to be done". In few cases his advice was not followed.

He also got into a number of arguments with Dr Arun. In many cases he demanded
financial support form Dr Arun to conduct various research projects in the way he f

be in
b could
tion
R& D

Ity
iding
they
\lways

more
Pt it
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Finally, Dr. Arun knew that something had to be changed. He went to Vinod and told him
that he had to (1) compromise more and accept the realities of his job. (2) Step down from his
position, or (3) leave ISRO.

Questions:
1. Why do you think Vinod was not successful at this job?
2. Why did problem start to occur between Vinod and his colleagues?

3. Do you think the selection of Vinod to the position of R and D Head was the flight
move? How should this process of selection have been conducted?
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7.0 AIMS AND OBJECTIVES

The purpose of this lesson is to know the meaning, functions, types and importance of
communication in an organisation. After study this lesson you will be able to:

() understand meaning, importance and functions of communication

(i) describe steps involved in communication process

(i) know the downward, upward and lateral communication in the organisation
(iv) describe patterns of direction (communication network)

(v) differentiate between formal and informal action communication within an
organisation

(vi) describe barriers to effective communication.
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7.1 INTRODUCTION Communication

Communication is the exchange of messages between people for the purpose of achieving
common meanings. Unless common meanings are shared, managers find it extremely
difficult to influence others. Whenever group of people interact, communication takes
place. Communication is the exchange of information using a shared set of symbols. Itis
the process that links group members and enables them to coordinate their activities.
Therefore, when managers foster effective communication, they strengthen the
connections between employees and build cooperation. Communication also functions
to build and reinforce interdependence between various parts of the organization. As a
linking mechanism among the different organizational subsystems, communication is a
central feature of the structure of groups and organizations. It helps to coordinate tasks
and activities within and between organizations.

7.2 DEFINITIONS OF COMMUNICATION

Whenever a group of people interact, communication takes place. Communication is the
exchange of information using a shared set of symbols. It is the process that links group
members and enables them to coordinate their activities. Therefore, when managers
foster effective communication, they strengthen the connections between employees
and build cooperation. The term "communication” is derived from the Latin word
"communis" which means "common". This stands for the sharing of ideas in common. It
is the process of passing information and understanding from one person to another.

According to Theo Haimann, "Communication, fundamental and vital to all managerial
actions, is the process of imparting ideas and making oneself understood by others".

According to Dalton McFarland, "Communication may be broadly defined as the process
of meaningful interaction among human beings. More specifically, it is the process by
which meanings are perceived and understandings are reached among human beings".

According to Louis A Allen, "Communication is the sum of all the things one person does
when he wants to create understanding in the mind of another. It is a bridge of meaning.
It involves a systematic and continuous process of telling, listening and understanding".

In the words of Newman and Summer, "Communication is an exchange of fact, ideas,
opinions or emotions by two or more persons".

According to Hudson, " Communication in its simplest form is conveying of information
from one person to another".

According to Charles E Redfield, communication is "the broad field of human interchange
of facts and opinions and not the technologies of telephone, telegraph, radio and the like".

According to Koontz and O'Donnell, "Communication, is an intercourse by words, letters
symbols or messages, and is a way that the organization members shares meaning and
understanding with another".

In the words of Jacques, "Communication is the sum total of directly and indirectly,
consciously and unconsciously transmitted feeling, attitudes and wishes".

In the words of Mockler, "Communication is the process of passing information, ideas or
even emotions from one person to another".

In the words of Kelly, "Communication is a field of knowledge dealing with systematic
application of symbols to acquire common information regarding an object or event".

In the words of Brown, communication is "a process of transmitting ideas or thoughts
from one person to another, for the purpose of creating understanding in the thinking of

the person receiving the communication". o1
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and attitudes both verbally and non-verbally eliciting a response. It is a dynamic concept
underlying all lands of living systems".

According to Ordeay Tead, "Communication is a composite:
e  Ofinformation given and received,

e  Of learning experience in which certain attitudes, knowledge and skills change,
carrying with them alternations of behaviour,

e  Ofalistening effort by all involved,
e Of a sympathetic fresh examination of issues by communicator himself,

e Of a sensitive interaction of points of view — leading to a higher level of shared
understanding and common intention".

It should be clear from the above definitions that communication is not merely sending or
receiving message. It is much more than that. It includes proper understanding of message,
its acceptance and action on it. Unless common meanings are shared, managers find it
extremely difficult to influence others. Communication is a critical part of every manager's
job. Without effective communication, even the most brilliant strategies and the best-laid
plans may not be successful. As a result, it is not surprising that high-level executives, as
well as managers at other levels, often mention effective communication skills, both oral
and written, as crucial elements for managerial success. Communication is thus an attempt
to share understanding by two or more persons. It is a two-way process and is completed
when there is some response from the receiver of information. It has two basic objectives:

To transmit message, ideas or opinions, and

To create an impression or understanding in the minds of the receiver of information.

7.3 IMPORTANCE OF COMMUNICATION

Communication is an indispensable activity in all organizations. No organization can think
of its existence without effective communication. That is why, Chester Bernard remarked,
"the first executive function is to develop and maintain a system of communication”. An
organization's very survival depends on its employees' ability to communicate with one
another and with the members of its environment. The free flow of ideas and information
is an essential ingredient in the drive for quality and continuous improvement. The
organization relies on communications to learn what its customers want, to foster
cooperation among its employees, and to identify and adapt to changes in the environment.
An effective communication system is essential to pass messages, ideas and information
for explaining objectives and plans, controlling, performance and taking corrective action.

Outrageous

P.O.S: T. Scott Gross has it; and he thinks every other entrepreneur should, too.[P.O.S
stands for Positively Outrageous Service. It is also the title of his book, which encoufages
entrepreneurs to provide customers with service that 1) is random and unexpected; 2) is out
of proportion to the circumstances; 3) invites the customer to play or be highly involved: 4)
creates compelling word of mouth; and 5) results in lifetime buying decisions. Who |s T.
Scott Gross, and what does P.O.S have to do with communication?

Gross is a consultant in "participative service," which is service that "actively involves the
customer, while you market one customer at a time". He also owns a restaurant, which
allows him to put his ideas into practice. Communications are a vital part of his philospphy

— between business owner and customer as well as between manager and employee.

Contd...



Communication with the customer is necessary — and fun. The random, unexpectef, and
out-of-proportion communication can be fun (such as when Phil Romano, owner|of a

restaurant called Macaroni's announced one evening that all his dinner guests werg truly
guests- they would not be charged for their meals). It also requires imagination and coyrage.

On a more serious note, Gross insists on constant communication with the customer,
including asking the customer's opinion about various aspects of one's goods and/or
services. He considers it essential to future success.

Communications between management and employees actually compose a substantial
portion of Gross's P.O.S ten rules of management. "Give immediate feedback to employees
and customers with a highly visible customer response system" he advises in rule #3. "The
communications system should get information immediately into the hands of the emplpyees

involved, so they can make the mental connection between their behavior and cugtomer
attitudes toward the company.”

"Your company's communications and meeting should regularly feature stories gbout
outstanding customer service." He says in rule#3. "Public praise turns ordinary clerkp into
heroes and encourages future service excellence."

Gross has built his own career on good communication skills and has gone a long way
toward improving the skills of other managers and entrepreneurs. There's nothing outrggeous
about that.

Source:T. Scott Gross, "Outrageous!" Success, March 1992, Page 40 - 42.

The importance of communication in management can be judged from the following:

1. Gaining acceptance of policies, winning cooperation of others, getting instructions
and ideas clearly understood and bringing about the desired changes in performance
are dependent upon effective communication.

2. Communication helps the management in arriving at vital decisions. In its absence,
it may not be possible for the top-level management to come in closer contact with
each other and discuss the important problems pertaining to the organization.

3.  Constant communication with personnel helps the management to remain informed
about their problems, difficulties and grievances. Appropriate steps can be taken in
time to remove the worker's difficulties. Conflicts often arise because of
communication gap. They can be averted by setting up a regular arrangement of
keeping contact with the workers through communication media.

4. Communication is quite essential for coordination, which is the essence of effective
management. It brings about mutual understanding between the personnel at all
levels and fosters the spirit of cooperation. In the words of Mary Crushing Niles,
"Good communications are essential to coordination. They are necessary upward,
downward and sideways, through all the levels of authority and advise for the
transmission, interpretation and adoption of policies, for the sharing of knowledge
and information, and for the more subtle needs of good morale and mutual
understanding".

5. Greater, better and cheaper production are the aims of all managers. In today's
organizations; the information passes through a variety of filters and there is always
a chance for misinterpretation. An effective system of communication can play a
vital role in avoiding this illusion. The employees should be told clearly what exactly
to do and the way in which an instruction is to be carried out. In this process certain
directions are to be given, certain feelings must be expressed and a certain amount
of interpersonal perceptions must be exchanged. In the words of Shobhana
Khandwala, "For this, management has to sell ideas, motivate the workers to work
with a will, and build up higher morale in the company. Communication, as an
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influence, process, plays a vital role here. It becomes, thus, a part of education,
propaganda, leadership and guidance function of the management".

6. Under an effective system of communication it is quite convenient for the employees
to express their grievances, and bring all their problems to the notice of the
management. Proper communications between the interested parties reduce the
point of friction and minimize those that inevitably arise. Hence by effective
communication, a group having 'skill' and 'will' to do is to be built up.

7.  Communication helps in securing the largest possible participation or consultation
in decision making, planning and general administration. This will give democratic
character to managerial process and strengthen the morale of the staff.

7.4 FUNCTIONS OF COMMUNICATION

Communication serves four major functions within an organization.

7.4.1 Control

Communication acts to control the employees' behaviour. Organizations have authority
hierarchies and formal guidelines that employees are required to follow. The control
mechanism can work only when the communication — oral and written, is effective.
Informal communication also controls behaviour.

7.4.2 Information

Communication is a vital necessity to an organization, just as the bloodstream is to the
person. It is essential that information must be communicated to the managers on the
basis of which the plans can be developed; these plans must be communicated to the
operating managers and employees.

7.4.3 Motivation

Communication fosters motivation by clarifying to employees what is to be done, how
well they are doing and what can be done to prove performance if it is unsatisfactory.
7.4.4 Emotional Expression

Communication provides a release for the emotional expression of feelings and for
fulfillment of social needs. Employees show their frustrations and feelings of satisfaction

through communication.
Check Your Progress

1. Define communication?

2. What is the importance of communication?

3. State the functions of communication?

7.5 COMMUNICATION STYLES

When people communicate, they differ not only in non-verbal behaviours and language
but in the degree to which they provide and seek information. Such differences constitute
various communication styles. A popular model for describing differences in
communication style is the Johari window developed by Joseph Luft and Harry Ingham.
The name Johari is derived from the first names of its developers. The Johari window is
a grid that describes tendencies for facilitating or hindering interpersonal communication.



The person knows The person does not
The person knows 1 o2
About him or herself Open Self Hidden Self
The person does not 3 4
Know about him or Blind Self Undiscovered Self
herself
Source: Joseph Luft, "The Johari Window", Human Relations Training News, Vol.5 no.1, 1961 Page|6 - 7.

Figure 7.1: The Johari Window

The model classifies an individual's tendencies to facilitate or hinder interpersonal
communication along two dimensions: exposure and feedback. Exposure is defined as
the extent to which an individual openly and candidly divulges feelings, experiences, and
information when trying to communicate. Feedback is the extent to which an individual
successfully elicits exposure from others. As shown in the figure above, these dimensions
translate into four "windows" — open self, hidden self, blind self and undiscovered self.

1.

Open Self: The open self is the arena information known to the person and to

others. A large arena results from behaviour that is high in both exposure and
feedback. There would generally be openness and compatibility and little reason to
be defensive. This type of interpersonal relationship would tend decrease
interpersonal conflict.

Hidden Self:In this situation the hidden information is known to the person but not

to others; it encompasses those things or feelings that we are aware of but don't
share with others for fear they will think less of us or possibly use the information
against us. Very large hidden knowledge can cause problems if the person expends
too much effort in keeping secrets or others if suspicious about the lack of disclosure.
There is potential interpersonal conflict in this situation because the person may
keep his or her true feelings or attitudes secret and will not open up to the others.

Blind Self: The blind self are information known to others but not to yourself. This

is the result of no one ever telling you or because you are defensively blocking
them out. The person may be unintentionally irritating to the other. The other could
tell the person but may be fearful of hurting the person's feelings. Such a configuration
is rarely total human resources. Furthermore, the person is likely to make many
blunders, reflecting insensitivity to others. As in the "hidden self", there is potential
interpersonal conflict in this situation.

Undiscovered SelfThe undiscovered self includes feelings, experience, and
information that neither you nor others are aware of. It arises from lack of
communication. A manager whose unknown area is very large tends to be an
autocratic leader, perceived as aloof. Employees may have trouble discerning what
this person wants. In other words, there is much misunderstanding and interpersonal
conflict and is almost sure to result.

The Johari window only points out possible interpersonal styles. It does not necessarily
describe but rather helps analyze possible interpersonal conflict situations. The National
Training Laboratory (NTL) recommends seven guidelines for providing feedback for
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potential for interpersonal conflict.

Guidelines for Effective Interpersonal Relations
Be descriptive rather than judgmental.
Be specific rather than general.
Deal with things that can be changed.
Give feedback when it is desired.

Consider the matives for giving and receiving feedback.

o g A~ W DN P

Give feedback at the time the behaviour takes place.

7.  Give feedback when its accuracy can be checked with others.

Source:- National Training Laboratories "Summer Reading Book", NTL Institute for Applied Behavioral Science, Bethel, Mairle, 1968.

/.6 THE COMMUNICATION PROCESS

Communication is important in building and sustaining human relationships at work. It
cannot be replaced by the advances in information technology and data management
that have taken place over the past several decades. Communication can be thought of
as a process or flow. Before communication can take place, a purpose, expressed as a
message to be conveyed is needed. It passes between the sender and the receiver. The
result is transference of meaning from one person to another.

The figure below depicts the communication process. This model is made up of seven
parts: (1) the communication source, (2) encoding, (3) the message, (4) the channel, (5)
decoding, (6) the receiver, and (7) feedback.

Source —» Encoding —» Message — Channel —¥» Decoding —¥ Receiving

Figure 7.2: The Communication Process Model.

7.6.1 Source

The source initiates a message. This is the origin of the communication and can be an
individual, group or inanimate object. The effectiveness of a communication depends to
a considerable degree on the characteristics of the source. Aristotle believed that
acceptance of the source's message could be increased by:-

e Pathos — Playing on the emotions of the receiver.
e Logos — Generating logical arguments or
e Ethos — Asking for message acceptance because the source is trustworthy.

The person who initiates the communication process is known as sender, source or

communicator. In an organization, the sender will be a person who has a need or desire
to send a message to others. The sender has some information which he wants to
communicate to some other person to achieve some purpose. By initiating the message,
the sender attempts to achieve understanding and change in the behaviour of the receiver.

7.6.2 Encoding

Once the source has decided what message to communicate, the content of the message
must be put in a form the receiver can understand. As the background for encoding



information, the sender uses his or her own frame of reference. It includes the individual's
view of the organization or situation as a function of personal education, interpersonal
relationships, attitudes, knowledge and experience.

Three conditions are necessary for successful encoding the message.

e  Skill: Successful communicating depends on the skill you posses. Without the requisite
skills, the message of the communicator will not reach the requisite skills; the message
of the communicator will not reach the receiver in the desired form. One's total
communicative success includes speaking, reading, listening and reasoning skills.

e  Attitudes: Our attitudes influence our behaviour. We hold predisposed ideas on a
number of topics and our communications are affected by these attitudes.

e Knowledge:We cannot communicate what we don't know. The amount of
knowledge the source holds about his or her subject will affect the message he or
she seeks to transfer.

7.6.3 The Message

The message is the actual physical product from the source encoding. The message
contains the thoughts and feelings that the communicator intends to evoke in the receiver.
The message has two primary components:-

e The Content:The thought or conceptual component of the message is contained
in the words, ideas, symbols and concepts chosen to relay the message.

e The Affect: The feeling or emotional component of the message is contained in the
intensity, force, demeanour (conduct or behaviour), and sometimes the gestures of
the communicator.

According to D.K Berlo - "when we speak, the speech is the message. When we write,
the writing is the message. When we paint, the picture is the message. When we gesture,
the movements of our arms, the expressions on our faces are the message".

7.6.4 The Channel

The actual means by which the message is transmitted to the receiver (Visual, auditory,
written or some combination of these three) is called the channel. The channel is the
medium through which the message travels. The channel is the observable carrier of the
message. Communication in which the sender's voice is used as the channel is called
oral communication. When the channel involves written language, the sender is using
written communication. The sender's choice of a channel conveys additional information
beyond that contained in the message itself. For example, documenting an employee's
poor performance in writing conveys that the manager has taken the problem seriously.

Channel Required Source of| Required Some Examples
Activity Receiver Activity
1.Auditory Speaking Listening Telegraph signals
Use of mechanical Radio
sending device Telephone conversations
2. Visual Action Observing Ship-to-shore visual signals.

Hand signals
Color emphasis
Flag waving

3.Written Composition Reading Reports
Company policy manuals
Books

Contd...
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4.Auditory-visual Speaking and action | Listening and Television, movies
combination observing Ballet
Students listening to a lecture|

5.Visual-written Action and Observing and Billboard advertising
combination composition reading Magazines
Newspapers

Transit advertising

6.Auditory-written | Speaking and Listing and Students following handouts
combination composition reading provided by the instructor

Source: Jerry L Gray and Frederick A Strake "Organizational Behavior - Concepts and Applications" Charles E Merrill Publishing
Company, Columbus (Third Edition) Page 307.

7.6.5 Decoding

Decoding means interpreting what the message means. The extent to which the decoding
by the receiver depends heavily on the individual characteristics of the sender and receiver.
The greater the similarity in the background or status factors of the communicators, the
greater the probability that a message will be perceived accurately. Most messages can
be decoded in more than one way. Receiving and decoding a message are a type of
perception. The decoding process is therefore subject to the perception biases.

7.6.6 The Receiver

The receiver is the object to whom the message is directed. Receiving the message
means one or more of the receiver's senses register the message - for example, hearing
the sound of a supplier's voice over the telephone or seeing the boss give a thumbs-up
signal. Like the sender, the receiver is subject to many influences that can affect the
understanding of the message. Most important, the receiver will perceive a communication
in a manner that is consistent with previous experiences. Communications that are not
consistent with expectations is likely to be rejected.

7.6.7 Feedback

The final link in the communication process is a feedback loop. Feedback, in effect, is
communication travelling in the opposite direction. If the sender pays attention to the
feedback and interprets it accurately, the feedback can help the sender learn whether
the original communication was decoded accurately. Without feedback, one-way
communication occurs between managers and their employees. Faced with differences
in their power, lack of time, and a desire to save face by not passing on negative information,
employees may be discouraged form providing the necessary feedback to their managers.

7.7 DIRECTIONS OF COMMUNICATION IN THE
ORGANIZATION

Within organizations, there are three directions in which communications flow: downward,
upward and laterally (horizontal).

7.7.1 Downward Communication

Downward communication involves a message travelling to one or more receivers at the
lower level in the hierarchy. The message frequently involves directions or performance
feedback. The downward flow of communication generally corresponds to the formal
organizational communications system, which is usually synonymous with the chain of
command or line of authority. This system has received a great deal of attention from
both managers and behavioural scientists since it is crucial to organizational functioning.
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7.7.2 Upward Communication

In upward communication, the message is directed toward a higher level in the hierarchy.
It is often takes the form of progress reports or information about successes and failures
of the individuals or work groups reporting to the receiver of the message. Sometimes
employees also send suggestions or complaints upward through the organization's
hierarchy.

The upward flow of communication involves two distinct manager-subordinate activities
in addition to feedback:

(a)
(b)

The participation by employees in formal organizational decisions.

Employee appeal is a result against formal organization decisions. The employee
appeal is a result of the industrial democracy concept that provides for two-way
communication in areas of disagreement.

Is Clear Communication Always Desirable?

Virtually all writing about communication exhorts people to be clear, precise, and suc
when they communicate. It is argued that that clarity, precision, and succinctness |4
communication effectiveness. But is this always so? Isn't it sometimes beneficial
necessary) to be vague in order to be effective?

Consider the manager who is faced with a personality dispute between two subord
who must work together. Each subordinate will undoubtedly give a somewhat diffe
version of the problem as well as some other comments about the other person
dispute. Does the manager communicate these comments? NO. Rather, the manager f4
resolution of the dispute without communicating certain remarks that each person

cinct
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have made about the other. In this way the problem may be resolved by focusing ¢n the

areas of agreement rather than the areas of conflict. The problem may thus be sol
leaving certain things unsaid rather than clarifying them.

Source: Jerry L. Gray and Frederick A. Starke "Organizational Behavior - Concepts and Applications” (third edition), C|
E. Merril Publishing Company, Columbus. (Page 315).
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Stimulating Upward Communication

Although most managers agree on the need for upward communication, it is often not
clear what actions can be taken to stimulate it. Given this situation, it is important to
develop ways to stimulate upward communication. Planty and Machaver give the
following suggestions.

Stimulating Upward Communication

Coverage must be systematic and baland&fhile spontaneous communication ig

often useful, efforts at stimulating upward communication must be planned, systematic,

and balanced. The planning requirement assures that communication is not |
chance, while the balance requirement attempts to prevent upward communig
originating from only a few sources. Many times only the most vocal organizatic
members are heard, whereas the less vocal may have important things to say g
In following these principles, management obtains information from a wider var
of sources, and communication is not limited to crisis situations. The old adagg
news is good news" does not hold for upward organizational communication.

The flow of communication must be directe@ommunication that is not directed tg
the proper receivers becomes rumour and finds its way through the organiz
according to who will listen. Proper directed communication, however, reaches t
individuals who are in a position to take action. Employees who are dissatisfieq
wish to communicate with management must be directed to the correct channel
these channels should be known to everyone.
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3. Listening must be sensitiviBecause of the fundamental nature of hierarchidal
systems, employees may be conditioned to tell management what they think
management wants to hear rather than what they actually feel. Complaints are|often
disguised in ways that prevent them from being obvious to the listener. Consequgntly,
management must attempt to respond not only to the spoken word, but to the mganing
of the words. To a large degree, the sensitivity of the manager determines the amount
and type of communication that is directed upward from subordinates.

4,  Listening must be objectivélpward communication will be selective and infrequent
if employees think their communications are not being perceived in an objegtive
fashion. It is easy for managers to show more interest in favorable communicgtion
than unfavorable or seek out those employees who will agree with them and ignore
those who do not. Objectivity in upward communication means that manageinent
must make a conscious effort to avoid these biases.

5. Listening implies actionCommunication is not an end in itself but a means to pn
end. While listening to employees is certainly important, unless some kind of agtion
is forthcoming, the listening function loses its value. In some cases, listening itself
can give the employee the impression that action will be taken, and management must
be cautious not to leave the impression that communication efforts guarantee rgsults.
If, for example, employees offer suggestions for work improvements that cannot be
implemented, they should be told why.

Source: Earl G Planty and William Machaver, "Stimulating Upward Communication,” in Effective Communication on the|Job
(American Management Association, 1956)

If properly utilized, upward communication is potentially one of the most useful managerial
practices. Upward communication keeps managers aware of how employees feel about
their jobs, co-workers and the organization in general. Managers also rely on upward
communication for ideas on how things can be improved.

7.7.3 Lateral Communication

When takes place among members of the same work group, among members of work
groups at the same level, among managers at the same level or among any horizontally
equivalent personnel, we describe it as lateral communications. In lateral communication,
the sender and receiver(s) are at the same level in the hierarchy. Formal communications
that travel laterally involve employees engaged in carrying out the same or related tasks.
The messages might concern advice, problem solving, or coordination of activities.

The direction of communication in organizations explained above is summarized in the
figure below.

Downward Communication
= Implementation of goals,

Upward strategies, objective
Communication = Job instructions and
= Problems and exception rationale
= Suggestions for = Procedures and practices
improvement = Performance feedback
= Performance reports = Indoctrination

= Grievance and disputes
* Financial and accounting
information

Lateral Communication
= Intradepartmental problem solving
= Interdepartmental coordination
= Staff advice to line departments
= Coordinate

Influence

Interpret

Source:Richard L Daft and Richard M Steers, "Organizations: A micro / macro approach".

Figure 7.3: Directions of Communication in Organization



7.8 COMMUNICATION NETWORKS

A communication network is the pattern of directions in which information flows in the

organization. Channels of communication (networks by which information flows) are
either formal networks or informal networks. Formal networks follow the authority chain

and are limited to task-related communications. The informal network (grapevine) is
free to move in any direction, skip authority levels, and is as likely to satisfy group
members' social needs as it is to facilitate task accomplishments.

The basic types of communication networks are shown in the figure below:
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Figure 7.4: Types of Communication Networks

7.8.1 Chain Network

In chain network, communication travels up and down through the hierarchy. Each person
communicates with only the person directly above or below in terms of reporting
relationships. The chain network rigidly follows the formal chain of command.

7.8.2 Y Network

In the Y network, the flow of communication resembles an upside down Y; information
flows upward and downward through the hierarchy, widening to encompass the number
of employees reporting to a supervisor.

7.8.3 Wheel Network

In a wheel network, information flows to and from a single person. Employees in the

group communicate primarily with that person rather than with each other. Such a
communication network is a fast means of getting information to employees, since the
person at the hub of the wheel can do so directly and efficiently. The wheel network
relies on the leader to act as the central conduit (channel) for the entire group's
communication.

The chain network, the Y network and the wheel network are fairly centralized in that
most messages must flow through a pivotal (essential, crucial) person in the network. In
the wheel network, the most centralized, all messages must flow through the individual
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more than one member of the network, but the individual in the centre of the chain still
tends to emerge as the controller of the messages. In the Y network, the member at the
fork of the "Y" usually becomes the central person in the network.

7.8.4 Circle Network

In a circle network, employees communicate only with adjoining members of the
organization. The circle network is analogous to a group working in a physical arrangement
such that workers can communicate with their immediate neighbour but not with others
in the group.

7.8.5 The All-Channel Network or the Star Network

In an all-channel network, communications flow upward, downward and laterally among
all members of the group. This pattern of communication supports an egalitarian, (equal,
unrestricted) participative culture and fosters (promote, cultivate) cross-functional efforts.
The all-channel network is best if you are concerned with having high member satisfaction.

The circle network and the all-channel network are more decentralized in that there is
freer communication among the various members. In the circle network, each member
can communicate with the individual on either side. The all-channel network is the most
decentralized of the networks; each member can communicate with any other member.

Check Your Progress 2

1. Explain the Johari window.

2. Explain the communication process.

3. Explain the direction of communication.

7.9 INFORMAL COMMUNICATION

Informal communication is communication outside the organization's formally authorized
channels. Informal communication includes all messages transmitted in the work setting
other than those that are generated specifically to fulfil work-related assignments. The
nature of such communication is nowhere described in the formal communication systems,
but the organization could not survive without it.

7.9.1 The Grapevine

The network for much informal communication is the organization's grapevine. Grapevines
develop in organizations to handle communications that the formal channels of
communication do not handle. It typically supplements or replaces the organizational
hierarchy as the means for transmitting communication. The grapevine serves as an
excellent source of information about employee attitudes as well as an emotional outlet
for workers. Thus, grapevine is likely to be strong during uncertain times and in organizations
that limit the low of information to employees through formal channels. Also, employees
may participate in a grapevine to help meet social needs.

The development of grapevines is inevitable. Although grapevines are neither good nor
bad in themselves, the messages they carry are subject to distortion as messages
transmitted from one human link to another become progressively more garbled (distorted:
confused). Their content is misinterpreted, abbreviated, embellished (overstated) and
selectively transmitted in terms of what the sender believes the receiver wants or needs
to know. Since the original message may be only partially true, it is not surprising that the



grapevine is sometimes referred to as a rumour mill. The information that travels through
a grapevine typically takes the form of gossip (belief about other people) and rumours
(efforts to predict future events).

The Grapevine has three main characteristics
(a) Itis not controlled by management.

(b) Itis perceived by most employees as being more believable and reliable than formal
communiqués issued by top management.

(c) Itis largely used to serve the self-interests of these people within it.

The network of a grapevine typically takes on one of the patterns shown in the figure

below:-
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® (each randomly tell others)

Single Strand (each tells one other)

Cluster (some tell selected others)

R
O —=x

Gossip (one tells all)

Source: Keith Davis and John W Newstrom, "Human Behavior at Work: Organizational Behaviour," 7th edition
(1985). Newyork: McGraw Hill (page 317)

Figure 7.5: Grapevine Patterns

(i) Single Strandin the single-strand chain, communication moves serially from person
A to B to C and so on.

(i) Gossip Chain:With gossip chain, person A seeks out and tells others.

Communication
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message randomly as do individuals F and D.

(iv) Cluster Chain:In cluster chain, person A tells three selected individuals and then
one of these tells three others.

Despite the fact that grapevines sometimes create difficulties when they carry gossip
and false rumours, they are a fact of life in organizations and it is unrealistic of managers
to think that they can eliminate grapevines.

7.9.2 The Old-Boy Network

The old-boy network is another network for informal communication. It is an exclusive
group that wields power through shared information. In an old-boy network, members
share information to help one another along in their careers. An old-boy network differs
from other kinds of informal alliances among groups of employees in that its members
have control over much of the organizations resources. Belonging to an old-boy network
can be advantageous to its members, but from an organization's perspective, an old-boy
network can be harmful. It limits some employees' access to information and prevents
the organization from readily tapping the potential of people outside the network.
Organizations that view their entire pool of employees as a source of competitive advantage
therefore seek to broaden employees' access to information. The more the organization's
goals, strategies, performance and staffing needs are communicated through formal
channels, and the more the organization listens to its employees, the less important are
informal channels such as old-boy networks.

7.10 NON-VERBAL COMMUNICATION

Non-verbal communication is communication by means of elements and behaviours that
are not coded into words. A glance, a star, a smile, a frown, a provocative body movement
- they all convey meaning. Nonverbal communication includes all elements of
communication, such as gestures and the use of space, that does not involve words or do
not involve language. Porter has defined four aspects of non-verbal communications:

1  Physical:pertaining to the personal method, i.e., facial expressions, tone of voice,
sense of touch, smell and body motion.

2. Esthetics:Creative expressions such as those found in music, dancing or any of
the creative arts.

3. Symbolic:Conveying messages through symbolic representations of reality; includes
religious, status or ego-building symbols.

4. Sign: mechanical means of conveying messages such as bills, buzzers, locks on
doors, etc.

The important categories of non-verbal communication include:-

7.10.1 Proxemics

Proxemics refers to the influence of proximity and space on communication. The study
of an individual's perception and use of space, including territorial space, is called
proxemics. Territorial space refers to bands of space extending outward from the body.
These bands constitute comfort zones. In each comfort zone, different cultures prefer
different types of interaction with others. Typically there are four zones of territorial
space.

(a) Intimate Zone:(touching to two feet)This space is normally reserved for closest
family and friends. In this zone, we interact with spouses, significant others, family
members and others with whom we have an intimate relationship.



(b) Personal Zone{two to four feet)Family and friends may enter this zone without Communication
causing discomfort. Friends typically interact with this distance.

(c) Social Zone (four to twelve feetl.he person comfortably interacts with others in
this zone. Most business transactions take place within the social zone. We prefer
that business associates and acquaintances interact with us in this zone.

(d) Public Zone (twelve feet to as far as the person can hear and gés$: is the
most distant zone at which communication can occur. Most of us prefer that
strangers stay at least 12 feet from us, and we become uncomfortable when they
move closer. Lectures and other formal presentations take place within this zone.

In general, a person who moves into a closer zone of personal space is signalling a desire
for greater closeness. When the receiver of this non-verbal message interprets it as a
request for more closeness than is desirable, the receiver probably will feel uncomfortable
and try to move away. Territorial space varies greatly across cultures. People often
become uncomfortable when operating in territorial space different from those in which
they are familiar.

7.10.2 Kinesics

Kinesics is the study of body movements, including posture. Like proxemics, kinesics is
culturally bound; there is no single universal gesture. Kinesics behaviour refers to body
movements, such as gestures, facial expressions, eye movements and posture. We often
draw conclusions regarding people's feelings about an issue, not only from their words
but also from their non-verbal behaviour, such as their facial expressions.

(a) Facial Expressions:The face is a rich source of nonverbal communication. The
face often gives unintended clues to emotions the sender is trying to hide. Although
smiles have universal meaning, frowns, raised eyebrows, and wrinkled foreheads
must all be interpreted in conjunction with the actors, the situation and the culture.

(b) Eye Behaviour:Eye behaviour are used to add cues for the receiver. Eye contact
can enhance reflective listening, and it varies by culture. In India, a direct gaze
indicates honesty and forthrightness. Appropriate use of eye contact signals interest
in the other person.

(c) GesturesSome people use gestures extensively; others communicate little through
this channel. In India, the handshake is a widely used gesture. People often use the
handshake as a source of information about another person's characteristics. A
strong, firm handshake is seen as a sign of confidence and enthusiasm.

7.10.3 Paralanguage

Paralanguage refers to vocal aspects of communication that relate to how something is
said rather than to what is said. Voice quality, tone of voice, laughing, and yawning fit in
this category. People make attributions about the sender by deciphering (make sense of;
interpret or decode) paralanguage cues. Rapid, loud speech may be taken as a sign of
nervousness or anger. Vocal tone includes pitch, loudness, rhythm, rate, and clarity of
speech. The standards for what is comfortable vary from one culture to another.

7.10.4 Object Language

Object language refers to the communicative use of material things, including clothing,
cosmetics, furniture and architecture. A work area adorned with expensive objects
communicate high status.

7.10.5 Territory

Employees' work areas are, in a sense, their territory. The way people arrange themselves

and others within their territory also conveys messages. In a meeting or training session, 135
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passive behaviour. Arranging chairs in a circle signals that active participation is
encouraged. When interviewing or meeting with someone in his or her office, a manager
sends different messages depending on whether the manager remains behind the desk
or joins the other person in comfortable chairs on the same side of the desk.

7.10.6 Physical Appearance

Aspects of personal appearance such as clothing, hairstyle, jewellery and makeup
communicate people's values and social group. In the workplace, the norms for appropriate
physical appearance depend on the industry, job, and organizational culture. People who
fail to live up to these norms typically create a bad impression. Their physical appearance
is interpreted as meaning they either do not understand their role or do not care about
fulfilling it.

It is important for the receiver to be alert to these nonverbal aspects of communication.
You should look for nonverbal cues as well as listen to the literal meaning of a sender's
words. You should particularly be aware of contradictions between the messages.
Nonverbal communication is important for managers because of its impact on the meaning
of the message. However, a manager must consider the total message and all media of
communication. A message can only be given meaning in context, and cues are easy to
misinterpret. The figure below presents common nonverbal behaviour exhibited by
managers and how employees may interpret them. Nonverbal cues can give others the
wrong signal.

NONVERBAL SIGNAL REACTION FROM RECEIVER
COMMUNICATION RECEIVED

Manager looks away when talking tp Divided attention | My supervisor is too busy to listen to
the employee my problem or simply does not care.
Manager fails to acknowledge Unfriendliness. This person is unapproachable.

greeting from fellow employee.

Manager glares ominously (i.e., Anger. Reciprocal anger, fear, or avoidance,
gives the evil eye). depending on who is sending the sighal
in the organization.

Manager rolls the eyes. Not taking person | This person thinks he or she is smarter
seriously or better than | am.

Manager sighs deeply. Disgust or My opinions do not count. | must be
displeasure. stupid or boring to this person.

Manager uses heavy breathing Anger or heavy Avoid this person at all costs.

(sometimes accompanied by hand | stress.

waving)

Manager does not maintain eye Suspicion or What does this person have to hide?

contact when communicating. uncertainty.

Manager crosses arms and leans | Apathy or closed- | This person already has made up his|or

away. mindedness. her mind; my opinions are not

important.
Scepticism or

Manager peers over glasses. distrust. He or she does not believe what | am
saying.

Manager continues to read a report Lack of interest. My opinions are not important enough

when employee is speaking. to get the supervisor’s undivided
attention.

Source:C. Hemilton and B.H. Kieiner, "Steps to Better Listening," Personnel Journal (February 1987).

Figure 7.6: Common Nonverbal Cues from Manager to Employee



7.11 BARRIERS TO EFFECTIVE COMMUNICATION Communication

Barriers to communication are factors that block or significantly distort successful
communication. Effective managerial communication skills helps overcome some, but
not all, barriers to communication in organizations. The more prominent barriers to effective
communication which every manager should be aware of is given below:

7.11.1 Filtering

Filtering refers to a sender manipulating information so it will be seen more favourably
by the receiver. The major determinant of filtering is the number of levels in an
organization's structure. The more vertical levels in the organization's hierarchy, the
more opportunities for filtering. Sometimes the information is filtered by the sender himself.

If the sender is hiding some meaning and disclosing in such a fashion as appealing to the
receiver, then he is "filtering" the message deliberately. A manager in the process of
altering communication in his favour is attempting to filter the information.

7.11.2 Selective Perception

Selective perception means seeing what one wants to see. The receiver, in the
communication process, generally resorts to selective perception i.e., he selectively
perceives the message based on the organizational requirements, the needs and
characteristics, background of the employees etc. Perceptual distortion is one of the
distressing barriers to the effective communication. People interpret what they see and
call it a reality. In our regular activities, we tend to see those things that please us and to
reject or ignore unpleasant things. Selective perception allows us to keep out dissonance
(the existence of conflicting elements in our perceptual set) at a tolerable level. If we
encounter something that does not fit out current image of reality, we structure the
situation to minimize our dissonance. Thus, we manage to overlook many stimuli from
the environment that do not fit into out current perception of the world. This process has
significant implications for managerial activities. For example, the employment interviewer
who expects a female job applicant to put her family ahead of her career is likely to see
that in female applicants, regardless of whether the applicants feel that way or not.

7.11.3 Emotions

How the receiver feels at the time of receipt of information influences effectively how
he interprets the information. For example, if the receiver feels that the communicator is
in a jovial mood, he interprets that the information being sent by the communicator to be
good and interesting. Extreme emotions and jubilation or depression are quite likely to
hinder the effectiveness of communication. A person's ability to encode a message can
become impaired when the person is feeling strong emotions. For example, when you
are angry, it is harder to consider the other person's viewpoint and to choose words
carefully. The angrier you are, the harder this task becomes. Extreme emotions - such
as jubilation or depression - are most likely to hinder effective communication. In such
instances, we are most prone to disregard our rational and objective thinking processes
and substitute emotional judgments.

7.11.4 Language

Communicated message must be understandable to the receiver. Words mean different

things to different people. Language reflects not only the personality of the individual but

also the culture of society in which the individual is living. In organizations, people from

different regions, different backgrounds, and speak different languages. People will have

different academic backgrounds, different intellectual facilities, and hence the jargon

they use varies. Often, communication gap arises because the language the sender is

using may be incomprehensible, vague and indigestible. Language is a central elementin 137
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Words mean different things to different people. Age, education and cultural background
are three of the more obvious variables that influence the language a person uses and
the definitions he or she gives to words. Therefore, use simple, direct, declarative language.
Speak in brief sentences and use terms or words you have heard from you audience. As
much as possible, speak in the language of the listener. Do not use jargon or technical
language except with those who clearly understand it.

7.11.5 Stereotyping

Stereotyping is the application of selective perception. When we have preconceived
ideas about other people and refuse to discriminate between individual behaviours, we
are applying selective perception to our relationship with other people. Stereotyping is a
barrier to communications because those who stereotype others use selective perception
in their communication and tend to hear only those things that confirm their stereotyped
images. Consequently, stereotypes become more deeply ingrained as we find more
"evidence" to confirm our original opinion.

Stereotyping has a convenience function in our interpersonal relations. Since people are
all different, ideally we should react and interact with each person differently. To do this,
however, requires considerable psychological effort. It is much easier to categorize
(stereotype) people so that we can interact with them as members of a particular category.
Since the number of categories is small, we end up treating many people the same even
though they are quite different. Our communications, then, may be directed at an individual
as a member of a category at the sacrifice of the more effective communication on a
personal level.

7.11.6 Status Difference

The organizational hierarchy pose another barrier to communication within organization,
especially when the communication is between employee and manager. This is so because
the employee is dependent on the manager as the primary link to the organization and
hence more likely to distort upward communication than either horizontal or downward
communication. Effective supervisory skills make the supervisor more approachable
and help reduce the risk of problems related to status differences. In addition, when
employees feel secure, they are more likely to be straightforward in upward
communication.

7.11.7 Use of Conflicting Signals

A sender is using conflicting signals when he or she sends inconsistent messages. A
vertical message might conflict with a nonverbal one. For example, if a manager says to
his employees, "If you have a problem, just come to me. My door is always open", but he
looks annoyed whenever an employee knocks on his door". Then we say the manager is
sending conflicting messages. When signals conflict, the receivers of the message have
to decide which, if any, to believe.

7.11.8 Reluctance to Communicate

For a variety of reasons, managers are sometimes reluctant to transmit messages. The
reasons could be:-

e  They may doubt their ability to do so.
e They may dislike or be weary of writing or talking to others.

e They may hesitate to deliver bad news because they do not want to face a negative
reaction.



When someone gives in to these feelings, they become a barrier to effective Communication
communications.

7.11.9 Projection
Projection has two meanings.

(a) Projecting one's own motives into others behaviour. For example, managers who
are motivated by money may assume their subordinates are also motivated by it. If
the subordinate's prime motive is something other than money, serious problems
may arise.

(b) The use of defense mechanism to avoid placing blame on oneself. As a defense
mechanism, the projection phenomenon operates to protect the ego from unpleasant
communications. Frequently, individuals who have a particular fault will see the
same fault in others, making their own fault seem not so serious.

7.11.10 The "Halo Effect"

The term "halo effect" refers to the process of forming opinions based on one element
from a group of elements and generalizing that perception to all other elements. For
example, in an organization, a good attendance record may cause positive judgements
about productivity, attitude, or quality of work. In performance evaluation system, the
halo effect refers to the practice of singling out one trait of an employee (either good or
bad) and using this as a basis for judgement of the total employee (e.qg., seeing the well-
dressed manager as the "good" manager).

7.12 KEYS TO EFFECTIVE SUPERVISORY
COMMUNICATION

Managers can and should improve communication in organizations. Interpersonal
communication between managers and their employees is a critical foundation for effective
performance in organizations. In his research work F. M Jablin has identified five
communication skills that distinguish "good" from "bad" supervisors.

7.12.1 Expressive Speakers

Better supervisors express their thoughts, ideas and feelings. Supervisors who speak out
let the people they work with know where they stand, what they believe and how they feel.

EFFECTIVELISTENING

Too many people take listening skills for granted. They confuse hearing with listeqing.
What's the difference? Hearing is merely picking up sound vibrations. Listening is mgking
sense out of what we hear. That is, listening requires paying attention, interpretind, and
remembering sound stimuli.

The average person normally speaks at the rate of 125 to 200 words per minute. Hoever,
the average listener can comprehend up to 400 words per minute. This leaves a lot ¢f time
for idle mind wandering while listening. For most people, it also means they've acquifed a

number of bad listening habits to fill in the "idle time".

The following eight behaviors are associated with effective listening skills. If you want to
improve your listening skills, look to these behaviors as guides:

1.  Make eye contacHow do you feel when somebody doesn't look at you when youi're
speaking? If you're like most people, you're likely to interpret this as aloofnegs or
disinterest. We may listen with our ears, but others tend to judge whether we're feally
listening by looking at our eyes.

Contd... 139
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2. Exhibit affirmative head nods and appropriate facial expressidhs. effective
listener shows interest in what is being said. How? Through nonverbal sig
Affirmative head nods and appropriate facial expressions, when added to goo
contact, convey to the speaker you're listening.

3. Avoid distracting actions or gestureghe other side of showing interest is avoidin
actions that suggest your mind is somewhere else. When listening, don't look a
watch, shuffle papers, play with your pencil, or engage in similar distractions. T
make the speaker feel you're bored or uninterested. Maybe more importantly,
indicate you aren't fully attentive and may be missing part of the message the sp
wants to convey.

4.  Ask Questionghe critical listener analyzes what he or she hears and asks ques

you're listening.

5. Paraphrase.Paraphrasing means restating what the speaker has said in your
words. The effective listener uses phrases like "what | hear you saying is ..." o
you mean ...?" Why rephrase what's already been said? Two reasons! First,
excellent control device to check on whether you're listening carefully. You ©
paraphrase accurately if your mind is wandering or if you're thinking about W
you're going to say next. Second, it's a control for accuracy. By rephrasing wha
speaker has said in your own words and feeding it back to the speaker, you veri
accuracy of your understanding.

6.  Avoid interrupting the speakdret the speaker complete his or her thought befd
you try to respond. Don't try to second-guess where the speaker's though
going. When the speaker is finished, you'll know it!

7.  Don't over talk.Most of us would rather speak our own ideas than listen to w
someone else says. Too many of us listen only because it's the price we have
to get people to let us talk. While talking may be more fun and silence ma
uncomfortable, you can't talk and listen at the same time. The good listener recog
this fact and doesn't over talk.

8. Make smooth transitions between the roles of speaker and list¢hen you're a
student sitting in a lecture hall, you find it relatively easy to get into an effec
listening frame of mind. Why? Because communication is essentially one way:
teacher talks and you listen. But the teacher-student dyad is atypical. In most
situations, you're continually shifting back and forth between the roles of spe
and listener. The effective listener, therefore, makes transitions smoothly from sp
to listener and back to speaker. From a listening perspective, this means concen
on what a speaker has to say and practicing not thinking about what you're go
say as soon as you get your chance.

Source: Stephen P Robbins "Organizational Behavior - concepts, controversies, applications" (7th edition. (1996) P
Hall, Englewood Cliffs Page -388-389.
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7.12.2 Empathetic Listeners

The better supervisors are willing, empathetic listeners. Empathetic listeners are able to
hear the feelings and emotional dimensions of the messages people send them, as well
as the content of the ideas and issues. Better supervisors are approachable and willing to

listen to suggestions and complaints.

Are You a Good Listener?

Reflective listening is a skill that you can practice and learn. Here are ten tips to hel
become a better listener.

1.  Stop talking. You cannot listen if your mouth is moving.

b you

Contd...



2. Put the speaker at ease. Break the ice to help the speaker relax. Smile!

w

Show the speaker you want to listen. Put away your work. Do not look at your watch.
Maintain good eye contact.

Remove distractions. Close your door. Do not answer the telephone.
Empathize with the speaker. Put yourself in the speaker's shoes.

Be patient. Not everyone delivers messages at the same pace.

Hold your temper. Do not fly off the handle.

Go easy on criticism. Criticizing the speaker can stifle communication.

© oo N o o M

Ask questions. Paraphrase and clarify the speaker's message.

10. Stop talking. By this stage, you are probably very tempted to start talking, but d¢ not.
Be sure the speaker has finished.

Think of the last time you had a difficult communication with someone at work or school.
Evaluate yourself in that situation against each of the ten items. Which one(s) do yoy need
to improve on the most?

Source: C. Hamilton and B.H Kleiner "Steps to Better Listening" Personnel Journal February 1987.

7.12.3 Persuasive Leaders

Better supervisors are persuasive leaders. They are distinguished by their use of persuasive
communication when influencing others. Specifically, they encourage others to achieve
results instead of telling others what to do. They are not highly directive or manipulative

in their influence attempts.

7.12.4 Sensitive to Feelings

Better supervisors are also sensitive to the feelings, self-image and psychological defences
of their employees. Care is taken to avoid giving critical feedback or reprimanding in
public. They work to enhance that self-esteem as appropriate to the person's real talents,
abilities and achievements.

7.12.5 Informative Managers

Finally, better supervisors keep those who work for them well informed. They give
advance notice of organizational changes and explain the rationale for organizational

policies.
Check Your Progress 3

Explain the different grapevine patterns.

What do you mean by the old boys network?

Explain the various categories of hon-verbal communications.

P wbdPE

What suggestions do you give to supervisors to improve their communication?

7.13 HOW COMMUNICATION LEADS GLOBALLY?

Improved communication might be considered a supportive reason for opening up new
markets overseas, because the reason for opening up new markets overseas, because

Communication
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confidence in their ability to control foreign operations if they should undertake them.

e  Good, relatively inexpensive international communication enables international firms
to transmit computer-oriented tasks worldwide to a cheap but skilled labour force
abroad.

e  Shortertravelling time has also been responsible for numerous business opportunities
because foreign businessmen have come to the home country to look for new
products to import or to buy new technology.

/.14 LET US SUM UP

Whenever a group of people interact, communication takes place. Communication is the
exchange of information using a shared set of symbols. Communication is a critical part of
every manager's job. Without effective communication, even the most brilliant strategies
and the best-laid plans may not be successful. Communication is an indispensable activity
in all organizations. No organization can think of its existence without effective
communication. When people communicate, they differ not only in nonverbal behaviours
and language but in the degree to which they provide and seek information. Such differences
constitute various communication styles. A popular model for describing differences in
communication style is the Johari window. Within organizations, there are three directions
in which communications flow: downward, upward and laterally. The network for much
informal communication is the organization's grapevine. Grapevines develop in organizations
to handle communications that the formal channels of communication do not handle. It
typically supplements or replaces the organizational hierarchy as the means for transmitting
communication. Barriers to communication are factors that block or significantly distort
successful communication. Effective managerial communication skills helps overcome some,
but not all, barriers to communication in organizations.

7.15 LESSON END ACTIVITY

What, according to you, can be the ways to be followed in a workforce having diversity?

/.16 KEYWORDS

Communication
Johari window
grapevine patterns

old boys network

7.17 QUESTIONS FOR DISCUSSION

=

Define Communication. Why has communication assumed importance in modern
industrial organizations?

"Communication is sharing of understanding”. Comment.
What are the elements of communication? Explain the process of communication.

Bring out clearly the importance of communication.

o~ 0D

Explain the various types of communication. Discuss the comparative advantages
of oral and written communications.

6. Bring out clearly the characteristics of a good communication system.



7. Describe the steps in the communication process. Communication

8. Name and describe briefly the five different patterns of communication networks
within an organization.

9. What are the five communication skills of effective supervisors?
10. What is kinesics? Why is it important?

11. Explain the term 'Grapevine' as a channel of communication. What are its benefits
to the management?

12. Explain the principal barriers to communication and suggest measures for removing
them.

13. How does perception affect the communication process?
14. Contrast encoding and decoding?
15. Describe the communication process and identify its key components.

16. What is the main function of "effective listening"? What are the common
organizational situations in which this technique might be useful?

17. What function does feedback serve in the communication process?

18. What conditions stimulate the emergence of rumours?
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Case Suggestion Box

Diana was sitting in the office of her dentist. She had to wait for at least 30 minutes

fore

her turn came. To pass the time she picked up a magazine. In the magazine she foungl a very
good article entitled "where good ideas really come from". The major theme of the afticle
was that the best ideas for improvement were most likely to come from the rank-ang-file
employees and not managers. The article went on to describe the various ways of getting

these ideas flowing upward so they could be used to improve the organization.

The article, proposed that special "suggestion boxes" be placed in strategic places around

the organization with blank forms for employees to fill out describing their ideas
improvement.

Diana, the Managing Director of Diatech Ltd., held discussions with several of her s¢
managers. It was agreed to implement the programme. Several special designhed box
placed in various areas around the company and employees were requested through @
about the implementation of the suggestion scheme.

Diana anxiously awaited the first batch of suggestions. After the first week, the pers
manager brought them in. There were three "suggestions".

®  One suggestion was that the suggestion box be scrapped.

® The second suggestion was for Diana requesting her to get married.

® The third suggestion was not to waste time thinking about stupid suggestiong.

Questions
1.  Why has the "suggestion box" system not worked?

2. Suggest an alternative method by which the "suggestion box" system cou
implemented.

for

pnior
ps were
irculars

bnnel

d be




UNIT-II



LESSON

38
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8.0 AIMS AND OBJECTIVES

The purpose of this lesson is to discuss about the process of controlling in an organisation.
After studying this lesson you will be able to:

(i) understand the meaning and characteristics of management control
(i) identify the steps involved in control process

(if) describe requirements of control

8.1 INTRODUCTION

Controlling is an important function of management. It is the process that measures
current performance and guides it towards some predetermined objectives. Under primitive
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of control was to reprimand the person responsible for these events and take action
against him. The modern concept of control envisages a system that not only provides a
historical record of what has happened to the business as a whole but also pinpoints the
reasons why it has happened and provides data that enable the manager to take corrective
steps, if he finds he is on the wrong track. Therefore, there is no intention to punish the
person for wrongdoing, but to find out the deviations between the actual performance
and the standard performance and to take steps to prevent such variances in future.

The concept of control is often confused with lack of freedom. The opposite of control
is not freedom but chaos or anarchy. Control is fully consistent with freedom. In fact,
they are inter-dependent. Without control, freedom cannot be sustained for long. Without
freedom, control becomes ineffective. Both freedom and accountability are embedded
in the concept of control.

8.2 DEFINITIONS OF CONTROL

Control is the process through which managers assure that actual activities conform to
planned activities. According to Breach - "Control is checking current performance against
predetermined standards contained in the plans, with a view to ensuring adequate progress
and satisfactory performance."

According to George R Terry - "Controlling is determining what is being accomplished
i.e., evaluating the performance and if necessary, applying corrective measures so that
the performance takes place according to plans."

According to Billy E Goetz - "Management ¢ seeks to compel events to conform
plans".

According to Robert N Anthony - "Management control is the process by which managers
assure that resources are obtained and used effectively and efficiently."

In the words of Koontz and O'Donnell - "Managerial control implies measurement of
accomplishment against the standard and the correction of deviations to assure attainment
of objectives according to plans."

In the words of Haynes and Massie - "Fundamentally, control is any process that guides
activity towards some predetermined goal. The essence of the concept is in determining
whether the activity is achieving the desired results”.

In the words of J. L. Massie - "Control is the process that measures current performance
and guides it towards some predetermined goals."

In the words of Henry Fayol - "Control consists in verifying whether everything occurs
in conformity with the plan adopted, the instructions issued and the principles established.
Its object is to find out the weakness and errors in order to rectify them and prevent
recurrence. It operates on everything, i.e., things, people and actions".

From the above definitions it is clear that the managerial function of control consists in a
comparison of the actual performance with the planned performance with the object of
discovering whether all is going on well according to plans and if not why. Remedial
action arising from a study of deviations of the actual performance with the standard or
planned performance will serve to correct the plans and make suitable changes. Controlling
is the nature of follow-up to the other three fundamental functions of management.
There can, in fact, be not controlling without previous planning, organising and directing.
Controlling cannot take place in a vacuum.



8.3 CHARACTERISTICS OF CONTROL The Process of Controling

Managerial control has certain characteristic feature. They are:

1. Control is the function of every manager. Managers at all levels have to perform
this function to contribute to the achievement of organisational objectives.

2. Control leads to appraisal of past activities. The deviations in the past are revealed
by the control process. Corrective actions can be initiated accordingly.

3. Control is linked with future, as past cannot be controlled. It should anticipate
possible deviations and to think of corrective action for the control of such deviations
in the future. It is usually preventive as presence of control system tends to minimise
wastages, losses and deviations from standards.

4. Control is concerned with setting standards, measurement of actual performance,
comparison of actual performance with predetermined standards and bringing to
light the variations between the actual performance and the standard performance.

5. Control implies taking corrective measures. The object in checking the variations
or deviations is to rectify them and prevent their recurrence. It is only action which
adjusts performance to predetermined standards whenever deviations occur.

6. Control can be exercised only with reference to and or the basis of plans. To quote
Mary Cushing Niles - "Whereas planning sets the course, control observes deviations
from the course or to an appropriately changed one".

7. Tosome people, control is opposite of freedom. This is not true. Control is based on
facts and figures. Its purpose is to achieve and maintain acceptable productivity
from all resources of an enterprise. Therefore, control aims at results and not at
persons. It is for correcting a situation, and not for reprimanding persons.

8. Information or feedback is the guide to control. The feedback is helpful to the
manager to determine how far the operations are proceeding in conformity with
plans and standards, and where remedial action is called for.

9. Control involves continuous review of standards of performance and results in
corrective action which may lead to change in the performance of other functions
of management. This makes control a dynamic and flexible process.

10. Controlis a continuous activity. It involves constant analysis of validity of standards,
policies, procedures etc.

8.4 STEPS IN CONTROL PROCESS

There are three basic steps in a control process:
e Establishing standards.
e Measuring and comparing actual results against standards.

e Taking corrective action.

8.4.1 Establishing Standards

The first step in the control process is to establish standards against which results can be
measured. The standards the managers desire to obtain in each key area should be
defined as far as possible in quantitative terms. Standards expressed in general terms
should be avoided. Standards need to be flexible in order to adapt to changing conditions.
The standard should emphasis the achievement of results more than the conformity to
rules and methods. If they do not do so, then people will start giving more importance to
rules and methods than to the final results.

149
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(@) The standards must be clear and intelligible. If the standards are clear and are understood
by the persons concerned, they themselves will be able to check their performance.

(b) Standards should be accurate, precise, acceptable and workable.

(c) Standards are used as the criteria or benchmarks by which performance is measured
in the control process. It should not be either too high or too low. They should be
realistic and attainable.

(d) Standards should be flexible i.e., capable of being changed when the circumstances
require so.

8.4.2 Measuring and Comparing actual Results against Standards

The second step in the control process is to measure the performance and compare it with
the predetermined standards. Measurement of performance can be done by personal
observation, by reports, charts and statements. If the control system is well organised,
quick comparison of these with the standard figure is quite possible. This will reveal variations.

After the measurement of the actual performance, the actual performance should be
compared with the standards fixed quickly. A quick comparison of actual performance
with the standard performance is possible, if the control system is well organised. While
comparing the actual performance with the standards fixed, the manager has to find out
not only the extent of variations but also the causes of variations. This is necessary,
because some of the variations may be unimportant, while others may be important and
need immediate corrective action by the manager.

8.4.3 Taking Corrective Action

After comparing the actual performance with the prescribed standards and finding the
deviations, the next step that should be taken by the manager is to correct these deviations.
Corrective action should be taken without wasting of time so that the normal position can
be restored quickly. The manager should also determine the correct cause for deviation.

Taking corrective action can be achieved in the following way:

(a) The manager should try to influence environmental conditions and external situations
in such a way as to facilitate the achievement of goals.

(b) He should review with his subordinates the instructions given earlier so that he
may be able to give clear, complete and reasonable instructions in future.

(c) There are many external forces which cannot be adjusted by the manager. They
have to be accepted as the facts of the situation, and the executives should revise
their plans in the light of these changing forces.

Check Your Progress

1. Define control.
2.  What are the characteristics of the control process?
3. Explain the steps in the control process.

8.5 TYPES OF CONTROL

Most control methods can be grouped into one of the two basic types:
e  Future-oriented controls and

™ Past-oriented controls.



8.5.1 Past-oriented Controls The Process of Controlling

These are also known as post-action controls and measure results after the process.
They examine what has happened in a particular period in the past. These controls can
be used to plan future behaviour in the light of past errors or successes.

8.5.2 Future-oriented Controls

These are also known as steering controls or feed-forward controls and are designed to
measure results during the process so that action can be taken before the job is done or
the period is over. They serve as warning-posts principally to direct attention rather than
to evaluate e.g.: Cash flow analysis, funds flow analysis, network planning etc.

8.6 ESSENTIALS OF EFFECTIVE CONTROL SYSTEMS

1. Suitable: The control system should be appropriate to the nature and needs of the
activity. A large firm calls for controls different from those needed for a small firm.
In other words, control should be tailored to fit the needs of the organisation. The
flow of information concerning current performance should correspond with the
organizational structure employed. If a superior is to be able to control overall
operations, he must find a pattern that will provide control for individual parts.
Budgets, quotas and other techniques may be useful in controlling separate
departments.

2. Timely and Forward Looking:The control system should be such as to enable
the subordinates to inform their superiors expeditiously about the threatened
deviations and failures. The feedback system should be as short and quick as
possible. If the control reports are not directed at future, they are of no use as they
will not be able to suggest the types of measures to be taken to rectify the past
deviations. A proper system of control should enable the manager concerned to
think of and plan for future also.

3. Objective and Comprehensiv&he control system should be both, objective and
understandable. Objective controls specify the expected results in clear and definite
terms and leave little room for argument by the employees. This is hecessary both
for the smooth working and the effectiveness of the system.

4. Flexible: The control system should be flexible so that it can be adjusted to suit the
needs of any change in the environment. A sound control system will remain
workable even when the plans change or fail outright. It must be responsive to
changing conditions. It should be adaptable to new developments including the
failure of the control system itself. Plans may call for an automatic system to be
backed up by a human system that would operate in an emergency.

5.  Economical:Economy is another requirement of every control. The benefit derived
from a control system should be more than the cost involved in implementing it. A
small company cannot afford the elaborate control system used by a large company.
A control system is justifiable if the savings anticipated from it exceed the expected
costs in its working.

6. Acceptable to Organisation Member§:he system should be acceptable to
organisation members. When standards are set unilaterally by upper level managers,
there is a danger that employees will regard those standards as unreasonable or
unrealistic.

7. Motivate People to High Performancé control system is most effective when
it motivates people to high performance. Since most people respond to a challenge,
successfully meeting to tough standard may well provide a greater sense of
accomplishment than meeting an easy standard. However, if a target is so tough that it

seems impossible to meet, it will be more likely to discourage than to motivate effort. 151
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10.

11.

12.

Corrective Action:Merely pointing of deviations is not sufficient in a good control
system. It must lead to corrective action to be taken to check deviations from
standard through appropriate planning, organizing and directing. In the words of
Koontz and O'Donnell, "An adequate control system should disclose where failure
is occurring, who is responsible for them and what should be done about them." A
control system will be of little use unless it can generate the solution to the problem
responsible for deviation from standards.

Reflection of Organisation PatternOrganization is not merely a structure of duties
and function, itis also an important vehicle of control. In enforcing control the efficiency
and the effectiveness of the organisation must be clearly brought out.

Human Factor: A good system of control should find the persons accountable for
results, whenever large deviations take place. They must be guided and directed if
necessary.

Direct Control: Any control system should be designed to maintain direct contact
between the controller and controlled. Even when there are a number of control
systems provided by staff specialists, the foreman at the first level is still important
because he has direct knowledge of performance.

Focus on Strategic PointsA good system of control not only points out the
deviations or exceptions but also pinpoints them where they are important or strategic
to his operations.

8.7 SCOPE OF CONTROL

The scope of control is very wide. A well designed plan of control (or control system)
covers almost all management activities. According to Holden, Fish and Smith, the main
areas of control are as follows:

1.

Control over policiesThe success of any business organisation to a large extent,
depends upon, how far its policies are implemented. Hence the need of control
over policies is self-evident. In many enterprises, policies are controlled through
policy manuals.

Control over organisationControl over organisation is accomplished through the
development of organisation chart and organisation manual. Organisation manual
attempts at solving organisational problems and conflicts making long-range
organisation planning possible, enabling rationalisation of organisation structure,
helping in proper designing of organisation and department.

Control over personnelThe statement that ‘Management is getting the work
done through people’ underlines sufficiently the importance of control of personnel.
All employees working at different levels must perform their assigned duties well
and direct their efforts in controlling their behaviour. Personal Director or Personnel
Manager prepares control plan for having control over personnel.

Control over wages and salarieSSuch type of control is done by having
programme of job evaluation and wage and salary analysis. This work is done
either by personnel department or industrial engineering department. Often a wage
and salary committee is constituted to help these departments in the task of controlling
wages and salaries.

Control over costsCost control is exercised by the cost accountant, by setting
cost standards for material, labour and overheads and making comparison of actual
cost data with standard cost. Cost control is supplemented by budgetary control
systems.

Control over methodsControl over methods is accomplished by conducting
periodic analysis of activities of each department. The functions performed, methods



adopted and time devoted by every employee is studied with a view to eliminatghe Process of Controlling
non-essential motions, functions and methods.

7. Control over capital expendituredt is exercised through a system of evaluation
of projects, ranking of projects in terms of their rank power and appropriate capital
to various projects. A capital budget is prepared for the whole firm. A capital
budgeting committee reviews the project proposes and approves the projects of
advantages to the firm. Capital budgeting, project analysis, break-even analysis,
study of cost of capital, etc. are some popular techniques of control over capital
expenditure.

8. Control over research and developmerBuch activities are highly technical in
nature so no direct control is possible over them. By improving the ability and
judgement of research staff through training programmes and other devices, an
indirect control is exercised on them. Control is also exercised by having a research
on the business.

9. Control over external relationsPublic relations department is responsible for
controlling the external relations of the enterprise. It may prescribe certain measures
for other operating departments which are instrumental in improving external
relations.

10. Overall control: It is effected through budgetary control. Master plan is prepared
for overall control and all the departments are made involved in this procedure. For
effective control through the master plan, active support of the top management is
essential.

8.8 LET US SUM UP

Controlling is an important function of management. It is the process that measures
current performance and guides it towards some predetermined objectives. Control is
fully consistent with freedom. In fact, they are inter-dependent. Without control, freedom
cannot be sustained for long. The control system should be appropriate to the nature and
needs of the activity. A large firm calls for controls different from those needed for a
small firm. This chapter provided insight into nature, scope and process of control. The
various types of control and their importance are also highlighted.

8.9 LESSON END ACTIVITY

Planning and control are after thought of as a system; control is also often referred to as
a system. What is meant by this? can both statements be trees?

8.10 KEYWORDS

Control

Part Oriented Control
Future Oriented Control
Budgeting

Standard Costing
Effective Control

8.11 QUESTIONS FOR DISCUSSION

1. Define 'control'. What are the elements of control? How do managers exercise
control? 153
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control system.

3.  Why is control a must in business management? What are the requirements of an
effective control system?

4. "The essence of control is action". Comment.

"The controlling function of management is similar to the function of the thermostat
in a refrigerator". Comment.
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9.0 AIMS AND OBJECTIVES

This lesson is intended to discuss various methods and techniques of management control.
After studying this lesson you will be able to:

(i) apply techniques, aids and tools of effective management control
(i) describe CPM, PERT and Gantt Chart

(i) understand global controlling system

9.1 INTRODUCTION

A variety of tools and techniques have been used over the years to help managers
control the activities in their organizations. There can be control in different perspectives.
Time control relate to deadlines and time constraints, material controls relate to inventory
control etc. Various techniques of control are discussed in this lesson.
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9.2 CONTROL AIDS

9.2.1 Budgeting

A budget is a statement of anticipated results during a designated time period expressed
in financial and non-financial terms. Budgets cover a designated time period - usually a
year. At stated intervals during that time period, actual performance is compared directly
with the budget targets and deviations are quickly detected and acted upon. E.g. of
Budgets: Sales budget, production budget, capital expenditure budget, cash budget, master
budget etc.

9.2.2 Standard Costing

The cost of production determines the profit earned by an enterprise. The system involves
a comparison of the actuals with the standards and the discrepancy is called variance.
The various steps involved in standard costing are:

e  Setting of cost standards for various components of cost e.g.: raw materials, labour
etc.

e Measurement of actual performance.

e  Comparison of actual cost with the standard cost.

e Finding the variance of actual from the standard cost.
e Findings the causes of variance.

e Taking necessary action to prevent the occurrence of variance in future.

9.2.3 Responsibility Accounting

Responsibility accounting can be defined as a system of accounting under which each
departmental head is made responsible for the performance of his department.

9.2.4 Reports

A major part of control consists of preparing reports to provide information to the
management for purpose of control and planning.

9.2.5 Standing Orders, Rules and Limitations

Standing orders, rules and limitations are also control techniques used by the management.
They are issued by the management and they are to be observed by the subordinates.

9.2.6 Personal Observation

A manager can also exercise fruitful control over his subordinates by observing them
while they are engaged in work.

Check Your Progress

Explain the different types of control techniques.

9.3 OTHER METHODS OF CONTOL

1. Self-control: Each employee must exercise self-control and do what is expected
at work most of the time on most work related matters, as no enterprise can exist



self-control. Self-control stems from the employee’s ego, orientation, training angentrol Techniquces f« <I3|!0bal
work attitudes. ontrolling

2. Group control: It affects individuals both in output and behaviour. Group norms of
doing a good job exert pressures on the individual to perform and to follow work
rules.

3. Policies and proceduresThey are guides to action for managers to use in
controlling behaviour and output of employees. They can, for example, protect the
firms’s resources and equipment and require employee’s presence for appropriate
work times.

9.4 CRITICAL PATH METHOD (CPM)

A critical path consists of that set of dependent tasks (each dependent on the preceding
one), which together take the longest time to complete. A CPM chart can define multiple,
equally critical paths. The tasks, which fall on the critical path, should be noted in some
way, so that they may be given special attention. One way is to draw critical path tasks
with a double line instead of a single line. Tasks, which fall on the critical path, should
receive special attention by both the project manager and the personnel assigned to
them. The critical path for any given method may shift as the project progresses; this
can happen when tasks are completed either behind or ahead of schedule, causing other
tasks which may still be on schedule to fall on the new critical path.

9.5 GANTT CHART

Henry Laurence Gantt (1861-1919) was a mechanical engineer, management consultant
and industry advisor. He developed Gantt charts in the second decade of the 20th century.
Gantt charts were used as a visual tool to show scheduled and actual progress of projects.
It was an innovation of worldwide importance in the 1920s. Gantt charts were used on
large construction projects. A Gantt chart is a matrix, which lists on the vertical axis all
the tasks to be performed. Each row contains a single task identification, which usually
consists of a number and name. The horizontal axis is headed by columns indicating
estimated task duration, skill level needed to perform the task and the name of the
person assigned to the task, followed by one column for each period in the project's
duration. Each period may be expressed in hours, days, weeks, months and other time
units. The graphics portion of the Gantt chart consists of a horizontal bar for each task
connecting the period start and period ending columns. A set of markers is usually used
to indicate estimated and actual start and end. Each bar on a separate line and the name
of each person assigned to the task, is on a separate line. In many cases when this type
of project plan is used, a blank row is left between tasks. When the project is under way,
this row is used to indicate progress indicated by a second bar, which starts in the period
column when the task is actually started and continues until the task is actually completed.
Comparison between estimated start and end and actual start and end should indicate
project status on a task-by-task basis.

9.6 PROGRAMME EVALUATION AND REVIEW
TECHNIQUE

Program evaluation and review technique (PERT) is a variation on Critical Path Analysis

that takes a slightly more sceptical view of time estimates made for each project stage.

Critical Path Method (CPM) charts are similar to PERT charts and are sometimes

known as PERT/CPM. To use it, estimate the shortest possible time each activity will

take, the most likely length of time and the longest time that might be taken if the activity 157
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information. Each chart starts with an initiation node from which the first task or tasks,
originates. If multiple tasks begin at the same time, they are all started from the node or
branch, or fork out from the starting point. Each task is represented by a line, which
states its name or other identifier, its duration, the number of people assigned to it and, in
some cases, the initials of the personnel assigned. The other end of the task line is
terminated by another node, which identifies the start of another task or the beginning of
any slack time, that is, waiting time between tasks. Each task is connected to its successor
tasks in this manner, forming a network of nodes and connecting lines. The chart is
complete when all final tasks come together at the completion node. When slack time
exists between the end of one task and the start of another, the usual method is to draw
a broken or dotted line between the end of the first task and the start of the next
dependent task.

9.7 GLOBAL CONTROLLING & GLOBAL CHALLENGES

Need for Leadership in global organisation¥he work place in the present day context

is increasingly multicultural and diverse. Employees are required to work together with
colleagues from different parts of the world with varied backgrounds, customs and practices.
Many products and services are produced for export. In addition, organisations are
outsourcing their work to countries having low labour costs to stay competitive. As
opportunities for global expansion increase, the workplace will have more diversity.
Organisations are now hiring professionals with different backgrounds, cultures, styles and
motivation. It is therefore necessary for organisations to expand the capacity for people to
handle the challenges of working with other cultures if they are to participate successfully.

Leaders must be adaptive and flexible to manage this diverse workforce. This requires
an understanding of the historical, political and economic references of people who work
in the organisations. Leaders must understand differences in worldviews, communication
styles, ethics and etiquette of the people they deal with both internally and externally.

Understanding different culturesAccording to Richard D Lewis, the different nations
and cultures can be put into three groups:

1. Linear-active:In these cultures, people focus on a scheduled timeline and like to
do one thing at a time. The people in these cultures are task-oriented planners.

2. Multi-active: People belonging to these cultures are more focused on interactions
and dialogues. Meetings are given priorities and discussions and dialogues help to
build relationship and it is this relationship that determines what comes out of work.

3. Reactive:People belonging to this type of culture are more introverted. They are
respect-oriented listeners and concentrate on what people have to say without
interruption and even if they interrupt it is rarely done. People in these cultures
usually express their ideas in a passive voice.

Leaders must understand different cultures when they work in an organisation which
has employees belonging to different cultures. The grouping done by Lewis is a simple
perspective that can help one to begin to understand basic differences in ways of doing
business in foreign countries. However, we must be cautious and avoid working with
unverified assumptions.

9.8 LET US SUM UP

The techniques of control involve the feed forward control, concurrent control and the
feed-back process. There are several techniques to establish the control system in an
organisation like CPM, Gantt Chart, PERT, etc. We have also studied about global
controlling and global challenges.



99 LESSON END ACTIVITY Control Techniques & Global

Controlling

PERT is a management interventional technique designed to establish an effective control
system. Justify the statement.

9.10 KEYWORDS
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Feed Forward
Gantt Chart
Material Control
Performance
PERT

CPM

9.11 QUESTIONS FOR DISCUSSION

What are the methods of effective control?
Explain standard costing as a technique of control.

What is the need for leadership in global organisations?

P wdPE

Discuss the critical path method of controlling.
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10.0 AIMS AND OBJECTIVES

After studying controlling and techniques of controlling in previous two chapters, this
lesson is intended to discuss all about directing the staff. After studying this lesson you
will be able to:

(i) appreciate the role of direction.
(i) understand the nature, principles and elements of direction.
(i) use various tools and techniques of directing the staff.

10.1 INTRODUCTION

In practice, management is essentially the art and process of getting things done. The
managers have therefore, the responsibility not only of planning and organising the
operations but also of guiding and supervising the subordinates. This is the managerial
function of direction. In the words of Marshall "Directing involves determining the course,
giving orders and instructions and providing dynamic leadership".



Principles of Management and
Organisational Behaviour

162

10.2 MEANING AND DEFINITION

According to G. R. Terry - "Directing means moving to action and supplying simulative
power to a group of persons”. Thus, the plan is put into operation through the organisation
by the process of direction. Another term used to describe this function is "Activating".
In the words of G. R. Terry - "Activating means moving into action - supplying simulative
power to the group".

According to Dale, "Direction is telling people what to do and seeing that they do it to the
best of their ability. It is through directing that managers get the work done through
people. It consists of:

e Issuing orders and instructions by a superior to his subordinates.
e  Guiding, advising and helping subordinates in the proper methods of work.

e  Motivating them to achieve goals by providing incentives, good working environment
etc.

e  Supervising subordinates to ensure compliance with plans".

To carry out physically the activities resulting from the planning and organising steps, itis
necessary for the manager to take measures that will start and continue action as long as
they are needed in order to accomplish the task by the members of the group. The
process of directing or activating involves:

1. Providing effective leadership

2. Integrating people and tasks and convincing them to assist in the achievement of
the overall objectives

3.  Effective communication
4.  Providing climate for 'subordinate' development

Directing represents one of the essential functions of management because it deals with
human relations. Once the organisational plans have been laid down, the structure being
designed and competent people brought in to fill various positions in organisation, direction
starts. Direction phase of management is the heart of management-in action.

10.3 CHARACTERISTICS OF DIRECTING

Directing has the following characteristics features:

1. Iltisthe function of the superior manager and runs from top to down in the organisation
structure. A subordinate has to receive instructions for doing his job from his superior.

2. Direction implies issuing orders and instruction. Besides issuing orders and
instruction a superior also guides and counsels his subordinates to do his job properly.

3. The top management gives broad direction to the middle level managers who in
turn give specific direction to the lower level management.

4. The four important aspects of directing are supervision, motivation, leadership and
communication. All these functions are interconnected and mutually dependent.

10.4 SCOPE OF DIRECTING

The function of directing is concerned with employee orientation, issuing instructions,
supervision, motivation, communication and leadership.

1. Employee OrientationAn employee must be properly oriented to the enterprise
in which they are working. This orientation is necessary for them to accomplish the
objectives of the enterprise.



2. Instructions: An instruction is an order or command by a senior directing a
subordinate to act or refrain from acting under a given situation. The right to issue
orders should be with the superior by virtue of his position.

3. Supervision:In order to see that the work is done according to the instructions the
superior must observe the activities of the subordinates. Supervision is done at all
levels of management. However, supervision is more important at lower levels.

4. Motivation: One of the most challenging problems for management is to motivate
people. Management has to induce the employee to utilise his talent and skill to
contribute to the organisational goal.

10.5 IMPORTANCE OF DIRECTION

The importance of direction in an organisation can be viewed by the fact that every
action is initiated through direction. It is the human element which handles the other
resources of the organisation. Each individual in the organisation is related with others
and his functioning affects others and, in turn, is affected by others. This makes the
functioning of direction all the more important. The importance of the direction function
is given below:

1. Direction integrates employees' effort3he individual efforts needs to be
integrated so that the organisation achieves its objectives. No organisational objective
can be achieved without the function of direction.

2. Direction initiates action:lIt is through direction that the management makes
individuals function in a particular way to get organisational objectives.

3. Direction gets output from individualsEvery individual in the organisation has
some potentials and capabilities which can be properly utilised through the function
of direction.

4. Direction facilitates changesTo manage change management must motivate
individuals to accept these changes which can be accomplished through motivation.

Check Your Progress

“Directing derives sufficient attention along with the other function of guiding the

subordinates to work willingly and enthusiastically towards the accomplishmept of
predetermined organisational objectives.” Comment.

10.6 NATURE OF DIRECTION—FUNCTIONS OF
MANAGEMENT

Direction is one of the most important functions of management. A good plan may have
been checked out, sound organisation may have been evolved and a sound team of
workers may be employed, but all these will not produce any result until there is proper
direction of the people in the use of various resources. Direction helps in achieving co-
ordination among various operations of the enterprise. It is only after the performance of
direction function that the purpose of planning, organising and staffing is achieved. Directing
is the process around which all performance revolves. It is the essence of operation and
co-ordination is a necessary by-product of good managerial directing.

10.6.1 Pervasiveness of Direction

Direction is a pervasive function of management. It exists at every level, location and
operation throughout an enterprise. Some people think that only the managers at the

Directing
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lower level who deal directly with the workers, perform the direction function. This point

of view is not correct. Direction function must be performed by every manager at different
levels of the enterprise. For instance, chief executive of a company interprets the objectives
and policies of the company and delegates authority to the departmental managers, the
direction function is part and parcel of these activities. Every manager, regardless of the
number of subordinates, performs this function because he is busy in giving instructions
to the subordinates, guiding them, and motivating them for the achievement of certain
goals.

10.6.2 Continuing Function

Like any other function of management, directing is a continuing activity. A manager
never ceases to direct, guide and supervise his subordinates. A manager who issues
orders and instructions and thinks his job is complete is committing a very serious error.
He must continuously supervise the execution of his orders or instructions by the
subordinates. He should also provide them effective leadership and motivation. Thus, he
will have to continue to devote considerable time on the direction function.

10.7 PRINCIPLES OF DIRECTION

For effective direction, following principles may be used:
(i) Principle of leadershipAbility to lead effectively is essential to effective direction.

(i) Principle of informed communication:The management should recognise and
utilise informal organisation constructively.

(i)  Principle of direct supervisionThe manager should supplement objective methods
of supervision and control with direct personal supervision to ensure personal contact.

(iv) Principle of direct objectivesThe manager should communicate effectively and
motivate the subordinates for most effective performance.

(v) Principle of harmony of objectivesThe manager should guide the subordinates
so that their individual interest harmonizes with group interests.

(vi) Principle of unity of commandfor most effective direction, subordinates should
be responsible to one superior.

(vii) Principle of managerial communicationThe manager being the principle medium
of communication, should keep lines of communication open.

(viii) Principle of comprehensionThe communication should ensure that the recipients
of the information actually comprehend it.

(ix) Principle of direct communicationThe direct flow of information is most effective
for communications.

10.8 PRINCIPLES OF ISSUING ORDERS

Following points should be observed while issuing orders to the subordinates:

() Few orders:Issue as few orders as possible. More orders than those that are
absolutely necessary, if issued, will result in loss of independence and thus initiatives
of subordinates will be suppressed.

(i) Clear orders:The orders should be absolutely clear. They create confidence in
the mind of the subordinates about the clear understanding by the order given.

(i) Brief but complete ordersThe orders should be as brief as possible but complete
orders to convey fully what is intended to be done.



(iv) PromptnessProfessional form and proper tone in orders. Prompt issuing of order Directing
and proper use of technical words and phrases is essential for effective directing.
Proper tone in issuing the orders should be observed.

(v) Legitimate scope of orderd:he manager issuing the order should keep within his
own domain. He must not encroach upon the sphere of the receiving executive.

(vi) Follow up orders:Another important principle of direction is that once orders or
instructions are issued, they should be followed up to see that they are executed, or
the instructions should be countermanded or withdrawn.

10.9 TYPES OF DIRECTION

Directions may be either oral or written. Some of the advantage of written directions are
as follows:

()  Written directions are more clear, comprehensive and clarity of thought and better
quality of direction maintained.

() Written orders are comparatively more intelligible and the chances for
misunderstanding and duplication of efforts will be minimised.

(i) The subordinates also get an ample opportunity to study the directive carefully.
(iv) It also makes it possible to communicate to all interested parties simultaneously.
(v) A written order can be consulted readily to maintain accuracy.

(vi) It helps in accountability and smooth carrying out of orders.

10.10 TECHNIQUES OF DIRECTION

A manager has at his disposal three broad techniques of direction.

1. Consultative direction:In this method executive consults with his subordinates
concerning the feasibility, the workability and the extent and content of a problem
before the superior makes a decision and issues a directive.

The following advantages are claimed in this type of method:
(a) Participation occurs on every level of organisation.
(b) Better communication.

(c) Leastresistance from subordinates, experience and knowledge of subordinate
also can be used to arrive at right directives.

(d) Itinduces better motivation and morale.

(e) Itleads to better co-ordination and effective results.
This method has the following disadvantages:

(a) Itistime consuming.

(b) Subordinates may consider it their right and prerogative to be consulted before
a directive is given to them by their superiors.

(c) Sometimes unnecessary arguments arise leading to wastage of time.

2. Free rein direction: The free rein technique encourages and enables the
subordinate to contribute his own initiative, independent thought, drive, perspicacity
and ingenuity to the solution of the problem. The free rein technique of direction
will probably show the best and quickest results, if the subordinate is highly educated,
brilliant young man a sole performer, who has a sincere desire to become a top

level manager. 165
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to his subordinates, with detailed instructions as how and what is to be done allowing
no room for the initiative of the subordinate.

10.11 LET US SUM UP

In this chapter the fundamentals and principles of direction were presented. Directing
consists of the process and techniques utilised in issuing instructions and making sure
that operations are carried on as originally planned. It also highlighted various intricacies
of direction together with types and techniques of direction. The principles of direction
include: (a) Principle of leadership (b) Principle of informed communication (c) Principle

of direct supervision (d) Principle of direct objectives (e) Principle of harmony of objectives
(f) Principle of unity of command (g) Principle of managerial communication (h) Principle

of comprehension and (i) Principle of direct communication.

10.12 LESSON END ACTIVITY

How should orders be issued in business enterprise? To what extent can personal appeal
prove effective?

10.13 QUESTIONS FOR DISCUSSION

Q 1. Define direction. What are its elements?
Q 2. Explain the nature of direction function of management.
Q 3. Describe the characteristics of a good order.

Q 4. ‘Direction function of management involves dealing with human factor.” Expound
this statement.

Q 5. Explain the principles of direction.
Q 6. ‘Good leadership is an integrated part of effective direction.” Explain and illustrate.

Q 7. Briefly explain the principles of directions and methods of directing ‘Subordinates
to active objects.’
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11.0 AIMS AND OBJECTIVES

The purpose of this lesson is to note the origins and bases of modern organisational
thinking. After studying this lesson you will be able to:

(i) understand meaning and nature of organisational behaviour.

(i) describe the challenges and opportunities of organisational behaviour.
(i) discuss the emerging thoughts in organisational behaviour.

(i) describe interdisciplinary influences on organisational behaviour.
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11.1 INTRODUCTION

Why do people behave the way they do? What causes different people to react differently
to the same situation? Why are some Organisations more successful than others, even
though they appear to be managed in the same manner? All of these questions — and
more — are the substance of what organisational behaviour is all about.

11.2 MEANING & DEFINITION OF ORGANISATIONAL
BEHAVIOUR

Organisational behaviour (OB) is the systematic study of the actions and attitudes that
people exhibit within organisations. It is individual behaviour and group dynamics in
organisations. The study of organisational behaviour is primarily concerned with the
psychosocial, interpersonal and behavioural dynamics in orgnanisations. However,
organisational variables that affect human behaviour at work are also relevant to the
study of organisational behaviour. These organisational variable include jobs, the design
and organisational structure. Therefore, although individual behaviour and group dynamics
are the primary concerns in the study of organisational behaviour, organisational variables
are important as the context in which human behaviour occurs.

The term ‘organisational behaviour’ is defined by Stephen P Robbins as "a field of study
that investigates the impact of individuals, groups and structures on behaviour within
organisations for the purpose of applying such knowledge towards improving an
organisation's effectiveness". According to this definition, organisational behaviour

e s afield of study with a common body of knowledge.

e |t studies three determinants of behaviour in organisations. They are individuals,
groups and structures.

e Itappliesthe knowledge gained about individuals, groups and the effect of structure
on behaviour in order to make organisations work more effectively.

11.3 HISTORY AND EVOLUTION OF OB

11.3.1 Historical Perspective of Organisational Behaviour

In 1776, Adam Smith advocated a new form of organisational structure based on the
division of labour. One hundred years later, German Sociologist Max Weber introduced the
concept about rational organisations and initiated the concept of charismatic leadership.
Though the origin to the study of Organisational Behaviour can trace its roots back to Max
Weber and earlier organisational studies, it is generally considered to have begun as an
academic discipline with the advent of scientific management in the 1890's, with Taylorism
representing the peak of the movement. Thus, it was Fredrick Winslow Taylor who introduced
the systematic use of goal setting and rewards to motivate employees that could be considered
as the starting of the academic discipline of Organisational Behaviour. Proponents of
scientific management held that rationalising the organisation with precise sets of instructions
and time-motion studies would lead to increased productivity. Studies of different
compensation systems were also carried out to motivate workers.

In 1920's Elton Mayo an Australian born Harvard Professor and his colleagues conducted
productivity studies at Western Electric's Hawthorne Plant. With this epoch making
study the focus of organisational studies shifted to analysis of how human factors and
psychology affected organisations. This shift of focus in the study of organisations was
called the Hawthorne Effect. The Human Relations Movement focused on teams,
motivation, and the actualisation of goals of individuals within organisations. Studies



conducted by prominent scholars like Chester Barnard, Henri Fayol, Mary Parker Follett, Organisational Behaviour
Frederick Herzberg, Abraham Maslow, David McCellan and Victor Vroom contributed
to the growth of Organisational Behaviour as a discipline.

In the 1960's and 1970's, the field was strongly influenced by social psychology and the
emphasis in academic study was quantitative research. An explosion of theorising, bounded

rationality, informal organisation, contingency theory, resource dependence, institution theory

and population ecology theories have contributed to the study of organisational behaviour.

11.3.2 Various Historical Concepts

1.

Industrial Revolution: It has only been since the Industrial Revolution of the
nineteenth century that relatively large number of individuals have been required to
work together in manager-subordinate relationships. Prior to this many of the large
organisations that did exist, were military ones in which the authority of the leader
was supreme and practically unquestioned, since membership was not voluntary.
Behavioural problems were relatively easy to deal with under these conditions. It is
certainly no accident that much of our current knowledge about human behaviour
has been derived from organisations in which influencing behaviour consists of
more than just giving orders.

Famous industrialist like William C Durant, Henry Ford, Andrew Carnegie, and
John D Rockfeller were men of brilliant managerial qualities. They possessed the
managerial qualities necessary for the initial stages if industrialization. However,
when the industrial revolution began to mature and become stabilized, this approach
was no longer appropriate.

Scientific ManagementThe great industrialist was primarily concerned with
overall managerial organisation in order for their companies to survive and prosper.
The scientific management movement around the turn of the century took a
narrower, operations perspective. Yet, the two approaches were certainly not
contradictory. The managers in both cases applied the scientific method to their
problems and they thought that effective management at all levels was the key to
organisational success.

Fredrick W Taylor (1856 - 1915) is the recognized father of scientific management.
Taylor started scientific management in his time-and-motion studies at the Midvale Steel
Company in the early 1900's. As an industrial engineer, he was concerned with
inefficiencies in manual labour jobs and believed that by scientifically studying the specific
motions that made up the total job, a more rational, objective and effective method of
performing the job could be determined. In his early years as a foreman in the steel
industry, he saw different workers doing the same job in different ways. It was his
opinion that each man could not be doing his job in the optimal way, and he set out to find
the "one best way" to perform the job efficiently. His argument proved to be correct and
in some instances "taylorism" resulted in productivity increases of 400 percent. In almost
all cases, his methods improved productivity over existing levels.

Is Taylorism Really Dead?

Fred Taylor took a lot of flack during his heyday. Unions were suspicious of him, emplgyers

were skeptical of his claims and the government thought he needed to be investigated.
Taylor's philosophy permeated his whole life. Sudhin Kakar, in his stoelyerick Taylor:
A Study in Personality and Innovati¢@ambridge: MIT Press, 1970), notes that he did
such strange things as experiment with his legs on cross-country walks to discover the
step that would cover the greatest distance with the least expenditure of energy|; as a
young man, before going to a dance, he would conscientiously and systematically list the
attractive and unattractive girls with the object of dividing his time equally between them;

and he often incurred the wrath of his playmates when he was more concerned tTat the

Contd...
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playing field for sports be scientifically measured than he was with actually playind the
game.

Taylor's "one best way" philosophy has often been misunderstood; though he believed
that in terms of physical motions there should be "one best way", he also recognizgd that
the equipment needed to perform the "one best way" would vary from person to pgrson.
His famous example of equipping a large man and a small man with shovels of different sizes
to match the equipment with the person.

While it is fashionable today to blast Taylor as being insensitive to human needg and
treating people like machines, it is painfully obvious that his influence is probably as great
now as it ever was. Though Taylor is criticized for treating people only as economic bdings,
surveys show that dollar motivation is still strong, particularly in manufacturing organisatfons.

If one includes managerial personnel who are on some type of bonus or profit-sharing
scheme, then we probably have more people today on economic incentive systenfs than
ever before.

Source: ORGANISATIONAL BEHAVIOR - concepts and applications, Jerry L Gray and Frederick A Starke - Charles E Mgrrill
Publishing Company Columbus (Third Edition) Page 9

Taylor had actually shop and engineering experience and therefore was intimately involved
with tools, products and various machining and manufacturing operations. His well-known
metal-cutting experiments demonstrated the scientific management approach. Over a
period of twenty-six years, Taylor tested every conceivable variation in speed, feed,
depth of cut, and kind of cutting tool. The outcome of this experimentation was high-
speed steel, considered one of the most significant contributions to the development of
large-scale production.

Coupled with Taylor's logical, rational, engineering-like approach to management was a
simple theory of human behaviour: people are primarily motivated by economic rewards
and well take direction if offered the opportunity to better their economic positions. Put
simply, taylor's theory stated that:

e  Physical work could be scientifically studied to determine the optimal method of
performing a job.

e Workers could thereafter be made more efficient by being given prescriptions for
how they were to do their jobs.

e  Workers would be willing to adhere to these prescriptions if paid on "differential
piecework" basis.

In addition to advocating the use of scientific means to develop the best way to do a task,
Taylor argued that several other principles were important.

1. Workers with appropriate abilities had to be selected and trained in the appropriate
task method.

2. Supervisors needed to build cooperation among the workers to ensure that they
followed the designated method of work. Building such cooperation included soliciting
workers' suggestions and being willing to discuss ideas for improved work methods.

3. There needed to be a clear division of work responsibilities. Previously, the workers
planned how to approach a task, and then they executed it. Under the Taylor
scheme, it was management's job to do the task planning, using scientific methods.

Taylor's four principles of scientific management are summarized here: -

e  Scientifically study each part of a task and develop the best method for performing
the task.

e  Carefully select workers and train them to perform the task by using the scientifically
developed method.



e Cooperate fully with workers to ensure that they use the proper method. Organisational Behaviour

e Divide work and responsibility so that management is responsible for planning work
methods using scientific principles and workers are responsible for executing the
work accordingly.

Many have criticized Taylor's work for dehumanizing the work place and treating workers

like machines, but his overall contribution to management was significant. Although others
were studying similar methods at the same general time, Taylor was one of the first to
take the theory and practice of management out of the realm of intuitive judgment and
into the realm of scientific inquiry and reasoning.

Taylor's ideas on time study, standardization of work practices, goal setting, money as a
motivator, scientific selection of workers and rest pauses have all proved to be successful
techniques of management today.

Taylor was by no means the only noteworthy scientific manager. Others in the movement,
such as Frank and Lillian Gilberth and Henry L Gantt made especially significant contributions.

The Gilbreths:Other major advocates of scientific management were the husband and
wife team of Frank Gilbreth (1868 - 1924) and Lillian Moller Gilberth (1878 - 1972). As
Frank become involved in training young bricklayers, he noticed the inefficiencies that
were handed down from experienced workers. To remedy the situation he proposed
using motion studies to streamline the bricklaying process. Frank also designed special
scaffolding for different types of jobs and devised precise directions for mortar consistency.
On the basis of these and other ideas, Frank was able to reduce the motions involved in
bricklaying from 18 %2 to 4. Using his approach, workers increased the number of bricks
laid per day from 1000 to 2700 with no increase in physical exertion.

Frank married Lillian Moller, who began working with him on projects while she completed
her doctorate in psychology. The two continued their studies aimed at eliminating
unnecessary motions and expanded their interests to exploring ways of reducing task
fatigue. Part of their work involved the isolation of 17 basic motions, each called a
therblig ("Gilbreth" spelled backward, with the "t" and "h" reversed). Therbligs included
such motions as select, position, and hold - motions that were used to study tasks in a
number of industries. The Gilbreths used the therblig concept to study tasks in a number
of industries. The Gilbreths used the therblig concept to study jobs and also pioneered
the use of motion picture technology in studying jobs.

Lillian's doctoral thesis was published as a book, The Psychology of Management, making
it one of the early works applying the findings of psychology to the workplace. At the
insistence of the publisher, the author was lilted as L.M. Gilbreth to disguise the fact that
the book was written by a woman.

Lillian helped define scientific management by arguing that scientific studies of
management must focus on both analysis and synthesis. With analysis, a task is broken
down into its essential parts or elements. With synthesis, the task is reconstituted to
include only those elements necessary for efficient work. She also had a particular
interest in the human implications of scientific management, arguing that the purpose of
scientific management is to help people reach their maximum potential by developing
their skills and abilities. Lillian Gilbreth ranks as the first woman to gain prominence as a
major contributor to the development of management as a science.

Henry L Gantt (1861-1919)One of Taylor's closest associates, Henry Gantt latter
become an independent consultant and made several contributions of his own. The most
well-known is the Gantt Chart, a graphic aid to planning, scheduling and control that is
still in use today. He also devised a unique pay incentive system that not only paid
workers extra for reaching standard in the allotted time but also awarded bonuses to
supervisors when workers reached standard. He wanted to encourage supervisors to

coach workers who were having difficulties. 175
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the first or only group that recognized the importance of the operating functions. A

hundred years earlier, Adam Smith had carefully pointed out the advantages of division
of labour and in 1832, Charles Babbage, a British mathematician with some astounding
managerial insights, discussed transference of skill in his book Economy of Machinery
and Manufacture.

3. The Human Relations Movemenithe second major step on the way to current
organisational behaviour theory was the Human Relations Movement that began in
the 1930's and continued in various forms until the 1950's. The practice of
management, which places heavy emphasis on employee cooperation and morale,
might be classified as human relations. Raymond Mills states that the human relation
approach was simply ttreat people as human beings (instead of machines in
the productive process), acknowledge their needs to belong and to feel
important by listening to and heeding their complaints where possible and by
involving them in certain decisions concerning working conditions and other
matters, then morale would surely improve and workers would cooperate with
management in achieving good production”.

The Human Relations Movement, popularized by Elton Mayo and his famous
Hawthorne studies conducted at the Hawthorne Plant of the Western Electric
Company, in many ways it remained the foundation of much of our management
thinking today. Before the Hawthorne studies officially started, Elton Mayo headed
a research team, which was investigating the causes of very high turnover in the
mule-spinning department of a Philadelphia textile mill in 1923 and 1924. After
interviewing and consulting the workers, the team set up a series of rest pauses,
which resulted in greatly reduced turnover and more positive worker attitudes and
morale.

Illumination Experiments: The initial experiments reflected strongly the physical
orientation of scientific management, since they were designed to explore the relationship
between lighting and productivity. The rational approach of scientific management
predicted a positive relationshipi.e., as lighting increased, productivity would increase up
to a point of course. Logically, at some (high) level of illumination productivity should
begin to decline, so the original experiment was designed to determine the optimal level
of illumination.

The light experiments were conducted on female workers, who were divided into two
groups. One group was placed in a test room where the intensity of illumination was
varied, and the other group worked in a control room with supposedly constant conditions.
The results were baffling to the researchers. The researchers found no predictable
relationship between lighting and output and, because the research results could not be
explained by existing knowledge, the researchers were forced to find new explanation.
Further research indicated that the lack of a predictable relationship between lighting
and output was related to the mental and emotional side of organisations rather than the
physical, mechanistic side recognized by scientific management. Additional studies showed
that economic factors, such as incentive systems, were equally poor in predicting
behaviour.

Relay Room Experimentdntrigued with positive changes in productivity some of the
engineers and company officials decided to attempt to determine the causes through
further studies. Accordingly, a second set of experiments took place between 1927 and
1933 known as the Relay Room experiments.

The most famous study involved five girls assembling electrical relays in the Relay
Assembly Test Room, a special room away from other workers where the researchers
could alter work conditions and evaluate the results. During the experiment, the girls



were often consulted and sometimes allowed to express themselves about the changé&gganisational Behaviour
that took place in the experiment. Apparently, the researchers were concerned about

possible negative reactions and resistance from the workers who would be included in

the experiment. To lessen potential resistance, the researchers changed the usual

supervisory arrangement so that there would be no official supervisor; rather, the workers

would operate under the general direction of the experimenter. The workers also were

given special privileges such as being able to leave their workstation without permission,

and they received considerable attention from the experimenters and company officials.

In total, they were treated and recognized as individuals with something to contribute.

The study was aimed at exploring the best combination of work and rest periods, but a
number of other factors were also varied, such as pay, length of the workday, and provisions
for free lunches. Generally, productivity increased over the period of the study, regardless
of how the factors under consideration were manipulated.

The results in the relay room were practically identical with those in the illumination
experiment. Each test period yielded higher productivity than the previous one had done.
Even when the girls were subjected to the original conditions of the experiment, productivity
increased. The conclusion was that the independent variables (rest pauses and so forth)
were not by themselves causing the change in the dependent variable (output).

One outcome of the studies was the identification of a famous concept that ultimately
came to be known as the Hawthorne effect. The Hawthorne effect refers to the possibility
that individuals singled out for a study may improve their performance simply because of
the added attention they receive from the researchers, rather than because of any specific
factors being tested in the study. More contemporary investigations now suggest that the
Hawthorne effect concept is too simplistic to explain what happened during the Hawthorne
studies and that the Hawthorne effect concept itself is defective. In the Hawthorne
situation, the workers likely viewed the altered supervision as an important positive change
in their work environment, even though that was not what the researchers intended.

Bank Wiring Room Study

The final phase of the research programme was the bank wiring study, which started in
November 1931 and lasted until May 1932. Its primary purpose was to make observational
analysis of the informal work group. A group of male workers in the study provided
knowledge about informal social relations within groups and about group norms that
restrict output when such steps sum advantageous to the group. It also included a massive
interviewing programme (1928 - 1931) that was initially aimed at improving supervision
but evolved into a means of learning what workers had on their minds and allowing them
to let of steam.

The results in the bank wiring room were essentially opposite to those in the relay room.
The output was actually restricted by the bank wirers. By scientific management analysis,
a standard of 7312 terminal connections per day had been arrived at. This represented
2% equipments. The workers had a different brand of rationality. They decided that
2 equipments was a "proper" days work.

The researchers determined that the informal group norm of 2 equipments represented
restriction of output rather than a lack of ability to produce 2 %2 equipments. The following
evidence supports this contention:

1. The observer noted that all the men stopped before quitting time.
2. Most of the men admitted to the interviewer they could easily turn out more work.

3. Tests of dexterity and intelligence indicated no relationship between capacity to
perform and actual performance. 177
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mainly because the studies often had major flaws (such as changing several factors at
the same time) and because important data were sometimes ignored in drawing conclusions
(especially in discounting the potential importance of pay).

The Human Relations Movement, like Scientific Management, is not without its
shortcomings. Because of the nature of its findings and the resulting lessons for managers,
it has been criticised as "cow Sociology"(so called because happy cows presumably give
more milk). This simplistic view of the relationship between morale and productivity is
something that existing research has not been able to verify.

Yet, despite their shortcomings, the effects of these pioneering studies were far-reaching.
In strong contrast to the impersonality that characterized the classical approach, the
Hawthorne studies pointed to the impact that social aspects of the job had on productivity,
particularly the effect of personal attention from supervisors and relationship among
group members. As a result, the focus of the field of management was drastically altered.
A common interpretation of the Human Relations Movement is that managers need only
treat their employees well to generate maximum productivity. This conclusion is unfortunate
for two reasons.

1. Itis oversimplified and therefore often inaccurate.

2. Those who do not agree with this conclusion might be labeled advocates of poor
treatment of employees - which, of course, is also false.

Do Happy Cows Give More Milk?

The Human Relations School of thought has been accused of advocating "cow sociglogy"
as a method of managing people, i.e., since happy cows can give more milk, it follows that
happy people will produce more. But do happy cows give more milk? Or, perhaps more
importantly, how can you tell if cows are happy? In our quest for an answer to these
important questions we asked farmers, dairies, and professors of agriculture; we read journals
(Journal of Dairy Sciencejextbooks on dairy management, and popular farm publicatigns.

We even assigned a graduate student to research the question. But alas, we could not
uncover any scientific evidence proving it to be true (although everyone we spoke to
believed it to be true). In one study, we found, an author noted the importange of
"psychological and stress" factors which affected milk production, but declined to study
them because "they were too difficult to measure". So at least for the present, weg must
scientifically conclude that the question is yet unanswered. Nevertheless, we were impfessed
by one textbook in dairy science in which the author prescribes several technigyes to
maximize milk production:

1.  Cows become accustomed to a regular routine; disturbing this routine disturbs|them
and causes a decrease in milk production.

2. Attendants should come into close contact with the cows, and it is important that the
best of relations exist between the cows and keepers.

The cows should not be afraid of the attendants.
Cows should never be hurried.

Chasing cows with dogs or driving them on the run should never be allowed.

o g o~ W

cows and cause them to restrict production

In the barn, attendants must work quietly; loud shouting or quick movements \rpset

Quite possibly the positive but simplistic philosophy of human relations has actually
hindered needed research into organisational behaviour. This does not necessarily mean
that an understanding of human relations is not useful; it may have a payoff in areas
other than performance, such as absenteeism, turnover etc. The influence of the human
relations philosophy can be seen in many management training programmes today. Topics



such as communication, counselling, understanding people, and leadership are commofrganisational Behaviour
ingredients in many training programmes and reflect the findings of the original Hawthorne

studies. Often participants are taught that improved communications, etc., will increase

morale. Unfortunately, these topics can erroneously be seen as the totality of the manager's

job, thereby increasing the probability that employee morale may increase and productivity

may decrease.

Conclusion

The Human Relations Movement is sometimes referred to as a backlash to the economic
and rational approach of Scientific Management movement, but this point of view tends
to cast Scientific Management in an unfair light. Because of his shop-floor experience,
Taylor realized before Mayo and his colleagues did that there were "goldbrickers" that
group norms might restrict output, and that workers generally preferred their own ways
of doing things. Perhaps the major shortcoming of Taylor's philosophy was his
underestimation of the magnitude of these feelings in relation to his economic man concept.
Taylor believed that in the final analysis, workers are rational, logical people who would
change their behaviour in the interest of their economic well-being. Mayo, on the other
hand, attempted to show that man is also an emotional, non-logical being who often
reacts unpredictably to the work environment.

Today it is common to picture modern management theory as a blend of the extremes of
the principles contained in scientific management and human relations, with each
contributing valuable insights for managing organisations. We now recognize that the
subject involving combinations of the rational and the emotional, the physical and the
mental, and the logical and non-logical. Regardless of one's interpretation of the Hawthorne
experiments, or perceptions of their social significance, that series of investigations stand
as a monumental research study in the field of organisational behaviour. Elton Mayo and
his associates should be considered as the founding fathers of modern organisational

behaviour concepts.
Check Your Progress

1. Trace the History of Organisation Behaviour.

2. Explain the stages in the Human Relations Movement.

11.4 CHALLENGES AND OPPORTUNITIES OF
ORGANISATIONAL BEHAVIOUR

The challenges and opportunities of organisational behaviour could be understood through
the following areas:

1. Understanding Global Organisational BehaviourGlobalisation reflects a
business orientation based on the belief that the world is becoming more
homogeneous and that distinctions between national markets are not only fading,
but, for some products will eventually disappear. International firms have found it
necessary to institute formal global strategic planning to provide a means for top
management to identify opportunities and threats from all over the world, formulate
strategies to handle them and stipulate how to finance the strategies of these
implementation. Keeping these changes in mind the challenges are to understand
global organisational behaviour. The issues include:

e The creation of a global village

e  Work force diversity
179
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e Improving quality and productivity to match global standards
e Improving people skills

e Moving towards employee empowerment

e Improving ethical behaviour

e  Multiculturalism and diversity.

2. Working with people from different culturesTo work effectively with people
from different cultures, you need to understand how their culture and religion have
shaped them and how they will respond to particular styles in management. What
motivates people from one culture may not be appealing for people form another
culture and this makes the work of a manager more challenging.

3.  Movement of jobs to countries with low cost laboun a global economy, jobs
tend to flow to places where lower costs of labour provide business firms with a
comparative advantage. Jobs are moving from U.S.A and U.K and other developed
countries to developing countries like India and China. This is a threat to managers
from developed counties while it is an opportunity for developing countries especially
like India for we have a talented people with good knowledge of the English language.

4. Workforce Diversity:While globalisation focuses on differences between people
form different countries, workforce diversity addresses differences among people
within a given country. Workforce diversity means that organisations are becoming
more heterogeneous in terms of gender, age race etc.

11.5 THE NATURE OF ORGANISATIONAL BEHAVIOUR

Organisational behaviour is not a discipline in the usual sense of the term, but rather an
eclectic field of study that integrates the behaviour sciences into the study of human
behaviour within organisations. Organisational behaviour is a young field of inquiry, in
terms of the use of scientific techniques. To learn that human behaviour in organisations
is not an exact science is in itself a significant realization. One of the failings of the
scientific management movement was it belief that human behaviour was easily predicted.
So while the field of organisational behaviour may be inexact, it is realistic.

Organisational behaviour is neither a purely scientific area of inquiry nor a strictly
intellectual endeavour. It involves the study of abstract ideas, such as valance and
expectancy in motivation, as well as the study of concrete matters, such as observable
behaviours and physiological symptoms of distress at work. Therefore, learning about
organisational behaviour is a multidimensional activity as shown in Figure 11.1 below.

Mastery of basic Development of special Application of
objective knowledge skills and abilities knowledge and skills

Figure 11.1: Learning about organisational behaviour

Mastery of basic objective knowledg@bjective knowledge, in any field of study, is
developed through basic and applied research. Acquiring objective knowledge requires
the cognitive mastery of theories, conceptual models, and research findings.



Skill Development:The study of organisational behaviour requires skill development Organisational Behaviour
and the mastery of abilities essential to successful functioning in organisations. The
essential skills identified by the U.S Department of labour are:

Resource management skills, such as time management

Information management skills, such as data interpretation

a
b

c. Personal interaction skills such as team work

d. Systems behaviour and performance skills, such as cause-effect relations
e

Technology utilization skills, such as troubleshooting.

Many of these skills, such as decision-making and information management, are directly
related to the study of organisation behaviour. Developing skills is different from acquiring
objective knowledge in that it requires structured practice and feedback.

Application of Knowledge and Skilldt requires the integration of objective knowledge
and skill development in order to apply both appropriately in specific organisational settings.

Goals of Organisational Behaviour
The goals of organisational behaviour are to:

1. Explain individual and group behaviour:We are pursuing the explanation
objective, when we want to know why individuals or groups behaved the way they
did. For example, if the turnover rate in an organisation is very high, we want to
know the reason so that action can be taken to correct the situation in the future.

2. Predict certain behavioural response to chanderediction seeks to determined
what outcomes will result from a given action. Having a sound knowledge of OB
will help the manager predict certain behavioural responses to change. In this way,
the manager can anticipate which approaches will generate the least degree of
employee resistance and use that information in making decision.

3. Control behaviour: The knowledge of OB can be used by managers to control
behaviour. Managers frequently see the control objective as the most valuable
contribution that OB makes toward their effectiveness on the job.

11.6 INTERDISCIPLINARY CONTRIBUTIONS TO THE
STUDY OF ORGANISATIONAL BEHAVIOUR

Organisational behaviour is a blended discipline that has grown out of contributions from
numerous earlier fields of study. These interdisciplinary influences are the root for what is
increasingly recognized as the independent discipline of organisational behaviour.
Organisational behaviour is an applied behavioural science that is built on contributions
from a number of behavioural disciplines. The sciences of psychology, sociology, anthropology,
political science, engineering, management and medicine are the primary fields of study out
of which organisational behaviour has grown. Each of these sciences has had its own
importance and unique influence on the discipline of organisational behaviour.

11.6.1 Psychology

Psychology is the science of human behaviour and dates back to the closing decades of
the nineteenth century. Psychology traces its origins to philosophy and the science of

physiology. Psychology is the science that seeks to measure, explain and sometimes
change the behaviour of humans. Psychologists concern themselves with studying and

attempting to understand individual behaviour. 181
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fields, such as clinical, experimental, military, organisational and Psychology. The topics
in organisational psychology, which include work teams, work motivation, training and
development, power and leadership, human resource planning and workplace wellness,
are very similar to the topics covered by organisational behaviour.

Those who have contributed and continue to add to the knowledge of OB are learning
theorist, personality theorists, counseling psychologists and most important, industrial and
organisational psychologists. Industrial and organisational psychologists concern themselves
with problems of fatigue, boredom, perception, learning motivation, job satisfaction,
personality, performance appraisals, employee selection, job designing, work stress etc.

11.6.2 Medicine

It is the applied science of healing or treatment of diseases to enhance an individual's
health and well-being. Medicine embraces concern for both physical and psychological
health with the concern for the concern mental health dating back at least sixty years.
More recently, as the war against acute diseases is being won, medical attention has
shifted from the acute diseases such as influenza to the more chronic, such as
hypertension. Individual behaviour and lifestyle patterns play a more important role in
treating chronic diseases than in treating acute diseases. These trends have contributed
to the growth of wellness programmes in the context of corporate medicine. These
programmes have led to the increasing attention to medicine in organisational behaviour.

11.6.3 Sociology

Sociology, the science of society, has made important contributions to knowledge about
group and inter group dynamics in the study of organisational behaviour. Because sociology
takes the society rather than the individual as a point of departure, the sociologist is

concerned with the variety of roles within a society or culture, the norms and standards

of behaviour that emerge within societies and groups, and the examination of the

consequences of compliant and deviant behaviour within social group.

Sociologists have made their greatest contributions to organisational behaviour through
their study of group behaviour in organisations, particularly formal and complex
organisations. Some of the areas within organisational behaviour that have received
inputs from sociologist are group dynamics, design of work teams, organisational culture,
formal organisations theory and structure, organisational culture, formal organisation
theory and structure, organisational technology, bureaucracy, communications, power,
conflict and inter group behaviour.

11.6.4 Social Psychology

Social psychology is a branch of psychology which borrows concepts from psychology
and sociology. Saocial psychology focuses on the influence of people on one another.
Social psychologists have made significant contributions in the area of measuring,
understanding and changing attitudes; communication patterns; the way in which group
activities can satisfy individual needs, and group decision-making processes.

11.6.5 Engineering

Engineering has made important contributions to our understanding of the design of
work. By taking basic engineering ideas and applying them to human behaviour in work
organisations, Fredrick Taylor had a profound influence on the early years of the study
of organisational behaviour. Taylor's engineering background led him to place special
182 emphasis of human productivity and efficiency in work behaviour. His notions of



performance standards and differential piece- rate system have contributed to the growt
of organisational behaviour.

11.6.6 Management

Originally called administrative science, is a discipline concerned with the study of
overseeing activities and supervising people in organisations. It emphasizes the design,
implementation, and management of various administrative and organisational systems.
Management is the first discipline to take the modern corporation as the unit of analysis,
and this viewpoint distinguishes the discipline's contribution to the study of organisational
behaviour.

11.6.7 Anthropology

It is the science of human learned behaviour and is especially important to understand
organisational culture. Anthropologists study societies to learn about human beings and
their activities. Their work on cultures and environments has helped us understand
differences in fundamental values, attitudes, and behaviour between people in different
countries and within different organisations.

Cultural anthropology focuses on the origins of culture and the patterns of behaviour as
culture is communicated symbolically. Current research in this tradition has examined
the effects of efficient cultures on organisation performance and how pathological

personalities may lead to dysfunctional organisational cultures. Much of our current

understanding of organisational culture, organisational environments, and differences
between national cultures is the result of anthropologists.

11.6.8 Political Science

Political scientists study the behaviour of individual and groups within a political
environment. Political scientists have become increasingly aware that organisations are
political entities and if we are able to accurately explain and predict the behaviour of
people in organisations, we need to bring a political perspective to our analysis. The
contributions of political scientists are significant to the understanding of behaviour in
organisations.

11.6.9 The Organisational context

A complete understanding of organisational behaviour requires both an understanding of
human behaviour and an understanding of the organisational context within which human
behaviour is acted out. The organisational context is the specific setting within which
organisational behaviour is enacted. The organisational context includes:

1. Organisations as systemgrganisations are systems of interacting components,
which are people, tasks, technology and structure. These internal components also
interact with components in the organisation's task environment. Organisations as
open systems have people, technology, structure and purpose, which interact with
elements in the organisation's environment.

2. The Formal and Informal Organisation:The formal organisation is the part of
the system that has legitimacy and official recognition. The informal organisation is
the unofficial part of the organisation. The informal organisation was first fully
appreciated as a result of the Hawthorne studies conducted during the 1920's and
1930's. It was during the interview study, the third of the four Hawthorne studies,
that the researchers began to develop a fuller appreciation for the informal elements
of the Hawthorne works as an organisation.

ﬁrganisational Behaviour
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11.7 LET US SUM UP

Organisational behaviour (OB) is the systematic study of the actions and attitudes that
people exhibit within organisations. It is individual behaviour and group dynamics in
organisations. It has only been since the Industrial Revolution of the nineteenth century
that relatively large number of individuals have been required to work together in manager-
subordinate relationships. The major step on the way to current organisational behaviour
theory was the Human Relations Movement that began in the 1930's and continued in
various forms until the 1950's. The Human Relations Movement, popularized by Elton
Mayo and his famous Hawthorne studies conducted at the Hawthorne Plant of the
Western Electric Company, in many ways it remained the foundation of much of our
management thinking today. Today it is common to picture modern management theory
as a blend of the extremes of the principles contained in scientific management and
human relations, with each contributing valuable insights for managing organisations.
Regardless of one's interpretation of the Hawthorne experiments, or perceptions of their
social significance, that series of investigations stand as a monumental research study in
the field of organisational behaviour. Elton Mayo and his associates should be considered
as the founding fathers of modern organisational behaviour concepts. Organisational
behaviour is a blended discipline that has grown out of contributions from numerous
earlier fields of study. These interdisciplinary influences are the root for what is
increasingly recognized as the independent discipline of organisational behaviour.

11.8 LESSON END ACTIVITY

Why do you feel the Hawthorne studies make such an important historical contribution
to the study of organisational behaviour?

11.9 KEYWORDS

Organisational Behaviour
Scientific Management

Hawthorne Experiments

11.10 QUESTIONS FOR DISCUSSION

1. Define Organisational Behaviour.

2. ldentify and briefly summarize the major historical contributions to the human
relations movement.

3. How did Scientific Management Contribute to the development of Organisational
Behaviour theory?

4. How did the Human Relations Movement contribute to the development of
organisational behaviour theory?

5. Identify how eight disciplines have contributed to the development of organizational
behaviour.
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12.0 AIMS AND OBJECTIVES Personality

The purpose of this lesson is learning about personality and its relationships to organisational
behaviour. After studying this lesson you will be able to:

(1) define the term personality.
(2) identify the determinants of personality
(3) explain the theories of personality

(4) identify several personality characteristics and their influences on behaviours in
organisations.

(5) explain how personality is measured.
(6) match personality and job.

12.1 INTRODUCTION

When we talk of personality, we don't mean a person has charm, a positive attitude
toward life, a smiling face, or has won the "miss world" context. When psychologists talk
of personality, they mean a dynamic concept describing the growth and development of
a person's whole psychological system. The word personality has an interesting derivation.
It can be traced to the Latin words "per sonare" which translates as "to speak through".
The Latin term was used to denote the masks worn by actors in ancient Greece and
Rome. This Latin meaning is particularly relevant to the contemporary analysis of
personality. Personality traditionally refers to how people influence others through their
external appearances and actions. But for the psychologists personality includes -

i.  Eternal appearances and behaviour
i.  The inner awareness of self as a permanent organizing force, and
i.  The particular organization of measurable traits, both inner and outer.

Personality is an individual difference that lends consistency to a person's behaviour.
Personality is defined as a relatively stable set of characteristics that influence an
individual's behaviour. For our purposes, you should think of personality as the sum total
of ways in which an individual reacts and interacts with others. This is most often
described in terms of measurable personality traits that a person exhibits.

12.2 DEFINITION OF PERSONALITY

Though psychologists and social scientists unanimously agree to the importance of
personality, they are unable to come out with a unanimous definition. Many authorities
on the subject have defined personality in different ways. Some of the definitions are
reproduced below:

Probably the most meaningful approach would be to include both the person and the role
as Floyd L Ruch does in his definition. He states that:

"the human personality includes:

i.  External appearance and behaviour or social stimulus value

i.  Inner awareness of self as a permanent organizing force

i. ~ The particular pattern or organization of measurable traits, both "inner and "outer"."

Gordon Allport gave the most frequently used definition of personality nearly 70 years
ago. He said personality is "the dynamic organization within the individual of those

psychophysical systems that determine his unique adjustments to his environment". 187
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to fundamental approaches of persons to others and themselves. To most psychologists
and students of behaviour, this term refers to the study of the characteristic traits of an
individual, relationships between these traits and the way in which a person adjusts to
other people and situations".

According to Gluck - "Personality is a pattern of stable states and characteristics of a
person that influences his or her behaviour toward goal achievement. Each person has
unigue ways of protecting these states".

James D Thompson and Donald Van Houten define personality as - "a very diverse and
complex psychological concept. The word "personality" may mean something like
outgoing, invigorating interpersonal abilities ... but we must also recognize and explain
the fact that development results in man acquiring a distinctiveness or uniqueness which
gives him identity which enables him and us to recognize him as apart from others.
These distinguishing characteristics are summarized by the term personality".

From the above definitions we can say that personality is a very diverse and complex
psychological concept. It is concerned with external appearance and behaviour, self,
measurable traits, and situational interactions. The words of Clyde Kleeckholn and H. A

Murray can be used to sum up the meaning of this complex term personality whey they
said "that to some extent, a person's personality is like all other people's, like some other
people's, like no other people's ".

12.3 MAJOR DETERMINANTS OF PERSONALITY

What determines personality? Of all the complexities and unanswered questions in the
study of human behaviour, this question may be the most difficult. People are enormously
complex; their abilities and interests and attitudes are diverse. An early argument in
personality research was whether an individual's personality was the result of heredity
or environment. Was the personality predetermined at birth, or was it the result of the
individual's interaction with his or her environment? Personality appears to be a result of
both influences. Additionally, today we recognize another factor - the situation. The
problem lies in the fact the cognitive and psychological processes, plus many other
variables, all contribute to personality. The determinants of personality can perhaps best
be grouped in five broad categories: biological, cultural, family, social and situational.

12.3.1 Biological Factors
The study of the biological contributions to personality may be studied under three heads:

(a) Heredity: Heredity refers to those factors that were determined at conception.
Physical stature, facial attractiveness, sex, temperament, muscle composition and
reflexes, energy level, and biological rhythms are characteristics that are considered
to be inherent from one’s parents. The heredity approach argues that the ultimate
explanation of an individual's personality is the molecular structure of the genes,
located in the chromosomes.

Research on animals has showed that both physical and psychological characteristics
can be transmitted through heredity. But research on human beings is inadequate
to support this viewpoint. However, psychologists and geneticists have accepted
the fact that heredity plays an important role in one's personality.

(b) Brain: The second biological approach is to concentrate on the role that the brain
plays in personality. Though researchers make some promising inroads, the
psychologists are unable to prove empirically the contribution of human brain in
influencing personality. The most recent and exciting possibilities come from the
work done with electrical stimulation of the brain (ESB) and split-brain psychology.
Preliminary results from the electrical stimulation of the brain (ESB) research give



indication that better understanding of human personality and behaviour might come Personality
from the study of the brain. Work with ESB on human subjects is just beginning.

There seem to be definite pleasurable and painful areas in the human brain. This

being true, it may be possible physically to manipulate personality through ESB.

(c) BiofeedbackUntil recently, physiologists and psychologists felt that certain biological
functions such as brainwave patterns, gastric secretions, and fluctuations in blood
pressure and skin temperature were beyond conscious control. Now some scientists
believe that these involuntary functions can be consciously controlled through
biofeedback. In BFT the individual learns the internal rhythm of a particular body
process through electronic signals feedback from equipment that is wired to the
body area. From this biofeedback the person can learn to control the body process
in question. More research is needed on biofeedback before any definitive
conclusions can be drawn. But its potential impact could be extremely interesting
for th