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CHAPTER 

1 
MANAGEMENT SYSTEMS AND PROCESS 

LEARNING OBJECTIVES 

After studying this chapter. you should be able to: 

• ·Define management and its nature 

• Point out distinction between management and administration 

• List various functions of management 

INTRODUCTION 

Management is applicable everywhere and bas become the key to success in the modem world. 
Every organization requires making of decisions, coordination of activities, handJjng of people 
and control of operation directed towards its objectives. Numerous activities have their specific 
types of management problems and are discussed under such headings as fann management, 
management of health delivery systems, school management, public enterprise management. 
marketing management, production or operations managemetJtand others. All have certain elements 
in common. This book swnmarizes some of the essential concepts and techniques of management 
that are fundamental to various applications. 

Change is an important feature of modem organizations which are managed as open systems. 
Significant changes take place frequently in the economk technological, politicaJ and social 
environment of modem organizations. In order to keep pace with these changes, every organization 
requires information from the external environment and ensure healthy organization-environment 
interface. Certain recent changes such as revolution in information technology, liberalization of 
economy, trend towards globalization of economy, growth of multinational corporations, etc., 
have altered the relative oppornmities for managers. To achieve success in managing, a manager 
must have a thorough knowledge of management concepts, principles and techniques and possess 
skills to deal with the environmental forces effectively. 

DEFINITION OF MANAGEMENT 

It is. very difficult to give a precise meaning of the tenn ''Management'. In the management literature, 
we find a large number of definitions of management given by different authors. However. the 
different viewpoin.tS may be classified into the following categories, name.ly: 

(i) Management as an art of getting things done. 

(ii) Management as a process. 

(iii) Management as a group of managers. 

(iv) Management as a discipline 

Management as an Art of Getting Things Done 

Mary Parker Follect defined management as "the art of getting things done through others•·. This 
defi.nition emphasizes that the managers achieve organizational objectives by getting work done 
through the workers. It represents the traditional view of management under which workers are 
treated as a factor of production only. This defirution is incomplete in the present context. Its 
deficiencies are as follows: 

(1) This defirution is vague as it does not identify the functions which a manager has to perform 
to get results from others. 

(2) lt gives the impression of the manipulative character of the prac.tice of management. 

, 
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(3) The employees are merely treated as means for getting results. In o ther words, their position 

is like a cog in the wheel. Titis definition ignores the needs of the workers and does not offer 

them human treatments. 

The concept of getting things done through others further depicts that management is a sort of 

'one-way' ITaffic. The workers are supposed to do whatever they are told and they have no say in 

the organization. Such a view cannot be accepted, particularly when the employees are educated 

and have faith jn democracy. Therefore, the employees should not be treated as mere commodity 

or means to achieve certain ends. Their needs and aspirations should be given proper consideration. 

They must be satisfied to ensure their maximum contribution for the realization of organizational 

objectives. 

Thus, management is certainly more than just getting things done through others. It may be 

viewed as a technique of getting things done thro1,1gh others by satisfying their needs and 

providing them opportunities for growth and advancement. It is appropriate to quote Harol.d 

Koontz who defined management as " the art of getting things done through and with people in 

fonnally organized groups. It is the art of creating an environment in which people can perfonn as 

individuals and yet cooperate towards attainment of group goals". Further, managing involves 

certain functions such as planning, organization, staffing, leading and controlling. 

Management as a Process 

According to McFarland. ''Management is that process by which managers create, direct, maintain 

and operate pllqX>sive organizations through systematic, coordinated and cooperative human 
effort''. This definition gives us an idea about what the managers do, though it does not lay down 

the exact nomenclatures of the various functions of management. 

Henri Fayo1 viewed management as a process consisting of five functions which every manager 

perfonns. "To manage is to forecast and plan, to organize, to command, to coordinate, and to 

control''. However, modern authors do not view coordinatfon as a separate func tion of 

management They consider it as the essence of managing. 

Toe process of management involves the determination of objectives and putting them into 

action. In the words of George R. Terry, "Management is a distinct process consisting of activities 

of planrung, organizing. actuating and controlling, performed to determine and accomplish stated 

objectives with the use of human beings and other resources". This definition clearly identifies 

four functions of management. But modem trend is to classify managerial functions into five 

categories, viz., (i) planning, (ii) organizing, (iii) staffing, (iv) directing (actuation or leading) and 
(v) controlling. As shown in Fig. I, the six Ms, i.e., men and women (human resources), materials, 

machines, methods, money (capital) and mark.ets are utilized by the management to produce the 

goods and services desired by the society. 

The eJewents or functions of management are stated as foUows: 

(i) Planning: It means detennirung the objectives of the unit or activity. It also involves 

deciding in advance as to what is to be done, how and when. 

(ii) Organizing: It refers to identification of activities to be carried out, grouping of similar 

activities and creation of departments. Organization also leads to 

and responsibility relationships throughout the enterprise. 

creation of authority 

(ill) Staffing: It involves manpower planning, employment of personnel and their trairung, 

appraisal. remuneration, etc. 

(iv) Directing: lt is a very broad function concerned with the interpersonal relations. It iocludes 

communication with subordinates, providing them leadership and also 111otivating them. 

{v) Controlling: It refers to comparing the actual perfonnance with the plans or standards. 
2 Corrective steps are taken whep the actual performance is not up to the mark. 
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Management is called a process because it comprises a series of functions that lead to the 
achievement of certain objectives. As shown in Figure 2, it is a continuous process consisting of 
planning, organizing, staffing, directing and controlling. When a manager reaches the last spent, 
viz., con1rol, his job does not end here. He will agrun start with planning on the basis of his 
observations and experience and his projection a bout the future. One can't say that a manager 
will organize only when the job of planning is over or will direct only when the stage of organizing 
is complete. Jn practice, a manager has to perfo1m these functions simultaneously to achieve the 
desired objectives. Thus, management is a never-ending process. 

/ ... p~f~,~ 
Controlling - - ,_ - ..> - oi'ganising 

( 

4'- ,./ \ ... -" ) 
I / , , ., ., \ I 

I / .,V, \ I 
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Figure 2: Management as a Continuous Process 

As a process, management has two broad features: 

(i) Management as a Continuous Process: It does not stop anywhere. When a manager 
reaches the last step. viz., control, his job does not end here. Actually, he will agrun start 
with planning on the basis of his past observations and experience alongwith his projection 
about the future. 

(li) The Functions of Management are Interdependent and Interrelated: There is an interaction 
between the functions as shown by dotted arrows in Figure 2. Moreover, in actual practice, 
there is no rigid sequence of the functions o f management. Every manager has to perfonn 
these functions simultaneously to achieve the objectives of his unit. 

Management as a Group of Managers 

The tenn 'management' is frequently used to denote a group of managerial personnel. When one 
says that 'management of this company is very efficient', it is implied that the persons who are 
looking after the affairs of the company are very efficient. Thus, management is the body or group 
of people which performs certain managerial functions for the accomplishment of predetermined 
goals. These people are individually known as 'managers'. 

A manager is a person who performs the managerial functions of planning, organizing, staffing, 
directing, and controlling. Since a manager performs the managerial functions, he is a member of 

the management. Used in this sense, management may be termed as the group of managerial 
personnel. But in practice, the term 'management' is used to denote the top management of the 
organization. It is the top management which is concerned with goal detennination, strategic 
planning, policy formulation and overall control of the organization. 

Management Systems 
and Process 
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Management has been widely recognized as a discipline or field of study. It is taught as a specialized 
branch of knowledge in educational inslitutions. As a field of study, the subject includes 
management concepts, principles, techniques and skills. Management is a multi-disciplinary 
discipline. It has drawn heavily from Anthropology, Psychology, Sodology, etc. Aft.er obtaining 
a diploma or degree in management, a person can try for a managerial job. 

Management is both an art and a science. The knowledge, skills, techniques and principles which 
managers use ,in managing are broadly referred to as the 'fields of management'. Jt is regarded as 
an art because the performance of managerial functions requires certain skills which area personal 
possession. Management is recognize4 as a science because it has developed certain principles, 
generalizations and techniques which have more or less universal application. That is why, it is 
taught in universities and other institutions as a discjpline. As a discipline, it consists of a specific 
body of knowledge which the students of management study. Thus, if one says that he is a 
student of management, it is obvious that he is studying a particular field of learning. 

NATURE OF MANAGEMENT 

Management is a distinct activity having the following salient features or characteristics: 

I. Economic Resource: Management is an important economfo resource together with land, 
labour and capital. As industrialization grows, the. need for managers increases. Efficient 
management is the most critical input in the success of any organized group activity as it is 
the force which assembles and integrates other factors of production, namely, labour, capital 
and materials. lnputs of labour, capital and materials do not by themselves ensure production, 
they require the catalyst of management to produce goods and services required by the 
society. 11ms, management is an essential ingredient of an organization. 

2. Goal Oriented: Management is a putp<>sefuJ activity. It coordinates the efforts of worke('S 
to achieve the goals of the organization. The success of management is measured by the 
extent to which the organizational goals are achieved. It is imperative that the organizational 
goals must be weU defined and properly understood by the managers at various levels. 

3. Distinct Process: Management is a distinct process consisting of such functions as 
planning, organizing, staffing, directing, and controWng. These functions are so interwoven 
that it is not possible to lay down exactly the sequence of various functions or their relative 
significance. ln essence, the process of management involves decision making and putting 
of decisions into practice, 

4, Integrative Force: The essence of management is integration of human and other resow-ces 
to achieve the desired objectives. All these resources are made available to those who 
manage. Managers apply knowledge. experience and management principles for getting 
the results from the workers by the use of non-hwnao resources. Managers also seek to 
harmonize the individuals goals with the organizational goals for the smooth worldng of the 
organization. 

5. Intangible Force: Management has been called an unseen force. Its presence is evidenced 
by the result of iLS efforts - orderliness, infonned employees, buoyant spirit and adequate 
work output. Thus, feeling of management is result-oriented. One may not see with the 
naked eyes the functioning of management but its results are apparently known. People 
often remark of the effectiveness (or ineffectiveness) of management on the basis of the 
end results, although, they can't observe it during operation: · 

6. Results through Others: The managers cannot do everything themselves, Tbey must 
have the necessary ability and skills to get work accomplished through the efforts of 
others. They must motivate the subordinates for the accomplishment of the tasks assigned 
to them. 

A Science and an Art: Management has an organized body of knowledge consisting of well 
defined concepts, principJes and techniques which have wide applications, So it is treated 
as a science. The application of these concepts, princlples and techniques requires 



specialized knowledge and skills on the part of the manager. Since the sldUs acquired by a 

manager are his personal possession, management is viewed as an aJ!. 

8. System of Authority: Management as_~.team q_f managers represents a system of authority 
or a hierarchy of command and conlrol. Managers at different levels possess varying 

degrees of authority which gets gradually reduced as you go down in the hierarchy. Authority 
enables the managers to perfonn their functions effectively. 

9. Multidisciplinary Subject: Management has grown as a field of study (i.e., discipline) 
taJcing the help of so many other disciplines such as Engineering, Anthropology, Sociology 

and Psychology. Much of the management literature is the result of the association of these 

disciplines. For instance, productivity orientation drew its inspiration from Industrial 
Engineering and human relations orientation from Psychology. Similarly, Sociology and 
Operations Research have also contributed to the development of management science, 

10. Universal Application: Management is universal in character. The principles and techniques 
of management are equally applicab1e in the fields of business, education, military. 

government and hospital. Henri Fayol suggested that principles are working guidelines 

which are 0exible and capable of adaptation by every organization where the efforts of 
human beings are to be coordinated. 

MANAGEMENT ._ A SCIENCE AND AN ART 

Management has come to be recognized as a science recently. Prior to this, the knowledge of the 
practices of management was not systematically organized and experience was the only way to 
acquire the skills of managing. But now management has been given the shape of an organiz.ed 

body of knowledge by the management practitioners and scholars. This organized body of 

knowledge has its own distinct boundaries and fields of activity. Tis study helps in gaining a 

rational approach to the development of means for accomplishing certain goals. That is why, 

management is called a science. 

As a Science 

Science is a systematically organized body of knowledge based on proper findings and exact 
principles and is capable of verification. It is a reservoir of fundamental truths and its findings 

apply safely in all the situations. The generalizations are made on the basis of empirical studies 
and so they may be applicable in future also. Any subject which is scientifically developed and 

consists a subject should have the following characteristics; 

(i) It should have a systematized body of knowledge including concepts, principles and 

theories. 

(ii) It should have a method of scientific enquiry. 

(iii) It sh9uld establish cause and effect relationships. 

(iv) Its principles should be verifiable. 

(v) It should ensure predictable results. 

(vi) It should have uni-versa! application. 

It can' t be denied that management has a systematized body of knowledge pertaining to its field. 

But management is .not as exact a science as other p~ysical science like Astronomy, Physics, 
Chemistry. Biology, etc., are, The main reason for the inexactness of science of management is 
that it deals with the people and it is very difficult to predict thelr behaviour accurately. Since it is 

a social process, it falls in the area of"Social Sciences". Management is a universal phenomenon, 
but its theories and principles may produce different results in different situations. Management 

is a behavioural science. Its principles and_ theories are situation bound because of which thei.r 

applicability does not necessarily lead to i.he same results every time. That is why, Earnest Dale 

bas called managemoota 'soft' science. 

Management Systems 
and Process 
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As an Art 

Art is the bringing about a desired result through the application of skms. It is concerned with the 
application of knowledge and skills. If a science is learnt, an art is practised. Stated differently, 
science is to seek knowledge and art is to apply knowledge. Thus, an art has the following 
features: 

(i) It denotes personal skills in a particular field of human activity. 

(ii) It sjgnifies practical knowledge. 

(iii) It helps in acltieving concrete results. 

(iv) It is creative in nature. 

Every manager has to apply certain knowledge and ski)ls while dealing with the people to achieve 
the desire<! results. Management is one of the most creative arts as it requires a vast knowledge 
and cenain innovating, initiating, implementing and integrating skills in relation to goals, resources. 
techniques and results. Welding and moulding the behaviour of people at work towards 
achievement of certain goals in a changing environment is an art of the hjghest order. As an art, 

management calls for a corpus of abilities, skills and judgement and a continuous practice of 
managemen.t concepts and principles. 

A manager is an artist because he applies the knowledge gained from the study of science of 
management for managing human and other resources. A person cannot be called a manager if he 

does not have the skills to apply lbe knowledge of management. Thus, managing does involve 
the use of know-how and skills for the achievement of concrete results. Like any art, management 
is creative in the sense that managers create new concepts and practices for further improvement. 
The creative managers make things happen. 

From the above discussion, we can say tbac management is both a science and an art. It is 

considered a science because it bas an organized ·body of knowledge which contains certain 
universal truths. It is also called an art because managing requires certain skills which are the 

personal possession of the managers. 

Science provides the knowledge about certain things and art teaches to do certain things by the 
application of knowledge and skills. For instance, a medical doctor acquires the knowledge in 
chemistry, biology and anatomy, but the knowledge does not make rum a good physician. He has 
to apply his knowledge intelligently. His skill in perceiving how and when to use his ·knowledge 

is very important to make him a good physician. Similarly, a manager to be successful must 
acquire the knowledge of science of management and also leam to apply this knowledge. A 
manager should be an applied scientist. He should possess not only specialized knowledge of 
management., but also the skill to put his knowledge into practice. Just as a doctor uses his 
knowledge to cure his pat.ients, a manager shou)d use his knowledge to solve the problems in 

managing men, materials, machines, methods and money. 

It has been aptly remarked that management is the oldest of arts and youngest of sciences. 
Management is as old as the civilization. But ilS emergence as a scientific field of enquiry is 

comparatively new. 

MANAGEMENT - AN EMERGING PROFESSION 

The professionals enjoy high status in every society. Individuals desire to join a profession like 
medicine, chartered accountant, engineering and law. There has been a growing trend towards 
professionalisation of management. primarily, because of the desire of business leaders for social 

status and recognition. 

A profession may be defined as an occupation backed by specialized knowledge and training, 

whose code of conduct is regulated by a professional body and which is duly recognized by the 
society. The basic requirements of a profession are as follows: 

I. Knowledge: A substantial a nd expanding body of knowledge and in.formation fo the 
concerned field. 



2. Competent Application: Skilled and judicious utiJfaa1ion of knowledge in the solution of 
complex and important problems. This requires education and training in the specified field. 

3. ProfessionaJ Body: Regulation of entry into the profession and conduct of members by the 
representative body. 

4. Self Cootrol: An established code of conduct enforced by the profession·s membership. 

5. Social Responsibility: Primarily motivated by the desire to serve others and the community. 

6. Community Approval: Recognition of professional status by the society. 

Does management satisfy the tests of a profession? The application of the above tests or criteria 
to management is examined below: 

\ 1(i) Specialized Knowledge: There exists a rapid expanding body of knowledge underlying the 
field of management. Since the beginning of this century, many thinkers on management 
have contributed to the field of management. Now we have systematic body of knowledge 
that can be used for the development of managers. Management is widely taught in the 
universities and other educational institutions as a discipline. 

(ii) Competent Application-Education and Training: MBAs are generally preferred for 
managerial jobs, though MBA degree is not necessary to enter this profession. Persons 
with degree in p$ychology, engineering, etc., can also take up managerial jobs. Thus, there 
are no standard qualifications for managers. 

(iii) Managerial Skills can1t be Learnt by Trial and Error Method: To be a successful manager, 
it is essential to acquire management skills through formal education and training. Many 
institutes of management have been functioning in India and other countries which offer 
MBA and other courses in management. 

(iv) Professional Body: For the regulation of any profession, the existence of a representative 
body is a must. For example, the lnstitute of Chartered Accountants of 1.ndia lays down I.he 
standards of education and training for those who want to enter the accounting profession. 
Some 0.1:gani:iations such as the Indian Maoagemem Association and the AJI India 
Management Association have been set up in India. But none of these have any legal 
authority to prescribe minimum qualifications for talang up managerial posts or to regulate 
the conduct of managers as is the case with the Medical Council of India and Bar Council 
of India. . 

(v) Self-Control or Code of Conduct: Every profession must have a code of conduct which 
prescribes norms of professional ethics for its members, But there is no universally accepted 
code of conduct for the practising managers. The All Tmiia Management Association has 
prescribed a code for managers, but it has no power to take action against any manager who 
does not follow this code. 

(vi) Social Responsibility: Managers of today recognize their social responsibilities towards 
customers, workers and other groups. Their actions are influenced by social norms and 
values. That is why. managers enjoy a respectable position in the society as is the case with 
doctors, chartered accountants, etc. 

(vii) Sociecy's Approval: The mimagers of modem organizations enjoy respect in the society. 
There is typically a positive correlation between a manager's rank and his status in the 
organization where he is working. This status tends to affect the manager's status outside 
the organization. Thus, community approves management as a profession. 

It seems presumptuous to classify management as a profession. By all the bench marks, the 
professionalisation of management is still far from complete. It meets the above criteria of a 
profession only partially as discussed below: 

(i) Though management bas a well defined body of knowledge, it is difficult to say whether 
management meets the criterion of competent application. lt is not obligatory co p ossess 
specific qualifications for being appointed as a manager. But to practice law one has to be 
a graduate in the Laws. Similar is the) position with the medical profession. Education and 
training in mana_gement are also getting importance day by day in the industrial world. 

Management Systems 
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(ii) There is no professional body to regulate the educational and training standards of the 
managers. For instance, there is Bar Council of India to regulate the legal profession. It is 
encouraging to note that management associations are growing fast throughout the world. 

· It is expected that they will be able to develop norms of behaviour for the practicing 
managers. 

(iii) Management does not satisfy the test of self-controls as there is no central body to lay 
down and enforce professional standards and code of conduct for the managers. Thus, it 
may be concluded that management ~foes not fulfil all the requirements of a profession. 
Therefore, it can't be fully recognized as a profession. However, it is moving in that direction 
because: 

• The field of management is supported by a well-defined body of knowledge that can be 
taught and learnt. 

• · Management of modem organizations requires competent application of management 
principles, tecliniques and skills. Thus, there is a great need of formal education and training 
in management. That is why, the demand for management degrees is increasing rapidly. 

• Managers are aware of their social responsibilities towards various groups of the society. 
In their actions, they are guided by their social obligations rather than their personal interests. 

St1Hk11t \l·th it~ I 
Prepare an assignment: 

1. "Every Manager spends a part of his time in performing administrative management 
functions and the remaining time on operative management functions." 

Support this statement elaborately and state the difference between management 
and administration. 

Professionalisation of Management in India 

There is a strong oase for professionalisation of management in India because of the foUowing 

reasons: 

(i) Professionalisation will define the duties and responsibilities of managers precisely. This 
will help in laying down standards of education and training for future mangers. 

(ii) Professionalisation would improve the quality of management education and training. More 

talented and dynamic young persons would be attracted to adopt management as a career. 

(iii) Professiooalisation would help in regulating the conduct of professional managers. This 
would strengthen ethical practices by the organizations. 

(iv) Professionalisation of management would improve the starus and prestige of managers. It 
would remove the impression that managers are interested only in maximizing wealth of 

shareholders. They would be seen as catalyst of change in the economy. 

(v) Business environment in future will be more chalJenging because of technological 

innovations, abrupt changes in economic policies of the government, rise of multinational 

corporations and increasing consciousness on the part of consumers and workers. Only 

the professional managers would be able to meet such challenges. 

Besides the above factors, two more factors have contributed to the move towards 

professionalisation of management in India. First, the growth of private sector has been faster 

than that of the business families controlling about three-fourth of the private sector. Secondly, 

the growth of the public sector has given an honourable place to the professional managers in the 

industrial enterprises run by the Government. 

It has come to be realized in India that management is a key factor in the development of the 

economy. Social and economic transformation is taking place at a very rapid speed. The 

expectations of the people from the business have changed and they have found the ways to 



express their expectations. People and their elected representatives have made the business 

enterprises understand their social obligations.· No business enterprise can perfonn its social 
obligations unless it is managed by professional managers. Moreover, management of industrial 
enterprises has become a very complex job because of a number of factors including tough 
competition in the market, growth of trade union movement, increase in literacy level of the 
worker, and increasing participation of Government in bosiness. All these factors have given way 
to the professionalisation of management in our country. 

Formal education and training in management is being imparted to the students at various 
universities and institutes. The Institute of Chartered Management Association has also been 
established for the benchmarking of management education and development of future managers. 
The company form of business organization has gained popularity. The divorce between 
management and ownership of companies has increased the need for professional managers. 
Even the owner-managed companies and other enterprises employ professional managers because 
of the specialized lcnowledgernquired in managing the different areas of business like production, 
finance, personnel, marketing, etc. In short, it can be said that professional status for management 
in India is assured because it will satisfy all the elements of a profession in the future. The society 
has also started recognizing management as a profession. 

1t is a pity that management development programmes run by the so called management institutes 
have been very costly. Quite often, advertisements are inserted in newspapers and professjonal 
journals inviting the practising managers or executives to participate in such programmes. The 
fee is within the range of Rs 20,000/- to Rs 50,000/- for some programmes of four to five days which 
are conducted in five star hotels. Naturally, the participants are drawn from big organizations 
which pay for the expenses incurred by their employees in attending such programmes. It is 
djfficult lo say that the participants and their organizations are really benefited from the so called 
Executive Development Programmes. The 'five stat culture' has evolved at the cost of the 
shareholders, workers and customers of big business houses in the name of professionalisation 
of management. 

MANAGEMENT VS ADMINISTRATION . 

There has been some cona-oversy over the use of the terms 'management' , 'administration' and 
'organization'. At the.outset, it may be poi'nted out that organization is a narrower tenn as compared 
to the management process. The organization function of man.agement deals with the division of 
work among individua!s1 creation of structwe of relationship in terms of authority and responsibility 
and laying down the channels of communication. 

A debate is very often raise(I as to whether or not there is a difference between 'management' and 
'administration '. Conflicting views by various authors have led to some confusion over the use 
of these tenns. American autl'lors like Ordway Tead, Shulze, Oliver Sheldon and William Spriegel 
considered administration as a broader activity and management as a narrower activity. But 
British authors like Bench and Kimball and Kimball considered management wider than 
administration. The latest view is that there is no distinction between the two tenns. Thus, the 
debate over the tise of the tenns management and administration has given rise to thiee viewpoints: 

l. Administration is a hjgher level function concerned with the determination of policies 
whereas management with the implementation of policies, 

2 Management is a- generic tenn and includes administration. 

3. There is no d.istriction between management and administration and both the terms are 
used interchangeably. 

I. Administration is a ffigber-Level Function: The first viewpoint considers administration 
a~ a detenninative function and management as an executjve function. William Newman, 
William R. Spriegel, Oliver Sheldon and Ordway Thad believe that admi.nisttation involves 
the overaJI setting of major objectives, detennination of policies. identifying of general 
purpose, laying down broad programmes, major projects and so forth. Management, 
according to them, refers essentially to the executive function, i.e., the active direction of 
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human efforts with a view to getting things done. Thus, it could be said that administration, 

by an~ large, i\ more determinative, whereas management, by and large, is essentially 
execunve. 

Management is a Generic Tenn: The second viewpo1nt regards management as a generic 
' Lenn including adminislration. Accordirig 'to Brech, "Management is a social process entailing 

responsibility for the effective and economical planning and regulation of the operation of 
an enterprise in fulfillment of a given purpose. Administration \S that part of management 
which is concerned with the installation and carrying out of the procedures by which the 
programme is laid down and communicated and the progress of activities is regulated and 
checked against plans". Thus, Brech conceived aciministration as a part of management. 
Kimball and Kimball also subscribed lo this view. According lo these rhanagemenl scientists, 
'management' is put at the same pedestal at which Spriegel, Oliver, Sheldon, Shulze and 
Ordway Tead have put 'Administration'. Thus, the first and the second viewpoints are 
exactly opposite to one another. 

3. Management and Administration are Synonymous Terms: The modem viewpoint is that 
there is no distinction between the tenns 'management' and 'administration' . Usage also 
provides no distinction between these terms. The term 'management' is used for ttigher 
executive functions like determinati'on of policies, planning, organizing, directing and 
controlling in the business circles while the tem, ' administration' is used for the same set of 
functions in the Government circles. So there is no difference between these two tenns and 
they are often used interchangeably. 

The distinction between management and administration may be of academic interest but in 
practical life this distinction seems superfluous. Even if we accept the distinction made by Sheldon 
or Tead, it will be very difficult to demarcate between the so-called administrative and managerial 
functions because the same set of persons perfonn these functions . 

. In order to do away with the controversy, we can classify managemenl into (i) administrative 
management, and (ii) operative management. Administrative management is primarily .concerned 
with laying downs policies and determination of goals whereas operative management is concerned 
with the implementation of the policies for the achievement of goals. But both these functions, 
i.e., framing of policies and executing them, are perlonned by the same set or group of individuals 
known as managers. 

Fig. 3 shows that every manager spends a part of his time in peti'orming administrative management 
functions and the remaining time on operative management functions. However, the managers 
who are higher up in the hierarchy devote more time on administrative functions. They are known 
as 'top management'. Top management devotes a major portion of its time in determination of 
objectives and laying down of policies. Managers at the lower levels in the hierarchy devote 
comparatively less time on administrative functions and they are concerned more with directing, 
coorcUnating and ,control functions of management for the ll{;hievement of organiz.ational objectives. 
This approach of viewing the 'management' is more practical because we do not need two groups 
of peopJe to discharge admi.nistrative and operative management functions. In fact, every manager 
perfonns all the managerial functions though emphasis is different at various levels. 

Top Management 

Middle Managemeni 

Lower Management 

Figure 3:Managemeotand AchninNration 



Table J: Dirference between Management and Administration 

Basis - Management Adminis tration 

I. Meaning Management means getting the Adminlstration is concerned with the 
work done through and with formulation or objectives, plans and 
others. policies of the organisation. 

2. Nature or Work Management refers lo execution Administration relates to decision 
of decisions. It is a doing Function. making. It is a thinking function. 

J . Decision making Management decides who shall Administration determines what ls 10 

implement the administra tive be done and when it is to be done, 
decisions . 

4 . Stams Management is rele vant at lower Administration refers to higher leve ls 
levels of management. of management. 

5. Usage of Term The term ' managemeor· is wid- The term 'administration' is often 
ely used. in business orgaoisat- associated witb government offices. 
ions in the private sector. public sector and non-business 

organisations. 

" If you ask a manager what be does, he will most likely tell you that be plans, organizes, 
command co-ordinates, and controls. Then watch what he does. Then relate what you 
see to these five words". Explain it elaborately 

FUNCTIONS OF MANAGEMENT 

Management of a modem business enterprise is a complex process. It is very difficult to understand 
the real nature of th.is process without studying its various facets. In the proces~ of managing, a 
manager_~rforms various functions for the achievement of pre-determined objectives. Many 
authqrities and scholars on management have discussed the functions of management But there 
is no unanimity among them about the nomenclatures of the functions of management. 

It was Henri Fayol who gave for the first time a functional definition of management. According to 
him., "To manage is to forecast and plan, to organize, to command, to coordinate and to control" . 
Thus, fayoJ. analyzed the. following five functions of management: (i) Forecasting and plannjng, 
(ii) Organizing, (iii) Commanding, (iv) Coordination, and(v) CQntrol. 

Ralph Davis classified managerial functions into three categories, viz., planning, organizing and 
control. He was of rhe view that command and coordfoation facilitate control and, therefore, 
should be considered as parts of it. However, some authors argue that coordination is not a 
separate function as it is the essence of management 

LutherGulik coined the word 'PODSCORB' to describe the functions of management. This word 
is made up of the initials of following functions, namely, (i) pJanning, (ii) organizing, (iii) directing, 
(iv) staffing, (v) coordinating, (vi) reporting, and (vii) budgeting. Thus, we can say that there is no 
universally accepted classification of managerial functions. Bui at the same time, it is significant 
to note that though there is disagreement over the grouping and classification of management 
functions, there is general agreement that certain functions exist. 

Joseph Massie prescribed a list of seven functions of management, namely, decision maldng, 
organizing, staffing. planning, controlling, communicating and directing. G R. Terry described 
managerial functions under four heads, which are: planning , organizing, actuating, and controlling. 
Koontz and O'Donnell have adopted the followiJ\g classification: planning, organizing, staffing, 
directing and controlling. They have further said, "In practice, it is not always possible to place all 
managerial activities neatly into these categories since the functions tend to coalesce''. 

The basic reason for so many classifications of ftmcrions of management is that different authors 
discussed them by studying different organizations. Even if we accept any one of these 

· .. , 
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classifications, it should be kept in m.ind that these functions are not independent and they 
frequently overlap each other. l-Jowevet, for the purpose of analysis of management process. we 
can divide the management functions into: ( 1) planning, (2) organizing, (3) staffing, ( 4) directing 
and (5) controlling. These functions are briefly described below: 

Planning 

"Planning is a mental process requiring the use of intellecruaJ faculties, foresight and sound 
judgement. It is the detennination of a course of action to acbi~ve the desired result". It is the 
selecting and relating of facts and the making an.d using of assumptions regarding the future in 
the visua]ization and formation of proposed activities believed necessary to achieve desired 
results. It involves deciding in advance what co do, when to do it, where to do it, how to do it and 
who is to do it and how the results are to be evaluated. Thus. planning denotes the systematic 
thinking about the ways and means for the accomplishment of predetermined objectives. Goals or 
objectives have to be clarified first before taJcing any other decision. Goals provide the basis for 
looking into the future and for evaluating the performance with the predetermined standards. 

Planning bridges the gap between where we are to where we want to be. ll is a pre-requisite to 
doing anything. Systematic planning is necessary for any business activity, otherwise it wilJ be 
done in a haphazard manner. Proper planning is a must to ensure effective utilization of human 
and non-human resources to achieve the desired goals. It has to be done at all levels of 
management. The process of planning involves the following steps: 

(i) detennination of goals or objectives of the enterprise 

(ii) forecasting of future environment 

(iii) search of alternative courses of action 

(iv) evaluation of various alternatives and formulation of a plan 

(v) formulation of policies and procedures 

(vi) preparation of schedules, programmes, and budgets. 

Organizing 

Organizing is an important activity by which management brings together the human and material 
resources for the achievement of pre-detennined objectives. O(ganization helps in establishing 
relationships among the members of the enterprise. The relationships are created in terms of 
authority and responsibility. Each member in the organization is assigned a specific responsibility 
or duty to perform and is granted th.e corresponding authority to perform his duty: 

In the words of Louis A. Allen, "Organization 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 organizational objectives". Thus, organizing 
involves the determination of activities to be performed, groupmg them and assigning them lO 

various individuals and creating a structure of authority and responsibility among the individuals 
to achieve the organizational goa1s. Organization involves the following steps: 

(i) Identification of activities required for the achievement of objectives and implementation of 
plans. 

(ii) Grouping of activities so as to create welJ defined jobs. 

(iii) Assignment of jobs to employees. 

(iv) Delegation of aut11ority to subordinates. 

(v) Establishment of authorify-responsibility relatio,nshlps through out the organization. 

St.affing 

The staffing function of management pertains to recruitment, selection, training, development, 
and appraisaJ of personnel. There is a controversy whether staffing is a function of every manager 
in the organization as there is a specializing personnel department in every organization. Since 
every manager is concerned with management of human rooources, be must perform the staffing 



function. In fact, every manager is associated with the employmenL training and appraisal of 
human resources. The personnel department is set up to provide the necessary help to managers 
in perfonning their staffing or personnel function efficiently. 

Some authors do not view staffi~g as a separate function of management. They argue that it is 
part of organizing since it involves manning the positions created by organization process. 11 is 
also viewed by some as a part of direction as staffing activities are closely related to leadership, 

\ 
communication and motivation. However, in this book, staffing has been taken as a distinct 
function in view of the need to employ right type of people and to train and develop them for the 
well-being of the orga11ization. 

Directing 

The term 'directing' or 'direction' is generally used in every walk of life. It has got a wide 
interpretation these days. It is no more restricted to 'commanding' as viewed by Henri Fayol. Ln 
the words of Marshall, "Directing involves determining the course, giving orders and instruction~ 
and providing dynamic leadership". It relates to those activities which deal directly with influencing, 
guiding_, supervising and motivating subordinates in their jobs. Thus, this function does not 
cease with mere issuance of directives. According to G.R. Terry, "Directing means moving to 
action and supplying stimulative power to group of persons". Thus, directing involves issuing 
instructions (or communication) to the subordinates, guiding, motivating and supervising them. 
These sub-functions of directing are discussed below: 

(a) Communication: Communication is the process of passing information and understanding 
from one person to another. This process is necessary for making the subordinates 
understand what the management e.-xpecls from them. A manager has always lo teU lhe 
subordinates what to do, how to do it and when to do it. He has to create an understanding 
in their minds with regard to these things. Communication is a twerway process. A manager 
to be successful must develop an effective system of communication so that he may issue 
instructions, receive the reactions of·the subordinates, and guide and motivate them. 

(b) Leadership: A manager must perfonn the function of leadership ifhe is to guide the people 
effectively for the achievement of organizational objectives. Leadership may be defined as 
the process by which a manager guides and influences the behaviour of his subordinates. 
A manager must possess the leadership qualities if he has to get others to follow him and 
accept his directions. He should also build up confidence and zeal to wor.k alongwith the 
subordinates. 

(c) Motivation: A manager can get the desired results from the people working in the organization 
through proper stimulation or motivation, Motivation means inspiring the subordinates 
with a t.eaJ to do work for the accomplishment of o.rganizationaJ objectives. MotivatiM of 
subordinates is necessary for getting voluntary cooperation of the subordfaates. Different 
people are motivated by different types of rewards. The manager should study the behaviour 
of individuals working under him to provide them proper inducements. To some financial 
incentives are important while others are motivated by nonpecuniary incentives like job 
security, job enlargement, freedom to work and recognition by peers and management. 

Controlling 

The function of controlling deals with the measurement and correction of the perfonnance of 
subordinates against the pre-detem,.ined standards. E.F.L. Brech defined control as the process 
of checking actual performance against the agreed standards with a view to ensuring satisfactory 
perfonnance. Fayol viewed control as verifying whether everything occurs in confonnity with the 
plans adopted , the instructions issued and principles established. Controlling leads to taking 
corrective action if the resuHs do not conform to plans. 

The process of control involves the folJowing steps: 

(i) Establishment of Standards: The management must establish standards wil11 which the 
actual performance of the subordinates will be compared. The standards of perfonnance 
should be laid down in unambiguous terms and should be understood by everyone in the 
establishment. 
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(ii) Measurement of Performance: The actual performance of each unit and employee has to 
be measured in terms of quantity, quality, cost and time. 

(iii) Appraisal of Performance: The establishment of standards has no meaning unless they 
are used in actual practice. The management must provide for comparing the actual 
performance with the pre-established standards. The deviations from the standards should 
be recorded and brought to the knowledge of the management. 

(iv) Taking Corrective Action: When the deviations from the standards are reported to the 
management, it must take corrective action so that such dev.iations do not occur again. 
While talcing corrective steps, management should also consider the improvement of plans 
and standards. 

SIGNIFICANCE OF MANAGEMENT 

There is no substitute for management in modem organizations.As remarked by Perter'F. Drucker, 
"Management is the dynamic, life-giving element in every business. Without it the resources of 
production remain resources and never become production''. An organization may have raw 
materials, machines, human resources and other factors. but these can't produce want satisfying 
products unless they are efficiently managed. Managers act as catalyst to make productive use of 
various r:esources for the accomplishment of organizational o~jectives. 

Managing is an essential activity irr every sphere of organized activity. The efficient management 
of human and physical resources is essential for the achievement of objectives of any group. 
Management pervades virtually ever:y aspect of organized life. It is a process of taking certain 
decisions and putting them into action. 

Both these activities, i.e. deciding and doing, are very important in every field of life. The significance 
of management wiJI be more clear by going through the following points: 

1. Determination of Objectives: Toe objectives of any organization are determined by the 
milnagement. They are put into writing and communicated to all employees in the 
organization. No organization can succeed in its mission unless its objectives are identified 
and well defined. 

2 Achievement of Objectives: Management is an important force for the accomplishment of 
the objectives of any group. Toe perfect coordination and integration of human and non­
human resources is brought about by the management or the individuals known as 
'managers'. Managers reconcile the objectives of the enterprise and those of the individuals 
comprising it. They direct and coordinate the activities of individuals in the use of physical 
resources for the achievement of pre-determined goals. 

3. 

4. 

5. 

6. 

Efficient management provides leadership to the business and helps in achieving its 
objectives. Managing is no more restricted to the mere exercise of authority; it also involves 
scientific thinking, deciding and thoughtful organization, direction and control to ensure 
better results. 

Efficient Use of Resources: Toe r:ole of professional managers has increased these days. 
They can ensure the efficient use of various resources and increase the productivity of the 
enterprise. Thus, expen managers can lead the business towards growth and prosperity. 

Coordinated Human Efforts: Management provides leadership and guidance to the workers. 
It also motivates them· with the help of various incentive schemes. It reconciles their personal 
interests with the organizational objectives. This leads to better coordination among 'the 
human resources. This will improve the productivity of the organization. 

Meeting Challenges: Management is the brain of any enterprise. All the policy decision are 
taken by it. Management keeps itself in touch with the current environment and supplies 
foresight to Lhe enterprise. It helps in predicting what is going to happen in future which 
will influence the working of the enterprise. It also talces steps to ensure that the enterprise 
is able to meet the demands of changing environment. 

Economic Development: According to Peter Drucker, "Management is the crocial factor in 
economic and socjaJ development". The ex:perience of India fully ilh,1st1;ates Drucker's 

' 



viewpoint. Indian economic history prior to her independence clearly reveals that there was 
no lack of human and material resources in India, but certainly there was lack of managerial 
personnel who could exploit the material resources with the help of human resources. 

The development of country is virtualJy dependent upon the quaJity of management of its 
resources. 1t is only efficient management which enables the developing nations to make better 
use of material and human resources for economic developmenl In fact, management is "the 
single most critical social activity in connection with economic progress. Physical, financial and 
manpower resources are by themselves only passive agents; they must be effectively combined 
and coordinated through sound and effective management if a country is to experience a substantial 
level of economic growth and development. A country can have sizeable natural and manpower 
resources including plentiful skilled labour aod substantiaJ capital but still be relatively poor 
because very few competent managers aie available to put these resources efficiently togethor in 
the production and distribution of useful goods and services". Iii short, it can be said that 
management is the mover and development is a consequence. 

SUMMARY 

It is very imponant to understand the systems framework in which an organization operates. It is 
very useful concept for the understanding of business operations by identifying :lie critical sub­
systems. their inter-linkages and inter-dependence for the achievement of co· .1mon objectives. 
The basic processes common to every management situation are those of planning, organizing, 
staffing, directing, and controlling. AJI ·these manageriaJ fu nctions are very important for the 
success of any organization. They aJl are inter-dependent aod inter-related. Managers must learn 
the art of using these functions to their advantage to attain the objectives of the organization. 

KEYWORDS 

Management: The art of getting things done. 

Planning: Determining the objectives of the unit or activity. 

Organizing: Refers to identification of activities to be carried out, grouping of similar activities 
and creation of departments. 

Staffing: Recruitment, selection, training, development and appraisal of personnel. 

Directing: involves determining the course, giving orders and instruction and providing dynamic 
leadership. 

Controlling: It deals with the measurement and correction of the performance of subordinates 
against the pre-determined standards. 

Process: A series of functions that lead to the achievement of certain objectives. 

Economic Resource: Management, land, labour and capital. 

Goal-oriented: Purposeful activity towards achieving the goals of the organization. 

Science: A systematically organized body of knowledge including concepts, principles and 
theories. 

Art: Tt is the bringing about a desired results through the application of skills. 

Code of conduct: It prescribed the norms of professionaJ ethics for its members. 

Professionalisatron: It means definjng the duties and responsibilities of the managers to improve 
the quality of management education and training. · 

AdministraJion: It is a higher-level function concerned with the determination of policies. 

Top management: Managers who are higher up in lbe hierarchy devoting more time on 

administrative functions. 
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REVIEW QUESTIONS 

1. "Management is geUing things done through other people". ls this definition adequate for 
the present day concept of management? Discuss fully. 

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

3. Explain the features that determine the nature of management. 

4. There are may definitions of management which emphasize one or the other imponant 
aspect of management. Discuss and give various characteristics of management. 

.5. "Management is the effective utilization of human and material resources ·10 achieve the 
enterprise's objectives''. CommenL 

6. Is man26ement a profession? Give arguments for your answer. 

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

8. Discuss the nature and scope of management. Is management a science or an art or both? 

9. "Management is not a profession but is heading towards that direction". Do you agree with 
this statement? Give reasons in suppo11 of your answer. 

10. "Management is the art of getting things done through people". Comment. 

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

12. Distinguish between management and administration. 

13. Ex-plain the concept of management. Review in brief the main functions of management, 

14. What are the functions of a manager? Is mere knowledge of management enough to become 
a successful manager? 

15. 'To manage is to forecast and plan, to organize, to command, to coordinate and to control '. 
Discuss the statement. 

16. Name the various functions which constitute the process of management and discuss each 

of them briefly. 

17. "All organizations need management". Comment. 

18. Discuss clearly the significance of management from the point of view of modem business 
operations. 

19. Answer tbe following: 

(a) Enumerate the elements of management process. 

(b) Why is management called a science? 

(c) Distinguish between management and administration. 
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CHAPTER 

2 
EVOLUTION OF MANAGEJVIENT THOUGHTS 

L E A -R N I N G OBJ ECT I VES 

After studying this chapter, you should be able to: 

• Differentiate between classical theory and neo~classical theory 

• Discuss various approaches to management: Quantitative, System, Contingency and 
Operational 

INTRODUCTION 

The origin of management can be traced back to the days when man staned living in groups. One 
can argue that management took the form of leadership which was essential Lo coordinate the 
efforts of the group members in order to arrange the necessaries of life. History reveals that strong 
men organized the masses into groups according to their intelligence, physical and mental 
capabilities. According to Egyptian literature of 1300 B.C., the art of management was being 
practiced in different forms by different people. The literature clearly indicates the recognition of 
the importance of organization and admjnistration in the bureaucratic set up. Similar records exist 
for ancient China. According to L.S, Hsu, Confucius's parables include practical suggestions for 
proper public administration and admonitions to choose honest, unselfish and capable public 
officers. 

In Greece, the existence of the Athenian commonwealth, with its councils, courts, administrators 
and board of general indicates the narure of management. Similarly, in Rome , the existence of 
Roman magistrates, with their functional areas of authority and degree of .importance, indicates a 
scalar relationship characteristic or organization. It is believed that the secret of the success of the 
Roman Empire lay in the ability of Romans to organize. Through the use of the scalar principle and 
the delegation of authority, the city of Rome was expanded to an efficient empire. 

APPROACHES TO MANAGEMENT 

(Schools of Management Thought) 

The growth of modem management techniques began with the industrial revolution in England 
during the 18th and 19th centuries. A series ·of inventions were made by the scientists like 
Hargreaves, Arkwright, Crompton. Kay and Cartwright. The important inventions include "Spinrung 
jenny', 'Water frame' , 'Mule', 'Power loom' and 'Machine lathe ' , which completely revolutionized 
the commerce and industry. These led to production on large scale and introduction of division of 
labour. Soon joint stock companies came into being which separated the ownership and management 
functions. There was a great need of persons who could manage big industrial enterprises. 

Toe above development led to the emergence to different schools of thought of management. 'The 
divergent directions of management though have caused one management writer, Harold Kootz, 
to caU the resulting array " the management theory jungle''. However, for an easier understanding 
of the development of management thought. we can classify the different schools of management 
thought as follows: 

I. Classical theory: 

(a) Scientific Management l\pproach. 

(b) Management Process of Administrative Management Approach. 

(c) Bureaucratic Organization Approach. 

2. Neo-classical or Human Relations Approach. 



3. 

4. 

5. 

Behavioural Science Approach. 

Quantitative or Management Science Approach. 

Systems Approach. 

6. Contingency Approach. 

7. Operational Approach. 

Classica_l and neo-ctassical approaches constitute the 'traditional schools of management thought' 
and the other approaches are often termed as 'modem approaches'. These approaches are briefly 
discussed below: 

Classical theory 

The classical theory represents the traditionally accepted views about organizations. In a way, it 
signifies the beginning of the systematic study of organizations. That is why, it is said to be the 
oldest school of thought about organization and their management. The classical theorists 
concentrated on organization structure for the achievement of organizational goals and also 
developed certain principles of management. Many of the classical concepts and principles hold 
good even today. The classical thought can be studied under three streams, namely, (a) Scientific 
Management, (b) Adm.injstrative Management or Management Process, and (c) Bureaucracy. 

F.W. Taylor insisted on application of scientific methods to the problem of management. His 
focus was on division of labour, fixing everybody; work for the day and functional foremansbip. 
That is why, Taylor's scientific management has been referred to as "mach.ine theory". It may be 
noted that scientific management group emphasized efficiency of lower levels of organization. It 
was Henri Fayol who showed concern for efficiency at the higher levels for the artist time. Fayol 
who showed concern for efficiency at the higher levels for the first time. FayoJ gave fourteen 
principles of management which he thought are univei:.sally applicable. Max Weber introduced 
'bureaucracy' as a form of rational organization. lt is characterized by division of labour, 
specialization, structure, impersonal relations, competence of personnel, etc. 

Neo-Classical Theory or Human Relations Approach 

The neo-dassjcal writers tried to remove the deficiencies of the classical school and suggested 
recognition of the need of good human relations in the organization. Their propositions are based 
on 'human relations studies' conducted at the Hawthorne Plant of General Electricals, U.S.A. 
That is why, they are also known as ' human rationalists' . 

. ...-
The human relations approacn revealed the importance of social and psychological factors in 
determining workers' prod11ctivhy and satisfaction. It was instrumenial in creating a new image of 
man and the work-place. This approach put stress on communication, interpersonal relations and 
informal group~ at the work-palace. 

Behavioural Science Approach 

This approach emerged as a result of the contributions of psychologists, sociologists and 
anthropologists to the field of management. The behavioural science perspective believes that it 
is difficultto understand the socioJogy of a group separate from the psychology of the individuals 
comprising it and the anthropology of the culture within which it exists. Thus, the behavioural 
science are transactional; they areconcemed with all relevant aspect of human behaviour including 
the interactions among all important factors. 

The behavioural science approach utilizes methods and techniques of social science such as 
psychology, sociology, social psychology and anthropology of the study of human behaviour. 
Data is objectively co1Jected and analyzed by the social scjentists to study various aspects of 
human behaviour. The pioneers of this school reasoned that in as much as managing involves 
getting things done with a through people, the study of management must be centered around 
people and their interpersonal ~elations. The behaviourists concentrated on motivation, individual 
drives, group relations, leadership, group dynamics and so forth. 

Quantitative or Management Science Approach 

The quantitative or mathematical approach uses pertinent scientific tools for providing and 
quantitative basis for managerial decisions. The abiding belief of this approach is that management 
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problems can be expressed in terms of mathematical symbols and relationships. The basic approach 
is the construction of a model because it is through this device that the problem is expressed in its 
basic relationships and in temis of selected objectives. The users of such models are known as 
management scientists. 

The techniques commonly used for managerial decision-making include Linear Programming, 
Critical Path Method (CPM), Programmes Evaluation Review Technique (PERT)·, Games Theory, 
Queuing Theory and Break•Bven Analysis. The application of such techniques heips in solving 
several problenia of management such as inventory control, production control, price detennination, 
etc. 

Systems Approach 

The systems approach is based on the generalization that an organization is an open system 
composed on inter-related and inter-dependent elements. lltis approach lays emphasis on the 
parts of the system, the nature of their inter-dependency, goals set by _the system and 
communication network in the system. Another basic feature of the system approach is that 
attention is paid towards the overall effectiveness of the systems rattier than the effectiveness of 
individual subsystems. Further. an organization is an open system which has continuous interface 
with the environment. The systems approach lays a great emphasis on the adaptability of the 
system to the requirements of external environment. 

Contingency Approach 

Trus approach is concerned with the analysis of interaction of specific organizations with their 
external envjrooment and the adoption of structure to meet the requirements of the situation. 
Underlying idea o~ this approach is that the internal functioning of organizations must be consistent 
with the demands of technology and external environment if the organization is to be effective. 
This approach suggests that there is no one best way to handle any of the ma:11agement problems 
and there is no best organizational structure to suit al l situations. The application of management 
principJes and practices should be contingent upon the existing circumstances. Functional, 
behaviour, quantitative and systems approaches should be applied situationally. The organization 
structure should be so designed that it enables the organization to have healthy interaction with 
external environmenl 

OperationaJ approach 

Operational approach regards management as a universally applicable body of knowledge that 
can be brought to bear at all levels of managing and in all types of enterprises.. At the same time, 
the apprbach recognizes that the actual problems managers face and the environments in wruch 
they operate may vary between enterprises and levels, and it also recognizes that application of 
science by a perceptive practitioner must Lake this into account in designing practical problem 
solutions. 

CLASSICAL THEORY 

The classkal theory signifies the beginning of the systematic study of management organization. 
It is often cal.led the traditional theory. It can be traced historically to the I 9th century prototype 
induslriaJ and military organizations. Several writers contributed to the classical thought in the 
early years ofthe 20th century. They include Taylor, Fayol, Weber, Luther Gulick, Urwick, Mooney 
and Reiley and may others. 

The classical writers thought of the organization in terms of its purpose and formal structure. 
They placed emphasis on the planning of work, the technical requirements of the organization, 
principles of management, and the assumption of rational and logical behaviour. Thus, the classical 
theorists dealt almost exclusively with the anatomy of formal organization. Organization is treated 
like a machine and its efficiency can be increased by making each individual working in the 
organjzation efficienL For instance-, F.W. Taylor emphasized on division ef labour, fixing 
everybody's work for the day and functional foremanship. That is why, Taylor's scientific 
management has been referred to as 'machine theory' 



The classical theory incorporates three viewpoints: ( l) Taylor's Scientific Management (2) Fayol's 
Administrative Management; and (3) Weber's Ideal Bureaucracy (an organization based on rules 
and regulations, fonnal relations, specialization, etc.). AU the three concentrated on lhe structure 
of organization for greater efficiency. Several other trailblazers have also contributed to the classical 
theory. For instance, Mooney and Reiley published 'Onward Industry' in 193 l in wh.ich they 
attempted to find organizational universals. Subsequently, notable contributions came form Gullick, 
Oliver Sheldon, Urwick and many others. All these theorists were concerned with the structore of 
organizations and that is why their approach is also sometimes labelled as 'structural theory of 
organization'. SaJient features of classical approach are as follows: 

(i) The classical theory laid emphasis on division of labour and specialization, structure, scalar 
and functional processes and span of control. Thus, they concentrated on the anatomy of 
fonnal organization. 

(ii) The classical theorists emphasis organization structure for co-ordination of various 
activities. They ignored the role of hurnan element. 

(iii) The classical theory ignored the impact of external environment on the working of the 
organizatioo. Thus, it treated organizations as closed systems. 

(iv) The efficiency of the organization can be increased by making each individual efficient. 

(v) The integration of the organization is achieved through the authority and control of the 
central mechanism. Thus, iris based on centralization of authority. 

(vi) There is no conflict between the individuals and the organization. In case of any conflict, 
the in.terests of the organization should prevail. 

(vii) The people at work could be motivated by the economic rewards as they were supposed to 
be 'rational economic persons'. 

Appraisal of Classical Theory 

The fundamental objections against the classical theory are discussed below; 

l. Narrow View of Organization: The value of classical theory is limited by its narrow 
concentration on the anatomy of formaJ organfaation. In order to achieve rationality, the 
classical writers ignored the human relations aspect. The interplay of individual personality, 
infonnal groups and inter organizational conflicts in the formal organization were neglected. 
it is said that the focus of classical theory is on 'organization without people' . 

2, Assumption of Closed System: Classical theorists viewed organization as a closed system, 
i.e., having no interaction with environment. This a'Ssuroption is toWJy unrealistic. A modem 
organization is an open system which has continuous interaction with the environment 
through the exchange of inputs and outpots and various types of infonnation. 

3. Asmmptions about Human Behaviour: The human being were treated like any other factor 
of production. They were supposed to obey their superiors. The classical writers ignored 
the social, psychological and motivational aspects of human behaviour. 

4. Economic Rewards as Main Motivators: The assumption that people at work: can be motivated 
solely through economic rewards is also wrong. Several researches in human behaviour 
have contradicted this assumption. Non-monetary factors like better status and job 
enrichment can also motivate the workers. 

5. 

6. 

Lack of Empirical Verification: The classical principles are mostly based on the personal 
experiences and limited observations of the practitioners. They are not based on empirical 
research. They lack precision and comprehensive framework for analysis. Moreover, i t is 
not clear whether these principles are action recommendations or simply definitions. 

Laclc of Universality of Principles: Classical theorists claimed that their principles have 
universal application. This suggests that the same principles can be applied in : (i) different 
organizations, (ii) different management levels in the same organization, and (iii) different 
functions of the same organization. The empirical researches, however, suggest that none 
of the principles has such characteristics. Moreover, there are many of the principles. which 
contradict with other principles. For example, principle of specialization is quite in conflict 
with the principle of unity of command. 
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7. Excessive Emphasis on RuJes and Regulations: Weber's ' ideal' bureaucracy, a major 
consLituent of classical theory, suggested strict adherence to rules and regulations. The 
scope for individual initiatiw is Lhus limited. The result is red-tapism in the organization. 

Observation of rules and regulations becomes Lhe main objective while the real objectives 
for which these rules and regulations are formed are forgotten. 

SCIENTIFIC MANAGEMENT APPROACH 

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

F.W. Taylor ( 1865-1915) was the first person who insisted on the introduction of scientific methods 
in management. He launched a new movement during the last decade of 19th century which is 
known as 'Scientific Management'. That is why, Taylor is regarded as the father of scientific 
management. TayJor was an American engineer who responded to the challenges of management 
around the tum of the century. During that period, productivity was very low, labour became 
extremely dissatisfied and industries had to face frequent strikes and lockouts. Taylor's contribution 
was a system based on science whereby tower labour cost could be achieved simultaneously 
with higher wages. He suggested the change in the mentaJ attitudes of the workers and the 
management to bring harmony in the industry. Alongwith Taylor, other contributors to the scientific 
management approach include Henry L. Gantt, Frank Gilbreth, Lillian Gilbreth and Harrigto 
Emerson. 

Scientific management means application of scien~uJi.: methods to the problems of management. 
Taylor advocated scientific task setting based on time and motion s tudy, standardization of 
materials, tools and workiug conditions, scientific selection and train.ing of workers and so on. It 
is to be noted that Taylor's thinking was confined to management at the shop level. However, be 
demonstrated the possibility and iiignificance of the scientific analysis of the various aspects of 
management. To sum up, he laid emphasis on the following principles: 

I. Science, not rule oflhumb. 

2 Harmony in group action, rather than discord. 

3. Maximum output jn place of restricted output. 

4. Scientific selection, training and placement of the workers. 

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

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

(i) all out efforts for increase in production; 

(ii) creation of the spirit of mutual trust and confidence; and 

(iii) inculcating and developing the scientific attitude towards problems. 

Taylor suggested that management should try to find the best methods of doing various jobs and 
introduce standardized materials, tools and equipment so that wastages are reduced. The 
management should select right types of people and give them adequate training so as to increase 
the quantity and quality of production. It must create congenial working conditions for optimum 
efficiency of the workers. It should perform the decision-making function and should always try 
to give maximum cooperation to the workers to ensure that work is done according to lhe scientific 

techniques. 

The workers should also revise their attitude towards the management. They should not be work­
shirkers. They should be disciplined, loyal and sincere in fulfilling the tasks assigned to them. 
They should not indulge in wastage of resources. Both the management and the workers should 

trust each other and cooperate in achieving maximum production. 



Thus, Taylor stood for creating a mental revolution on the part of management and workers. It is 
to be noted lhat Taylor's thinking was confined to management at lhe shop level. However, he 
demonstrated the possibility and significance of the scientific analysis of the various aspects of 
management. To put the philosophy of scientific management into practice, Taylor and his 
associates suggested the following techniques: 

(i) Scientific task setting to detennine a fair days; work. 

(ii) Work study to simplify work and increase efficiency. This involves methods study, time 
study and motion study. 

(iii) Standardization of materials, tools equipment, costing system, etc. 

(iv) Sciemific selection and training of workers. 
' (v) Differential piece-wage plan to reward the highly efficient workers. 

(vi) Specialization in planning and operations through ' functional foremanship'. Foremen in 
the planning department include: route clerk, instruction card clear, time and cost clerk and 
shop disciplinarian and lhose in the operations department include: gang boss, speed 
boss, repair boss and inspector. 

(vii) Elimination of wastes and rationalization of system of conerol. 

Criticism of Scientific Management 

Tayor's scientific management was criticized "ot only by the workers and managers but also by 
the psychologists and the general public. The main grounds of criticism are given below: 

1. The use of the word 'Scientific' before ' Management' was objected because what is actually 
meant by scientific management is nothing but a scientific approach to management. 

2 It was argued that the principles of scientific management as advocated by a Taylor were 
confined mostly to production management. He ignored certain other essential aspects of 
management like finance, marketing, accounting and personnel. 

3. Taylor advocated the concept of functional foremanship to bring about specialization in 
the organization. But this is not feasible in practice as a worker can' t carry out instructions 
from eight foremen. 

4. Scientific management is production-centered as it concentrates too much on the technical 
aspects of work and undermines the human factor in industry. It resulted in monotony of 
job, loss of initiative, overspeeding workers, wage reductions, job insecurity, etc. 

5. Scientific management is based upon the assumption that workers are 'rational economic 
beings'. They are treated as mere extensions of machines devoid of any feelings and 
emotions. They can be made to work through monetary incentives and exercise of authority. 
Scientific management, thus, ignores the social and psychological needs of workers. 

6. 1rade unionists regarded the principles of scientific management as the means to exploit 
Jabour because the wages of the wotkers were not .increased fn direct_ proportion to 
productivity increases. 

Many of the above objections were later remedied by the other contributors to scientific 
management like Henri L. Gantt. Frank Gilbreth, Lillian Gilbreth and Hanington Emerson. Many of 
the recommendations of Tay lore are still being applied by the modem business undertakings. In 
short, it can be said that Taylore was the pioneer in introducing scientific reasoning to the 
cliscipline of man11gement. 

MANAGEMENT PROCESS OR ADMINISTRATIVE 
MANAGEMENT APPROACH 

The advocates of this school perceive management as a process involving certain functions such 
as planning, organizing, directing and controlling. That is why, it is also called the 'functional' 
approach. Henri F ayol ls regarded as the father of th1s school'i. Henri Feyol defined management 
in tenns of certain functions and then laid-down fourteen principles of management which according 
to him have universal applicability. 
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Henri Fayol was a Freoch executive who emphasized that management could be both taught and 
learnt. His Jong practical experience is reflected in his paper. "Administration industrieUe et generale" 
(General and Industrial Management). Fayol tried to develop a theory of management. He 
discussed the principles of general management and argued that managerial ability can be acquired 
as any other technical ability. He not only recommended formal teaching in management but also 
practised it by founding the Centre for Administrative Studies in Paris. Thus, he was a pioneer in 
the field of management education. In brief. Fayol's views on management command acceptabiJity 
even today because they are much in tune with the requirern.enls of the management in the 
present-day world. 

Fayol began by classifying all operations in business in business organizations under the following 
six categories: 

(i) technical (production); 

(ii) commercial (purchases and sales); 

(iii) financial (funding and controlling capital); 

(iv) security (protection); 

(v) accounting (balance sheet, costing records); and 

(vi) administrative or managerial (planning, organizing. commanding. coordinating and 
controlling). 

Fayol pointed out that managerial activity deserved more attention. In hls view, management is 
the process co1T,1posed of five elements or functions: planning, organizing, commanding, 

coordination and control. Fayol observed: 

(i) to plan means to study the future and atrdJlge the plan of operation; 

(ii) to organize means to build up the material .,J lmman organization of the business; 

(iii) to command means to make the staff do their work; 

(iv) to coordinate means to unite alJ. activities; and 

(v) to control means to see that everything is done in accordance with the standards that have 
been laid down and the instructions given. 

Fayol completed hls theory by stating that to be effective, management should be based on the 

following fourteen principles: 

1. Division of work, 

2 Authority and responsibility, 

3. Discipline. 

4. Unity of command, 

5. Unity of direction, 

6. Subordination of individual interest to the general interest, 

7. Remuneration, 

8. Centralization. 

9. Scalarc.hain, 

JO. Order, 

11. Equity, 

12. Stability. 

13. Initiative, and 

14. Esprit de corps (union is strength). 

It is significant to point that Fayol used the word 'principle' only for convenience. He did not 
consider them immutable laws. However, he thought that the principles would be useful 10 all 
types of group activity. Thus, be was a universalist in this .sense. His theory of management 



completely revolutionized the thinking of managers as throughout his treatise, there exists and 
understanding of the universality of the principles. Some of these principles were amplified Jatl';r 
on by the writers like Sheldon, Urwick, Mooney and Barnard. Oliver Sheldon wrote 'The Philosophy 
of Management' in whfoh he advocated social responsibility of management. Mooney and reiley 
published their views on management under the title 'The Principles of Organization'. Chester I. 
Barnard wrote 'The Functions of the Executive' which discusses the major functions of the 
manager and also lays down the importance of communication in management. 

Criticism of Process of Functional Approach 

Though the proponents of management process approach bave made_ significant contribution to 
the development of thought. their work suffers from the following limitations: 

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

(ii) The functionalists considered their principles to be universal in nature. But many of the 
principles have fai led to deliver the desired results in certain situations. 

(Iii) The functional theorists clid not consider the external environment of bu~iness. 

(iv) Fayol overemphasized the intellectual side o f management. He felt that management should 
be formally taught, but he did not elaborate the nature and contents of managemen1 
education. 

BUREAUCRACY 

Max Weber (1864-1920), a Gennan sociologist contributed his views on bureaucracy to the 
management thought. His primary contribution includes h.is theory of authority structure and his 
description of organizations based on the nature of authority relations wilhin them. Essentially, it 
was Weber's contention that there are three types oflegitimate authority which are as follows: 

(1) Rational-legal authority: Obedience is owed to a legally estabtis.h¢ p<;>sition or i:ank witb.in 
the hierarchy of a business, military un.it, government, and so on. 

(2) Traditional authority: People obey a person because be belongs to certain class or occupies 
a positions traditionaUy recognized as possessing authority. such as a real family. 

(3) Charismatic authority: Obedience is based on the followers belief that a person has some 
special power oi: appeal. 

Weber's theory bureaucracy recognizes rational-legal authority as the most important type in 
organjzatioos. Under traditional authori ty, leaders are not chosen for their compete nce, and 
charismatic authority is too emotional and irrational. A bureaucratic organization which is based 
on rational-legal authority display the following features: 

(i) Division of Work: There is a rugb degree of division of work at both the operative and 
adrninistrati ve levels. This leads to specialization of work. 

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

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

(a) They standardize operations and decisions. 

(b) They serve as receptacles of past learning. 

(c) They protect incumbents and ensure equality of treatment. 

(iv) Impersonal Conduct: There is impersonality of relationships among the organizational 
members. The decisions are entirely guided by rules and regulations and are totally 
impersonal. There is no room for emotions and sentiments in this type of structure. 
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(v) Staffing: The personnel are employed by a contractual relationship between the employee 
and employer. The tenure of service is governed by the rules and regulations of the 
organization, The employees get a salary every months which is based on the job they 
handle and also the length of service. 

(vi) Technical Competence: The bureaucrats are neither elected not inherited, but they are 
appointed through selection and th<; basis of selection is their technical competence. 
Promotions in bureaucracies are also based on technical qualifications and perfonnance. 

(vii) Official Records: The administration of a bureaucratic organization is supported by an 
efficient system of record-keeping. The decisions and activities of the organization are 
fonnally recorded and preserved safely for future reference This is made possible by extensive 
filing system. The filing system makes the ~rganization independent of individuals. The 
official records serve as the memory of the organization. 

Weber's ideal bureaucracy has been designed to bring rationality and predictability of behavior 
in organizations. It is an administrative device that can help in achieving the following advantages: 

(i) There is a proper delegation of authority in the organization. People are glven tasks according 
to their competence. 

(ii) Because of rules and regulations, all actions are taken carefully. There is consistency of 
actions. 

(iii) The behaviour of the employees is rational. They take decisions as per laws, rules and 
regulations. They don't go by their whims, emotions or prejudices. 

(iv) The behaviour of \he employees is predictable. It is known how they will react under 
different situations as guidelines are already there in writing. 

(v) Bureaucracy leads to efficiency in I.he organization. There is division of work leading lo 
specialization which results in efficiency. 

Criticism of Bureaucracy 

Bureaucracy is not free of flaws. It may lead to many undesirable consequences such as: 

~) The rules may be followed in Jetter and not in spirit. Thus, instead of providing guidelines, 
the rules may become source of inefficiency. The rules may be misused or misinterpreted by 
the persons concerned with the implementation of rules. Red tapism and technicalism may 
follow as a result. 

(ii) Bureaucracy does not consider informal organization and inter-personal difficulties. 

(rii) Bureaucracy discourages innovation because every employee is supposed to act as per 
rules and regulations or to the secondary goals. 

(iv) Goal displacement may take place in a bureaucratic organization. The bureaucrats may giye 
priority to tules and regulations or to the secondary goals. 

(v). The bureaucratic structure is tall consisting of several layers of executives. Thus, 
communication from the top level to the lowest level will take a very Jong time. 

NEO-CLASSICAL THEORY 

(Human Relations Approach) 

The classical writers including Weber, Taylor and Payol neglected the human relations aspect. 
The neo-classicists focussed on the human aspect of industry. They modified the classical theory 
by emphasizing the fact that organization is a social system and the human factor is the most 
important element within it. They conducted some experiments (lcnown as Hawthorne Experiments) 
and investigated informal. groupings, informal relationships, patterns of communication, patterns 
of informal leadership, etc. Tiris led to the development of human relations approach. Elton Mayo 
is generally recognized as the father of the Human Relations School. Other prominent contributors 
to this schools include Roethlisberger, Dtckson, Dewey, Lewin, etc. 



The bu man relations approach is concerned with recognition of the importance of human element 
in organizations. It revealed the importance of social and psychological factors in determining 
workers' productivity and satisfaction. It was instrumental in cre<1ting a new image of man and the 
work place The neo-classical or human relations 11pproach put stress on inter-personal relations 
and informal groups at the work-place. 

The human relationists argued that achievement of organizational objectives is impossible without 
the willing cooperation of people and such cooperation cannot be automatically secured or 
ordered. It has to be consciously achieved. The neo•classical approach advocated people-oriented 
organization slnlcture which ~ill integrate both informal and formal organizations. 

The basic tenets of neo-classical theory or human relations approach are as under: 

(i) The business organization is a social system. 

(n) The behaviour of an individual is dominated by the i.11.formal group of which he is a member. 

(iii) An individual employee cannot be motivated by economic incentives alone. His social and 
psychological needs must be satisfied to improve the level of motivation. 

(iv) ln an organization, lt is ultimately cooperative attitude and not the more command which 
yields resu It. 

{v) Management must aim at developing social and leadership skills in addition to technical 
skills. It must take interest in the welfare of workers. 

(vi) Morale and productivity go hand in hand in an organization. 

Hawthrone Studies 

In 1927, a group of researchers led by_ George Elton Mayo and Fritz J. Roethlisberger at the 
Harvard Business School were invited to join in the studies at the Hawthorne Works of Western 
Electric Company, Chicago. The experiment lasted upto 1932. Earlier. from 1924 to 1927, the National 
Research Council made a study in collaboration with the Western Electric Company to detennine 
the effect of illumination and other conditions upon workers and their productivity. 

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

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

(iii) Bank Wiring Observation Room Experiment: This experiment was conducted to6tudy a 
group of workers under conditions which were as c!v11.e as possible to n onnaL This group 
comprised of 14 workers. After the experiment, the production records of this group were 
compared with their earlier production records. There were no significant changes in the 
two because of the maintenance of 'normal conditions' . However, existence of infonnal 
cliques in the group and informal production norms were observed by the researchers. 

The Bank Wiring Experiment led to the following observations: 

(]) Each individual was restricting output. 

(2) The group had its own "unofficial" standards of perfonnance. 

(3) Individual output remained fairly constant over a period of time. 
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(iv) 

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

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

Contributions of Human Re)ations Approach or Hawthorne Studies 

The human relationists proposed the following points as a result of their findings of the Hawthorne 
experiments: 

I. Social System: The organization in general is a social system composed of numerous 
interacting parts. The social system defines individual roles and establishes nonns that 
may differ from those of the fonnal organisation. The workers follow a social norm determined 
by their co-workers, which defines the proper amount of work, rather than try to achieve the 
targets management thinks they can achieve, even though this would have helped them to 
earn as much as they physically can. 

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

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

4. Group Dynamics: At the workplace, the workers often do not act or rea¢t as individuals but 
as members of groups. The group determines the nonns of behaviour for 'the group members 
and thus exercises a powerful influence on the altitudes and performance of ind,i.vidual 
workers. The management should deal with workers as members of work group rather than 
as individuals. 

5. Informal Leader: There is an emergence ofinformal leadetship as against formal leadership 
and the informal leader sets and enforces group norms. He helps the workers lo function as 
a social group and the fonnal leader is rendered ineffective unless he conforms to the norms-
of the group which he is supposed to be incbarge. · 

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

7. Non-economic Rewards: Money is only one of the motivators, but not the sole motivator of 
human behaviour. The social and psychological needs of the workers are very strong. So 
non-economic rewards socb as praise, status, interpersonal relations, etc. play an important 
role in motivating tl1e employees. Such rewards must be integrated with the wages and 
fringe benefits of the eroplo'yees. 

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

Student \di\ it~ J 

L What is the relevance of neo-cJassical theory over classical theory? 

2 Why is neo-classical theory criticiud? 

Criticism of Humao Relations Approach 

The human relations approach has been criticized on the following grounds: 



(j) Lack of Scientific Validity: The human relationists drew conclusions from Hawthorne 

studies. These conclusions are based on clinical insight rather than on scientific evidence. 
The groups chosen for study were not representative in character. The findings based 
upon temporary groups do not apply to groups that have continuing relationship with one 
another. Moreover, the experiments focussed on operative employees onJy. 

(ii) Over-emphasis on Group: The human relations approach over-emphasizes the group and 
group decision-making. But in practice, groups may create problems for the management 
and collective decision-making may not be possible. 

(iii) Over-stretching of Jiuman Relations: It is assumed that all organizational problems are 
amenable to solutions through human relations. Th.is assumption does not hold good in 
practice. The satisfied workers may not be more productive workers. 

(iv) Limited Focus on Work: The human relations approach lacks adequate focus on work. lt 
puts aJI the emphasis on interpersonal relations and on the informal group. It tends to 
overemphasize the psychologicaJ aspects at the cost of the structuraJ and technical aspects. 

(v) Over-stress on Socio-psychological Factors: The human relations approach undennines 
the role of economic incentives in motivation and gives excessive stress on social and 
psychological factors. If the wages are too low, the employees will feel dissatisfied despite 
good inter-personal relations at the workplace. Thus, it may be sald that the human relations 
approach seeks to exploit the sentiments of employees for the benefit of the organisation. 

( vi) Conflict between Organizational and Individual Goals: lt view conflict between the goal of 
the organisation and those of individuals as destructive. The positive aspect of conflicts 
such as overcoming weaknesses and generation of innovative ideas are ignored. 

BEHAVIOURAL SCIENCE APPROACH 

Under behavioural science approach, the knowledge drawn from behavioural science, namely, 

psychology, sociology and anthropology, is applied to explain and predict h~an behaviour. It 
focuses on human behaviour in organizations and seeks to promote verifiable propositions for 
sc.ientific understanding of human behaviour in organizations. It lays emphasis on the study of 
motivation, Jeadership, communication, group dynamics, participative management, etc. 

The essential characteristics of behaviouraJ science approach are as under: 

(j) Data must be objectively collected and analyzed. 

(ii.) Findings roust be presented so that the distinction between cause and effect, as opposed 

to chance occurrences, is clear. 

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

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

The distinguishing feature of the behavioural sciences approach is the methodology employed in 
developing the research in the management discipline. The crux of the methodology lies in the 
coUection and analysjs of the reJevant data. It is in this sense that this approach differs from the 
human relations approach. Further, the behaviow-al scientists made the following propositions: 

(i) An organisation is a socio-technical system. 

(n) Individuals differ with regard to attitudes., perceptions and value systems. As a resuJt, they 
behave differently to different stimuli under different co·nditions. 

(iii) People working in the organisation have their needs and goals which may differ from the 
organisationaJ goals. Attempts should be made to achieve fusion between organisationaJ 

goals and human needs. 

(iv) A wide range of factors influence inter-personal and group behaviour of people in 

organizations. 

Many sociologists, psychologists, and social psychologists have shown considerable interest 

in studying the problems of management. Sociologists have contributed muclt to an understanding 
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of the anatomy of organizations through their work on groups, cultural patterns, group 
cohesiveness, and cooperation. Among the sociologists who might be noted are Blak, Selznick, 
Homans. Dubin, Dalton, and Katz and Kahn. Psychologists have likewise contributed to 
management understanding through their illumination of lbe aspects of rational behaviour and 
influence, the sources of motivation, and the nature of leadership. Among lhe many in the area of 
individual and social psychology who have connibuted materially to management are Ma'ilow, 
McGregor, Argyris, Leavitt, Blake and Mouton, Sayles, Tannenbaum and his associates, Bennis, 
Fielder, Stogdill and Herzberg. 

Toe behaviour school has drawn heavily on the work of Maslow. His development of need hierarchy 
to explain human behaviour and the dynamics of motivation process is an important contribution. 
Douglas McGregor built on Maslow's work in explaining his 'Theory X' and 'Theory Y'. Frederick 
Herzberg developed a two-factor theory of motivation. He made a distinction between the factors 
which either cause or prevent job dissatisfaction (hygienic factors), and those factors which actually 
lead to motivation (motivational factors). 

ln the area of leadership, Robert Blak and Jane Mouton developed arid popularized the 'Managerial 
Grid'. Rensis Likert has identified and extensively researched four Management Systems rnnging 
from System ·1: Bxploitive~Authoritative to System4 :Group Participative. Each system characterizes 
and organisational climate by employing several key dimensions of effectiveness such as 
communication, motivation, leadership and others, 

To sum up, the behavioural sciences approach gives emphasis on increasing productivity through 
motivation and leadership. The central core of this approach lies in the following aspects of human 
behaviour: motivation, leadership, communication, participative management and group dynamics. 
The behavioural sciences have provided managers with a systematic understanding of Of\e of the 
most critical factors in the process of management-the human element. Insights evolv1ng from that 
understanding have been used to design work situations that encourage increased productivity. It 
bas enabled organizations to fonnulate programmes to more efficiently train workers and managers, 
and it has effects in numerous other areas of practical significance. 

Appraisal of Behavioural Science Approach 

TI1e study of human behaviour is of great significance in management. Since an individual is a 
product of social system. his behaviour is not determined by organisational forces alone, but 
many forces like perception, altitudes, habits, and socio-cultural environment also shape his 
behaviour. Therefore, in understanding human behaviour in the organisation, all these factors 
must be taken into account. The behavioural approach suggests how the knowledge of human 
behaviou_r can be used in making people more effective in the organisation. 

Behaviourists have enriched management theory through their contributions in the areas of 
group dynamics, motivation communication and leadership. However, they have failed in 
developing an integrated theory of management. Although study of human behaviour in 
organizations is extremely imponant yet management cannot be confined only to this area. TI1ere 
are other variable such as technology and environment which have an important bearing on the 
effectiveness of an org11oisation. 

Table 2: Ruman Relations Approach vs. Behavioura.l Sciences Approach 

Human Relailons Approach 

I. Human rela tions approach laid emphasis 
on the individual, his needs and bc:havlour. 

Behavioural Sc-icnc-es Approach 

I . Behavioural science approach stressed upon 
groups a nd i:roup behaviou,. 

2 . It fpcuss.:d on inLcr-pcr~onal rcladonships 2 . 1t focussed on group relationship~. 

3. II was based oh the Hawthorne tllperimenls J , lr tt:lined the Human Relations Approach and has 
and so its scope is limited. a wide scope. It Is a much more systematic srudy 

o f human behaviou r in organisations. 

4. It laid emphasis on informal groups 
motivation, job satisfaction and morale . 

4 . The behaviourists studied group dynamics, 
informal orgnnlsalion leadership motivation, 
and particl pat] ve management. 

The behavioural sciences, refined as they might be, have- not achieved the precision of the 
physical sciences. Often the complexities of the human factor and the organisational setting make 
exact predictions impossible. It is not uncommon for programmes based on sound behavioural 



principles to have unexpected results. It should also be noted tha1 the finding of behavioural · 
science research are tentative and require further investigation. They should not be treated as 
applicable to all sirualions. BebayiouraJ guidelines can be helpful and profitable, but are must be 
taken not to accept them as being complete valid and appLicable to all situations. 

QUANTITATIVE APPROACH 

1bisapproach is also called 'Mathematical', 'Operations Research' or 'Management Science' approach. 
The basic feature of the quantitative management thought is the use of mixed reruns of scientisls from 
several disciplines. This school used scientific tools for providing a quantitative base for managerial 
decisions. The techniques commo,nJy used for managerial decision-making include Linear Programming. 
Critical Path Method (CPM), Programme Evaluation Review Technique (PERT), Games Theory, Queuing 
Theory and Break-Even Analysis. 

The quantitative appi:oach uses mathematical fonnulate for finding solutions to the problems that 
were previously unsolved. The abiding belief of the quantitative approach is that if management 
is a logical process, it may be expressed in terms of mathematical symbols and relationships. Tite 
basic approach is the construction of a quantitative modeJ because it is though this device that 
the problem is expressed in its basic relationships and in tenns of selected c,l .ctives. The 
construction of the model expresses the effectiveness of the system under study ... a function of 
a set of variables at least one of which is subject control. 1l1e general form of oper-ations research 
model is E = f (x I. y I). where E represents the effectiveness of the system (profit, cost and the like) 
x. I the variables of the system which are subjected to control and y I those which are. not subject 
to control. 

The quantitative approach to management has its root in the scientific management movement. 
Since Taylor advocated a logjcal sequence of problem fonnulation, fact finding, modelling, a 
tentative solution, testing, etc., his scientific ai:,proach could be classified as an early fonn of 
quantitative approach to management. A natural extension of the scientific management is lhe 
operations research. 

The approach was updated so as to include development of mathematical models to represent a 
system under study. 1 may be noted that the development of models required t~of money 
disciplines such as englneering, mathematics, economic. statistics, physical science, behaviouraJ 
sciences and cost accountancy. The mathematical fonnulation enabled the managers to djscover 
significant relationships that they could control. 

Operations research (management science) came into existence during the First World War and 
gained popularity during the Second World War. 1n England. the same time. Thoma! A. Edison 
was studying in America the process of anti-submarine warfare .. However, their work did not have 
much impact on military operations until the Second World War broke out. Both England and !he 
United States procured operations researchers to deal with their m.iJitary problems. Operations 
t'esearcb act! vity was considered to be so valuable tbat it was continued after the end of the War. 

Another important development alongwitb I.be growth in the number of quantitative techniques WM 

the introduction of high speed digital computers. Starting in about 1970, the quantitative approach to 
management turned away from emphasis on OM(OW operations research techniques to the boarder 
perspective of decision techniques and models building. It also incorporated computerised information 
systems and operations management The latest emphasis of the quantitative approach marked a 
move towards a more broad-based management. 

SYSTEMS APPROACH 

In the I 960s, a new approach to management appeared which anempted to unify the earlier schools 
of thought. This approach is commonly referred to as 'Systems Approach' . Basically, it took up 
where the functional process management school ler off to try to unify management theory. "A 
system viewpoint may provide the impetus to unify management theory. By definition, it could treat 
the various approaches, such as the process, quantitative and behavioural ones, as subsystems in 
an overall theory of management. Thus, the systems approach may succeed where the process 
approacb bas failed to lead management out of tl)e theory jungle". 
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Tobie 3: Scientific Manageme vs. Quantitative Approach 

Scientific Maoagement Appr1rnch 

J _ It advocates use of scientific methods in 
in managing. 

2_ If focussed on improvi_ng efficiency of 
workers and machines by finding one 
best way of doing things. 

Quantitative Approach 

I . It advocates use of mathematical and statistical 
techniques for solving management problems. 

2., Tt focussed on finding right answers to 
managerial problems. 

3 . The main techniques of 8cientlfic management 3 . 
are time and motion studies. 

The main technique of quantitative approach is 
operations research. 

4. It lays stress on ex_pcriment and research 
for improving efficiency. 

4. II lays stress on developing econometric models 
for taking managerial decisions_ 

5. The conccptu;t) base of scientific managcmenl 5 . Quantitative approach was popularised by W,C. 
was provided by F.W. Taylor and his associates. Churchman and his associates, 

The systems ap~roacb is based on the generalization that an organisation is a system and its 
components are inter-related and inter-dependent. "A system is composed of related and dependent 
elements which, when in interactionst fonn a unitary whole. lt is simply an assemblage or 
combination of things or parts, forming a complex whole. lts important feature is that it is 'Composed 
of hierarchy of sub-systems. The world as a whole can be considered to be a systems in which 
various national economies are sub-system . lo turn, each national economy is composed of its 
various industries, each industry is composed of firms, and of course, a firm can be considered a 
system composed of sub-systems such as production, marl<eting, finance, accounting and so 
on". Thus, each system may comprise several sub-systems and in tum, each sub-system be 
further composed of suh~systems. 

An organisation as a system has the following characteristics: 

(i) A system is goaJ-oriented. 

(it) A system consists of several sub-systems which are interdependent and inter-related. 

(iii) A system is engaged in processing or tr~nsformation of inputs into outputs. 

(iv) An organisation is an open and dynamic system. lt has continuous interface with the 
external environment as it gets inputs from the environment and also supplies its output to 
the environment. It is sensitive to its environment such as government policies, competition 
in the market, technological advancement, tastes of people, etc. 

(v) A system has a boundary which separates it from other systems. 

Open System Concept 
A system may be closed or open. A closed system is self-dependent and does not have any 
interaction wit,h the external environment. Physical and mechanical systems are closed systems. 
A closed system concentrates completely on internal relationships, i.e. interaction between sub­
systems only. Because of lack of interaction with environment, it is unable to monitor changes 
occuning in the external environment. On the other hand, an open system has active interface 
with the environment through the input-output process as shown in Fig. 4. It can respond to the 
changes in the environment through the feedback mechanism. That is why modem a uthors 
consider organisation as an open system. 

An open system obtains inputs, such as raw materials, layout, capital, technology and information, 
from the environment. Operations are performed upon the inputs and combined with the managerial 
process to produce desirable outputs which are supplied to the enviroo.ment (i.e., customers). 
Through a feedback process, the environment's evaluation of the output becomes part of the 
inputs for further organisational activity. If the environment is satisfied with the output, business 
operations continue. If it is not, changes are initiated within the business systems so that 
requirements of the customers are fully mel. This is how an open system responds to the forces 
of change in the environment. 

Features of Systems Approach 

The systems approach is far more superiot to classical and neo-classical approach because of the 
following features: 

0) Open system View of Organisation: The classical theory treated organisation as a closed 
system. Bur mode rns theory considers organisation as an open s ystem which has 
continuous interaction with theenvironmenl. It gets various resources from the environment 
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Figure 4: Open System View of Organisation 

and transforms them into output desired by the environment. Due weightage has to be 
given to the environmental factors affecting the management of an organisation. 

(ii) Adaptive System: Organisation is an open system; its survival and growth in a dynamic 
environment demand an adaptive system which can continuously adjust to changi ng 
environment. Management tends to bring changes in the sub-systems of the organisations 
to cope up with the challenges of environmental forces. Since there is a provision of 
feedback mechanism, management can evaluate its performance and t~e corrective actions. 
The basic role of management is considered in terms of itS adaptability to environment 

(iii) Interdependent Sub-systems: An organisation is a system consisting of seve.raf sub­
systems. For example, in a business enterprise, production, sales and other departments 
and sub-systems. All chese sub-systems are functionally interacting and interdependent. 
They are used together into an organic' whole through goals, authority flows, resources 
flows and so on. 

(iv) Whole Organisation: The system approach provides a unified focus to organisational 
efforts. It gives managers a way of looki,ng al the organisation as a whole lhat is greater 
than the sum of its parts. The stress is laid On integration of various sub-systems of the 
organisation to ensure overall effectiveness of the system. 

(v) Synergy: Toe output of a system is always more than the combined output of its parts. Th.is 
is called the law if synergy. The parts of system become more produclive when they interact 
wilb each other tban wben they act in isolation. 

(vi) Multi-disciplinary: Modem theory of management is enriched by contributions from various 
disciplines like psychology, sociology, economics, anthropology, mathematics, operations 
research and so on. 

Appraisal of Systems Approach 

The systems approach is based on the General System Theory and is of great signiiicance to the 
management of modem organisation. It examines interrelationship and interdependency among 
organisational part and seeks to answer questions arising from these relationships. l tconceotrar.es 
on the working of various sub-systems so as to ensure the survival and growth of the system. 

The system approach is an attempt to design an overall theory of management. Interdependency 
and inter-relationships between various sub-systems of the organisation is adequately emphasized. 
A pressure for change in one sub-system generally has a direct or indirect influence on the other 
sub-systems also. TI1us, the systems approach acknowledges environmental influences which 
were ignored by the classical tl1eory. It emphasizes adaptability (ability to respond to change) as 
well as efficiency. Hence, rigid rules and regulations cannot deal with uncertain and uncontrollable 
events. 

TI1e systems approach represents a balanced th.inking on organisation and management. It stresses 
that managers should avoid analyzing problems in isolation and rather develop the ability for integrated 
thinking. It provides a unified focus to organisational etions. It stresses the dynamic, multi-dimensional 
and adaptive nature of organisations. ft provides a strong conceptual framework for meaningful 
analysis and understanding of organisations. It recognizes the interaction and interdependence 
among the different variables of the environment. It provides clues to the to the complex behaviour 
of an organisation. It warns against narrow fragmented and piecemeal approach to problems by 
stressing inter-relationships. 
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.. 
The systems approach is criticized as being too absrracc and vague. It cannot easily be applied to 
practical problems. It does not offer specific tools and techniques for the practising manager. 
Moreover, this approach does not recognize differences in systems. It fails to specify the uature 
of interactions and interdependencies between an organisation and its external environment. 

CONTINGENCY APPROACH 

A review of the earlier schools of management helps us to place the current approach to management 
in perspective. The performance results of the management process school 's universalist 
assumptions were generally disappointing. The behavioural approach to management was 
incomplete . Certain quantitative techniques worked in some situations and not in others. The 
quantitative people could not solve hehavioural prohlems and behavioural people could not 
overcome operations problems 'adaptable to quantitative solutions. Many authors believe that 
systems based theory could solve this dilemma. But this approach is also as yet incomplete. The 
latest approach to management which integrates the various approaches to management is known 
as 'contingency' or 'situational' approach. 

The contingency approach is not new. Pigors and Myers propagated this approach in the area of 
personnel management as early as in 1950. However, the work of Joan Woodward in the 1950s 
marked the beginning of the contingency approach to organisation and management. Other 
contobutors include Tom Bums, G. W. Stalker, Paul Lawrence, Jay Lorsch, and James Thompson. 
They analyzed the relationship between the structure of the organisation and the environment. 
Thus, contingency approach incorporates external environment and attempts to hridge the theory­
practice gap. It does so in the systems framework. Tn other words, contingency approach as 
regards organisa.tion as an open and dynamic system which has continuous interaction with 
environment. 

According to Kast and Rosenzweig, "The contingency view seeks to u.nderstand the inter­
relationships within and among sub-systems as well as between the organisation and its 
environment and to define patterns of relationships or configurations of variables. Contingency 
views are ultimately directed toward suggesting organisational designs and managerial actions 
most appropriate for speciflc situations". 

The contingency approach to management is based upon the premise that there is no one best 
way to handle any of the management problems. The application of management principles and 
practices should be contingent upon the existing circumstances. Functional, behavioural, 
quantitative and systems tools of management should be applied situationally. There are three 
major parts of the overall conceptual framework for contingency management: (i) environment; 
(u) management concepts, principles and techniques; and (iii) contingent relationship between 
the first two. · 

A general framework for contingent management has been shown in Fig. 5. However, it is an 
abstract depiction of the contingency model. The environment (It) is an independent variable 
whereas management (Then) is a dependent variable. Tbe independent "!f's'' are along the 
horizontal axis. The goal of contingency management is to fill in as many cells of the matrix as 
possible. For example, in the bottom left-hand cell of the matrix, a relevant environment.al condition 
would be identified (one or a combination of the "if's") and then be contingently related to an 
appropriate management (one or more of the " then's") for the most effective goal attainment 
possible. 

The contingency theory stresses that there is no one best style of leadership which will suit every 
situation. The effectiveness of a particular leadership style will vary from situation to situation. 

IF' (Environmental Variables) 
Figure,S: Conceptual Framework of Contingency Model 



For instance, participative leadership may be more effective in an organisation employing 
professional personnel in a high technology operation in an atmosphere of non.materialistic 
orientation and free expression. On the other hand, authoritarian leader..hip would be more effective 
in an organisation which employs unskilled personnel on routine tasks in social values oriented 
towards materialism and obedience to authority. 

Evaluati.on of Contingency Approach 

Contingency approach guides the managers to be adaptive to environmental variables. In od1er 
words, the managers should develop siniational sensitivity and practical selectivity. Adoption of 
th.is approach can be useful in the fonnu)ation of strategies, design of effective organisations, 
planning information systems, establishing communication and control systems, shaping 
motivational and leadership approaches, resolving conflicts, managing change, etc. This approach 
high.lights the multivariate nature of organisations and ex.plains how organisations operate under 
varying conditions. With its help, managers can design structures which are highly appropriate 
to the respective situations. If an organisation is operating in a st.able environment, it can have a 
mechanistic structure characterized by high degree of differentiation, centralization of authority, 
rigid hierarchical relationships, rules and regulations, etl;. But if the environment is dynamic, 
organic structure would be more appropriate. Organic structure is characteri.zed by decentralized 
decision-making, collaborative relationships, open'communication, scope for innovativedecision­
making, etc. 

Contingency approach suggests the managers to condor environmental contingencies white 
choosing their style and techniques. It discounts preconceived notions and liberated the managers 
from dogmas and rigid behaviour. The management principles and techniques should be tailored 
to meet the particular situation. Readymade solutions for all the situations are not available. 
Contingency approach tells the managers to be. pragmatic and open·minded. 

Table 4: Systems Approach vs. Contingency Approach 

Systems Approach Contiogency Approach . 
1. It lays emphasis on the inter-dependencies and I. lt identifies the nature of inter-dependencies 

imeraclions among sys~ems and sub-l>'ysiems. and the impact of envtronment of organisational 
design and managerial style. 

2. II treats all organisations nlike. Size of the 2. Each organisation is to be srudied as a unique 
organisation, and its socio-cultural setting enti ty. 
a:re not considered. 

3. It studies organisation at the philosophical 3. lt follows an aotion-oriented appro~ch and so is · 
level, pragmatic. lt i, base(! oo e01pirieal studies. 

4. It does- not comment on the validity of the 4. lt rejects thi, blind application of the classical 

classical principles of management. principles of maJJagement. 

5 . lt simp\y Jays down that the organisation 5. The impact of environment on the orgnoisation 
in111racts with the environment. structure and managerial style is the mnjor 

concern of conungency approach. 

Contingency approach is an improvement over systems approach. It not only examines the 
relationships sub-systems of the organisation, but also the relationship between the organisation 
and its environment. The contingency approach seems to bold a great deal of promise for the 
future developmenl of management theory and practice. The other approaches to management 
can all be incorporated into the contingency framework. However, the contingency approach 
suffers from two limitation_s. Firstly, it does not recognize the influence of management concepts 
and techniques on environment. Secondly, literature in contingency management is yet not 

adequate. 

OPERATIONAL APPROACH 

Kootnz, O'Donnell and Weihrich have advocated the operational approach to management. lo 
doing so, they have attempted to draw together the pertinent knowledge management by relating 
it to the managerial job, i.e. 1 what managers do. This approach recognizes that there is a central 
core of knowledge about managing which exists in management such as line and staff, patte.ms of 
departrnentation, span of management, managerial appraisal and various managerial control 
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techniques. Many other pertinent elements of knowledge are derived from other fields such as 
application of system theory, motivation and leadership, decision-making, group behaviour and 
cooperative systems, communication, and mathematical analysis and practices. 

Operational approach to management regards management as a universally applicable body of 
knowledge that can be brought to bear at all levels of managing and in all types of enterprises. At 
the same time, the approach recognizes that the actual problems managers face and the 
environments in which they operate may vary between enterprises and levels. It also recognizes 
that application of science by perceptive practitioner must take this into account in designing 
practical problem solutions. 

The operational approach to management is based largely on the following fundamental beliefs 
that: 

(i) Management is an operational process initially best dissected by analyzing the management 
functions. 

(tl) Jf the knowledge of management is to be presented effectively, clear concepts are necessary. 

(iii) Experience with managing in a variety of situations can furnish grounds for distillation of 
basic truths-theory and priJllciples-which have a clarifying and predktive value in 
understanding and improving practice. 

(iv) · Principles of management can become the focal points for useful research both to ascertain 
their validity and to improve their applicability. 

(v) Managing is ao art (like medicine and engineering) the should rely on underlying science­
concepts, theory and principles and techniques. 

(vi) Wh.ile the total culture and the physical and biological universe variously affect the manger's 
environment, as they do in every other field of science and art, management science and 
theory need not encompass all knowledge in order to serve as a useful foundation of 
management practice. 

George R. Terry has advocated the use of "modified management process" approach. This approach 
is quite similar to operational approach suggested by Koontz, ODonnel and Wei.hrich. Terry feels · 
that such an approach should be followed which can be tenned the electric process school of 
management, featuring the basic frame work of the process approach mocli fied 'by certain theories 
from other appropriate schools of management thought. Electric means "consisting of what is 
selected" and this tenn has been interpreted to indicate talcing the best from what is available in 
the management thought and working it into a single theory moulded around the process framework 
as the central core. 

LEADING MANAGEMENT THINKERS 
F.W.Taylor 

F.W. Taylor was the first person who insisted on the introduction of scientific methods in 
management and it was he who, along with bis associated, made the first systematic study of 
management. He launched a new movement in 19 IO which is known as 'Scientific Management'. 
That is why, Taylor is regarded as the father of scientific management. 

Taylor was born in 1856 in Philadelphia, U.S.A. He started his career as an apprentice in a small 
machine making shop in 1870 and rose to the position of chief engineer of Midvale Steel Works in 
1884 at the age of 28. Taylor conducted a series of experiments over a period of more than two 
decades. He experimented with machines tools, speed metal..s and the like. One of his experiments 
led to the discovery of high speed steel which made him very popular. Other experiments related 
to the way men handled materials, machi_nes and tools which led him to the development of a 
coordinated system of shop management In short, be experimented in different fields to eliminate 
wastages of all types, increase the efficiency of workers and provide for functional management. 

Taylor was a man of strong will and convictions. He wanted to apply scientific reasoning to 

management After leaving Midvale Steel Works, he joined Bethleham Steel Company where he 
introduced scientific management. He was highly opposed by the management and the workers 



and his services were terminated unceremoniously in 190 l. Taylor presented his first paper entitled 
'A Piece Rate System' in 1895. His second paper "Shop Management'' was published in 1903. It 
focussed attention on his philosophy of management. His famous book "Principles and Methods 
of Scientific Management" was published in 1911 and his other contribution was "Testimony 
Before the Special House Committee" which was given in 1921. It may be pointed out that the last 
two works were combined in one book entitled 'Scientific Management' in 1947 by Haiper & 
Brothers, New York. 

Henri Fayol 

Henri Fayol was born in 1841 in Finance. He joined as junior executive in a French mining company 
in 1860 and rose to the position of its Chief Executive in 1888. As an engineer be was fully 
coservant with the principles and techniques of management. His workshop experience contributed 
a lot to his thoughts on management. He felt ,that there could be a single administrative science 
whose principles are universally applicable, irrespective of the type of the organisation and 
managerial situation. Because of his emphasis on universality of management principles, he is 
known as 'Universalist'. 

Fayol published a number of pa.pers and books in his mother tongue. His classic book, 
'Administration lndystrielle et generale' ( 1919) was originally translated as 'General and Industrial 
Administration' (1929). It was translated as General and Industrial Management in 1949, some 
thirty years after its original publication. 

Fayol 's long practical experience is amply reflected in his wntten work. He tried to develop a 
theory of management. He discussed the principles of general management and argued that 
managerial ability can be acquired as any other technical ability. fie not only recommended fonnal 
teaching in management but also practised it by founding the Centre for Administrative Studies 
in Paris. Thus, he was a pioneer in the field of management education. In brief, Fayol' s views on 
management command acceptability even today because they are much in tune with the 
requirements of the management in the present,day world. He has been rightJy cal Led the father of 

general management. 
Table S: Comparison of Taylor andFayol 

Taylor {Sc.ienttrlc Management) FayoJ (Administrative Management) 

I. He paid more attention to shop and Cactory I . He g~ve more emphasis on the functions of 
management. managers and the management process as a 

wh.ole. 

2. lie worked from bottom 10 top level. His 2. He worked from top level to downwards laying 
centre of study was the operator at the shop stress on 11ni1y of command, unity of direction, 
levels. coordination. esprit de corps, etc. 

I 
3. His approach was a lcind of efficiency 3 . He had a wider perspective. His scheme was to 

movement. Thus, it had a narrow perspective. evolve principles which could be applied to 
I 

administratioo In different spheres. 

4. He gave stress on increasiAg ptoductivity 4. He showed regard for the human element by 
rather than on human resources. advocating principles such as initiative, stability 

of service and spirit of cooperation. 

5. He is known as the father of Scientific 5. He Is k:llown as the father of Management 
Management. Process. 

The quote Theo Haiman, "As long as we refer to Taylor as the father of scientific management, we 
would do justice to Fayol and rus work to call him the father of principles of management". We can 
conclude the contribution of Taylor and Fayol in the words of Urwick, "The work of Taylor and 
Fa yo! was, of course essentially complementary. They both realized that the problems of personnel 
and its management at all levels is the kay to industrial success. Both applied scientific methods 
to this problem. That Taylor worked primarily at the operative level from the bottom of the industrial 
hierarcby upwards, while Fayol concentrated on the managing director and worked downwards, 
was merely a reflection of their very different careers. B.ut Payol's capacity to see and to 
acknowledge this publicly was an example of intellectual integrity and generosity of spirit". 
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Frank and Lillian Gilbreth 

Although their contributions were numerous, the Gil berths added two especially important features 
to scientific management. Franck Gilbreth ( 1868-1924) was an engineer, and he concentrated his 
attention on time and motion study. Worl<lng initially with brick.layers, he analyzed the actual 
motions involved in a job and sought to minimize fatigue through developing the one best way to 
do a job. Gilbreth developed a number of new techniques to assist in time study. For example; he 
developed micro motion study, which used a motion picture cameral and a large clock marked off 
in hundredths of seconds to analyze individual motions. 

Lillian Gilbreth was the wife of Franch Gilberth. She was a scholar in her own right and noted 
psychologist Her renowne~ work "The Psychology of Management'' in a way laid the foundation 
of human relations. She helped her husband in his work and in spreading his ideas. She called for 
,the recognition of psychological factors and their important to the productivity of the workers. 
She advocated that management should take interest in workers. 

Henry L. Gantt (1861-1919) 

Gantt is probably best remembered for his development of task-and-bonus system and his 
perfection of the Gantt Chart. Taylor's differential piece rate system was an incentive plan whereby 
the worker was paid on the basis of his daily output. Gantt's task-and-bonus system was so 
structured that the worker received a day's wage even if he did not complete the task . But if he 
completed the task in less than the prescribed time, he received a bonus. 

The Gantt Chart is still used and is the forerunner of some of the scheduling techniques. Gann like 
the Gilbreths was concerned about the human factor in !llanagement. In this Yale lecnire of 1915 
he explicitly noted that fina!lcial incentives are only one of numerous motives which influence 
men. He also recognized manageme.nt's responsibility to the community and was concerned 
about the businessman's desire for profits over c0,.,,-:-,1nity services. 

Harrigton Emerson (18S3-1931) 

Hanington Emerson referred to as the ' high priest of efficiency'', was an engineer by profession. 
He proposed twelve principles of efficiency that were, according to his, intensely practical, tested, 
and extremely successful. He was one of the first practising efficiency engineers, and he also 
advocated applying the lessons learnt by the military to the problems of business organisations. 

Oliver Sheldon 

On the basis of his experience in his military service and association with Coca Works of Rowntree 
a.nd Company, Sbe.ldon developed the concepts which he published in 1923 in the form of a book 
The Philosophy of Management. In this book, he tried to distinguish between management and 
administration . Sheldon attempted to mix social ethics with the practicality of scientific 
management. He concerned himself with the totality of management and its logical position in the 
community. This was a novel direction for management 

James D. Mooney 

Mooney wrote a book Principles of Organisation and Co-authored Onward Industry with Al Ian C. 
Railey. Mooney conceived of the idea that the principle of organisation employed by all great 
leaders throughout history must surely be same, he, therefore, set out o n a search for all available 
literature. He developed three principles of organisation: 

I. The Principle of Coordination, 

2 The Scalar Principle, and 

3. The Functional Principle. 

Elton Mayo 

Elton M ayo is said to be the father of Human Relations Movement. He conducted experiments in 

human relations and. presented his findings in his. book "Human Problems of an Industrial 
Civilization", Published in 1933. The Studies at the Hawthorne Plant of Western Electric Company 
under his guidance are a landmarks in development of management thought. These showed that an 
organisation is not merely a fonnaJ lifeless structure, but a dynamic, live and vital social system. 



Mayo discussed in detail the factors that cause a change in human behaviour. He concluded that 
the cause of increase in the productivity of the workers is not a single factor like changing 
working hours or rest pauses but a combination of these and several other faccors. Considerate 
supervision, giving autonomy to the workers, allowing the formation of small cohesive groups of 
workers, creating conditions which encourage and support the growth of these groups and the 
cooperation between workers and management lead to increase in productivity. 

Mayo's contribution to management thought lies in the recognition of the fact that workers' 
perfonnance is related to psychological, sociological and physical factors. Hawthomed Study 
was an important landmark in studying the behaviour of worker and his relationship to the job, his 
fellow workers and the organisation. lt discarded the engineering approach (as in Scientific 
Management) to the problems of work. Rather it proved that' informal work·groups and the 
opportunity to be heard and participate in decision-making have an important impact on the 
l?roductivity of the workers. 

Chester I. Barnard 

Like Henri Fayol. Bamad (l886-1961) was also a practitioner. He rose to the position of the 
president of the.New Jersey Bell Telephone Company. In his famous book, The Functions of the 
Executive, Barnad described organisation as a social system that requires human cooperation. He 
also introduced the concepts informal organisation. status, and communication. 

According to Barnard, formal organisation is a cooperative system in which there are persons 
able to communicate with each other, and are willing to contribute towards a common purpose. It 
is the primary duty of a manager to stimulate people to high levels of effort. Organisational 
success, thus, depends on the manager's ability to obtain cooperation from the organisational 
members. 

Barnard concentrated mainly on the working and efficiency of social systems. That is why, he is 
also known as the father of Social System School of management thought He started with the 
individual, moved to cooperative organized endeavour, and ended with the executive functions. 
Barnard identified the following functions of an executive: (a) the maintenance of organisational 
communication, (b) securing essential services from individuals in the organisation, and (c) 
formulating and defining the purpose. By performing these functions, the executives can achieved 
good human relations in the organisation. 

Barnard developed a new concept of authority known as acceptance authority. He suggested 
that a person will accept the communication as authoritative only when four conditions are 
satisfied : (a) he can understand the commonication. (b) he beUeves that it is consistent with 
organisational purpose, (c) he believes it to be compatible with his own personal interests, and (d) 
he js mentally and physically able to comply with it. 

Barnard is also remembered for his views on social responsibility of management. The philosophy 
of social responsibility of management emphasizes that management should provide fair wages 
and security, and also create an atmosphere conductive to the growth and development of the 
worker as a good employ(;le and citizen. The management should also satisfy the other groups 
with whom the organisation has interaction such as investors, customers, suppliers and commun.ity. 

ln brief, Chester I. Barnard was a dynamic trailblazer in the field of management. He studied the 
inter-relationships with in the organisation and suggested cooperation between management 
and workers to achieve the goals of the organisation. His definition of fonnal organisation is 
regarded to be a major contribution in the field of management. He studied informal groups and 
communication with the organisation. He also laid emphasis on the external environment of the 
organisation. 

Herbert A. Simon 

Herber Simon, an Americao political and social scientist, got the Nobel Prize in Economics in 1978. 
He has several publicatioos to this credit sucn as Administrative Behaviour, 1947, Public 
Administration, 1950, organisation, 1958, the New Science of Management Decision •. I 960. The 
Shape of Automation for Men and Management, 1965. 
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Simon examined the accepted principles of administration and found these contradictory as well 
as ambiguous. Simon criticized the principles of managemeol propagated by earlier writers like 
Lyndall Urwick and Gulick. He decried these principles as 'myths' , 'slogans' and 'homely proverbs' , 
He pointed out inherent contradiction in them. This led him to evolve a new approach to 
administrative organisation. This approach is known as decision theory approach. He felt that 
organisations are decision-making centres. For the effectiveness of the organisation all the decisions 
should be rations. 

Douglas McGregor 

Douglas McGregor is popularforh.is "Theory X" and "Theory Y'', which he presented in his book 
"The Human Side of Enterprise". He was a behavioural scientist and his central concern was the 
application of behavioural science research to the practice of tnanagement. He argued that the 
traditional organisation and management practices were based on certain assumptions about 
human nature such as an average being does not like work inherently, avoids responsibility and 
has little ambition. The assumptions are contained in Theory X which is based as them is taken 
notion of cause and effect. McGregor's observation of human behaviour led him to fonuulate a 
different set of assumptions about human nature which be called theory Y. He found that people 
are active and they take initiative and like work and responsibility. He suggested participative 
management and managing by objectives for the motivation of such employees. 

Rensis Likert 

Rensis Likert, a fonner direcloJ of the lnstitute of Social Research at the University of Michigan, 
conducted extensive research in the field of Leadership with the help of his associates. He 
enunciated four basic styles which he presented in his 'New Patterns of Management' published 
in 1961 and 'The Human Organisation' published in 1967. These styles ofleadership are: 

1. Exploitati ve--Authoritative. 

2. Benevolent-Authoritative. 

3. Consultative-Democratic. 

4. Pru:ticipative-Democratic. 

Peter F. Drucker 

Born in Vienna in 1909, Peter Drucker is a contemporary write on management practice. The ideas 
he put forward in ''The Practice of Management'' many years ago are still basic tenets of management 
throughout the globe. Drucker's extensive writings are a landmark in the management field. He is 
a legendary figure in management thought through his writings and consultancy. 

Drucker viewed management as tbe 'dynamic, life-giving element in an organisation' which converts 
resources into result . He wrote about management at it is rather than as it should be. He maintained 
that management can never be an..exact-science. He laid more emphasis on practical experienae 
than on formal d~gree in management or administration. He introduced the concept of management 
by objectives and self-control ln early fifties. Re maintained that economic performance is the 
ultimate test of effectiveness of management. He argued that a company can make a social 
contribution on1y if it is profitable. Drucker has also been concerned wilh futurity. He stressed 
that a manager operates in a rurbulent environment. ln order to be successful, he must predict 
environment and adapt his organisation to the e11viroomemal changes. 

Peter Drucker is a contemporary management thinker. His works 'The Practice of Management 
( 1954), 'Managing for ResuJt' (1964), 'The Effective Executive' ( 1967), 'The Age of Discontinuity' 
(1969) and 'Management: Tasks, Responsibilities and Practices' (1974) are most significant. The 
Practice of Management is a very useful guide to managers. "Managing for Results' enables an 
executive to see his business in a better perspective. It tells how the executive can find the right 
things to do. It emphasis that economic perfonnance is the specific function and business exists 
on account of economic perfonnance. The 'Effective Executive' presents a systematic study of 
practices essential for the success of executives. This is regarded to be an indispensable book for 
executives. Drucker has discussed five principles in detail, viz, time management, personal 
contribution to the organisation, making strength productive, establishment of priorities and 
effective decision-making. 



'The Age of Discontinuity' ( 1968) focussed on changes in technology and their implications for 
the economy. Tt emphasises the effects of shifts from manual work to mental work. Drucker 
mentioned the sharp wscontinuities between the panems and trends of the part fifty years and 
those of the future. For solving the problems which can make the society liveable, and 
understanding of the discontinuities is essential, 

Management: Task, Responsibilities and Practices' (1974) is a very comprehensive book. It is a 
compenclium of Peter Drucker on management. This book discusses systematically the tasks of 
management and the nature of organisation. Drucker is of the view that in the success of managers 
lies the working of institutions and, in tum, the working of the society. He felt that manager need 
both a based competence and a wiU to perfonn. His observations are based on experience. Drucker 
treats management ·not so much a science as an organized body of knowledge'. 

Thus, Drucker's contributions are substantial to different areas of management. His writings and 
thoughts bear testimony to his deep insights into the practice of management. He is renowned all 
over the world for his practicability and sophistication of views. His extensive writings are a 
landmark in contemporary management. 

Sturknt \rti, ii~ ~ 

Summarize the contributions of: 

• Modem management thought 

• Human relation school. 

• Scientific management. 

• Hawthrone study. 

SUMMARY 

The study of Organization and management is a must to understand the underlying principles of 
management. Various schools of thoughts have put forward theories to better understand the 
scope of management in organization. Management theory is yet one of the pivotal approaches 
employed lo analyze the concept of management and organization. Commonly used analysis of 
approaches to organization and management is the three-fold categorization pivotaJ of classical, 
human relations and systems. The classical wri t.e('S placed emphasis on purpose and strucrure, on 
the technical requirements of the organisation, on principles of management, and on the assumption 
of rational and logical behaviour. The human relations writers emphasized the importance of the 
infonnal organisation and the psychological and social needs of people at work. The systems 
approach attempts to integrate the work of.the classical and human relations writers. Attention is 
focused on the organisation as a whole and the interactions between technical and social variables. 
The organisation is seen as an open system in continual interaction with the external environmenL 

More recent fonns of analysis include contingency theory and social action. Contingency theory 
highlights possible means of differentiating between alternative fonns of structures and systems 
of management. 

It. might be that the study of Qrganisations is moving towards a more scientific value approach, 
But whatever the balance between philosophy and science, a knowledge of management theory 
will help with the complexities of management .in modern work organisations. 

KEYWORDS 

Classical theory: ll concentrates on the structure of the organization for the achievement of 
organizational goals and certain principles of management 

ScumJijic management: It emphasizes efficiency of lower levels of organization 

Admi11istrative M'll1iagement: Concerned with the detennination of policies. 
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Bureaucracy: A fonn of rational organization characterized by division of labour. specialization. 

structure, impersonal relations, competence of personnel etc. 

Neo-C/assical Theory: This approach emphasizes on the importance of social and psychological 
factors in detennining workers' productivity and satisfaction. 

Human re/ationists: The neo-classical writers who were instrumental in creating a new image of 
man and the. work pJace 

Behavioral Science Approach: This approach utilizes methods and techniques of social science. 
which emphasizes on motivation, individual drives, group relations, leadership, group dynamics 
and so forth. 

QUJJntitative Approach: 1t uses scientific tools for providing and quantitative basis for Managerial 
decisions. It believes that management problems can be expressed in tenns of mathematical 
symbols and relationships. 

Systems Approach: It is based on the generalization that an organization is an open system 
composed on inter-related and inter-dependent elements. 

Contingency Approach: It is concerned with the anaJysis of interaction of specific organizations 
with their external environment and the adoption of structure to meet the requirements of the 
situation. 

Operational Approach: lt regards management as a universally applicable body of knowledge 
that can be brought to bear at all levels of managing and in all types of enterprises. 

System: A system is composed of related and dependent elements which when in interactions for 
a unitary whole. 

Clo_sed system: A closed system is self-dependent and there is no interaction of the sysrem with 
the external environment. 

Open system: An open system interacts with the environment obtaining inputs such as raw 
material, layout, capital, technology etc and operations are perfonned upon the inputs to produce 

desired outputs with the application of feedback process. 

Adaptive system: A system, which can continuously adjust to changing environment. 

Synergy: Law of synergy implies that the output of a system is always more than the combined 

output of its parts. 

REVIEW QUESTIONS 

I. Describe various Schools of Management Thought prevalent from ti.me to time. 

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

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

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

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

6. "FayoJ is considered as the father of mod~rn management theory". Discuss. 

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

concerned. 

8. Write short notes on: 

9. 

I. Human Behaviour School 2. Mathematical School 3. Operational Approach. 

Discuss the contribution of Behavioural and System scientists to the development of 

management thought. 



I 

10. Distinguish between the following: 

(a) Contingency approach and systems approach. 

(b) Scientific management and quantitative approach. 

l I. Write a shon note on Human Relations Approach lo Management. 

12. Distinguish between Human Relations and Scientific Management approach to Management. 

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

14. Discuss the Systems Approach to the study of Management. 

15. (a) What is systems approach to management? Explain the salient features of this approach. 

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

16. "Elton Mayo is known as the father of Human Relations School". Comment. 

FURTHER READINGS 

George C.S. 11ie History of Management Thought, Second Edition, PHI. 

Brech, E. F. L. Organization: 11ie Framework of Management, Second Edition, Longman. 
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CHAPTER 

3 
MANAGERIALSKH.iLS 

LEARNING OBJECTIVES 

After studying this chapter, you should be able to: 

• Describe different levels of management 

• State the necessary inputs in management skills 

• Discuss various roles played by a manager 

INTRODUCTION 

The term 'Manager' conveys different meanings to different people as there are no prescribed 
duties and qualifications of a manager. In a bjg enterprise, there are two distinct classes of employees, 
viz., (a) operative employees and (b) personnel employed to supervise other employees. The 
personnel of second category are termed as managers. 1n the words of Edwin B. Flippo, "A 
manager is one who exercises authority and leadership over other personnel; the president (chief 
executive or general manager) of a company is certainly a manager and so also is the departmental 
head or a foreman."~ Thus, chief executive, departmental heads, section officers. foremen and 
supervisors are all managers as they are responsible for instructing and guiding other personnel. 

LEVELS OF MANAGEMENT 

The term ' levels of management' refers to a line of demarcation between various managerial 
positions in an organisation. The number of levels of management increase when the size of the 
business and workforce increases. There is a limit to the number of subordinates a person can 
supervise. Levels of management are increased so as to achieve effective supervision. 

The number of levels of management cannot be increased to an unlimited extent because it may 
create many problems. ll may complicate the communication process and make coordination and 
control difficult, Therefore. it is desirable to restrict the number of levels of management. But the 
feasible span of conti;ol should not be widened to restrict the number of managerial levels. 
According to Urwick, "In determining the number of levels which are necessary, prime regard 
should be g·iven to the span of control and not vice versa. Forcing managers to exceed their 
feasible span of control merely in order to reduce the number of levels will increase administrative 
and social distance". 

In most of the big organisations, there are generally foui levels of management, namely, top 
management, upper middle management, m iddle management and lower level or first line 
management These have been shown in Figure 6. 

Top Level Management 

Top management of a company consists of the Board of Directors and the Chief Executive or the 
Managing Director. IL is the ultimate source of authority and it establishes goals and policies for 
the enterprise. lt is accountable to the owners of the business for the overall management. Top 
management also approves the decisions of the middle level management. It can issue orde.rs and 
instructions and lay down guidelines whlch must be followed by the lower levels. 

The responsibil'ities of the chlef executive position include the interpreting of organisational 
polices and communicating the goals of the organisation. The chief executive thinks and takes 

decisions for the long run welfare of th.e enterprise. He puts into effect the policy decisions taken 
by the Board and maintains effective coordination in the organisation. 



The functions perfonned by the top management are stated below: 

(i) Top management lays down the objectives of the enterprise. 

(ii) It prepares strategic plans and policies for the enterprise. 

(iii) It issues necessary instructions for the preparation of departmental budgets, schedules, 
procedures, etc. 

(iv) It appoints the executives for the middle-level. 

Board of 
directors 

I 1ent } Top managen 

Managing 
directors 

I 
I I I 

Production Finance Marketing 
manager manager manager 

} Upper middle 
mnnagement 

I I I 
Superintendents 

Heads of Bra.nch 
sections managers 

} Middle 
management 

I I I 
Supervisors Finance and Sales 

Foremen accounts officers officers } First line or super-
visory 

I I I 
management 

Workers Clerks Salesmen } Operative 
workforce 

Figure 6: Levels of Management 

(v) It coordinates the activities of different departments. 

(vi) It controls the activities of all department with the help of reports, memoranda, etc. 

(vii) It builds and maintains relations with the outside public. 

Upper Middle or Intermediate Management 

Upper middle management consists of heads of various divisions. As shown in Figure 6, Production 
Director, Finance Director and Marketing Director comprise the intennediate or upper middle 
management. The heads of functional divisions are in constant touch with the top management. 
They are responsible for the effective perfonnance of their functional divisions, They pursue the 
policies and programmes laid down by the top management. They pe.rform the following functions: 

(i) Upper middle management lays down plans and policies for the middle management. 

(ii) They put the top management's plans into practice. 

(1ii) They coordinate the functioning of their divisions. 

(iv) They appraise and control the functioning of middle management. 

(v) They give di.rectioos and guidance to the lower levels. 

(vi) They prepare reports about the progress of their divisions for use by the top management. 
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Middle Level Management 

Middle level management generally consists of heads of functional departments. They are 
responsible to the top management for the efficient functioning of their departments. They devote 
more time to the organisation and functions of management. The middle level managers include 
branch managers, superintendents and heads of various sections. 

Mary c. Niles, in her book ' Middle Management', has laid down the seven functions of middle 
management, which are as follows: 

(i) To run the.details of the organisation, leaving the top managers as free as possible of their 
irresponsibilities. 

(ii) To cooperate in making a smoothly functioning organisation. 

(iii) To understand the interlocking of departments in major policies. 

(iv) To achieve the coordination between the different parts of the organisation. 

(v) To build up a contented and efficient staff where reward is given according to capacity and 
merit and not according co chance or length of service. 

(vi) To develop leaders for the future by broad training and experience. 

(vii) To build a team spirit where all ate working to provide a product or service wanted by the 
society. 

As shown in Figure 6, middle management may be upper middle management and lower middle 
management. Io small organisations, there is only one layer of middle management. But where 
both of these ex.isl, it is the upper middle management that gets authority direct from the top 
management. 

Supervisory or Lower Level Management 

Supervisory management refers to those executives whose work is to control and direct operative 
employees. This level includes supervisors, foremen, finance and accounts officers, sales officers, 
etc. Th6 essential feature of this level is. that managers at this level are in direct contact with the 
operative employees. They are more concerned with direction and control functions of management 
as compared to planning and organi.zing. They implement the policies of top management 
communicated to them by the middle level managers. 

Managers at the lowest level are also known as first line supervisors. They represent a link 
between the management and the workers. The important functions of a supervisor or lower level 
executive are listed below: 

(u To plan and organize the activities of the group. 

(ii) To arrange for necessary material, machines. tools, etc., for workers and to provide them the 
necessary working environment, 

(iii) To prove training to the workers. 

(iv) To supervise and guide the s ubordinates. 

(v) To solve problems of tbe workers. 

(vi) To communicate workers ' problems to the higher level management. 

Intensity of Management Functions at Different Levels 

From 'the above discussion, it can be concluded that all managers, top, middle and first line 
perfoon the same managerial functions. The main difference between their jobs in terms of 
management functions is emphasis. As shown in Figure 7, the top management spends more time 
on planning and organizing than does the middle and first line management. The middle 
management spends more time on directing and controlling than the top management. The first 
line managers devote less time on planning and organizing and more time on directing and 
controlling. Thus, the time and effort spent on different functions will depend on the level on 
which the manager is placed in the managerial hierarchy. 
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Figure 7: Management functions atdift'erent levels 

MANAGERIAL SKILLS 

The job of a manager demands a mjxture of many types of skills, whether he belongs to a business 
organisation, an educational institution, a hospital or a club. A manager is successful when he is 
able to make a smooth functioning team of people wot'king under him. He is to reconcile, coordinate 
and appraise the various viewpoints and talents of people wodcing under him towards the 
organisation goals. He has also to plan and organize the operations of the enterprise ~o that the 
subordinates are able to use the material resources in the best possible manner. For ,1is, he must 
use the various skills in appropriate degrees. 

We can broadly classify the slcills required by managers into tfte following three categories: (i) 
Conceptual slcills (ii) Hwnan skills, and (iii) Technical skills as shown in Figure 8. Technical skills 
deal with jobs, human skills with persons and conceptual slcills with ideas. The three types of 
skills are interrelated and they are required by aU managers. But the proportion or relative 
significance of these skills varies with the level of management. 

Top 
management 

Middle 
management 

First-line 
managemenl 

Strategic planning anp 
decision making 

Coordinating and planning for 
implementation 

Implementation 

Figure 8: Managerial skills 

. ., ' 
(i) Conceptual Skills: Conceptual skill is the ability to see the organisation as a whole, to 

recognize interrelationships among different functions of the business and external forces 
aod to guide effectively the organisational efforts. Conceptualisation requires extensive 
k:nowJedge, imagination and ability to see the 'big picture1 of the organisation. Conceptual 
skills are used for abstract thinking aod for the concept deveJopment involved in planning 
and strategy fonnulation. Conceptual skills involve the ability to understand how the parts 
of an organisation depend on each other, A manager needs conceptual skills to recogniu 
the interrelationships of various situational factors and, therefore, make decisions that will 
be in the best interests of the organisation. 

(ii) Human Skills: Human ski Us are essential to work with others and achieve their cooperation. 
Human skills are the abilities needed to resolve conflicts, motivate, lead and communicate 
effectively with others, Because all work is done when-people work together, human relations 
skills are equally important at all levels of management. Every manager should be able to 
communicate effectively and also understand what thoughts others are trying to convey. 

(iii) Technical Skills: Technical skills refer to specialized knowledge and proficiency in handling 
methods, processes and techniques of specific jobs. These skills are most important at 
lower levels of managemem and much less important at upper levels. The production 
supervisor in a manufacturing planr, for example, must know the processes used and be 
able to physically perfonn the tasks he supervises. The data processing supervisor must 
have specialized knowledge about computer software used in the system. 1n most cases, 
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technical skills are important at the lower level because supervisory managers must train 
their subordinates in the ,Proper use of work-related tools, machines and equipment. 

Besides the above skills, the managers, particularly at upper organisational levels, must 
also have design skills. These involve competencies to solve organisational problems in 
the light of the prevailing external environment of the organisation. 

Importance of Skills at Different Levels 

There are various levels of management and the managers at various levels perform alJ the functions 
of management though in varying degrees. Thus, the level of skills required at different managerial 
levels wiU be different as shown in Figure?-Conceptual skills are critical in top executive positions 
whereas technical skills are very essential for lower level management. Technical skiJls can be 
learnt easily, but other skills cannot be learnt unless an individual has the potential and capacity 
and an inner urge to learn them. 

Conceptual skills are highly important for top management which is responsible for fonnulatiog 
long range plans and policies for the whole business. Human skills are important at all levels of 
management. This should be obvious as management is the process of getting things done 
through and with people. At every level, managers interact and work with other human beings. 
But technical skiJls are most important for the first line management which has to administer the 
use of equipments, tools, processes and procedures. The relative importance of technical skills 
decreases as one moves up to higher levels of management. 

Qualities of a Good Manager 

~ order to succeed in managing, a manager should possess the following qualities: 

2 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

Education: A manager must be well-educated. 1n addition to general education, he must 
have specific education lo business managemen!/adrninistralion. Knowledge of business 
environment is also important to deal with the problems which the organisation may have 
to face in the future. 

Training: Management skills are not inbom qualities. They are to be acquired through 
training. Therefore. it is necessary for a good manager to have some sort of training in the 
branch of management where he is working or going Lo work. 

Intelligence: A manager shou]d have somewhal higher level of intelligence than the average 
human beings. He should have the ability to th.ink scientifically and analyze the problems 
accurately. 

Leadership: Every manager is supposed Lo provide guidance and leadersni,p to a number of 
subordinates. He should be able to channelize the energies of the subordinates for the 
achievement of organisational objectives. The manager can motivate the subordinates 
effectively if he has got leadership qualities. 

Foresight: A good manager should have an open mind. He should be receptive to new 
ideas. He should be able to foresee the problems which might be faced by the business. 
Only through his foresightedness, he can take good decisions. 

Maturity: A good manager should have broad interests. He should be emotionaJly mature 
and have balanced temperament He should have high frustration tolerance also. 

Technical .Knowledge: A manager should have sufficient knowJedge of the techniques of 
produclion being used in the enlerp('ise. Adequate technical knowledge is necessary so 
that he may not be befooled by the subordinates. 

Human Rela_tions Attitude: An effort should be made to ti)' and develop social understanding. 
He should treat his subordinates as human beings. A manager should try to maintain good 
relations with them. He should understand their problems and offer helping hand to them. 

Self-Confidence: A manager should have self-confideoce. He should take decisions after 
scientific analysis and implement them with full dedication. He should not shirk in talcing 
initiative. 



Slll(knt ,\1.:thit~ S 

A manager's job is varied and complex. Managers need certain skills to peifonr. the duties 
and activities associated with being a manager. Robert L. Katz found that managers need 
three essential skills or competencies: technica1, human, and conceptual. Explain these 
three skills. 

THE JOB OF A MANAGER 

Management is planning, organizing. staffing, directing and controlling for the accomplishment 
of organisational goals. Any person who performs these functions is a manager. The fast line 
manager or supervisor or foreman is also a manager because be performs these functions. The 
difference between the functions of top, middle and lowest level management is that of degree. 
For instance, top management concentrates more on long-range planning and organisation, middle 
level management concentrates more on co-ordination and control and lowest level management 
concentrates more on direction to get the things done from the workers, Every manager is concerned 
with ideas, things and people. Management is a creative process for integrating the use of 
resources to accomplish cenain goals. In this process, ideas, things and people are vita1 inputs 
which are to be transformed into output consistent with the goals. 

Management of ideas implies use of conceptual skills. It has three connotations. First, it refers to 
the need for a practical philosophy of management to regard management as distinct and scientific 
process. Secondly, management of ideas refers to the planning phase of management process. 
LastJy, management of ideas refers to creativity and innovation. Creativity refers to generation of 
new ideas and innovation refers to transforming idea into viable realities and utilities. A manager 
must be imaginative to plan ahead and to create new ideas. 

Management of things (non-hwnan resources) deals with the design of production system and 
acquisition, allocation and conversion of physical resources to achieve certain goals. Management 
of people is concerned with procurement, development, ruaintena.nce and integration of human 
resources in the organisation. Every manager has to direct his subordinates to put the organisation 
plans into practice. 

The greater part of every manager's time is spent in communicating and dealing with people. His 
efforts are directed towards obtaining information and evaluating progress towards goals or 
targets and then talcing corrective action. Thus, a manager's job primarily consists of management 
of people. Though, it is his duty to handle all the productive resources, but human factor is more 
important. A manager cannot convert the raw material into finished products himself; he has to 
take the help of others to do this. The greatest problem before any manager is bow to manage the 
personnel to get the best possible results. The manager in the present age has to deal efficiently 
with the P.eople who are to contribute for the achievement of organisational goals. 

Peter Drucker has advocated tl1at the managerial approach to handle workers and work should be 
pragmatic and dynamic. Every job should be designed as an integrated set of operations. The 
workers should be given a sufficient measure of freedom to organise and control their work 
environment. It is the duty of every manager to educate, train and develop people under him so 
that they may use their potentialities and abilities to perfonn the work allotted to them. He is also 
to help them in satisfying their needs and aspirations through incentives. For getting best 
contribution from the people working under him, he must provide them with proper environment. 
The manager must create a climate which brings in and maintains satisfaction and discipline 
among the people. Tltis will increase organisational effectiveness. 

MANAGERIAL ROLES 

A role consistS of the behaviour patterns expected of a manager within an organisation or a 
functional unit. He.nry Mintz.berg conducted a comprehensive survey on the subject of managerial 
roles and integrated his findings with the results of a study of five practising chief executives. He 
identified ten basic roles perfonned by managers at all levels from foremen to chief executives and 
classified them under three beads: (1) interpersonal, (2) informational, and (3) decisional . These 
roles-organized sets of behaviours belonging to a position-describe what managers actually do, 
whereas functions of managers had historically described what mangers should do. 
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The work of managers at all level is ex1remely complex and open-ended, at times more artistic than 

scientific.Although the specific activities of managers atctifterent levels vary, they have important 
elements in common. Each plays a similar role (an organized set of behaviours) that is generally 
accepted as appropriate in a given situation. Thecrux ofMintzberg's work is the identification of 

ten managerial roles. Mintzberg acknowledged that a degree of arbitrariness is involved in the 

selection of these particular classifications, but he justified it pragmatically since manager role 
analysis and classification serves a useful purpose. Table 6 belps us to see managerial work 
across different levels and to integrate some of the vast amount of fragmented information on the 

subjec t. The ten managerial roles are described below. 

Interpersonal Roles 

The following three interpersonal roles help managers keep their organisations running smoothly: 

(i) Figurehead Role: 1t describes the manager as a symbol, required by the status of his office, 
to carry out a variety of social, legal and ceremonial duties. A manager assumes this role 
because of the position occupied. It consists of such duties as signing certain documents 
required by law and offidally receiving visitors. 

(ii) Leader Role: It describes the manager's relationship with his subordinates, his role to hire, 
train and motivate them, As a ]eader, the manager must bring the needs of the subordinates 
io accord with those of his organisation. The manager is also accountable for the activities 
of the subordinates .. 

(iii) Liaison Role: It focuses on the managers~ dealings with people outside his own organisation. 
The manager serves as a liaison between the organisation and outside contacts such as 
customers, suppliers, community and others. 

Informational Roles 

Receiving and rransmitting infoanation are integral aspects of a manager's job. Managers need 
information for taking decisions and they pass on necessary informations to others to facilitate 
their tasks. The three informational roles are discussed below: 

i Monitor Ro1e: It refers to the manager's continually seeking and receiving relevant 

information in order to be well-informed. Much of the information is privileged; he alone 
receives it because of the contacts he develops in his liaison role and because of his status 
in the leader 's role. He receives information usually through his network of contacts. 

ii. Disseminator Role: To this role, the manager passes on important information to subordinates. 
Some of this is factual information but some is based on the manager's analysis and 
interpretation of events. In either case, it is the manager's responsibiLity to ensure that 
subordinates have the information they need to can;y out their duties. 

iii Spokesperson Role: Managers act as spokesperson or representative of the organisation. 
They transmit infonnation to people outside their units. They repr~nt the organisation in 

dealing wilb customers, suppliers, government departments, etc. In this role, the managers 
also speak for their subordinates to the superiors. 

Table 6: MintzbergRoles ofManagers 

Interpersonal Roles 
~ 

Figurehead Leader Liaison 

Performs symbolic duties: Motivates, inspires. se1s an Maintains relationship with 
bestows honours, makes eumple, legitimizes the other orgarusations, government, 
speeches, serves on. powers of subordinates. industry g1oups, etc. 

lnfonnation Roles 
-

Monitor Dlsseminator Spokesperson 

Observes, collects and reviews Transmits information and Speaks for the organisation. 
data on the mec,ring of judgements about internal Lobbies and defends. 
standards , notes compliance. and external environments. Engages in public relations. 

'iO Contd .. , 



Decisional Roles 

Entrepreneurs ])isturbance Resource Negotiator 
llandlu Allocator 

Initiates changes. Handles conflic1s Approves budgels, Works ou1 
Authorizes ac tion, and complaints. schedules and agreements with 
Seis goals. Counters ac1ions promotions. Seu customers, suppliers 
Pormula1es plans. of competitors. priorities. and agl!nC ies, 

Decisional Roles 

Infonnation fs the basic input to decision making for managers. Therefore. decision making roles 
of managers are as follows: 

i. Entrepreneur Role: In this role, the manager takes the initiative for bringing about change 
in his organisation. He looks for problems a:nd opporrunities and initiates steps to deal with 
them. He is thus an initiator and innovator. 

ii. Disturbance Bandier Role: In this role, the managei; takes charge when his organisation 
faces a major disturbance or crisis such as loss of a key ex.ecutive, cancellation of an order, 
a strike, the destruction of a facility, etc. 

iii. Resource Allocator Role: In this role, the manager decides who will get what in the 
organisation. He schedules his own time according to his priorities; he designs his 
organisation, decides who will do what and allocates authority to take all important decisions. 

iv. Negotiator Role: In this role, the manager takes charge whenever his organisation must 
enter into cruciaJ negotiations with other parties. His presence is required because he has 
the information and authority to make tbe 'real time' decisions that difficult negotiations 
require. 

Mintzberg emphasized on the inseparability of these ten roles and advocated for viewing them as 
fonning a 'Gestals' - an integrated whole. For example, status, as manifested in the interpersonaJ 
roles, brings information to I.he manager and it is this information (together with the starus) that 
enables him to perform the decision making role effectively. Further, he observed that different 
managers emphasize different roles. 

The managers in many organisations work with each other to establish the organisation's long 
range goals and to plan how to achieve them. They also work together to provide one another 
wilh the accurate information needed to perfonn tasks. Thus, managers act as channels of 
communication within the organisation. 

Managers are responsible and accountable: Managers are responsible for seeing that specific 
tasks are performed successfully. They are usually evaluated on how well they arrange for these 
tasks to be accomplished. Managers are responsible for the actions of their subordinates. The 
success or failure of subordinates is a direct reflection of managers' success or failure. All members 
of an organisation, including those who are not managers, -are responsible for their p•articular 
task,s. The difference is that .managers are held responsible or accountable, not only for their own 

_ work. but also for the work of subordinates. 

Managers baJa~ce competing goals and set priorities: At any given time, the manager faces a 
number of organisational goals, problems and needs, all of which compete for the manager's time 
and resources (both human and material). Because such resources are always limited, the manager 
must strike a balance between the various goals and needs. Many managers, for example, arrange 
each day's tasks in order of priority. In this way, managerial time is used effectively. 

A manager must also decide who is to perfonn a particular task and must assign work to an 
appropriate person. Although, ideally each person should be given the task he would most like to 
do, this is not always possible. Sometimes individual ability is the decisive factor and a task is 
assigned to ttie person most able to accomplish if. But sometimes a leSs capable worker is assigned 
a task as a learning experience. And, at times, limited human or other resources dictate decisions 
for making work assignments. Managers are often caught between conflicting human and 
organisational needs and so they must identify priorities. 
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Managers think anaJytically and conceptually: To be an analytical thinker, a manager must be 
able lo break a problem down into its components, analyze those components and then come up 
with a feasible solution. But even more important, a manager must be a conceptual thinker, able to 
view the entire task in the abstract and related it to other tasks. Thinking about a particular task in 
relation to its larger implications is no simple matter. But it is essential if the manager is to work 
towards the goals of the organisation as a whole as well as towards the goals of an individual unit. 

Managers make difficuJt decisions: No organisation runs smoothly at all times. There is almost 
no lim1t to the number and types of problems that may occur- financ ial difficulties, problems with 
employees, or differences of opinion concemjng an organisation policy, to name just a few. 
Managers are expected to come up with solutions to difficult problems and to follow through on 
their decisions even when doing so may be unpopular. 

Managers are mediators: Organisations are made up of people and people disagTee or quan·el 
quite often. Dispute with a unit of organisation can lower morale and productivity and they may 
become so unpleasant or disruptive that competent employees decide to leave the organisation. 
Such occurrences hinder work towards the goal of the unit or organisation; therefore, managers 
must at times take on the role of mediator and iron out disputes before they get out of hand. 
Settling conflicts requires skill and tact. Managt:rs who are careless in their handling conflicts 
may later on find that they have only made matters worse. 

The brief description of the managerial roles and responsibilities shows that managers must 
"change hats" frequently and must be alert to the particular role needed at a given time. The· 
ability to recognize the appropriate role to be played and to change roles readily is a mark of an 
effective manager. 

1. Discuss siruations where you, as the human resource manager, might employ e ither 
a democratic or autocratic style of management 

2 What is involved in being an effective manager? 

3. What are some of the concerns to be considered by managers when working within 
different bureaucracies? 

4. In today's world of work, characterized by a changing workforce, new infonnation, 
communication technology ahd globalization, managers need to be skillful in their 
roles and flexible, adaptable and innovative. 

a. · What are the roles and skills rbat all managers must possess and the 
challenges they have to face? 

b. I s it important for managers to be viewed as leaders? 

c. Describe 'flexible working' and explain the reasons for the increase in 'flexible 
working' in today's business environment. 

5. A newly appointed middle manager has come to you for advice. ''I've taken over a 
team of l O people," he says. "The previous manager was lenient and never complained 
when they failed to do what they'd promised, or missed deadlines. I'm trying to 
change this, but they think I'm being unreasonable a:1d strict. How can I tum the 
situation around?" 

a Explain why the people in the team regard their new manager's behavior as 
"unreasonable and strict". 

b. To resolve the problem, what should the manager do? 

SUMMARY 

The skills of a professional changes from level to level in the orga.'lisation. Managers at the top 
level require more of conceptual and design skills whereas at the lower level technical skills are 
needed more. Managers working at the middle level act as a bridge between the top level an!i 
lower level. They are supposed to translate the policies made by the top level into technical form 



which can be appreciated at the lower level in the organisation. Once they are implemented and 
the feedback comes middle managers have 10 again translate the technical details into a fonn 
which can be understood at t,be top level. Hence the need for almost equal level of technical and 
conceptual skills at the middle level. It is important to understand that human skills required are 
equally important at all the levels in the organisation and no one can escape from it.. Every 
manager must learn the art of making everybody feel delighted. 

KEYWORDS 

Manager: A manager is one who exercises authority and leadership over other personnel. 

Levels of management: It refers to a line of demarcation between various managerial positions in 
an organization. 

Top-level management: lt is the ultimate source of authority and it esiablishes goals and policies 
for the enterprise. 

Upper middle managemetil: This level of managemenUs responsible for the effective performance 
of their functional divisions. 

Middle level management: It consists of middle level managers who are responsible to the top 
management for the efficient functioning of departments. 

Supervisory Managenunt: It refers to those executives whose work 1s to control and direct 
operative employees. 

Managerial skills: These are the skills required by managers, which include conceptual skills, 
human skills and technical skills. 

Conceptual skill: It involves the ability to understand how the parts of an organization depend 
on each other. 

Ruman Skills: Human skills are the abilities needed to resolve conflicts, motivate, lead and 
communicate effoctiveJy with others. 

Technical skills: It refers to specialized knowledge and proficiency in handling methods, processes 
and techniques of specific jobs 

Role: A role consists of the behavior patterns expected of a manager within an organization or a 
functional un-it 

lnurpersonal roles: lt consists of figurehead role, leader role and liaison role, which help managers 
to keep their organizations running smoothly. 

Information roles: Managers need infonnation for taking decisions and they pass on necessary 
infonnation to others to facilltate their tasks. It includes monitor role, disseminator role and 
spokesperson role. 

REVIEW QUESTIONS 

1. "Management is concerned with ideas, things and people''. Comment. 

2 'The job of a manager is to manage workers and work". Examine this statement. 

3. What do you understand by the tern 'Levels of Management'? Briefly describe the different 
levels of management. 

4. Il1ustrate different levels of management with the help of a suitable chart. 

5. What functions and duties are associated with top and middle mana_gement in a, modem 
industrial unit? .&plain brieOy. 

6. Write an explanatory note on the skills required by managers. 
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7. Explain the different types of skills required by managers and comment on their relative 
importance at different levels in the organisation. 

8. What roles are petfonned by the managers? Explain each role in the context of a business 
enterprise. 

9. Discuss Henry Mintzberg's classification of basic roles petfonned by managers in modem 
organisations. 

10. Write explanatory notes on the following: 

(a) The Manager and his job. 

(b) Interpersonal roles of managers. 

(c) Conceptual skills. 

I 1. Answer the following: 

(a) Briefly explain the various levels of management. 

(b) What are the functions of top management? 

(c) State the skills required of a manager. 

(d) Why are human skills important? 

(e) What are the interpersonal roles of managers? 

(t) Briefly expla}n the decisional roles of managers as stated by Mintzberg. 

FURTHER READINGS 

Mintzberg, Henry, The Nature of Managerial V.;•, {. New York, Harper & Row. 

Mintzberg, Henry, A New Look at the Chief Executive's Job, Organisation Dynamics, Winter. 



CHAPTER 

4 
SOCIAL RESPONSIBILITY OF MANAGEMENT 

LEARNING OBJECTIVES 

After studying this chapter, you should be able to: 

• Define the concept of social objectives and obligations 

• List various assumptions of social responsibilities 

• State social responsibilities of management in Indian perspective 

SOCIAL OBJECTIVES AND OBLIGATIONS 

Every individual living in the society has social obligations towards it, i.e., to observe certain 
norms of behaviour which have social acceptance and sanction. Viewed in this perspective, 
business managers, who are merely custodians of factors of production belonging to the society, 
also have an obligation to pursue those policies, to make those decisions and to· follow those lines 
of action which are desirable in tenns of the objectives and values of the society. Business 
managers are also a part of society. So their decisions must be influenced by, their obligations 
towards the society. For instance, manufacture and sale of adulterated goods is against the 
interest of t.he general public though it may help the business in maximizing its profits. Such a 
practice is against the concept of social responsibility; so it must be avoided. 

Concept of Social Responsibility 

The phrase 'social responsibility' is widely used in the literature of sociology, anthropology, 
economics, politics and business management. H.R. Bowen has defined the concept of social 
responsibility as "obligation (of business) to pursue those decisions, or to follow those lines of 
action which are desirable in tenns of the objectives and values of our society." According to 
George A. Steiner, '"The assumption of social responsibilities implies recognition and understanding 
of the aspirations of the society and determination to contribute to its achievement' '. 

A careful study of the concept of social responsibility reveals that it has two different facets. First, 
managers recognize that since they are managing an economlc unit in the society, they bave a 
broad obligation to the society with regard to matters affecting public welfare such as employment, 
availability of goods and inflation. Secondly, social responsibility indicates management's 
obligation to nurture and develop human values such as motivation, morale, cooperation and self­
realization in work. Accordingly, the term 'social responsibility' refers to both socio-economic and 
socio-human obligations of the business. 

Impact of Social Responsibilities on Profits 

Cla~sical writers felt that a business is functioning in a socially responsible way if it were using 
economic resources at its command efficiently and supplying goods and services required by the 
society at reasonable prices. If this was done, the business would gel maximum profit and serve 
the best interests of the owners of the business. Thus, if a business was able to utilize efficiently 
the wealth-producing resources at its command and make availability to the consumers goods 
and services of right quality at reasonable prices, lt was considered to be functioning in a sociaUy 
responsible way. "There is one and only one social responsibility of business to use its resources 
and engage in activities des~gned to increase its profits so long as it engages in open and free 
competition, without deception and fraud". 

Thus, the classical economists considered the concept of social responsibility contradictory to 
the operation of the private enterprise system. But this view is strongly condemned by the 
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modern economists because of changed economic and social envfronrnent, consumer 
consciousness, emergence of strong trade unions, increase in literacy rate, etc. It is often argued 
that expenditure on socially responsible activities may not lead to profits in the short run, but will 
increase profitabiliry in the long run. Moreover, business and their managers are a part of the 
society. They must behave in a socially responsible manner. The managers have to take care of 
the interest'> of investors. employees, c~stomers, suppliers and the society in general. 

Are Socia) Obligations in Conflict with Profit Objective 

Though social responsibilities have come to be recognized by most of the businessmen, it does 
not mean that they are to be taken as the only guidelines for taking decisions. And if the social 
responsibilities are taken care of at the cost of economic objectives, the survival of the business 
will be in danger. The management should consider the earning of profit and performing of social 
obligations simultaneously. A business enterprise which is earning profit can serve the society in 
a better way than an enterprise which is running into losses. Profit objective cannot be eliminated 
as the very survival of the business will be put in danger. If a business unit is earning sufficient 
profitS, it will be prima facie evidence of the fact it is being run e.fficiently. A part of the profit can 
be retained every year and reinvested in productive channels. This will help in the growth of the 
enterprise. At the same time, an enterprise is under an obligation not to exploit the customers. JI 
should provide high quality goods and services at the lowest possible price and should decrease 
the cost of production by minimizing wastes and delays and by efficient1y using the resources. 
Similarly, the profits should not be maximized by keeping the wages at the low level. To sum up, 
earning of profits is necessary for any business enterprise. But it is also the responsibility of 
management to reconcile the interests of owners, workers, customers and society. 

ASSUMPTION OF SOCIAL RE_8PONSIBILITIES 

Since long there has been a controversy whether business should assume social responsibilities 
or not. It would be worthwhile to analyze the argutnents offered both in favour of and against the 
assumption of social responsibilities by business. 

Arguments for Assuming Social Obligations 

The important arguments offered in favour of business assuming social responsibilities are as 

follows: 

(i) Use of Society's Resources: Business is a creation of society and so it should respond to 

the demands of the society. Sioce business uses the resources which belong to the society, 
it is necessary that every business enterprise should fulfil its social obligations. Business 
managers are obliged to use the social resources for the common good of society. 

(u) Long-term .Bu.siness Interest: The long-tean self-interest of the business is best served 

when business assumes social responsibilities. There is a growing realization on the part of 
the enlightened businessmen that it is in their self-interest to fulfil demands and aspirations 
of th~ society. The people who have good environment, education and opportunities make 
better employees, customers and neighbours for business than those who are poor, ignorant 

or oppressed. 

(iii) Moral Justification: It is moral and right thing to do. It is widely agreed that businessmen 
today have considerable social power. This- power is virtually granted to them by the 
society which must have a general re.lationship with social responsibility. The social 

responsibilities of businessmen should be commensurate with their social power. If the 
businessmen do not assume social responsibility, their social power will be taken away by 
the society through Government controls and regulations and other measures. 

(iv) Better Public Image: Public image of business is improved. The business will retain the 
needed credibility with. the public if it performs its social obligations. It will also avoid 

conflict with th.e society in its own interest. Good relations with the workers, consumers 
and suppliers will lead to success of business. 



(v) Conscious Customers: The consumers are well informed. They eJCpect higher quality 

products at reasonable rates. If they don't get fair treatment from business, they will organize 
themselves and compel the business to assume its social responsibilities. 

Arguments against Assuming Social Obligations 

The classical view has been against the business assuming social responsibilities. It was argued 
that business is an economic instirution and as such its primary responsibility is to produce 
goods and services efficiently and to earn profits for its owners. Milton Friedman said, "In a free 
enterprise and private property system, a manager is an employee of owners of the business and 

is directly responsible Lo them as his employers. Since stockholders want to make as much profit 

as possible, the manager's sole objective should be to try to do this. If a manager spends 
stockholders ' money in the public interest, he is spending stoekhoJder's money without their 

approval and perhaps in ways stockholders would oppose. Similarly, if the cost of social action is 

passed on to consumers in the fonn of higher prices, the manager is spending their money also. 
This is taxation without representation". 

The common arguments advanced opposing the idea of business assuming social responsibilities 
are as follows: 

(i) Conflicting Considerations: A business manager will be guided by two considerations, 

namely, private market mechanism and social responsibili ties, wrucJi are opposite to each 
other. 

(ii) Arbitrary Power: Business managers will get arbitrary power in the matter of allocation of 

resources in the welfare of the society. They should have no right to interfere with the 

external environment of business. 

(iii) Disregard o f Market Mechanism: The doctrine of social responsibilities implies acceptance 

of socialist view that political mechanism rather than market mechanism is lhe appropriate 

way to allocate scarce resources to alternative uses. 

(iv) Responsibility of Government Business should have no relati.ooship with welfare schemes. 

It is the sole responsibility of the Government of the land to adopt schemes and measures 

for the upliftment of the weaker sections of the society. 

The above arguments have no weight in practice because modem business concerns cannot be 
contented merely with enough profit for t.beir growth and stability in lbe economic set up. The 

business houses are a part of the society and so must respond to the social needs and values. 

'Social responsibilities' have assumed greater importance with the investment by the Government 

in the business undertakings in the public sector. The changing needs and values of the society 
must be reflected in the a lternatives considered and priorities assigned by the managers. The 

managers must take care of the demands, feelings and attitudes of the people, particularly of the 

persons working fo the organization. A good business enterprise must pay reasonable wages to 

its employees and must provide funds for their welfare. They most also contribute io the general 
welfare of the society by making efficient and economical use of resQUl'ces at their command. 

OBLIGATIONS OF MANAGERS TOWARDS DIFFERENT 
SEGMENTS OF THE SOCIETY 

Social responsibilities of management can be studied under the two heading : (i) Internal social 
responsibilities and (i i) External social responsibilities, Internal social responsibilities are concerned 
with assuring due process.justice, equity and morality in employee selection, training and firing. 
They may also relate to such things as increasing employee productivity and improving employee 
physical environment. External social responsibilities refer to sucb actions as stimulating minority 
entrepreneurship, improvi:ng the balance of payments, or training and hiring hard,-core unemployed. 
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Thus, management owes social obligations to two groups of society: (i) Insiders-shareholders 
and employees and (ii) Outsiders-customers, suppliers, govemmems and the society as a whole. 
The responsibilities of management towards these groups are discussed below. 

Responsibility towards Shareholders or Owners 

Though there is separation of ownership and management in case of joint stock companies, 
shareholders are entitled to appoint directors and seek regularly accurate and full financial 
infonnation about tbe company. The management or the directors of the company are responsible 
for safeguarding the interests of the shareholders. But in case of sote tradership and partnership 
concerns, the owners can look after their interest themse.lves. 

In case of a company, the directors have the following responsibilities towards the shareholders: 

(i) Reasonable Dividend: Shareholders are a source of funds for the company. They 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. 

(ii) Stability and Growth: [t is the duty of the management to see that financial position of the 
company is good and it is improving day by day. 

(fu) Information: [l is the responsibility of the management to keep the shareholders well infonned 
about the progress and financial position of the company. 

(iv) Prot.ection of Assets: The assets of the company are purchased with the funds provided by 
the shareholders. The management is responsible to safegµard these assets. 

( v) Trustee of Shareholders: The management is the trustee of shareholders' funds. Therefore, 
the assets of the company should be used for the business of the company only. The 
policies followed by the management should increase the welfare of the shareholders. 

Responsibility towards Customers 

Customers' satisfaction is the ultimate aim of all economic activity. Trus involves more than the 
offer of products at the lowest possible price. Adulteration of goods, poor quality, Cai.Jure to give 
fair measure, lack of service and courtesy to the customers, misle.ading or dishonest advertising 
are some of the examples of violation by business of its obligations towards the customers of its 
products. Therefore, it is the d uty of management to take care of the following points: 

(i) Need Satisfaction: The company should produce those goods which meet the needs of the 
consumers of different classes, tastes and with different purchasing power. 

(ii) Regular Flow of Goods: The business should make goods of the right quality available to 
the right people at the right time and place at reasonable prices. 

(iii) Courteous Service: The business should provide a prompt, adequate and courteous service . 
to customers and handle their grievances carefully. 



(iv) Right Information: The management should ensure that advertisement and statements 
,issued by the business are true and fair. 

(v) Fair Trade Practices: The management should not indulge into unfair and unethical practices 
such as black marketi_ng, hoarding, adulteration, etc. The goods and services should be 

distributed properly so that the customers do not face any difficulty in purchasing them. 

Responsibility towards Suppliers 

Management should deal with the suppliers judiciously. It should try for fair terms and conditions 
regarding price, quality, deUvery of goods and payment Their dealings with the suppliers should 
be based on integrity and courtesy in the absence of which the suppliers will not supply them the 
goods on credit. In short, management most create healthy relations with the suppliers. 

Responsibility towards Workers/ Employees 

Workers are a source of labour. They should be treated as human beings and their cooperation 
must be achieved for the realization of organizational goals. The management should fulfil the 
following obligations towards the workers: 

(i) Fair Wages: Every business should pay reasonable wages and salaries to its employees so 

that they may lead a good life and satisfy their needs. 

(ii) Good Working Conditions: Since workers spend about eight hours on a working day at 

their workplace, they must be provided with good working conditions. Good working 
conditions are necessary to maintain the health of the workers. 

(iii) Adequate Service Benefits: Workers should be provided service benefits such as housing 
and medical facilities, insurance cover and retirement benefits. These will make their future 

secure. 

(iv) Cooperation: lt is the responsibj)ity of the management to win the cooperation of the 
workers by creating conditions in which workers are willing to put forward their best efforts 
1owards the common goals of the business. 

(v) Recognition of Workers' Rights: The management should recognize the workers ' rights to 

fair wages, to participate in decisions affecting their working life, to form trade unions, to 
collective bargaining and to go on strike. 

(vi) Opportunity ror Growth: The workers should be helped by education and other means to 
improve tbeir sk:iUs. Management should give the workers opportunities to develop their 
capabilities throu$h training, education and the enjoyment of freedom to the greatest possible 

extent. 

Responsibility towards Government 

Every business entelprise is governed by various laws. It is the duty of the management of every 
enterprise to manage its affairs c1ccording to the laws affecting it. ,Management's policies should 
be laid down taking into consideration the provisions of various legislations and guidelines 
issued by the Government Management should follow fair trade practices. It should pay taxes 
and other Government dues honestly, fully and promptly. It should not encourage corruption, 
black marketing and other social evils. 

The specific responsibilities of business towards government may be enumerated as follows: 

(i) To abide by the laws of 1he nation. 

(ii) To pay government taxes honestly and in time. 

(iii) To avoid corrupting government employees. 

(iv) To discourage the tendency of concentration of economic power and monopoly. 

(v) To encourage fair trade practices. 

Responsibility towards Society /Community 

Peter Drucker suggested that the business should be so managed so as to make the public good 
being treated as the private good of I.he enterprise. Thus, every business owes an obligation to 
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. 
the society at large. The specific responsibilities of business towards the society are discussed 
below: 

(i) Socio-economic Objectives: Management must be guided by the socio-economic objectives 
of the society. lt should not indulge in any practice which is not fair from social point of 
view. Society expects that the management will use the factors of production effectively 
and efficiently for the satisfaction of the needs of the society. If the management fulfils 
these expectations, its goodwill and reputation will increase. 

(ti) Improvement of Local Environment: Good management can contribute to the advancement 
of local amenities where the enterprise functions. It can 'develop the surrounding area for 
the well-being of the workers and other people. Management has the responsibility to keep 
the environmental conditions healthy where the production is being carried on. It should 
take preventive measures against water and air pollution and should contribute to the 
community development activities. If the management fails to discharge its responsibillty, 
the Government will interlere to prevent the enterprise from spoiling the conditions of 
living. 

(tii) Create Employment Opportunities: It is the responsibility of the management to help to 
increase direct and indirect employment in the area where it is functioning. 

(iv) Efficient use of Resources: The resources at the command of business belong to the 
society. Therefore, the management should make the best possible use of capital, raw 
materi.als, machines, technical knowledge and other resources for the well-being of the 
~odety. 

(v) Welfare Activities: The business should contribute towards the upliftment of the weaker 
sections of the society. It should cooperate in the welfare activities of the commumty. 

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

'-t111h-11t \t 111 it1 7 

1. Are Multinational Corporation abiding by the common accepted codes of corporate 

social responsibilities 

2 Based on this theme you are required to find out anyone of the MNCs in soft drinks 

sector and discuss whether they are following in confonnity towards social responsibility. 

3. Also Define what do you mean by social Responsibility and what are its assumptions. 

Reconciliation of Confflcting Interests · 

Toe above discussion reveals that the interests of various groups are not identical. They are 
generally conflicting. Owners want the highest possible return, the workers the highest possible 
wages, the consumers the goods at the lowest possible price and the Government wants the 
highest possible revenue. It is the duty of management to bring about a compromise among the 
interests of various parties. Thus, management is an arbiter among the various interests. lt is 
called upon to divide the returns from the business activity equally among various groups by 
providing a fair return to owners, fair pay, fair working conditions and promotional avenues to the 
workers, good quality p(oducts at fair prices to the customers and by making the business an 
asset to the local community and the society. 

Concept of Trusteeship 

The move towards social responsibility brings corporate management quite close to Mahatma 
Gandhi's philosophy' of trusteeShip. Since in an average company, the management controls what 
it does not wholly or at times even partly own, it necessarily becomes a trustee of the capital. 
However, according to Gandhian's concept, even the suppliers of capital should not treat their 
wealth as exclusively their own but as something which they are holding in trust for the society. 
It follows that in the ultimate analysis corporate management becomes the trustee not only of 
shareholders but also of certain other broader interests like labour, consumers, government and 
even society at large. 

The word 'trustee' has been in use in corporate management for a very long time. The directors of 
companies are traditionally viewed as trustees of the shareholders with the object of maximizing 



profits. This is consistent with the normal sense in which the word ' trustee' is used in legal 
nomenclature. But when Mahatma Gandhi spoke of a trustee, he meant not just a trustee in lhe 
normal legal sense, but a good deal more on moral grounds not covered by law. The Gandhian 
theory of trusteeship "makes no di.stinction between private and non-private property. All property 
is held in trust, no matter who possesses it and what its nature or quality is. Indeed, the theory of 
trusteeship applies not only to rangible and transferable property, but also to places of power and 
position and to intangible and non-transferabl~ property". 

SOCIAL RESPONSIBILITIES OF MANAGEMENT IN INDIA 

'Social Responsibilities 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. l\' -.!em 
businessmen are more concerned with it than their predecessors. They recogniz.e that since they 
are managing an economic unit in the society, they have an obligation towards the society with 
regard to their decisions and actions affecting social welfare. 

Businessmen are human beings. They have their emotions and value judgements which are 
influenced by social environment. So it will not be right to say that like a machine rh:y respond 
only to economic and technical data. Businessmen, in making decisions, typic: • apply three 
separate value systems, alongwith overriding ethical-moral considerations . Tt, -, are: 

(i) Technical-Based upon physical facts and scientific logic. 

(ii) Economic-Based upon market values deteonined by consumers. 

(iii) Human- Based upon socio-psychological needs other than economic consumption needs. 

Human value system exerts some weight upon the decisions of the businessmen. For instance, 

when a businessman decides to raise the price of his products, be is normally taking an economic 
decision. But while taking such a decision, he is guided by certain factors (other than technical 
and economic) like effect on inflation and poorer sections of the society, which proves that his 
decision is being influenced by human considerations. A manager who is more particular about 

his social responsibilities will always be influenced by socio-economk and soci.o-human 
obligations while making decisions and putting them into action. 

Increasing Concern for Social Responsibilities 

Why are today's businessmen concerned more about their social responsibilities? Howard Bowen 
has tried to answer this question in a very interesting way. He feels that answer to the question 
can be divided into three parts; (1) because t))ey have been forced to be more concerned, (2) 

bec&use they have been persuaded to be more concerned and (3) because owing 13.Fgely to the 
separation of ownership and control in the big companies, conditions have been favourable to 

the development of this concern. 

The modern generation of Indian managers show greater concern for social responsibilities of 

business because of the following factors: 

(i) Compelling Forces: The business managers fulfil tl1eir social responsibilities because of 
the fear of public interference in business through the Government For instance, in India 

many acts lilce Factories Act, Industrial Disputes Act, Companies Act and Industries 
(Development and Regulation) Act have been enacted to control the functioning of l>usiness 

enterprises and they empower the Government to intervene in the affairs of any business 
whenever situation warrants. The Government is even empowered to take over the ownership 
and management of any business undertaking in public interest. This has made the business 
realize their social responsibilities in their own long run self-interest and in the interest of 
the community. Businessmen can no longer be allowed to mayi.mize their profits by marketing 

adulterated and sub-standard goods, creating artificial shortages, exploiting the consumers 

and the workers and cheating the Govemmeot. The fear of punishment for such practices 
has forced them to conform to social norms to wbich the whole society is committed. 

(ii) Persuasive Forces: Businessm~n have been persuaded to considPr their social obligations. 
Enlightened businessmen have always appealed to the business community to act with 
constraint. Various associations of businessmen have also worked a lot to persuade their 
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members to perfonn their social obligations voluntarily. As Mr lM. Parsons, an industrialist 
and fof(l"ler President of the Associated Chambers of Commerce and Industry said, " It is our 
duty to ensure good working conditions and a good standard of living for our workers to 
supply our customers with goods of acceptable quality at reasonable prices and to fulfil our 
obligations to the state by the punctilious payment of taxes, observance of rules of public 
regulation and cooperation in the larger purposes of society' '. 

Government also tend to persuade the businessmen by advising them on various occasions. 
Persuasion bas proved to be effective in many cases. This has avoided direct action by the 
Government. 

(iii) Favourable Forces: WiU1 the separation of ownership and control in large business houses, 
the managerial function has been vested in the professional managers. Thls had made 
conditions favourable to the recognition of social responsibilities. The new generations of 
managers are well educated and fully acquainted with the expectations of the society. They 
think in re1ms of the long-range welfare and interest of the enterprise which can be achieved 
if they ate able to satisfy the customers, society, owners, workers and the Government. 
Since they are professionals, their motivation and point of view tend to differ in 'important 
respects from those of owner-managers. They give the required weightage to social and 
human values in their decisions as they realize that the business undertaking is the creature 
of the society ancl it cannot afford to maximize profits at the cost of social welfare. 

(iv) Change in Business Environment: Business is a pan of economic system of the country. It 
is influenced by the economic, political, legal, social and technological environment of the 
country. The changes in the environment which have compelled the business to assume 
social responsibilities include the following: 

(a) Rise of consumerism 

(b) Growth of labour movement 

(c) Increase in level of literacy 

(d) Improved communication and transport 

(e) Legal provisions against the exploitation of workers and consumers, 

(v) Need of Favourable Public Image: Modem business is aware of the need of good public 
opinion of their business if they have to run their business successfully. It is easier to 
increase public image of the business if it assumes social responsibilities and gives publicity 
to Ute steps taken in this direction. 

The business managers of today understand the need for contribution to national goals of 
economic growth, increase in employment, increase in sports, improvement of physical 
environment and development of backward regions in the country. Leading business houses 
such as TISCO, ITC and L&T have done a lot in this regard. They have shown concern for 
customers, employees, investors and suppliers. Besides, Utey have shown concern for ecological 
balance, increasing exports, encouraging ancjJlary industries and welfare of local communities 
where their plants are located. · 

Several public sector enterprises bave also tried to fulfiJ their social responsibilities. I.ndian Railways, 
NTPC, BHEL and HMT, for instance, have c.ontributed a lot for the welfare of people, development 
of human resources, introduction of new technology, import substitution, etc. To illustrate th.is, 
the managemenl philosophy ofBHEL is given below. 

Bharat Heavy Electricals Limited 

Business Mission 

To maintain a leading position as suppliers of quality equipment, systems and services in the field 
of conversion, transmission, utilization. and conservation of energy for appJjcation in the areas of 
electric power, trao.sportalion, oil and gas exploration and industries and utilize company's 
capabilities and resoutces to expand business into allied areas and oilier priority sectors of lhe 
economy like defence, communications and electronics. 



Growth 

To ensure a steady growth by enhancing the competitive edge of BHEL in existing business, new 
areas and international operations so as to fulfil national expectations from BHEL. 

Profitability 

To provide a reasonable and adequate return on capital employed primarily through improvements 
in operational efficiency, capacity utilization and productivity and generate adequate internal 
resources to finance the company's growth. 

Customer Focus 

To build a high degree of customer confidence by provirung increased value for his money 
through international standards of product quality, perfonnance and r,uperior customer service. 

People Orientation 

To enable each employee to achieve his potential, improve his capabilities, perceive his role and 
responsibilities and success of the company. To invest in human resources continuously and be 
alive to their needs. 

Technology 

To achieve techn.ological excellence in operations by development of indigenous technologies 
and efficient absorption and adaptation of imported technologies to suit business needs and 
priorities and provide a competitive advantage to the company. 

Image 

To fulfil expectations which stakeholders like Government as owner, employees, customers and 
the country at large have from BHEL. 

The Basic Code 

A member of a management association affiliate<! to the All India Management Association (A.IMA) 
shall: 

Try his best to organize the resources available to him with a view to optimize their use in 
attaining the objectives of his oiganization. 

Consider the guide to good management practices conveyed by AIMA from time to time in 
carrying out his tasks. 

Comply with the Indian laws relating to the management of his organization and do his best 
,to operate within the spirit of these laws. 

So order his conduct as to uphold and further the reputation of professional management. 

Guide to Good Management Practices 

A professional manager is primarily responsible to his organization. :He is, thereafter, responsible 
to the following six stakeh0lders of his organization: Investors, Employees, Suppliers, Customers, 
Government and Community. 

(!) As regard his Organization, a professional manager should: 

Act both with loyalty and honesty in carrying out the lawful policy and instructions of 
his organization and not undermine its image or reputation. 

Plan, establish and review objective, tasks and organization structures for himself and 
his subordinates which are compatible with the codes and practices of other 
professionals in the enterprise aod will help to meet the entetp1ise's overall objectives, 
and, by his own work and through leadership and coordination direct all available 
effo.rts towards the success of the enterprise rather than of himself. 

Provide a working climate in which innovation and free exchange of ideas are 
encouraged. 
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Full respect the confidentiality of information which comes to him in the course of his 
duties and not use confideotial information for personaJ gain or in a manner wh.ich may 
be detrimental to the organization for which he works or has worked. 

In his contacts and dealings with other people, demonstrate his personal integrity and 
when cal led upon to give an opinion in h.is professional capacity shall, to the best of 

his ability, give an opinion that is objective and reliable. 

(2) As regard the Investors u1 his organization, a professional manager should: 

Ensure that surplus generated in the operations of the company is divided fairly amongst 
investors, employees and for further growd1 opportunities. 

Ensure that the investors are given fairly accurate financiaJ and other important operating 
information periodically. 

(3) As regards the Employees, a professional manager should: 

Set an example for his subordinates through his own work capability and perfonnance, 
through his leadership and by taking account of the needs and problems of his 

subordinates. 

Train people under him ro become qualified for h.igher duties, including his own position. 

Pay proper regard to the safety and well being of ,the personnel for whom he is 
responsible. 

(4) As regards the Customers and Suppliers, a professional manager should: 

Ensure that the terms of all contracts and terms of business be stated clearly and 
unambiguously and honoured. 

In no circumstances supply inherently unsafe goods or services. 

Operate an o{ganization's policy or require one to be established, which excludes 
corrupt practice, with regard to the giving or receiving of gifts or benefits and not to 
tolerate any practice which could lead to commercial or other corruption. 

(5) As regards Government, a professional manager should: 

- Conform to the national interest as expressed in Government policy. 

(OJ As regards Community, a professjonaJ manager should: 

Make the most effective use of all natural resources employed. 

Be ready to give profess·ional assistance in community affairs. 

Factors Influencing Ethical Behaviour 

Ethical behaviour on the part of business executives bas its roots in lhe foUow\ng factors: 

l. Socia) Factors: We function as members of society which bas nonns, values, customs and 
traditions to govern behaviours. In practice, however, various levels of conformity prevail. 
Each of us has different life experiences, personal concerns and aspirations. Ethics, imparted 
by the family during childhood and youth, affect our perceptions of what is right or wrong. 
Similarly, friends can have a positive or negative influence on our behaviour. Some individuals 

adhere to religious beliefs., others do not. 

2. Cultural Factors: Cul rural values are passed oo from generation to generation. They have • 
.a long lasting impact on the ethical nonns the business managers have to follow. In every 
society. there are institutions which provide the basic soUJces of values for persons and 
organizations. These institutions may be classified into family, school (educational) , religious 

organization and State (Government). These institutions are inter related and they reinforce 
the values propagated by each other. These institutions prescribe what is good or bad for 

an individual or an orga11iza1ion. Good behaviour is encouraged and bad behaviour is 
discouraged. We observe this phenomenon from our childhood and see that good behaviour 
is reinforced. These values fonn a ,part of most of the ind.i vi duals. 

3. Political Factoa:-s: Prominent political parties in the country and the Gove.mmeo.t in power 
may also have influence on the ethical values. They exert their influence through legislative 



enaoonents. There are several laws in force in India and other countries to regulate the 

behaviour of business fmns. lt is unethical for a manager not to follow Government 
regulations even if he is personally against these. He can go to the court of law to redress 
his grievances, but he has to fulfil the requirements to different laws applicable to the 
business finn. A few example of Government regulations are working conditions in factories 
and mines, safety in factories and mines, anti-pollution measures, statutory warning on 
cigarette packets, printing of weight, price and date of manufacture on consumer products 
and so on. 

4. Industry Code: The a.ssociations of industrial and trading houses such as Chamber of 
Commerce and Industry and Trade Associations may prescribe codes of conduct for the 
member fmns. Such a code is a useful source of ethical behaviour for the business. 

Personnel from several professions work in modern organizations such as Chartered 
Accountancy, Medical, Engineering, Legal, etc. Professiohal codes are an important source 
of ethical norms for professionals in business organizations. Professional codes are 
prescribed by associations of proJessional such as. the Institute of Chartered Accountants 
of India; Medical Council of India, Bar Council of India. It is worth noting that All India 
Management Association has also prescribed a code of conduct for professional managers 
which has been reproduced earlier. 

5. OrganizationaJ Factors: Superiors, subordinates and co-workers have an impact on ethical 
judgements and subsequent behaviours of individuals. An individual develops beliefs, 
attitudes and values derived from the groups of colleagues, supervisors and subordinates 
with whom he is associated. He tends to ceoforni to the group nonns so that his behaviour 
is not called undesirable. 

Organizational policies govern business operations. Yet they can be inter:preted differently, 
stated vaguely and actually interfere with efforts to comp1y with them. ff rewards are 
disfributed without regard to anything but results, unethical behaviour is more likely to 
occur. That is why, kickbacks and pay-offs by business houses in securing Government 
contracts have been frequently termed as unethical. 

SUMMARY 

Every business organisation is basicaUy an open system which ta.Ices its input from the environment 
and gives the output to the environment. Hence the responsibilities of a professional manager is 
not restricted to the shareholders only. Actually every manager is responsible to all the 
stakeholders i.e., shareholder, employe.es, customers, suppliers, et.al. If the managers shirk their 
responsibilities then the government is forced to bring legislahons regarding the social 
responsibilities of business organizations. It is always better to assume voluntarily the 
responsibilities towards all the stakeholder and try to make them feel delighted. ft has been 
observed that the share market looks favourably towards those organizations which are transparent 
in their working and behave responsibly towards the society. 

KEYWORDS 

Social Objectives: To observe certain norms of behaviour which have social acceptance and 

s anction. 

Social Responsibility: Refers to both socio-economic and social human obligations of the 

business. 

Internal Social Responsibilities: Concerned with assuring due process, justices, equality and 
morality in employee selection, training and firing. 

External Social Responsibilities: Refers to action as stimulating minority, entrepreneurship, 
· improving the balance of payments, training and hiring hardcore unemployed. 
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REVIEW QUESTIONS 
I. ''Economic goals and social obligations of business are always in conflict with each other 

and cannot be reconciled." Comment 

2 What are the basic social obligations of management? Do these conflict with· the profit 
objective? 

3. How can management set its objectives so as to balanee a variety of needs and ,goals? 

4. "It is wrong to say that there is any conflict between profit objective and social obligations 
of busine,ss". Comment on the statement. 

5. What do you mean by social responsibilities of business? Give arguments for and against 
the assumption of social responsibilities by a business. 

6. Give reasons, why present-day business managers attach importance to social 
responsibilities. 

7. Briefly discuss the obligations of business towards workers, consumers, investors and 
government 

8. Explain the social responsibilities of business towards its shareholders, customers and 
community at large. 

9. Discuss the concept of social responsibilities of l>usiness. Explain the social responsibilities 
of business towards custo_mers and workers. 

10. ''A modem industry owes certain obligations towards specific identifiable groups in 
society." Identify such groups and explain the nature of obligations. 

11 Account for the growing concern among businessmen about their social responsibilities. 
Do you. think legal measures are sufficient to force or induce a company to discharge its 
social responsibilities? 

12. E~plain the foUowing: 

(a) Relevance of profit motive 

(b) Influence of environment on business objectives 
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CHAPTER 

5 
UNDERSTANDING AND MANAGING INDIVIDUAL 
BEHAVIOUR 

LEARNING OBJECTIVES 

After studying this chapter, you should be able to: 

• Understand the underlying nature of an individual in an organizational setting. 

• Recognize individual variations in respect to different siruations. 

• Identify various theories developed to manage individual behaviour. 

INTRODUCTION 

Individuals create excellence . They are the real assets of the organization. Thus, an 
organiz:ation needs to understand individual needs, interpret individual behaviour, analyze 

individual aspirations and, importantly balance such aspirat-ions with organization demands 
carefully. For effective management of human resources, the management needs to understand 
(i) concepts relating to nature o f an individual (ii) concepts Telating to nature of organ.ization. 

CONCEPTS RELATING TO NATURE. OF MAN 

(i) Individual differences: A basic assumption on which behavioural science is based is that 
every person is different from others. Individuals differ in physical characteristics, intelligence, 
aptitudes, attirudes, personality, skills etc, Such differences are important because they 
affect on-the,-job behaviour of the people. Therefore, every person should be selected. 
trained and treated on the basis of the kind of person he is. Many research srudies have 
established that differences io personal charc1,cterisrjcs among workers create differences in 
their working performances and behaviour. Scientific techniques have been developed to 
identify and measure individual difference in psychological factors and they can be used in 
selection and placement of right type of people for various jobs. 

The principle of individual difference also emphasises that a manager has to be cautious in 
deali,ng with human beings, who differ in emotions, feelings, goals etc. Importance to 
differences in physical characteristics such as weight, height, muscular power, etc. is given 
in order to select right types of people and reduce the rate of labour turnover. ln short, the 
principle of individual differences has wide applications in selection, placement and 
designing of training programmes and to know their motives to understand their behaviour 
and to supervise them effectively. As a result of individual differences, the nerve centre of 
organizational behaviour is the individual. It is the individual who should feel satisfied wrth 
the organizational policies. They style of leadership and supervision and the type of 
motivation provided must satisfy the individuals if their maxi'mum cooperation is to be 
attained. 

(ii) Whole person: The concept of whole person signifies that behaviour of a person at work 
can't be studied in isolation. The person comes to lhe work place as a complete person, he 
bas his background, emotions, sentiments, and feelings which cannot be separated from 
the skills be is used on the job. A person is a complete system in himself. lt is not possible 
to separate mind and skills of a person. At the place of work, the person carries with him the 
problems of his private life. His performance at work is influenced by his past and present 
environment. Similarly, his private life is influenced by his workplace. When he goes home, 
he may carry tensions of his job with him which are rnfluenced in his dealings with hi~ 

family. 
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(iv) 
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An individual does not just behave in one way or the other. It is the situation which 
stimulates him to behave in a particular manner. Therefore, it is necessary to understand the 
causes of behaviour before making an atte mpt to improve upon it. Human behaviour is 
caused by needs which can be directed and·controlled in order to get the desired results 
from human beings. · 

Human dignity: Unlike other factors of production, people should be treated differently as 
they are the higher order i.n the universe. A person has mihd to think and heart to feel. He 
has emotions, sentiments and aspirations which have to be respected by the organizatio n. 
He must be treated with respect and dignity. He can' t be treated like a machine or commodity 
which has no sensitivity at all. If a person is not treated in a dignified maru1er, he will not 
cooperate fully with the organization. He will feel d issatisfied because of which his efficiency 
will go do wn. 

CONCEPTS RELATING TO NATURE OF ORGANIZATION 

There are two basic assumptions about organization. These are: (i) organizations are social systems, 
and (H) they are formed on the basis of mutual interest. 

(i) Social system: An organization is a social system which co-ordinates the activities of its 
members for the achievement of common goals. It is a part of the society and consists of 
people who are social beings. People have many psychological needs and play different 
types of roles. Their behaviour is influenced no1 only by their individual drives, but also by 
the groups of which they are members. That is.why, organizational behaviour is dynamic in 
nature. A change jn the social system is reflected in the organizational behaviour through 
the behaviour of individuals and groups. 

(ii) Mutual interest: Mutuality of interest is the basic factor in every kind of relationship. Interest 
of the people and that of organization must be served otherwise there is no sense in people 
joining the organization. An fodividual will join an organization if he feels that his goals will 
also be served. People form organizations or social systems to pursue common goals. Mutual 
interest is represented by tbe statement that 'organizations need people, and people also 
need organizations.' People need organization as a vehicle to achieve their goals and 
organizations need people to help reach organizational goals. In fact, without people, there is 
no organization. Beth people and organization are benefitted by their association. 

MODELS OF ORGANIZATIONAL BEHAVIOUR 

Organizations differ in the quality of organizational behaviour that they develop. These differences 
are substantially caused by different models of organizational behaviour being followed by 
management 1n each organization. The model that a manager holds usually begins with certain 

assumptions about individuals and leads to certain interpretations of events. Underlying theory, 
therefore, is an unconscious but powerful guide to managerial behaviour. Managers tend to act 
as they think. Eventually this means that the underlying model that prevails in an organization's 
m~ageroent (especially in the firm's chief executive officer) extends throughout that organization. 
For this reason, models of organizational behaviour are highly significant. 

Since the dawn of industrial revolutio n, four models or organizational behaviour have been 

followed by managers of different organizations at different times. These are autocratic, c ustodial, 
supportive and collegjal as shown in Table 7. 

TabJe 7: Models of Organizational Behaviour 

Model Autocratic Custodial Supportive Collegial 

Basis of model Power Economic resources Leadership Partnership 

Managerial orientation Authority Money Suppon Team\\!ock 

Employee orientation Obedience Security and benefil~ Job performance . Responsible 
behaviour 

Employee psychological Dependence Dep4!ndence on Participation Self-discipline 
result on boss organfaation 

Employee needs met Subsistence Sccllrity SllltuS and recognition Self-actualiuition 

Performance Result Minimum Passive co-operation A walteoed drives Moderate enthus iasm 



1. Autocratic model: As th.e oarne suggests, this model depends on power of the boss. Those 
who are in the command must have the power to demand. In an autocratic environment, the 
manager is the official authority. This authority is delegated by right of command over the 
people to whom it applies. Management believes that it knows what is best and that the 
employees' obligation is to follow orders. It assumes that employees have to be directed, 
persuaded, and pushed into perfonuance, and this is management's task. Management 
does the thinkit1g ; the employees obey the orders. This conventional view of management 
leads to tight control of employees at work. 

Under autocratic model, the employees' orientation is obedience to the boss, not respect 
for him. The psychological result for employee is dependence on their boss, whose power 
to hire, fire and "perspire" them is almost absolute. The boss pays minimum wages because 
minimum performance is given by the employees. The employee gives minimum performance, 
though sometimes reluctantly, because they must satisfy subsistence needs of themselves 
and tpeir families. Some employees give higher perfonnance because ofinternal achievement 
drives as they personally like their boss, because the boss is "a natural-born leader", or 
because of some other factor ; but most of them give only minimum performance. 

The autocratic model bas been successful in certain situations such as where workers are 
lazy and work-shirker and where accomplishment of task is of utmost importance. The 
manager using this model threatens to withhold rewards if the workers do not obey him. But 
now a days, it is not applicable in the strict sense because there are minimum wage laws in 
most of the countries and workers are educated and organized. 

2 Custodial model: Workers being managed under the autocratic model often feel insecure 
and frustrated. They may even show aggression towards their boss and their families and 
neighbours. That is why progressive managers felt that there must be some way to develop 
better employee relationships so that insecurity and frustration could be dispelled. The 
custodial model was used by such managers. It depends on economic resources. If an 
organization does not have the wealth to provide peJtsions and pay other benefits, it 
cannot follow a custodial approach. The resulting managerial orientation is towards money 
to pay wages and benefits. Since employees' physical needs are already reasonably met, 
the employer looks to security needs as motivating force. 

The custodial approach leads to employee dependence on the organization rather than on 
the boss. The employees are satisfied and happy but they are not strongly motivated, so 
they may give only passive cooperation. The result tends to be that they do not work much 
more vigorously than under the autocratic approach. The difficulty with this model is that 
it depends upon money as the best way to motivate employees. However, the workers have 
their psychological needs also. 

3. Supportive model: The supportive model had its origin in the "principle of supportive 
relationships". As stated by Rensis Likert, "The leadership and other processes of the 
organization must be such as to ensure a maximum probability that in all interactions and all 
relationships with the organization, each member will, in the light of.his background, values, 
and expectations, view the experience as supportive and one which builds and maintain his 
sense of personal wortl1 and importance." 

The suppottive model depends on leadership insread of authority or economic rewards. 
Through leadership, management provides a climate to help employees grow and accomplish, 
in the interests of the organization. The leader assumes that the workers will take 
responsibility, dev.elop a drive to contribute, and improve themselves if management will 
give them a chance. Management's orientation, therefore,, is to support the employee's job 
perfonna.nce, rather than simply supporting employee benefit payment as in the custodiaJ 
approach. In other words, the supportive model takes care of certain psychological needs 
of the employees io addition to their subsistence and security needs. Thus, it is an 
improvement over the earlier two models. 

Under the supportive model, the worker feel a sense of particjpation and task involvement 
in the organization. The manger's role is one of helping employees solve their problems and 
accomplish their work. lrus model has been found to be effective in affluent countries 
where workers are more concerned about their higher level needs affliction and esteem. 
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4. 

Th.is model has limited application under Indian conditions because a vast majority of 

operative workers are still working for the satisfaction of their psychological and security 
needs. 

Collegial model: The tenn "coUegial" relates to a body of persons having a common purpose. 
rt is a term concept. The colJegial model is basically an extension of the supportive model it 
is very useful in research laboratories and similar work environment. The collegial model 

. depends on management's building a feeling of partnership with employees. The result is 
that employees feel useful. They feel that managers are contributing also, so it is easy to 

accept and respect I.heir roles in the organization. Managers are seen as joint contributors 
rather than as bosses. The collegial model tends to be more useful with unstructured work, 

an intellectual environment and considerable freedom at the job. 

The managerial orientation under collegial model 1s teamwork. The employees feel an 
obligation to uphold quality standards for the better image of their company. The employees 

are self disciplined. In this kind of environment, employees normally feel some degree of 
fulfillment, worthwhile contribution and self-actualization, even though the amount may be 
modest in some situations. The self-actualization will lead to moderate enthusiasm in 
performance. 

Relevance of OB Models 

The four models discussed above have evolved over time to meet the requirements prevailing 

during a particular period. Tb.is implies that the search for newer model is still on. The obvious 
conclusion is that there is no best model. It is wrong to assume that a particular modeJ is the 'best' 
one and wilJ be applicable for all situations and for all times to come. The managers using autocratic 
and custodial models wilJ have to change their thinking and practices to meet new conditions 
where workers are educated and understand the impJicalions of democracy. Even the supportive 

model may not work under the new condition ... .t'liat is why, the great challenge before the 
manager is to identify the model he is actually using and then assess its current effectiveness. In 

effect, a manager has two key tasks - to acquire a new set of values as models evolve and to learn 
and apply the behavioural skills that are consistent with those values. 

The models of organizational behaviour are closely linked with human needs. Autocratic model is 
concerned with physiological needs of the people, It followed 'carrot and stick' principle to get 
things done from the people. But when the employees' concern for security of job and 
belongingness came to the light, the custodial model evolved to satisfy people's security needs. 

The supportive model was employed by the managers to serve the needs of affiliation and esteem 
which the first two models failed to satisfy. It may also be noted that each successive model is an 
improvement over the previous models as far as the human needs are concerned. Thus, adoption 
of su,pportive practices does not mean abandonment of custodial practices. What it does mean is 
that workers' security and needs have already been met and now psychological needs predominate. 

As said above, tbereis no 'best' model suited to all conditions. The manager is required to make 

contingent use of all models depending upon organizational policies, culture and climate, workers' 
history and external environment. However, supportive and collegial models are likely to he used 
more often than the autocratic and custodial models. It is because of the emergence of professional 
managers and their changing assumptions about people from passive, dependent and immature 

workers to active, independeoJ and mature workers,J.e., from Theory X to theory Y. 

ORGANIZATIONAL ASSUMPTIONS ABOUT INDIVIDUALS 

OB models are based upon management's assumptions about people. For instance, 'Theory X' 

assumptions appear to be inherent in the autocratic model and 'Theory Y' assumptions seem to 
be the basis of supportive model. Besides, there are other sets of assumptions such as Argyris' 
mature and immature _person.Mayo's sociaJ man and Schein's economic and complex man. In this 

chapter, we propose to study these sets of assumptions. Towards the end of the chapter, we shall 
study 'Theory Z ' - a hybrid model of organiz.ational behaviour. 



MCGREGOR'S 'THEORY X~ AND 'THEORY Y' 

Douglas McGregor was a known psychologist. He propounded two contrasting theories of 

human behaviour which he called theory X and theory Y. These theories contain two pairs of 
assumptions about human beings which McGregor thought were implied by the actions of 
autocratic and pennissive managers. It may be noted that these sets of assumptions are merely 
intuitive deductions and that they are not based on any research studies. 

TheoryX 

McGregor stated that management is responsible for organizing the elements of productive 
enterprise - money, materials, equipments, people - in the interest of econorn,ic ends. Io 'Theory 
X", he said that with respect to people, management is in the process of directing their efforts, 
motivating them, controlling their actions, modifying their behaviour to fit the needs of the 
organization. Without this active intervention by management, people would be passive - even . 
resistant to organizational needs. They must, therefore, be persuaded, rewarded, punished, 
controlled - their activities must be directed. This is management's task. We often sum it up by 
saying that management consists of getting things done through other people. 

Theory X indicates the traditional approach to managerial motivation and control. It represents 
old stereotyped and authodtarian management style of motivation. The underlying assumptions 
of this theory are as follows : 

(i) The average human being is basically lazy and has an inherent dislikes of work. He will 
avoid work, if he can. 

(ii) Most people lack ambition. They are not interested in achievement They like to be directed. 

(iii) Most people have little capacity for creativity in solving organizational goals. 

(iv) Most people are indifferent to the organizational goals. 

(v) Most people must be closely controlled and often threatened to achieve organizational 
goals. 

(vi) Motivation of average human beings occurs at the physiological (food. clothing, shelter, 
etc.) and safety levels. 

These negative assumptions of human behaviour underline the traditional management of people 
and processes. The world is supposed to be full of unskilled workers, peons and messengers and 
to manage them is largely a matter of vigilance and strict supervision. Management merely th.inks 
of catering to their physical and safety needs with some fringe benefits, keeping the implied threat 
of punishment handy in case of need. Thus, carrot and stick approach to motivation is followed. 
Theory X s uggests that threats of punishment and strict control are the ways to manage people. 
It was practised during the days the scientific management approach gained prominence and 
human beings were treated like mach.ines. 

The above assumptions have been c hallenged because employees are treated merely as a 

commodity or passive factor of production. McGregor questioned the assumptions of Theory X 
which followed carrot and stick approach to motivation of people and suggested autocratic style 
of leadership. He felt that management by direction and control is a questionable method for 
motivating such people whose physiological and safety needs have been satisfied and whose 
social, esteem and self-actualization needs are becoming important. 

TheoryY 

After challenging the validity of Theory X; McGregor developed an alternative theory of human 
behaviour wh.icb is known as Theory Y. This theory assumes that people are not unreliable and lazy 
by nature. If they are properly motivated, they could really be creative. The main task of management 

is to unleash the potential in the employees. An employee who is properly motivated can achieve his 
goals by directing his own efforts and, thus, he can help in accomplishing the organizational goals. 

The assumptions of McGregor's 'Ibeory Y are as fo.Uows : 

(i) Work is as natural as play, if the conditio_ns are favourable. The average person does not 

inherently dislike work. 
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(ii) Ex_temal control and threat of punishment are not the only means for bringing about efforts 
towards organizational objectives. The average man will exercise self-direction and self­
control in the service of objective to which he is committed. 

(iii) Commitment to objectives is a function of the rewards associated with their achievement. 
The most significant of such rewards, e.g., the satisfaction of ego and self-actualization 
needs can be direct products of efforts towards organizational objectives. 

(iv) The average human bejng learns under proper conditions, not only to accept but also to 
seek responsibility. Avoidance of responsibiJjty, lack of ambition and emphasis on security 
are generally the consequences of experience, not inherent in human characteristics. 

(v) The capacity to exercise a relativeJy high degree of imagination, ingenuity and creativity in 
the solution of organizational problems is widely, not narrowly distributed in the population. 

(vi) The intellectual potentialities of the average human being are only partially utilized under 
the condition.s of modern industrial life. 

The.ory Y assumes that goals of the organization and those of the individuals_ are not necessarily 
incongruent The basic problem in most of the organizations is that of securing commitment of 
workers to organizational goals. Workers' commitment is directly related to the satisfaction of 
their needs. Thus, this theory place emphasis on satisfaction of the needs of the workers. lt does 
not rely heavlly on the use of authoriry as an instrument of command and control. It assumes that 
workers exercise self-direction and self-control in the direction of the goals to which they feel 
themselves committed. Because of these reasons, 'Theory Y' is realistic and frequently used at 
different levels in most of the organizations. 

In support of the assumption embodie<I in 'Theory Y', McGregor cited a few practices wherein 
the subordinates are gjvea freedom to direct their activitie.s, to assume responsibility and, 
importantly, to satisfy their egoistie needs. These pr~ · •-~8 include decentralization and delegation, 
job enlargement, participation and consultative management, and management by objectives. 
This is why, Theory Y is often termed as participative theory of motivation. 

Tobie 8: Comparison ofTheory X and Theory Y 
. 

Theory X 

I. Based on the assumption that people 
are basicaUy lazy and so shirk work. 

2. People do 001 take initiative. They like 
10 be dir~cted. 

3. People avoid responsibility whenever 
possible. 

4. For getting things done, people must 
be supervised strictly, 

5. AutocraJic S!)'Je of leadership is likely 
to be more effective. 

6. Applicable lo ilUterate, unskilled and 
lower-level workers. 

7 . Believes i.n mental sickness and so 
negative rnolivation of employees. 

Theory Y 

Based on the assumption that people like work 
as children like play. 

People like to take initiative. They seek self. 
direction. 

People assume responslbllj1y gladly if 
conditlo,ns a.re favourable. 

People do not require close and strict 
supervision for properly performing their jobs. 

Democrat ic or participative style of leadership 
i~ leadership is likely to be more effective. 

Applicab.le to educated and ski.lied employees' 
who occupy higher positions in the organization. 

Believes in mental health and So 
positive and inrrinsic motivation of employees. 

Appraisal of McGregor's Contribution 

Douglas McGregor's Theory X and Theory Y represents extremes to draw the fencing within 
whlch the orgaruzatlonal man is seen to behave. No man would belong completely to either 
Theory X or Theory Y. He possesses the traits of both in varying degrees under different situations. 
Thus, these theories are important tools in understandjng the behaviour of human beings and in 
designing the incentive, schemes to motivate the employees. Nejther of the two theories is fully 
applicable in all the situations and to all types of human beings. However, Theory X is more 
applicable to unskilled and uneducated low level workers, whereas Theory Y is more applicable lo 

skilled and educated employees who are mature enough and understand the responsibility. 



Therefore, the management should use an amalgamation of both the theories to motivate lhe 
different kinds of employees at different levels in the organization. 

The chief merit of McGregor's contribution is that it helped crystallize and set the right perspective 
to the findings of Elton Mayo's Hawthorne Studies which had then puzzled management and 
productivity experts and set in motion a wave of research into the behaviour of lhe organizational 
man. It (along with Hawthorne Studies) can be said to have been the starting point and mainspring 
that evoked wide and lasting interest in the area of motivation, leadership and techniques of 
understanding human behaviour in complex organization. 

Theory X and Y compare and describe its advantages and disadvantages. Which factor X 
or Y do you think is the autocratic or supportive model and which one do you support. 

IMMATURITY-MATURITY THEORY 

The framework of maturity-immaturity characteristics suggested by Chris Argyris describes the 
multi-dimensional development process along which an individual in an organization grows. In 
his study, Argyris examined industrial organizations to detennine the effect of managerial practices 
on the behaviour of individuals and their personal growth within the organization. He identified 
seven basic changes that takes place in the people over the years. These changes reveal that 
people have a tendency : 

(i) to develop from a state of being passive as an infant to a state of increased activity as an 
adult. 

(ii) to develop from a state of dependence on others as an infant to a state of relative 
independence as an adult. 

(iii) to develop from being capable of behaving in only a few ways as ao infant to being capable 
of behaving in many different ways as an adult. 

(iv) to develop from having erratic, casual and shallow interests as an infant to a deepening of 
interests as an adult. 

(v) to develop from having being in a subordinate position in the family and society as an 
infant to an equal or superior position to others as an adult. 

(vi) to develop from being in a subordinate position in the family and society as an infant to an 
equal or superior position to others as an adult. 

(vii) to develop from the state oflack of self-awareness ofself as an infant to a state of awareness 
and control over self as an adult. 

Table 9: Immaturity-Maturity Theory 

Immaturity Characterls llcs Maturit,r Characteris tics 
(Pattern A) (Pattero B) 

I. Passive Acrive 

2. Dependence 

I 

Independence 

3. Capable of behaving only in a few ways Capable of behaving in a variety of ways 
I 

4. Shallow interest I Oeepr.'.l!ng inrerest 

5. Short-term perspective Long~rerrn perspecdve 

6. Subordinate position Superordinate or equal position 

7. Lack of awareness of self . Awareness of and control over self. 

The continua of seven changes show the general tendency of people in organization to develop 
from immaturity (Pattern A) to matur;ity (Panem B). The matured state is characterized by an 
endless se,ries of challenges in whkh the reward comes from doing something for its own sake. 
Argyris accepted the fact that very few persons develop to full maturity. He came to the conclusion 
that organizational setting and management practices in most of the organizations are obstacles 
to individuals attaining maturity. People fo the organization are immature not because of their 
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laziness or passivity, but because of built-.in mechanism in the organizations which encourages 
them to be passive, dependent and suborclinate. Rigid organization soucture, autocratic leadership, 
close supervision and strict controls restrict the creativity and initiative of the individuals. 

Argyris pointed out that the fonnal (pyramidal) organizations under the assumption of McGregor's 
Theory X are incompatible with the proper development of maturity of individuals. The classical 
theory of management based on Theory X assumptions creates child-1ike immature roles for the 
employees that inhibit their natural development and prevent their self realization. That is why, 
Argyris advocated humanistic organizations and the work environment in which every individual 
gets a chance to grow as a mature individual. He placed a high value on autonomy, self-direction 
and quest for self development. He recommended that individuals should be given more 
responsibility and opportunity to take decisions. This is beneficial to both the workers and the 
organization. [f the people are given an opportunity to grow and mature, this .will satisfy their 
h igher level needs and will also allow them to make productive use of their potential in 
accomplishing goals. 

Comparison of McGregor's Assumption and Chris Argyris' Behavioural 
Patterns 

One might get the impression that Theory X is bad and Theory Y is good. This is not true because 
the assumptions under these theories are attitudes or predispositions of managers towards _people. 
They are not behavioural patterns as is the case with Pattern A and Pattern B of Chris Argyris. 
Thus, although the 'best' assumptions for a manager to have may be Theory Y, it may not be 
advisable to behave consistent with these assumptions all the time. A particular manager may 
have Theory Y assumption_s about human nature, ~ut he may :{ind it necessary to behave in a very 
directive manner (as if he had Theory X assumptions) with some people in the short-run to help 
them to be mature and self motivated (i.e., Theory Y people). 

Chris Argyris differentiated between attitude and behaviour when he identified behavioural pattems 
A and 8 and studied their correlation with McGregor's Theory X and Theory Y. Pattern A represents 
the interpersonal behaviour, group dynamics and organizational nonns that Argyris found to be 
associated wilh Theory X and Pattern B represents the same process found to be associated with 
Theory Y. ''Although XA and YB are usually associated with each other in ,every day life, they do 
not have to be. Under certain conditions, Pattern A could go with Theory Y or Pattern B with 
Theory X". Thus, some managers at times may be XB or YA. 

XB managers have negative assumptions abou.t people (lazy, immature, dependent, etc.), but they 
seem to be behaving in supportive and faci litating ways because of either of the two reasons. 
Firstly, they have been told or have learnt from experience that suc,b behaviour will increase 
productivity. Secondly, they work for people who have created a supportive environment and if 
they want to maintain their jobs, they are expected to behave accordingly. 

YA managers have positive assumptions about people (dependable, self-motivated, mature, etc.)­
but they seem to control and supervise people closely because of either of the two reasons. 
Firstly, they are engaged in controlling people who demand similar behaviour from them. Secondly, 
they find it necessary to behave in a directive, controlling manner for a period of time. Such 
managers are attempting to help people develop the skills and abilities necessary for self-direction 
and thus creating an environment where they become YB managers. 

MAYO'S SOCIAL MAN 

Elton Mayo conceived of 'social man' when he carried out Hawthorne Studies during 1927-32. 
The following assumptions about human beings can be drawn from the reports of Hawthome 
experiments : 

l. Hurn.an beings are basically motivated by social needs and they obtain their basic sense of 
identity through relationships with others. 

2 They are more responsive to the social forces of the peer group than to the incentives and 
controls of management. 



3. The amount of work to be done by a worker is nol determined by his physical capacity or 
the managemeot, but by the social ooons. 

4. Generally people do nol act or react as individuals, bul as members of group. 

5. lnfonnal leaders play an important role in setting and enforcing the group norms. 

SCHEIN'S RATIONAL AND COMPLEX MAN 

Edgar Schein has given two sets of asswnptions - the first for a 'rational economic man' and the 
second for a 'complex man'. The assumptions of the concept of 'rational economic man' are: 

1. People are motivated primarily by economic incentives. They will do that which gets them 
the greatest economic gain. 

2. Since economic incentives are under the control of the organization, people are essentially 
passive agents Lo be manipulated, motivated and controlled by the organization. 

3. People's feelings are essentiaUy irrational and must be prevented from interfering with their 
rational calculation of self-interesl 

4. Organizations can and must be designed in such a way as to neutralize and control people's 
feelings and therefore their unpredictable traits. 

Schein made the following assumptions about a complex man : 

1. People are not only complex but are also highly variable. 

2 People are capable of learning new motives through their organizational experiences. 

3. People's motives in different organizations or different sub-parts of the same organization 
may be different. 

4. People can respond Lo many different kinds of managerial strategies. 

lf these assumptions are valid in practice, the task of a manager to direct the complex individuals 
becomes a very compJicated one. People are not basically adverse to work because it is a must for 
them to make a Ii ving. It is the task of the manager to guide aod induce them to contribute to the 
best of their efforts for the accomplishment of organizational goals. Por this,~ manager-has to 
study the individuals working under him and understand their nature and needs to influence their 
behaviour. 

THEORY Z : A HYBRID MODEL 

International attention is being focussed on the outstanding performance of the Japanese economy 
and the success of management practices being adopted by Japanese finns. Interest in Japanese 
management has rapidly increased in America and other countries. William Ouchi made a 
comparative study of America and Japanese management practices. He came to the conclusion 
that many of the Japanese management practices can be adapted in American context. He suggested 
the adoption of Theory Z which represents an integration of American and Japanese management 
practices. It may be noted that Theory Z is not a theory io the true sense. It is merely a label 
interchangeable with type Z. lt describes human behaviour as is the case of theories X and Y. The 
expression 'Theory Z' was adopted not for analytical purr,<-se but for promotional purpose. It 
may be noted that the label Z has been used by Urwick, Rangnekar and Ouchi. But Ouchi's views 
have got much publicity. 

Japanese Management 

Japanese management is characterized by the following principles: (I) an emphasis on the group 
rather than the individual; (2) an emphasis on human rather than functional relationships ; and (3) 
a few of top management as generalists and facilitators rather than as decision-makers. These are 
discussed below : 

(I) Emphasis on group: Japanese relish life in groups. By focussing on the group instead of 
the individual, Japanese companies are able to get best out of their employees. Japanese 

Understanding and Managing 
Individual Behaviour 

75 



Management Process and 
Organizational Behavior 

76 

(2) 

I. 

2. 

'.3. 

4 . 

5. 

management reinforces group cohesiveness through a variety of methods. The first i s to 
emphasize the permanence of the group, The· employees are appointed with the 
understanding that they are joining for life. Pay and incentives for workers depend partly 
on company profits or the financial perfomi.ance.of group. Group cohesiveness is supported 
by company songs, recitations of the company creed, and another activities. The ''us 
against them" mentality in a Japanese company is likely to put the company against its 
competitors - not the workers against management. 

Emphasis on human relations: American organizations tend to view people as tools to fi U 
slots that have specific job descriptions. In Japan, however, the permanence of group 
forces managers to place more emphasis on people than on the system. 'Titis emphasis on 
human relations can be seen in careful recruitment practices, a concern for the employee, 

harmonious resolution of conflict, etc. The companies provide housing facilities, welfare 
facilities and counselling services to their employees. 

Tuble 10: Comparison of Japanese and American Management Styles 

Japanese OrgaolutioJ1s 

Lifetime Employment : Japanese 
workers tend to make a lifetime 
commitment to their organizations 
and, in turn organizations assume 
responsibil ity for lifetime employees. 

Slow Advaocement : Employees dse 
slowly through established ranks ; 
when opportun}ties arise for 
promotion, seniority, loyalty and 
harmonious behaviour are. considered. 

Collective Decision Making : 
Employees and managers seek 
consensus on decislons and endorse 
collective decision-making processes. 

Group Responsibilities : Japanese 
prefer group processes and accept 
group responsibili ties through 
conciliatory communications ; group 
rewards are not uncommon. 

Holistic Concern for Employees : 
The employees are treated as integral 
parts of the total .organization. The 
rnaoagemeat takes care of their needs 
even beyond their worJcplace. It 
provides for housing, day ca.re 
services. mental and physical 
counselling, etc. 

Ame~ica.o Organization 

Short-term Employment : The American 
.organizations don' t Commit li fetime 
employment. The employees also seek bencr 
careers by changing organi?atioos. 

Rapid Advaoceme11t : Employees gain economically 
and socially from rapid advancement with a 
premium on success measured by promotions. 

Personal Decision Making : Americans tend to rely on 
individual judgement and prefer to make decisions 
uailaterally. 

Individual Responsibilities : Americans prefer laking 
personal initiatives, shouldering responsibilities as _· 
individuals rather than in groups. 

Segmented concern for Employees : American flans 
tend to focus on the roles of employees at work. 
There is less concern for family, social issues 
and healthy of the employees:. 

6. General Career : Carce.rs arc Specialization i.n Career : American organizations 
are founded on specialization of skills. Employees 
create intensity in career choices and follow 
specialited career palhs. 

linked to organization. not 
professions. J apanese firms don ' t 
prefer specialization. They 
emphasise fleidbili ty and internal 
training to reassign pcrson.nel. 

(3) Role of top management: Managers are generalists and they operate as social and symbolic 
leaders. Their role is that of facilitator and not of decision-maker. In other words, group 
decision-making is encouraged. The managers do not follow specialized career paths as is 
the case with the American managers. 

Features of Theory Z 

Theory Z represents the adoption of Japanese management practices by the American companies. 
They 'hybrid' type of system incorporates the strengths of Japanese management (group decision 
ma.king, social cohesion, job security, holistic concern for employees, etc.) and American 
management (quick decision making, individual freedom, risk-taking by the individuals, etc.). Toe 



features of Theory Z or Z or US-Japanese system of management are discussed as under : 

I. Strong cohesion between the company and the employees: Theory Z suggest life-time 
employment in the company as followed in Japan. Retrenchment, lay-off etc., should be 
avoided as far as possible. Along with financial incentives, the management should also 

use non-financial in'Centives to motivate the workers. To strengthen the bond between the 
company and the workers, the manage ment should follow the paternalistic leadership style. 
The needs of workers must be satisfied. 

2. Employees' participation: The employees must participate in all decision-making. They 
must be consulted by the management and their suggestions must be considered. This will 
increase their commitment to the organizational decisions. This, decision making under 
Theory Z is less centralized aod more consensus seeking. It involves the employees in 
decision making and gives them due recognition. 

3. Mutual trust: There should be trust between employees, supervisors, work groups, unions 
and management. According to Ouchi, trust, integrity and openness are closely related. All 
these are necessary for an effective organization. To develop trust, there should be complete 
openness and candour in relationships. The chances of conflicts should be reduced to the 
minimum. Attempts should be made to achieve win-win relationships in the organization. 
Th.is would make the employees committed to the organization. 

4. Integrated organizabon: No fonnal structure is recommended by theory z. The organization 
structure should be based on team-work as in case of a basket ball rerun where there are no 

fonnal reporting relationships and the players play together. An integrated organization 
need not have any chart or visible structure. The control system should be informed so as 
to reinforce mutual trust. The employees develop the group spirit under such situations. 

5. Human resource development: The management must work to develop new ski Us among 

the employees. In theory Z, human resources potential is recognized and greater emphasis 
is placed on job enlargement and career planning as well as organization socialization. 
Technical training, research and development are also emphasized_. 

From the above description of the postulates of Theory Z, it is clear that this theory provides a 
complete transformation of motivated aspect of employees as compared to Theory X and Theory 

Y. Theory Z has been followed successfully by the-Japanese firms operating in. the U.S.A. With 
the collaboration ofindjan organizations and Japanese firms, there has been a lot of talk about the 
application of Theory Z to Indian conditions. Jn Maruti Udyog (having collaboration with Suzuki 
Motors of Japan), an attempt has been made to implement Theory Z. The work-place has been 
designed on the Japanese pattern. There is a common canteen for aU employees ~espective of 
levels in the organization. Similar uniform has been introduced for all. These practices have been 

followed to avoid class feeling among the employees and to remove all the problems that status 
~ differentials among different levels bring about. 

Appraisal of Theory Z 

Theory Z may suffer from the following drawbacks : 

(i) Provisions of life time employment to employees to develop strong bond between the 
organization and its employees seems to be misplaced. An entrepreneur may not like to 
keep a less productive employee. Moreover, an employee may leave the organization, if he 

gets higher emoluments and other benefits somewhere else. Thus, theory Z fails to motivate 

those having higher level needs. 

(J.i) Theory Z emphasises a common culture in the organization. But people have different 
backgrounds ; they differ in attitudes, values, habits, language. religion etc. Thus, it may 
not be possible to develop a common culture in the organization. 

(iii') involvement of workers through participation in decision making is very difficult. The 
management may dislike this idea because of Theory X assumptions about people, or the 
workers may be .reluctant to participate in decision making because of fear of criticism and 

lack of proper motivation. 
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(iv) Theory Z emphasises organization without any structure. But in a large organization, the 
absence of any structure may bring about chaos in the organization as nobody will know 
who is responsible to whom. 

I 
Japanese style of managemenl is successful because of emphasis on groups, human relations 
and a view of top management of facilitators rather than as decision makers. It has been observed 
that certain firms in America have followed these features and have been more successful as 
compared to finns following American management style. It is also suggested that Japanese style 
should be applied to Indian companies. Here it must be remembered that Japanese culture is 
unique in itself because of regard for seniority, life long employment group decision making, 
quality consciousness, etc. Such values are not fully shared by other cultures. That is why, 
Theory Z can't be applied fully to all the countries. Besides it does not present complete solution 
to all motivational problems of all organizations operating under different economic, social. cultural 
and political environment. · 

St11dl'1tl \l'th ii~ I) 

Which model of management the Japanese Management or American Management styles 
would you prefer? Give reason and Highlight the drawback of Z theory which is the 
combination of Jap<l!'ese and American model of management. 

SUMMARY 

Toe chapter deals with concepts relating to the nature of an individual in an organization setting 
and concept relating to the nature of an organization as a whole. It enumerates the models of 
organizati<;>n behaviour, namely autocratic, supportive custodial and collegial, and deJves upon 
the appropriateness of each modeJ in a situational context. lt brings out the assumptions that are 
presumed within an organizational s tructure about the nature of an individuaJ _and theories 
developed henceforth. 

KEYWORDS 

Autocratic Model: This autocratic is delegated by right of command over the people to whom it 
applies. 

Custodial Model: Custodial approach leads to employee dependence on the organization rather 
than on the boss. 

Supportive Model: The worker feels a sense of participation and task involveme nt in the 
organization. 

Collegial Mo<kl: The collegial model is an extension of the supportive model. This model depends 
on management building a feeling of part11ersh.ip with employees. 

Theory X: MCGREGOR theory x says average human being is basically lazy and has an inherent 
dislike of work. 

Theory Y: Based on the assumption that people )jke work and are motivated to take more 
responsibilities. 

Immaturity: Maturity theory: It describes the multi-dimensional development process along with 
an individual in an organization grows. 

Theory Z: William Owchi theory Z represent the integration of American and Japanese management 
practices. 

REVIEW QUESTIONS 

r. Explain the relevance of supportive models of Organizational Behaviour in Indian 
setting . 



2 _ Discuss the basic philosophical models that form the foundations of Organizational 
behaviour. 

3. Enumerate the assumptions of McGregor's TI1eory X and Theory Y. which one is applicable 
in India? 

4. What are behaviour patterns A and B are identified by Chris Argyris ? How are they related 
to Theory X and Y of Douglas McGregor? 

5. Examine Chris Argyris maturity-immaturity theory of personality ? 

6. Briefly explain the assumptions of Elton Mayo's social man and Edgar Schein's rational 
man. 

7. Examine the characteristics of the Theory Z model. How are the employees being supervised 
under custodial approach going to react if Theory Z model is implemented? 

8. ''Theory Z appears to be a hybrid model of organizational behaviour". How will you react to 
this statement ? 

9. Distinguish between Theory X and Theory Y. Which one is more applicable to professionally 
qualified personnel ? Why ? 

IO. Answer the followings : 

(a) ''Theory X follows carrot and stick approach to motivation''. Comment. 

(b) "Theory Y advocates participative practices". Discuss. 

(c) What are the characteristics of immature people? 

( d) Do mature people always expect self-realization at the place of work ? Explain. 

(e) What are the assumptions implied in 'social man' ? 

(f) What features of 'Theory Z' you feel could be successfuUy applied under Indian 
conditions? 

FURTHER READINGS 

Stephens P. Robbins, Organil.ational Behaviour, 10th Edition, Prentice Hall. 

Jon L. Pierce and Donald G Gardner, 'Management Orga11iza:;onal Behaviour', Thomson. 
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CHAPTER 

6 
PERSONALITY 

LE A R N ·1 N G OBJECTIVES 

After studying 1his chapter, you should be able to 

• Differentiate between classical theory and n.eo-classical theory 

• Discuss various approaches to manage.ment: Quantitative, System, Contingency and 
OperatiooaJ 

PERSONALITY 

Our own experience seems to tell us two things about human beings. First, they are all unique. 
Each possesses a set of traits and ch.aracteistics not totally duplicated in any other person. 
Second, these traits remain stable over time. Modem definitions of personality emphasize these 
two aspects. Uniqueness and consistency. Accordi11g to Fish back and Weiner, personality is the 
'unique but Stable set of characteris tics that sets each individual apart from others'. In short. it 
offers to the lasting ways in which a given person is different from others. 

Determinants of PersonaUty 

The factors which shape the personality of an individual are discussed as under: 

L Biological Factors 

a. Heredity. It means the transmission of the qualities from ancestor to descendant through 
a mechanism lying primarily in the chromosomes of the germ cells. Physical stature, 
facialattractiveness, sex, temperament, muscle composition, reflexes, etc. are inherited 
from one's parents. However, the importance of heredity varies from 1be personality 

trait to another. For example, here<jjty is generally more important in determining a 

person's temperament than his values and ideals. 

b. Brain. There fa a general feeling that brain p lays an important role in the development of 

one's personality. However, no conclusive proof is available so far about the narure of 

relationship between the brain and personality. 

c. Physical features. An individual's external aµpearance may have a tremendous effect 
oo bis persooality. Some people give relatively higherweightage to the physical features 

of an individual while defining his personality. Such factors include height, weight, 

colour, facial features, etc. of the individual. Good physical appearance is an asset for 
the job of a sales person and public relations. 

2 Family and Social Factors. Family and other social groups also influence the development 

of an individual 's personality. l'he infant acquires those behaviour patterns that are 

customary and acceptable to the standards of the family and the community where the 
family lives. The status of the family in the society influences an individual 's perception 

about self, others, work. money, etc. 

Family and social factors shape a person's personality through the processes of socialization 

and identification. Socialization is a process by which an infant acquires, from the enonnously 

wide range of behavioural potentialities that are open to him at birth, those behaviour 

patterns that are customary and acceptable to the family and social groups. Socialization 

process starts with initial contact between mother and her new infant Later on, other 
members of the family and social groups influence the socialization process. 

The identification process oocurs when a person tries to identify himself wjth some person 
whom he feels idea in family. Generally a child in the family tries to behave like his father or 



mother. The identification process can be examined from three different perspectives. First, 
identification can be viewed as the similarity of behaviour (including feelings and attitudes) 
between the child and the model. Second, idemification can be looked as the child's motives 
or desires to be like the model. Third, it can be viewed as the process through which the 
child actually takes on the attributes of the model. 

3. Situational Factors. An individual's personality rnay change in d.iffe.rent siruations. The 

demands of different situations may call for different aspects of on~'s personality. Therefore, 
we should not look at the personality factor in isolation. Although certain generaLizations 

can be made about personality, there exist significant individual differences which are 
further influenced by situational factors. 

The relationship of the above factors affects the foOll.ation and development of personality. 
Physiological inheritance is entirely an internal contribution. Group and culture are the 
early environmental factors that influence later behaviour. Family and the social setting 
during early stages of education are the imponant factors which influence the initial formation 
of personality. Whatever the child learns-last<; for a life time. Later in life, it is the peer 

groups of primary affiliations at work, social activities, etc. which shape the personality of 
an individual. 

4. Other Factors 

a. Temperament Temperament and other non-intellectual personality traits are distributed 
according to the normal distribution. Temperament is the degree to which one responds 
emotionally. 

b. Interest. The individual nonnally bas many interests in various ru;eas. The top executives 
in any organization do not have interests in common. The organization should provide 
opportunities like job rotation aod special training programmes to satisfy the interests 
of executives. Successful persons in the same occupation have, to a large extent, the 
same interests: 

c. Character. Character primarily means h onesty. It is resistance to stealing and cheating 
others. Character is a very important requirement for responsible jobs. Jt is likely that 
a.n individual may not steal under nor;mal circumstances. The situation needs to be 
considered to verify this part of the character of the individual. For example, if the 
family of an individual is starving, the.re is a great probability that one will steal. Thus, 
it is essential to study the situation as well as the individual before analyzing the 
behaviour that shows undesirable character. 

d. Schema. It is an individual's beLief, frame of reference, perception, and attitude which 
the .individual possesses towards the management, the job, working conditions, pay, 
fringe benefits, incentive system, and development towards religion, government and 
the satisfaction derived from the environment and cultural influences of his community. 
The perception of an individual depends upon his socio-economic conditioos and 
particular culture he likes to follow. Tbe behaviour of an individual depends to a great 

ex.tent upon his frame of reference which he develops from the childhood experiences. 
These experiences are coloured by the social and ideological concepts of members of 
his family and community. The other important factors responsible for his behaviour 
are religion, education and language. Because of !hese reasons, there are marked 
differences among individuals so far as their beliefs, majo r orientations, roles, 
perceptions, ideas and values are concerned. 

e. Motives. Motives are the inner drives of the individual. They represent goal directed 
behaviour of individual. A motive is a cognitive factor which operates in determining 
one's behaviour towards a goal. Individuals differ in variables which determine the 

inner drives. The behaviour of an individual to accomplish the goal varies because of 

his inner·drives. 

Personality Traits and Types 

A personality trait may be defined as an enduring .attribute of a person that appears constantJy in 
a variety of situations. The early work in the structure of personality involved around attempts to 
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identify and label enduring features that describe a person's behaviour. Popular characteristics 
include the following 

Table ll: Sixwen Primary Traits 

Reserved VS Outgoing 

Less intelligent vs More intelligent 

Submissive vs Emotionally stable 

Serious vs Happy-go-lucky 

lhpedient vs Consc-ientious 

Timid vs Venturesome 

Relaxed vs Tense , 

Tough-minded VS Sensitives 

Trustirig VS Suspicious 

Practical VS lmaginati ve 

Forthright VS Shrewd 

SeJf-assured VS Apprehensive 

Conservative vs Experimenting 

Group-dependent vs Self sufficient 

Uncontrolled vs Controlled 

The Trait Theory (Allport, Cattel etc) is based on certain assumptions: 

• Traits distinguish one personality from another 

• Individuals can be described in tenns of construction of ttaits such as achievement. anxiety 
aggression etc. 

• Traits can be quantifiable and, hence, measurable. 

• Traits and the amount of each trait that a person has is assumed to be stable fairly. 

Describing an individual's behaviour in terms of perSonality has proved to be a tough job, 
because there are so many of them. ln one study, 17,953 individual ttaits were identified. It is 
virtually impossible to predict behaviour when such a large number of traits need to be considered. 
The question then revolved around condensing the number of traits to a more manageable figure. 
The 16 primary traits, as shown above, have been found to be fairly stable predictors of behaviour 
in specific situations. 

The trait theori~s Jacked scientific vigour and empirical evidence. They have been critici:zed thus: 

• Traits may be too abstract. For example the scale of measuring 'anxiety' may not be clear. 

• Trait theory focuses on isolated traits without stating how these traits are organized within 
the personality. Without knowing wb.ich traits are more important and how they are related 
to other traits of an individual, it is not possible to make adequate description of an 
individual_s's personality. 

• More importantly the trait theories are essentially discriptive rather than analytical. 

TRAIT THEORIES 

The trait approaches represent an attempt to scientifically dismiss personalities by classifying 
individuals into convenient categories. These are given below: 

Sheldon's Physiognomy Theory 

According to Sheldon there is a link between physiological traits and characteristics of an 
individual with his behaviour. There are basically three types. 

Endomolph 

He is bulky and peJoved. Sheldon argued that the endomorph tends to be rather fat, thick in 
proportion to his height. Such a person seeks comfort. eats too much, jovial, affectionate and 



liked by all persons. He is even tempered, shows a relaxed posture, reads slowly and is tolerant of 
others and easy to get along with others. He prefers to be led than to lead. 

Mesomorph 

He is basically strong, athletic and tough. His physique is appreciated by all. In fact, it is this 
personality all other 'morphs' wish for. According to Sheldon, such a person seeks Jot of muscular 
activity; tends to be highly aggressive and self-assertive. He can run faster, smile brighter and 
beats alone the two 'morphs' together. He tends to be noisy, courageous and seeks lot of outdoor 
activity. He desires action, power and domination. 

Ectomorph 

Ectomorphs are thin, Jong and poorly developed physically. Such a person displays restraint, 
inhibition and desire for concealment. He tends to be distrustful of others. He works weU in closed 
areas. He enacts overquickly, sleeps poorly and prefers solitude, when his mind is troubled. Also 
be prefers not to attract attention to himself 'fypically, be is anxious, ambitious and dedicated. 

According to Sheldon, most physiques are a mixture of three components. One important limitation 
of this theory is the inherent generalization. There is almost a natural tendency on the part. of 
many people to typecast every person into one category or another. Though a down-to-earth 
classification of real people is unreliable and impossible, Sheldon's theory provides a rough 
sketch of extreme fonns of personality traits on the basis of which generalizations can be done, 
though not with cent percent accuracy. 

Carl Jung's Extrovert- Introvert Theory 

Carl Jung - a student of Sigmund Freud, proposed another two-part theory of personality in early 
60s. The theory typecasts a1J profile into two compartments. 

Extroverts 

They are optimistic, outgoing gregarious and sociable. They are objective and reality oriented 
people who believe in doing things. They are friendly, enjoy interaction with others, crave excitement 
and dislilce solitude. They seek job environments that offer opportunity, variety, unpredictably 
and sporadic bursts intensity. Even an occasional crisis may appeal to them. If job environment is 
not sufficiently stimulating, they may play practical jokes and games or display other forms of 
distracting behaviour to produce additional stimulation. 

Introverts 

They are, by contraSt, more inward-directed people. They are less sociable, withdrawn and 
absorbed in inner life: They are usually guided by their own ideas and philosophy. They are rigid 
and subjective oriented. Nonnally a person who has few friends, avoids social contacts, r:arely 
speaks to others unless they speak first might be characterized as introverted or withdtawn. 
lntroverts do not require much excitement from external stimulation, and conseguendy, tend to 
perform better than extroverts o n repetitive tasks. 

Jung, at the base of his theory, explains that the personality bas four dimensions~lhinking, 
feeUng, sensation, and intuitjon. 

(a) Thinking: It includes logical reasoning (rational, analytic) 

(b) Feeling: It refers to the interpretation of a thing or event on a subjective scale (emotional, 
effect) 

(c) Sensation: It deals with perc.eption of thing in general sense (factual and concrete) 

(d) Intuition: It is based on unconscious inner perception of the potentialities or events or 
things (associative or gestalt) 

Carl Jung's functions can be thought of as sitting at the ends of orthogonal axes as depicted in 
Figure 10. 

1ype 1 person is a sensation thinking individual, and is basically analytic, oriented toward the 
present. He is primarily interested in facts, and extremely practical. 1ype II persons are intuition-
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umuu11g a11u u1e type ill mmvmuai IS sensauon-reeung ana nnauy type 1 v people are mtwbon~ 
feeling. 

Sensation 

Ill 

Thinking 

Feeling 

II 

Intuition 

IV 

Figure 10: Carl Jung's extrovert-introvert theory 

The Jungian theory has been applied by some researchers to the problem of implementation of 
management science. The intuition-feeling type is hypothesized as being more able to successfully 
implement change and innovation in the organization. On the other hand, managers who are 
characterized by sensation-thinking types are hypothesized as being more willing to build and 
accept management science tools and techniques than are managers who are predominantly trait­
characterized by intuition-feeling types. But the question can arise as to what is the importance of 
ex.troversion-introvecsion dimension to the study of behaviour in organizations? On repetitive 
tasks or on tasks performed in environments that offer very little sensory stimulation, the introvert 
will usually do better; the extrovert will spontaneously engage in task-irrelevant behaviours 
designed to provide necessary variation to increase stimulation. On the other hand, on tasks 
performed in environments in which sensory overload threatens (for example, random stimulus 
changes, that require unpredictable shifts in the focus of attention, variable notice distractions 
ecc), the extrovert will get along better. But to date, extroversion has received ve.ry little atte.ntion 
in studies investigating such topics as motivation, leadership perfoanance of the organization. 

Are you an Introvert or Extrovert personality? 

l. I can plan out things effectively 

a. Always, yes 

b. Never 

2 I don't take care of having people observe my work 

a. Yes, always 

b. Never 

3. I don't feel shy of sparking in front of a group 

a. False 

b. True 

4. l become nervous if I have to enter a room full of people 

a. Yes, always 

b. Never 

5. I do feel uncomfortable if I become the centre of attention at any social gathering 

a. Yes, always 

b. Never 

6. In any group discussion I prefer to sit back and listen to others 

a. Always 

b. Never 

Contd ... 



Scoring: 

Qs no: 1, 2, 3, 6 Score Always= 2; Never= l 

Question no: 4 and 5 score always= I; Never= 2 

Then total the score 

The higher the score - It indicate you are an extrovert person 

The lower the score - you are an introvert person 

Self Theory 

Organism 
(total individual) 

i ! ---- self 

Phenomenal (totality of experience) 

Figure 11 

The intrapsychic, physiognomy and trait theories represent the traditional approaches to 
understanding the complex human personality. Of many contemporary theories the one that has 
received the most recent emphasis is the self-theory of personality. Self theory rejects both 
psychoanalytic and behaviouristic conceptions of human nature as too mechanistic portraying 
people as creatures helplessly buffeted about by internal instincts or external stimuli. Carl Rogers is 
most closely and his associates have developed this personality theory that places. emphasis on the 
individual as an initiating, creating, influential determinant of behaviour within the environmental 
framewoi:k. According to Rogers there are three basic ingredients of personality-the organism. the 
phen0menal field, and the self. This can be seen from Figure I 1. 

To understand the Roger's theory we have to see (i) the self concept, (ii) the organism, and (iii) the 
development of self. 

1. Self-Concept: The most important concept in Roger's theocy is the self. The self consists of 
au the perceptions, ideas, values, and characteristics that characterize 'I or Me'. It includes 
'What I am' and 'What I can do' Rogers defines the self concept as "an organiz~ consistent, 
conceptual gestalt composed of perceptions of the characteristics of the 1 or me and the 
perceptions of the relationships of I or me to these perceptions of the relationships of I or 
me to theSe perceptions". Here 'I' refers to the personal self, and 'me' refers to the social 
self. Personal self consists of a person's psychological processes such as perception, 
motivation and attitudes etc., that result in a composed whole. On the other hand, the social 
self is the way an individual appears to others and the manner this person thiriks_he appears 
to others. The perceived self influences both the person's perception of the world and his 
behaviour. An individual with a strong, positive self-concept is quite likely to view world 
and his behaviour. An individual with a strong, positive self-concept is quite likely to view 
world quite differently from one whose self-concept is weak. One important thing to remember 
here is that self concept does note necessarily mean or reflect reality; an individual may be 
highly successful or respected yet, views himself as failure. As Rogers said, "the basic 
nature of the human being when functioning fully, is constructive and trustworthy. The self 
generally takes the initiative in improving the conditions in its environment so that the 
values of the self can be achieved." The essence· of this theocy is that individuals nonnally 
are active creators and initiators, experience rather nonnally are active creators and initiators, 
experience rather than passive reactors to the pressures of the environment. 

Th.ere is yet another self in Rogers self theory. That is the ideat self. It represents the type 
of person an individual likes to be. This concept is similar to Freud's ego-ideal. If the ideal 
self is closer to the real self, then the individual will be more fulfilled and happy. On the other 
hand, if large discrepancy exjsts between these two then it result-sin an unhappy, dissatisfied 
indivjdual. 
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2. The organism: The organism is essentially the locus of all experience. The totality of 
experience is the phenomenal field. Th.is field is known to the person himself and is frequently 
referred to as frame of reference. B.ehaviour of an individual is largely detennined by the 
phenomenal field not by the stimulating conditions of events in the external ft.led or 
environment. 

The individual evaluates every experience in relation to his self-concept. The experiences 
may be symbolized or unsymbolized. When they are symbolized they become part 
unsymbolized. When they are symbolized they become part of individual's consciousness. 
Conversely, when they are.unsymbolized they remain outside the confines of the awareness 
or consciousness of an individual. The important thing here is that distorted symbolization 
gives .rise to inappropriate behaviour. 

3. The development of self personality: Rogers feels that the fundamental force motivating the 
hwnan organism is self acmalization. i.e. "a tendency toward fulfillment, toward actualization, 
toward the maintenance and enhancement o f the organism". The tendency to self-actualization 
of both the organism and the self is subject to the profound influence of the social environment. 
right from childhood. Actually, in the childhood itself, when the child's behaviour is evaluated 
continuously by their parents, he will be in a position to discriminate between thoughts and 
actions that are considered ' worthy' and ' unworthy'. He will be able to exclude the unworthy 
experiences from his self-concept. 

Rogers maintains that the innate tendency toward self actualization often runs into conflicl' 
with two needs-the need for seJf-regard, and the need for positive reward. It is true that the 
latter need is universal whereas the former one is the internalization of those actions and values 
that others approve. The regard may be conditional or unconditional. Ideally, the more completely 
the individual is given positive regard-acceptance that is not conditional to specific 
behavi~e more congruencies, there will be between his self-concept and his actual 
experiences, as well as between his self-concept and ideal self. 

Evaluation of the Self Theory 

The self-theory is appreciated on the ground that it is. organized around the concepfof seJf. It is 
the one in which personality and behaviour are largely detennined by the individual whereas, in 
other theories, the individual is the o nly medium through which behaviour js elicited after having 
been acted on by elements over which he has no control. 

Another positive point in favour of self theory is that the 'best vantage point for understanding 
is from the internal frame of reference of the individual himself. To Rogers the individual is the 

centre of experience. To understand o_ne's behaviour one should understand how that person 
views about bimseJf, 

lo analyzing organizational behaviours, it would be beneficial for the manager to understand the 
self-concept because this unique concept influences the way he should apply various 

reinforcement motivation and leadership techniques in the process of maintaining these required 
amount of output For instance, monetary rewards for perfonnance, authoritarian leader ship style 

and motivational strategies when applied to an intelligent, independent, confident, workers may 
be ineffective. These techniques may prove to be effective when are applied to the unintelligent, 

insecure, indecisive workers. 

The self theory focuses on the person's wodd as he perceives it. It is the individual's perception 

and interpretation of the experiences that detemune behaviour. But the trouble with the self 
theory is that it vaguely defines -the tenns such as self actualization, self concepts etc., and such 
vague concepts will not be of much value in making precise predictions of behaviour of individuals. 
Of several other troubling criticism are the accurate measurements of subjective experiences and 

the revealing of self. 

THE DEVELOPMENT 
SOCIALIZATION 

OF PERSONALITY AND 

Study of, and research on the development of personality has traditionally been an important area 
for understanding human behaviour. Modem developmental psychology does not get into the 



argument of heredity versus environment or of maturation (changes that result from heredity and 
physical deveJopment) versus learning. The human being consists of both physiological and 
psychological interacting parts. Therefore, heredity, environment, maturation, and learning all 
contribute to the human personality. 

The study of personality has attempted to identify specific physiological and psychological stages 
that occur in the development of the human personality. This "stage" approach bas been theoretical 
in nature. There are many well-known stage theories of personality development. However, as with 
most aspects of personaliey, there is little agreement about the exact stages. In fact, a ·growing number 
of today's psychologists contend that there are no identifiable stages. Their argument is that personality 
development con1;ists of a continuous process and the sequence is based solely upon the learning 
opportunities available. The opposing view supports stages in personality development. Particularly 
relevant to the understanding of organizational behaviour are the theories provided by Levinson, 
Hall, and Argyris. 

Adult Life Stages 

The work of Daniel Levinson on adult life stages has received attention. At first, he believed that 
"the life structure evolves through a relatively orderly sequence through- out the adult years, 
and, unlike other stage theories that were event-oriented ({or example, marriage, parenthood, or 
retirement). his was age-based. In particular,lle believed there was little variabjlity (a maximwn of 
two or three years) in four identifiable stable periods: 

1. Entering the adult world (ages twenty-two to twenty-eight) 

2. Settling down (ages thirty-three to forty) 

3. Entering middle adulthood (ages forty-five to fifty) 

4. Culmination of middle adulthood (ages fifty-five to sixty) 

He identified four transitional periods: 

l. Age-thirty transjtion (ages twenty--eight to thirty-three) 

2 Mid-life transition (ages forty to forty-five) 

3. Age-fifty transition (ages fifty to fifty-five) 

4. Late adult transition (ages sixty to sixty-6ve) 

Like historically significant stage theories of personality such as those of Sigmund Freud and Erik 
Erikson. Levinson's theory of adult life stages bad a lot of intuitive and popular appeal, but. as is 
also the case with previous stage theories, the research evidence is quite mixed. For exaqiple, one 
study utilizing longitudinal data found no support for Levinson's hypothesis that there should be 
greater variabili ty in work attitudes during transitional as compared with stable developmental 
periods or that the greatest variability occurs during the mid-life transition. In other words, there 
may be such large individual differences among people that stage theories such as Levinson's 
don't really hold up. As a result, Levinson has reformulated his stages into what he now calls 
"eras" (early adult, mid-life, and late adult) and includes a transition-in periOd, a period of stability, 
and a transition-out period. In contrast to his earlier work discussed above, in which mobility or 
stability characterized whole stages of development, this new approach examines the interplay of 
mobjlity and stability within each life stage. . 

Hall has synthesized Levinson's theory and other adult stage theories (in particular the work of 
Erikson and Super) into an overall model for career stages splitted into four, During the first stage 
there is consideraple exploration. The young employee is searching for an identity and undergoes 
considerable self-examination and role tryouts. This stage usually results in taking a number of 
different jobs and is, in gener;tl, a very unstable and reJati vely unproductive period iJl the person's 
career. In the second stage, establishment, the employee begins to settle down and indicates a 
need for intimacy. 'This is usually a growing, productive period in the employee's career. The third 
stage of maintenance occurs when the person levels off onto a highly productive plateau and bas 
a need for generativity (the concern to leave something to the next generation). This need often 
leads the person to ~suroe a paternalistic or perhaps ~ mentor role with younger subordinates. 
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career stage. The final stage, decline, is self-explanatory. The person indicates a need for integrity 
(that is, the person needs to feel satisfied with his or her life choices and overall career). With the 
recent changes in mandatory retirement laws (there is no longer an upper age limit for mandatory 
retirement), better medical tteatment, and the expectations of society concerning "gray power,'' 
this last stage may undergo drastic changes in the years ahead. 

There is recent evidence that the heretofore assumed direct, linear relationship between age and 
job satisfaction may not be true. Toward the end of employees' careers, there may be a downturn 
in their satisfaction. This -decline may be the result of unmet expectations and the downsizing 
and "merger mania" that have left Jong-term employees feeling unwanted and with no sense of 
loyalty or belonging. 

Immaturity to Maturity 

In a departure from the strict stage approach, well-known organizational behaviour theorist Chris 
Argyris has identified specific dimensions of the human personality as it develops. Argyris 
proposes that the human personality, rather than going through precise stages. progresses along 
a continuum from immaturity as an infant to maturity as an adult. However, at any age, people can 
have their degree of development plotted according to the seven dimensions shown in Table 12. 

Table 12: TbeArgyris Immaturity-Maturity Continuum 

Immaturity Characteristics Maturity Characteristics 

Passivity Activity 

Dependence l odependence 

Few ways of behaving Diverse behavior 

Shallow anteres ts Deep interests 

Short time perspective Long time perspe,aive 

Subordinate position Superordfnate posi tton 

Lack of self-awareness Self-awareness and c-ontrol 

Argyris carefully points out that this model does not imply that all persons reach or strive for all 
dimensions on the mature end of the continuum. He further explains: 

1. The seven di,mensions represent only one aspect of the total personality. Much also depends 
upon the individual's perception, self-concept, and adaptation and adjusnnent. 

2 The seven dimensions continually change in degree from the infant to the adult end of the 
continuum. 

3. The model, being ol).ly a construct, cann9t predict specific behaviour. However, it does 
provide a method of describing and measuring the growth of any individual in the culture. 

4, The seven dimensions are based upon latent characteristics of the personality which may 
be quite different from the observable behavior. 

In contrast to the classic stage theories of Freud and Erikson, Argyris's immaturity-maturity 
model of personality is specifically directed to the study and analysis of organizational behavior. 
Argyris assumes that the personalities of organizational employees can be generally described 
by the mature end of the continuum. Tius being the case, in order to obtain full expression of 
employees' personalities, the formal organization should allow for activity rather than passivity, 
independence rather than dependence, long rather than short time perspective, occupation of a 
position higher than thar of peers, and expression of deep, important abilities. Argyris argues that 
too often the exact opposite occurs. The mature organizational participant becomes frustrated 
and anxious and is in conflict with the modem fonual organization. In other words, Argyris sees 
a basic incongruity between the needs of the mature personality and the nature of the formal 
organization. 

Tius incongruity premise is an important cornerstone for the entire conceptualization of person­
organization structure interaction, which is discussed in relation to the organizational behavior 
model used in this text. The fit between individual personal characteristics and organizational 
requirements is also frequenUy used t.oday to ex.plain job perfot:man.::e and work-related attitudes. 



The Emerging Recognition of the Importance of Emotiooal Maturity, or EQ 

Argyris recognized the important role that maturity may play in organizatiooaJ behavior many 
years ago. Very recently this concept has reswfaced in the popular press as emotional maturity or 
emotional intelligence or (as a takeoff from IQ) simply EQ. Based on research in both the 
neurological and behavioral sciences over the last ten years, it seems that a person's EQ may be 
a much better predictor of success (in ~hool, in at least cenain jobs, and in life) than the traditionally 
revered IQ (iDtetligence as measured by standardized tests), People with high EQ delay gratification 
(reason over impulsiveness), understand their own feelings, and, especially important in 
organizational behavior, have a great deal of empathy for the feelings of others. This emotional 
maturity starts to develop at an early age and continues to develop both neurologically and 
through socialization. Those who have developed high EQ know how to regulate their emotions, 
such as anger (the most difficult) or anxiety, in a way that enhances success-on the job and in life. 

BQ provides a way to operationalize the "people skills" that are considered so important in 
many careers. For example, Se1igman designed a test of how people respond to setbacks 
(optimistically or pessimistically). He developed hypothetical questions to which the person 
was to choose the response most closely matching his or tier own. Here are some sample 
questions: 

J. You owe the library $10 for ao overdue book. 

a. When I am really involved in what I am reading, I often forget when it's due. 

b. I was so involved in writing the report, I forgot to return the book. 

2 A friend says something that hurts your feelings. 

a. He/she always blurts things out wfthout thinking of others. 

b. My friend was in a bad mood and toot it out on me. 

3. You are penalized for returning your income tax late. 

a. I always put off doing my taxes. 

b. I was lazy about getting my taxes done this year. 

Re found that salespeople at the Metropolira,o Life Insw-ance Company woo answered with more b's 
than a's were better able to overcome bad sales days, recovered more easily from rejection, and 
changed jobs less frequently (major problems in the insurance industry). Also, EQmay be an overlooked 
dimension of predicting effective leadership. High-EQ leaders would seem to have empathy and 
graciousness as well as the uncanny ability to read a social situation (the great majority of emotional 
communication is nonverbal). Such characteristics may be more associated with effective leaders 
than are raw intelligence and technical skills. For example. the Center for Creative Leadership found 
that "derailed executives" (rising stars who flamed out) failed becau.se of emotional-type problems 
(poor working relations, too authoritarian, too ambitious, conflict with upper management) rather 
than a lack of technical ability. 

To take advantage of this newly found personality attribute, human resources management trainers 
are beginning to provide instruction in such areas as raising consciousness and integrating the 
perspectives of others (building empathy) in order to develop EQ in their people. Best-selling EQ 
author Daniel Goleman believes that a lot of men learn to be more empathic from their wives and 
that EQ can be learned through business training programs. He concludes an interview by noting, 
"You can learn emotional skills at any point, and the odds that you'll have a happy, successful life 
are much greater if you do." 

The Socialization Process 

Besides the developmental aspects of _personality in general and newly emerging constrncts 
such as EQ, there is increasing recogn_ition given to the role of other relevant persons, groups, 
and, especially, organizations that greatly influence an individual's personaUty. This continuous 
impact from the social environment is ,commonly called the socialization process. It is especially 
relevant to organizational behaviour because the process is not confined to earJy childhood; 
rather, it takes place throughout one's life. In particular, evidence is accumulating that socialization 
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may be one of the best explanations for why employees behave the way they do in today's 
organizations. As Edgar Schein notes: "It is high time that some of our managerial knowledge and 
skill be focused on those forces in the oi:ganization environment which derive from the fact that 
organizations are social systems which do socialize their new members. If we do not learn to 
analyze and control the forces of organizational socialization, we are abdicating one of our primary 
managerial responsibilities." A recent study found that the socialization tactics that organizations 
employ can have a positive, long-run impact on the adjustment of newcomers (i.e., lower role 
conflict and ambiguity, less stress. and higher job satisfaction and commitment). 

Socialization starts with the initial contact between a mother and her new infant. After infancy, 
other members of the immediate family (father, brothers, and sisters), close relatives and family 
friends, and then the social group (peers, school friends, and members of the work group) play 
influential roles. Of particular interest is-Schein's idea that the organization itself also contributes 
to socialization. lie points out that the process includes only the learning of those values, nonns, 
and behavior patterns which, from the organization's and the work group's points of view, are 
necessary for any new organization member to learn. 

The following are widely accepted characteristics of the organizational socialization of employees: 

I. Change of attitudes, values, and behaviours 

2 Continuity of socialization over time 

3. Adjustment to new jobs, work groups, and organizational practices 

4. Mutual influence between new recruits and their managers 

5. Criticality of the early socialization period 

Accordingly, organization members must learn such things as not to drive a Ford it they are 
working for Chevrolet, not to criticize the company in public, and not to wear the wrong kind of 
clothes or be seen in the wrong kind of place. They must understand "who holds power and who 
does not, which infonnal networks of communication are reliable and which are unreliable, and 
what political maneuvers they are likely to encounter in their department or unit In short, if they 
wish to survive and prosper in their new work home, they must soon come to 'know the ropes.' '' 
The same is true for thos~ in overseas assignments. They must be socialized into the correct 
conduct in deaJing with the local culture. The accompanying International Application Example: 
Gift Giving in Western Europe provides some guidelin'ss for correct behavior in that part of the 
world. 

Specific techniques of socializing new employees would include the use of mentors or role models, 
orientation and training programs, reward systems, and career planning. Specifie steps that can 
lead to successful organizational socialization would include the following: 

1. Provide a challenging first job. 

2 Provide relevant training. 

3. Provide timeJy and consistent feedback. 

4. Select a good first supervisor to he in charge of socialization. 

5. Design a relaxed orientation program. 

6. Place new recruits in work groups with high morale. 

Such deliberate socialization strategies have tremendous potential impact on human resources 
management and organizational effectiveness. 

SUMMARY 

Every human possesses a unique set of traits aod characteristics which remain stable over time. 
This uniqueness and consistency form the aspects of personality. 

According to Sheldon Physiognomy Theory, there is a link between physiological traits and 
characteristics of an individual with his behaviour. 

Carl Jung's Extrovert-Introvert theory typecasts all profile into two compartments: Extroverts and 
introverts. 



Self theory propounded by Carl Rogers places emphasis on the individual as an initiating, creating, 
influential determinant of behaviour within the environmental framework. Rogers classifies personality 
into three basic ingredients - the organism, the phenomenal field, and the self. 

Other theories relevant to the understanding of personality and its development were also 
proposed. Levinson, Hall and Arygris, particularly, propounded that personality development is 
a sequential and continuous and can be modelled into various stages. 

The continuous impact of the social environment on various development aspects of personality 
is called socialization process. According to Edges Schein, organization are social systems and 
socialization is a necessary part of it. 

KEYWORDS 

Personality is- the unique but stable set of characteristics that sets each individual apart from 
others. la short, it offers lo the lasting ways in which a-given person is different from others. 

Endomorph: He is bull')' and beloved. Sheldon argued that the endomorph tends to be rather fat, 
thick in proportion to his height Such a pe.rson seeks comfort, eats loo much.jovial, affectionate 
and liked by all persons. He is even tempered, shows a relaxed posture, made slowly and is to 
ternate of others and easy to get along with others. He prefers to be bed rather than to lead. 

Nesomoroph: He is basically strong, athlete and tough . 
. 

Ectomorph: Ectomorphs are their, long and poorly developed physically. Typically, he is anxious, 
ambitions and dedicated. 

Extroverts: They are optimistic, outgoing gregarious and sociable. They are objective and reality 
oriented people who believe in doing things. 

Introverts: They are lay contrast more inward-directed people. They are less sociable, withdrawn 
and absorbed in inner life. 

Self-concept: Self-concept is an organized, consistent, conceptual gestalt composed of perceptions 
of the characteristics of the I or me and the perceptions of the relationships of I or me to these 
perceptions of the relationships of I or me to these perceptions. 

The organisms: The organism is essentially the locus of all experience. The totality of experience 
is the phenomenal field. 

The developed of self personality: It is a tendency toward fulfillment, toward actualization, toward 
the maintenance and enhancement of the organism. 

REVIEW QUESTIONS 

l. What is the comprehensive definition of "Personality"? Give brief examples of various 
personality traits. 

2 How does pe_rsonatity relate lo organizational behaviour? 

3. Briefly describe various trait theories of personaJiry. 

4. Elucidate Levinson's theory of adult life stages and its relatedness to socialization. 

5. Define socialization process and its impact on personality development. 
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CHAPTER 

7 
PERCEPTION - PERCEPTUAL PROCESS AND 
MANAGERIAL IMPLICATIONS OF PERCEPTION 

LEARNING OBJECTIVES 

After studying this chapter, you should be able to: 

• Define perception and describe basic perceptual processes. 

• Discuss the attribution process, and describe internal and external attributions. 

• Identify key managerial implications of perception and attribution. 

THE ROLE OF PERCEPTION 

Another very important facet of individual behaviour in organizations is perception. If everyone 
perceived everything the same way, things would be a lot simpler (and a lot less exciting). Of 
course, just the opposite is true-people perceive the same thing in very different ways. The 
remainder of this chapter is devoted to perception and attribution. 

Perception Defined 

Perception is the set of the processes by which the individual becomes aware of, and interprets 
information about, the environment. A general discussion of behavioural concepts and processes 
might identify perception as a single process, but actually it consists of several distinct processes. 
Moreover, in perceiving we receive information in many guises, from spoken words or visual 
images to movement and form. Through the perceptual processes, the receiver 11ssimilates the 
varied types of incoming information for the purpose of interpreting it. 

People often tend to assume that reality is objective, that we all perceive the same things· in the 
same way. To test this idea, we could ask students at the Universities of Delhi and Calcutta to 
describe the most recent cricket game between their schools. We would probably here two quite 
conllict'ing stories. These differences arise primarily because of perception. The fans "saw" the 
same things but interpreted them io very contrasting ways. Factors underlying these differences 
are perhaps best explained by the perreptua1 framework shown in Figure 12. An object-another 
person, an event, an activity-is the focal point for perceptfon. A stimulus makes the individual 
aware of the object must then be interpreted. Finally, interpretation triggers a response. Responses 
may include oven behaviour, changes in attitudes, or both. 

Perceptual Processes 

The framework described in Figure 12 is useful in a general introduction to perception. lt is also 
useful, however, to understand more specific characteristics and process_es that affect perception. 
As indicated by F igure 13 perceptlon is influenced by characteristics of the object (what is being 
perceived), characteristics of the person (the perceiver), and situational processes. 

The Characteristics of the Object 

Perception is influenced by things about the object that set it apart from its surroundings, or 
cause tbe perceiver to be more or less aware of it than would otherwise be the case. Such 
characteristics include contrast, intensity, movement, repetition, and novelty. 

If an object, in some way, contrasts with its ·surroundings, it is more noticeable. A manager who 
interviews twenty women and one man for a job will tend to remember the man first simply because 



he posed such a contrast. Similarly, if one person in an office is dressed very casually and 
everyone else is dressed very formally. we will be most likely to notice the person in casual attire. 
Objects may also vary in their intensity- in features such as brightness, color, depth, or sound. 
For instance, we tend to listen carefully to someone who is yelling-or whispering-because the 
intensity of the utterance is unusual. 

Object 

- - - - - - - ., .------"----~ 
Awareness 

Recognition 

Interpretation 

~ - - - - - - - - ------· 
Response 

Figure 12: The Perceptual Framework 

We also tend to focus our attention first on objects that are moving or changing. We notice a 
flashing neon sign on a dark street, a person walking through a group of standing people, or a 
single car moving along next to two lanes of stalled traffic. Movement stimulates our awareness 
of an object before we become aware of its surroundings. 

CHARACTERISTICS OF CHARACTERJSTTCS OF 
TifB PERSON THEi OBJECT 

Salience Contrast 
Disposrnon ~ ... Intensity 
Attitudes 

., ,.. 
Movement 

Self-concept Repetition 
Persoonlity Novelty 

~ , 
SlTUATIONAL 

CHARACTERISTICS 

Salience 
Organization 
Stereotyping 
Halo 
Projection 

. Figure 13: Characteristics and Proces.ffll thatAffect Perception 

Repetition can also increase our awareness of objects_ Most people can recall the most recent 
advertisingjingles for Pepsi's and Coca-Cola because they are repeated over and over on television 
and the radio. Likewise, if one of our subordinates repeats a request for additional budget support 
over and over again, we are more likely to remember the request than if it had only been made 
once. 

An object's novelty can also stimulate our perception of it. People wearing unusual clothing, 
books that have strange covers, and athletic teams with peculiar names, all tend to attract our 
attention. Similarly, we are likely to remember people whose behaviour or appearance is unexpected. 
Hence, a manager who has always worn gray suits to work wiU be noticed by everyone the day he 
wears a brown one. Even though the brown suit is not unusual, it is noveJ for that manager. 
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For various reasons, managers invest considerable time and energy in shaping how people 
perceive their organizations, products and services. For example. most people think of Philips 
Petroleum Company as Just a petroleum refiner. The company recently undertook a series of 

commercials to increase people's awareness of other products it has introduced. 

CHARACTERISTICS OF THE PERSON 

A person's own characteristics also affect how he or she perceives and interprets things. The most 
important characteristics are salience, djsposition, attitudes, se.lf-concept. and personality. 

Salience is the individual's feeling about how important the object is. The more salient the object 
is to you, the more attention you are likely to pay to it If the JocaJ paper this morning contained 
an article about a dramatic tuition increase at a specific university, students at that university 
would probably read it carefully. Someone not affiliated with the school, however, might skim 

right past the s.rticle without a second glance. The reason is simple, the information contained in 
the article would be far more salient to the student than to the other person. Thus, a marketing 
manager for IBM would eagerly read an article· about a new advertising campaign by Hewlett­

Packard but would probably show significantly less interest in a new stock offering by Sears. 

An indjvidual's disposition also affects how he or she perceives things. Disposition is a short­
tenn emotional response triggered by various environmental stimuli. Suppose a manager has just 
been told that she will receive no pay raise next year because of low performance in her work 
group. Back in her office, no doubt in a lousy mood., she discovers that one of her subordinates 

has made an error in calculating unit costs. She promptly berates the subordinate for what she 
perceives as slipshod work. The manger's disposition made her more aware of the subordinate's 
performance as well as less tolerant of it. 

Whereas our disposition tends to be a short-term mood or emotional response, our attitudes are 
longer-lasting feelings about things. Attitudes can affect perceP,tions in dramatic ways. Consider 
that when President Reagan was riding a wave of popularity in I 986, Time magazine called him 
"one of the strongest leaders of the 20tb century". People had positive attitudes about him and, 
therefore, saw him in a favorable light. Sixteen months later, when his popularity has eroded 

because of the Iran-Contra affair, the same publication noted that "the nation calls for leadership 
and there is no one home" in tbe Wrute House; because peoples' attitudes changed, so did their 
perceptions. 

Self-concept can also affect perception. Self-concept is a person's perception of himself or herself. 
A person who has a good self-concept, tends to are things in a positive and enriching ethic. a 
negative self-concept, on the other hand, can give a _person's perceptions and unfavorable or 
limiting cast. 

A final characteristic that influences perception is a person's personality. A person's personality 

is the set of djstinctive traits and features that make that _person unique. Different personality 
traits can cause differences in the way individuals recognize and interpret their surroundings. An 
extrovert, for example, may eagerly respond to conversation. An introvert, in contrast. may be-less 
i.nterested in what others are talking about. 

Refer to the te.xt and prepare an assignment. 

1. What do you mean 'by attribution? 

2 What is External and Internal attribution? Give an example that you have experienced 

or encountered. 

3. What is Kelley's attribution theory? What are its implications for e,cplaining 

organizational behavior? 

4. What is Stereotyping? G ive an example. 



SITUATIONAL PROCESSES 

In a sense, situational processes act as filters. Thal is, objective information from the environment 
is interpreted and shaped as it is perceived by the individual. The individual's cognition of the 
environment are influenced, as described earlier, by characteristics of both the object and the 
individual. Subtle interactions that are unique to particular situations may also occur between 
person and object This means that the same object may be perceived differently by the same 
person in _different situations. The major situational processes are selection, organization, 
attribution, stereotyping, the halo effect, and projection. 

Through the process of selection, we pay attention to objects we are comfortable with, and filter 
out those that cause us discomfort. A classic study by DeWitt Dearborn and Herbert Simon 
clearly demonstrated the effects of selection on managerial behaviour. l\venty-three-executives 
were asked to read a case describing various problems faced by a company. Afterward, each 
ex.ecutive was inslructed to identify the case's single most imponant problem. Almost without 
exception, theexecotives' choices reflected their own functional specialties. Five of six marketing 
executives saw sales as the major problems. The researchers concluded that the managers' selection 
process filtered in the problems they were most comfortable with beca\lse of their functional 
expertise, and filtered out the problems they were less familiar with. 

When used to describe an element of perception, the term organization refers to , ~Jr tendency to 
order our perceptions so that they tit logical, consistent systems of meaning. As with selection, 
as we organize we often filter out stimuli that do not jibe with our view of reality. Take the case of 
a manager who believes a particular subordinate is hard worlcing, conscientious, and loyal. One 
day the manager notices the worker goofing off. Because chis perception does not tit into the 
manager's image of the worker, he may "choose'' to see the behaviour as a well-earned rest after 
hard work. Organ.ization also causes us to group and label things. Almost unconsciously, employees 
develop attil\Jdes about many individual features of the workplace such as pay, benefits, their 
supervisor, their coworkers, working conditions, promotion opportunities, and organizational 
practices. But, when asked to describe how they feel about their jobs, employees tend to collapse 
these attitudes into an overall impression such as ''I can' t s tand it'' or ''lt couldn't be better''. 

Stereotyping is the process of categorizing people into groups on the basis of certain presumed 
traits or qualities. Suppose you walk into the reception area of an executive suite. There you 
notice a man and a woman talking beside a secretary's desk. Unfortunately, a typical reaction. 
owing to a firmly entrenched stereotype, is to assume that the woman is the secretary and the man 
is the executive. Stereotyping consists of three steps. First, we identify categories by which we 
wi_U sort people (race, region, sex). Next, we associate anributes with those categories (athletic 
ability, speech patterns, occupations). Finally, we infer that all people in certain categories take on 
the attributes we have decided on (all secretaries are women, all people pursuing an MBA are 
aggressive and career-oriented). Needless to say, stereotypes are almost always inaccurate. 

In recent years, many [esearc'1ers h.ave studied stereotyping. Much of the research has been on 
either sex-role or age stereotyping. One study, for example, found that publishing company 
recruiters clearly assumed that female job applicants were suited for such positions as supervising 
other women and working as editorial assistance, whereas male applicants were thought to be 
bener suited for jobs such as supervising men and working as editors. Another study found that 
business students tended to stereotype older workers as less creative, more resistant to change, 

and less interested in learning new skills. 

The halo effect influences our perceptions when we let a single characteristic override our 
assessment of an individual's other characteristics. For example, if we consider a person friendly 
and outgoing, we may also assume that the person is di)jgen.t, conscientious, and punctual, even 
though we might be faced with evidence to the contrary. In a study conducted in the I 940s, two 
groups of people were given a list of personality traits and asked to describe the individual 
portrayed. The two lis ts were the same except one contained the word warm and the other the 
word cold. Th.is one word difference led to significantly different descriptions. People working 
with the list containing the word warm said the individual must be humorous, intelligent, and 
popular. The other group said the person was serious and aloof. and did not have many friends. 
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Finally. perception may· be influenced by the process of projection. Projection occwrs when we 
see ourselves in others. If we are aggressive, power hungry, and status conscious, we may 
rationalize these traits by telling ourselves that everyone else is the same and to get ahead we 
most take care of ourselves. We focus on examples of behaviours by others that reinforce this 
view. When a colleague asks for another assistant, we see this request as yet another attempt to 
build a power base. In reality, of course, power may be the furthest thing from our colleague's 
mind. The request might even indicate that he is so inefficient that he cannot get his job done by 
himself. Projection, then, can cause misunderstandings, or worse. 

THE ROLE OF ATTRIBUTION 

Attribution theory, a relatively new addition to the field of organizational behaviour, has links to 
perception, motivation, and leadership. Here we discuss only its implications for perception. 

Fritz Heider and ! L H. Kelley are tlte best known of the scholars who have contributed to what we 
call attribution theory which suggests, essentially, that we observe behaviour and then atoibute 
causes to it. That is, we attempt to explain why people behave as they do, The process of 
attribution is based on perceptions of reality, and these perceptions may vary widely from individual 
to individual. 

Figure 14 illustrates the basic attribution theory framework. To start the process, we observe 
behaviour, our own or someone else's. We then evaluate the behaviour in terms of its degree of 
consensus. consistency, and distinctiveness. Consensus is the extent to which the same person 
behaves in the same way. Consistency is the extent to which the same person behave in the same 
way at different times, Distinctiveness is the extent to wh.i,,ch the same person behaves in the same 
way in other situations. As a result of various combinations of consensus, consistency, and 
distinctiveness, we fonn impressions or attributions as to the causes of behaviour. We may 
beJjeve that the behaviour is caused internally (by forces within the person), or externally (by 
forces in the person's environment). 

For example. you might observe that one of your subordinates is being rowdy, disrupting the work of 
others and generally tnaking a nuisance of herself. If you can understand the causes of this behaviour, 
you may be able to change it. lf the employee is the only one engaging in the disruptive behaviour 
(low consensus), and if she behaves like thls several times each week (high consistency), and if you 
have seen her behave like this in other settings (low distinctiveness), a logical conclusion you could 
teach would be lhat. internal factors are causing her behavimu-. 

Obset'Yation 
ofS..h~vior 

~ ...... 
(High ()< 1.£,w) 

t--~~ Consl.tttncy Attribution of 
(I ligh clr l<>w) 1----4~ 

Figµre 14: The Attributioll Process 

You might, however observe a different pattern. Perhaps everyone in the person's work group is 
rowdy (high consensus), and although the particular employee is often rowdy at work (high 
consistency), you have never seen her behave this way in other settings (high distinctiveness). 
This pattern indicates that something in the situation is causing the behaviour, that is, that the 
causes of the employee's behaviour are external. 

Attributions of behaviour have important implications for managers. If we attribute poor 
performance to inlernal factors such as ability or motivation, we will develop certain strategies to 
improve these factors. On the other hand, if we attribute poor performance to external f~_.rs, 
such as resource constraints or a poorly designed job, we will take di(ferent steps to eu~e 
perfonJ1ance. Examples of different alternatives a're shown in Table 13. 



We also make attributions regarding ourselves. If we attribute a pay raise to our hard work, we 
may continue to work hard. On the other hand, j f we think we were given the raise because lhe 
boss liked us, we may put more effort into commenting the friendship. 

Internal attribution: 

Po~sible rcspouse: 

External attribution: 

Possible response: 

Attributions about failure 

Internal attribution: 

Possible response: 

Eitteroal attribution: 

Possible response: 

Table 13: Attributions about Success 

"'Shyam is successful because he works hard and has lots of 
ability." 

Give Shyam posilive reinfor,cement, promote him, hold him up as 
an example to others. 

"Shyam is successful because he has an easy job and a strong work 
group. 

Give Shyam more work to do, promote some of his work group. 

"Gila is doing a poor job be.cause she lacks ability and 
mot ivation." 

Send Gita to a training program or change the incentive struc1ure. 

"Oita is doing a poor job because she lacks 1he proper resources 
and has a weak work group. 

lncrease her resources and strengthen her work group. 

Attribution theory is currently getting a great deal of attention from organizaLional behavfour 
researchers in the areas of leadership, motivation, performance appraisal, communicalion, reward 
system, and a variety of other fields. l t holds considerable promise for increasing ou.r understanding 
of behaviour in organizational settings. 

St111ft-11t \eth ity 11 

1. What do you understand by the term Organizational Behavior'? What does 
organizational behavior s tudy about? Take yoUI institute as an organization and 
explain the role of Organizational behavior. 

2 High.light How Sociology, Psychology, Anthropology and Political science Discipline 
contributed to organizational Behavior. 

MANAGERIAL IMPLICATIONS OF PERCEPTION 

Perception has many implications for managers in organizations, particularly in motivation, hiring, 
and performance appraisal. 

Perception and Motivation 

Perception of th.e workplace plays a major roJe in motivation. Suppose a.n employee is experieocing 
some unexpected money trouble. Because of her disposition (she is worried) and the salience of 
money (it is onusualJy important to her at the moment), she will be especially sensitive to issues 
of compensation. Tiu-ough projection, she may assume that everyone in the organization also 
cares mainly about money. A large pay raise given to another e mployee wiU seem frustrating and 
will intensify her efforts to get a pay raise of her own, focusing even more attention on her own 
pay, the pay of others, and how they compare to one another. 

Obviously, attribution is also relevant to motivation, as suggested earlier. A person who believes 
her pay raise is attributable to effort (internal), rather than to her being the boss's niece (external), 
will choose lo continue to work hard. 

Perception and Hiring 

Hiring new employees can be affected by perception in many ways. Contrast or novelty in the job 
applicant can affect his or her chances of getting the job. The person doing the hiring may 
stereotype applicants on the basis of race or sex, or may allow the halo effect to color·an overaJJ 
perception of an applicant. 

An interviewer's disposition during an interview or attitudes toward certain of the applicants' 
attributes can also affect the interviewer's perceptions of an a.pplicanL For example, a man.ager, 
How does the toothache affect the manager percepting? Who believes that people should dress 
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professionally for a job interview, is likely to be unimpressed by an applicant who shows up 
wearing suJJglasses and a flowered sports coat. 

Perception and Performance Evaluation 

Performance evaluation is the assessment of an employee's performance to correct shortcomings, 
identify strengths, and provide-a basis for giving rewards. Several areas of performance evaluation 
are especially susceptible to perceptual distortion. The contrast between two employees can 
affect the evaluation. Suppose, for instance, that a manager prepares several performance 
evaluations of her subordinates in one afternoon, one right after the other. The first two employees 
receive extremely good evaluations. The next person, however, is only a marginal performer. If the 
manger is influenced by the high evaluations given IO the first two people, the third employee 
may suffer in comparison. That is, his evaluation may be lower than it would have been if the first 
two employees had been unsatisfactory workers. 

Selection also may affect performance evaluation. When we have a particularly favorable impression 
of an employee, we may ignore instances of poor performance. The halo effect and stereotyping, 
too, come into play as do the evaluator 's characteristics, such as salience, ,jisposition, and 
attitudes. In this way, a manager who emphasizes punctuality may weight it heavily as a standard 
of performance. Another manager may consider punctuality relatively uni mp< •rtant and may barely 
mention it in a performance evaluation. 

SUMMARY 

Leanting is a relatively permanent change in behaviour or potential. behaviour that results from 
direct or indirect experience. Leanting is a cognitive process involving experiences and choices 
about behaviour. 

Reioforceroeot theory is tbe learning perspective most relevant for organizat.ions. Types of 
reinforcement are positive reinforcement, avoidance, extinction and punishme.nt. Schedules of 
reinforcement include continuous, fixed interval, variable ipterval, fixed ratio and variable ratio. 

Important related aspects of learning are stimulus generalization stimulus discrimination, vicarious 
learning and punishment. Key implications that can be drawn from learning theory bear importantly 
on motivat,ion, performance evaluation and rewards and training. 

Perception is the set of processes by which individuals become aware of information about their 
environment. Basic steps involving perception are awareness, recognition, interpretation, and 
response. 

Basic perceptual processes are associated with characteristics of the object being perceived, the 
person perceiving it, and the situational process. Characteristics of the object are contrast., intensity, 
movement, repetition and novelty. Characteristics of the person include salience, disposition, 
attitudes self-concept and personality. Situational,processes are selection, organization, attribution; 
stereotyping, the halo effect and projection. 

Attribution theory involves the proces.S by which we perceive and then attribute meaning to the 
behaviour of others. We evaluate such behaviour in terms of its conseosus, consistency, and 
distinctiveness and theo attribute internal or external courses to it. 

Important managerial implications of perception bear on motivation, hiring and perfonnance 
evaluation. 

KEYWORDS 

Perception: Perception is the set of the processes by which the individual becomes aware of, imd 
interprets information about, the environment. 

Attribution: An attempt to explain why people behave as they do. 

Consensus: consensus is the extent to which the same person behaves in the same way. 



Consistency: Consistency is the extent to which the same person behave in the same way in 
different times. 

Distinctiveness: Distinctiveness is to extent to which the same person behaves in the same way 
in other situations. 

REVIEW QUESTIONS 

l. Can you think of instances when you have been classically conditioned to do something? 
Describe them. 

2. How might an instructor use reinforcement theory to get students to come to class on time, 
tum in assignments on time, and take proper notes? 

3. Think of a local business and imagine you are its manager. How might you use positive 
reinforcemenl, avoidance, and punishment tO affect your employees' beh,aviour. 

4. In the context of your role as a srudent, identify examples of each schedules of reinforcement 
that influence your behaviour. 

5. Have you ever learned something vicariously? What? Have you ever practiced stimulus 

generalization or discrimination? In what situation? 

6 Do you agree with the chapter's discussion of punishment, why or why not? 

7. Use the perceprual framework from the chapter to describe how you recently perceived 
something important. 

8. Recall and describe recent situations when your perceptions were influenced by salience. 
disposition, and attitudes. 

9. In what ways are selection, organization, and stereotyping different? In what ways are they 
similar? 

10. Can you recall a recent instance in which you made attributions about someone else's 
behaviour? How can you use attribution theory to explain those attributions? 

I l. How are learning and perception related? That is, how does one affect the other? 

FURTHER READINGS 

Stephen P. Robbins., "Organizationnl Behaviour'', Ninth Edition. Prentice-Hall India. 

Archana Tyagi., "Organilftlional Behaviour", Excel Books. 

Laurie J. Mullins., "Management and Organizational Behaviour", 2nd Edition, Pitman. 
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Case Study 

LEARNJNG, PERCEPTION, ANO ATTRIBUTION 

Amit Mittal has been a production line employee for nearly eight years with World Class Paints. 
During Amit's employrnen1, two strikes have occurred. The first strike lasted two days while the 
second lasted twelve weeks. Five months ago Amil was promoted as supervisor of the production 
line on which he had previously worked. Even though Amit was known as a strong union man, the 
supervisor's position offered nearly Rs. 24.000/- more in salary per year. Amit believed the offer 
was too good to be refused. He was now part of management and enfoyed his position. 

During the last fortnight, two incidents have occurred that have troubled Amit. The first incident 
involved an argument with the union's chief in which the chief claimed that Amit was harassing 
employees for working at a slow pace. Amit denied this, lost his temper and used foul language. The 
union chief later withdrew the grievance after asking and getting Amit to apologize. 

The second incident involved an employee who was repeatedly late for work, Amit docl)mented 
four occurrences aod, after the fifth in twenty days, sent the employee home without pay as 
stipulated in the labour-management agreement. Again, a grievance was filed by the union asserti11g 
rhal Amit was harassing 1he employee. During a meeting in the plant manager's office, the union 
produced the employee's punching card indicating that the employee had c locked in on time for 
the day tha1 Amit had sent the employee home. 

Amit insisled that tbe employee had been twenty minules late. The plant manager also expressed 
concern at Amit's behaviour as a supervisor, stating that several other employees had confided 
thal Amir was a nit-piclcer and seemed to enjoy harassing them. 

Amit became angry over these situations. He believes that the union is out lO get him. He like his 
job as a supervisor and wonders why the employees have turned against him. 

Questions 

I . Has Amit's attitude toward the union changed since he became a supervisor? Explain. 

2 . What perceptions might the employees who a re· union members have formed about Amit 
since he became a supervisor? 

3 , Whal should Amil do now2 



CHAPTER 

8 
VALUES AND ATTITUDES 

LEAR NING OBJECTIV ES 

After studying this chapter, you should be able to: 

• Evaluate the concept of values in the business environment 

• Interpret tile attitudes of employees and the resultant behaviours 

• Understand the interrelationship between an individual's values and attitudes with his job 
performance 

• Understand the philosophy of job satisfaction 

INTRODUCTION 

Values are encompassing concepts. They are at the core of personality and, therefore, are a 
powerful, though silent, force affecting behaviour. Values are so embedded that they can be 
inferred from people's behaviour and their expressed attitudes. What may 'appear' to be strange 
behaviour in an employee can make sense ff managers understand the value underlying that 
behaviour. Values have an important influence on the attitudes, perceptions, needs and motives 
of people at work. That is why, they are important to the study of organiz.ational behaviour. 

WHAT ARE VALUES? 

Milton Rokeach, a noted psychologist, has defined values as global beliefs th.at guide actions and 

judgements across a variety of situations. He further said, "Values represent basic convictions 
that a specific mode of conduct ( or end-state of existence) is personally or socially preferable to an 

opposite mode ?f conduct (or end-state of existence). They contain a judgmental element, i.e., 

they carry an individual's ideas as to what is right, good or desirable. Values have both content 

and intensity attributes. The content attribute emphasizes that a mode of conduct or end-state of 

existence is important. The intensity attribute specifies how important it is. When we rank an 

individual's values in tenns of their intensJty, we obtain the value system of that person. All of us 
have a hierarchy of values that forms our value system. This system is identified by the relative 

jmportance that we assign to such values as freedom, self-respect, honesty, obedience, equality, 

and so on. 

Values are so embedded that they can be inferred from people's behaviour and their perception, 

personality and motivation. They generally influence their behaviour. Values are relatively stable 

and enduring. This is because of the way in which they are originally learnt. 

The values learnt can bedividedinto two broad categories (i) terminal values, and (ii) instrumental 

values. 'Terminal values' lead to ends to be achieved, e .g., comfortable life, family security, self­

respect and sense of clOcomplishmeot. 'lnstrumental values' relate to means for achieving desired 

ends, e.g., ambition, courage, honesty and imagination. TenninaJ values reflect what person is 

ultimately striving to achieve. whereas instrumental values reflect how the person gets there. 
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Table 14: Terminal and Instrumental Values 

Terminal Values ("ends'') 

Comfortable life 

Sense of accomplishment 

Family security 

Mature love 

Se! f-respect 

Wisdom 

TYPE OF VALUES 

Instrumental Values ("means") 

Ambition 

Courage 

Honesty 

HeJpfulness 

Independence 

Imagination 

Allport and his associates have categorized values into six major types as follows : 

1. Theoretical. Interest in the discovery of troth through reasoning and systematic thinking. 

2 Economic. Interest in usefulness and practically, including the accumulation of wealth. 

3. Aesthetic. Interest in beauty, foan and artistic harmony. 

4. Social. Interest in people and human relationships. 

5. Political. Interest in gaining power and influencing other people. 

6. Religious. Interest in unity and understanding the cosmos as a whole. 

Different peopJe place different importance to the above six value types. ln other words, every 
individual has a system of values ranking from first to sixth. This is very important from the point 
of view of understanding the behaviour of people. The fact that people. in different occupations 
have different value systems has led the progressiw· 1Jrganizations to improve the values-job fit 
in order to increase employee performance and sact.:faction. 

SOURCES OF VALUES 

Parents, fri.ends, teachers and e:xtemal reference groups can influence individual values. Indeed, 
a person's values develop as a product of learning and experience in the cultural setting in which 
he lives. As learning and experiences vary from one person to another, value differences are the 
ioevi~ble result. Not only the values but also their ranking in terms of importance differ from 
person to person. 

A person learns and develops values because of the following factors : 

(i) Familial Factors: A significant factor influencing the process of socialization of an indi vidoal 
is role of the family. The child rearing practices that parents use shape the individual's 
personality. The learning of soda) behaviour, values and nonns come through these 
practices. For example, through reward and punishment, parents show love and affection to 
children, indicating the typical ways in which a child should behave in different conditions. 

(ii) Social Factors: Of the societal factors. school has a major role to play in the development 
of values. Through discipline in school, a child learns desirable behaviours important in the 
school setting. Interactions with teachers, classmates and other staff members in the 
educational institutions makes the child inculcate values important to the teaching-learning 
process. Other institutions that may influence the values are religions, economic and political 
institutions in the society. 

(iii) Personal Factors: Personal attributes such as intelUgence, ability, appearance and 
educational level of the person determine his development of values. For example. one's 
higher level of intelligence may result in faster understanding of values. 

VALUES AND CORPORATE CULTURE 

Corporate culture is the tenn used to describe a system of shared values (what is important) and 
beliefs (how things work) that create behavioural norms (the way we do things) to guide the 



activities of organizational members. It is believed that strong corporate culture facilitates higher 
perfonnance. Thomas J. Peters and Robert H. Watennan, Jr., authors of 1n search of Excellence 
state, for example : "Every excellent company we studied is clear on what it stands for, and take the 
process of value shaping seriously". 

As a system of shared values, the corporate culture reflects a climate within which people value 
the same things and apply these values to benefit the corporation as a whole. One example is the 
dominant value of customer service. This value shall help to keep everyone from top management 
down to persons on the factory floor pulling in the same direction. Corporate values may be put 
in the fonn of slogans such as "The Family Feeling" by an airline company or "Quality at a good 
price" by a pharmaceutical giant. The strength of such slogans lies in the basic premise that 
values can influence behaviour. To the extent employees understand and share corporate values, 
their behaviour should be more uniform and consistent. The perfonnance of individuals, groups 
and the organization as a whole will increase and benefit all. The managers who sense a 
compatibility between their personal values and those of the organization experience feelings of 
success in their.lives, show high regard for organizational objectives an1 significant stakeholders, 
and have a healthy assessment of the values and ethics of their colleagues, subordinates, and 
bosses. 

Big organizations develop different cultures which have different performance implications. 
Organizations with strong cultures that fit the needs and challenges of the situations survive and 
grow while organizations with weak cultures are phased out. That is why, the study of corporate 
culture is important in the field of organizational behaviour. It may be noted that 'corporate 
culture' and its companion notion of 'shared values' are not static concepts. They could be 
changed or modified to meet the need of changing environmenL 

1. From where do managers derive ethical values? Wbat can managers do to help define 
ethical standards for organizations? 

2 Define the term 'values'. What is the relationship between values and corporate 
cu.lture? 

ATTITUDES 

Attitudes constitute an important psychological attribute of individuals which shape their 
behaviour. Schermerhorn, et. al, have defined attitude as a predisposition (o respond in a positive 
or negative way to someone or something in one's environment. When a person says that he likes 
or dislikes something, an attitude is being expressed. 

An attitude may be defined as the way a person feels about something - a person, place, a 
commodity, a situation or an idea. It expresses an individual's positive or negative feelings about 
some object. It describes an indjvidual's feelings, thoughts and predisposition to act towards 
some object in the environment. 

Attitudes may be regarded as varying in several ways: 

(a) Direction - for or against something. 

(b) Degree - favourableness. To be neutral in attitude is to be indifferent to the object. 

(c) Intensity - degree of confidence. 

An attitude may be unconsciously held. Most of our attitudes may be those about which we are 
· not clearly aware. Prejudice furnishes a good example. A person can si,multaneously hold 

inconsistent attitude towards the same object or at least towards aspects which are ·not clearly 
discriminated from one another. 

Components of Attitudes 

There are three basic components of an attitude described below : 

(i) Cognitive or Inronnational Component. It consists of beliefs and values, ideas and other 
informatign that a person bas about the attitude object. For instance. a person seeking a job 
may learn from newspapers and other people that a particular company is good pay-master. 
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tnJ Attect1ve or Emotional t,;omponent 1t mvolves tbe person's feelings of likes and dislikes 
towards the attitude object. 

-
(iii) Behavioural Comp<menl The tendency of a person to behave in a particular manner towards 

the attitude object is the behavioural component of -an attitude. 

INFORMATIONAL 
deas 

Beliefs & Values 
Information 

EMOTIONAL 
Feelings of likes and 

t-----.i dislike 
Positive and 
Negative 

BEHAVIOURAL 
Tendency lo 

1---..., bebave 

I ATTITUDE OBJECT I 
Figµre 15: Components of an Attitude 

These components show that an attitude can be considered as a way of thinking, feeling and 
behaving. For example, if someone has favourable thoughts about his supervisor at the job, he 
would develop feelings of consideration and respect for him and, as a result, may like to associate 
more frequently with him. 

Features of Attitudes 

The important characteristics of attitudes are as follows: 

(a) Attitudes affect behaviour. People have lr.e natural tendency to maintain consistency 
between two attitudes or behaviours. Attitudes can lead to 1ntended behaviour if there is 
no external intervention. 

(b) Attitude are invisible. Attitudes constitute a psychological phenomenon which cannot be 
directly observed. However, we may observe an attitude indirectly through observing its 
consequences. For example, if a person is highly productive, we may infer that he has a 
positive attitude towards his work. 

(c) AttJtudes are acquired. Attitudes are generally learnt over a period of time. The process of 
learning attitude starts ri.gbt from childhood and continues throughout the life of a person. 
However, in the beginning, the family members have a positive attitude toward business 
and negative towards service, there fa a greater likelihood that the child will inculcate similar 
attitudes towards these objects. 

(d) Attitudes are pervasive. Attirudes are fonned in the process of socializations and may relate 
to anything in the world. F~r ,example, a person may have positive or negative attitudes 
towards religion, politics, politicians, counlries, and so on. At our place of work, we have 
attitudes towards work, superiors, peers, subordinates, clients, government and its policies, 
investors and so on. Thus, there is an endless list of attitude objects. 

Attitudes and Beliefs 

Belief reveals what one suppose to be true. It may be about anything. A subordinate may believe 
his superior to be honest. But, in fact, the superior may or may not be honest. The attitude of the 
subordinate towards the superior reveals whether he likes or does not like him. The positive 
attitude, and the consequent liking, may rather make the subordinate condone all the bad qualities 
in the superior and consider him honest. 

Attitudes and Values 

The values of a person reveal his ideas about what is good or bad, what is right or wrong, or what 
is desirable or undesirable. They reflect a moral tone. 'Workers should be honest to their work' is 
a statement of value. The honest workers are good is an evaluative statement and reveals the 
attitude of the person towards !he honest workers. It c.:an be noted (hat beliefs are one of the 



determinants of one's attitudes. A person holds an honest worker to be good because of his 
values that workers should be honest towards their work. 

Sour.ces of Attitudes 

The central icteal running through the process of attitude fonnation is that the thoughts, feelings 
and tendencies to behave are acquired or learned gradually. But how does one learn them? 

The attitudes are acquired from the following sources : 

(a) Direct Personal Experience: The quality of a person's direct experience with the attitude 

object determines his attitude toward it For example, if a worker finds his work repetitive, 
inadequate ly paid, supervisor too tough, and co-workers not so cooperative, he would 
develop a negative attitude towards bis job because the quality of his direct experien~e 
with the job is negative. 

Altitudes 

Association 

Figure 16: Sources of Attitudes 

Social 
Learoing 

(b) A.ssociat,oo; A new attitude object may be associated with an old attitude object and the 

attitude towards the latter may be transferred towards the former. For example, if a newly 
recruited worker remains most of the time with a worker towards for whom the supervisor 
bas a favourable attitude, the super¥isor is likely to develop a posjtive attitude towards the 
new worker also. Hence, the favourable attitude for the old worker bas been transferred 
towards the new worker. 

tc) Sodal Leaming: Attitudes are also learnt from others as for example, from parents, teachers, 

superiors, models etc. An individual may learn by having contact with others or even 
watching models over the T. V. In fact, social learning makes it possible for a person to 
develop attitude towards something even when he has no direct experience of the attitude 
object. For example, an unemployed person entering the job market for the first time, may be 
favourably rusposed towards a government job because others in the society have such an 
attirude towards government job. Thus, the social learning is a convenfont way of developing 

attitudes. 

Formation of Attitudes 

The above are the three important ways in which attitudes learnt. 8ut what type of attitudes 
will ultimately develop is dependent on the following factors : 

(a) Psychological Factors: The psychological make-up of a person is made up of his 
perceptions, ideas, beliefs, values, information, etc. It has a crucial role in determining a 
person's attitudes. For example, if a person perceives that generally all supervisors are 
exploitative, he is likely to develop a negative attitude towards his superior who in fact may" 
not be exploitative. 

(b) Family Factors: During chlldhood. a person spends a major part of his time in the family. 
Thus, be learns from the farruly members who provide him with ready-made attirudes on a 
variety of issues such as education, work, health, religion, politics, economics, etc. Every 
family instills or attempts to instiJI such attitudes among its members as are considered 
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appropriate to its socio-economic status in the society. Therefore, a person from a middle 
class fami ly may hold a different attitude tGwards spending than a person from an affluent 
family. In the later years of life, however, any person whom we admire, respect or fear may 
have greater influence on our attitudes. 

(c) Social factors: Societies differ in tenns of language, culrure, norms, values, beliefs, etc., all 
of which influence a person's attitude. Por ex.ample, people in India in general hold different 
attitudes towards communism than people of China. Similarly. Indians and Americans differ 
in their attitudes toward religion. 

(d) Organizational factors: It should be remembered that a worker spends a major part of his 
life in the institution in whjch he works. Thus, organizational factors such as nature of job, 
factory or office layout, feUow workers, quality of supervision, monetary rewards associated 
with the job, trade unionism, ihfonnal groups, organization' s policies and practices, play an 
important role in shaping the job attitudes of a person. For example, if a creative person 
finds the nature of h.is job to be repetitive, dull, boring and less changing, he is likely to 
develop a negative attitude towards his job. 

(e) Economic factors: A person's attitude towards a host of issues such as pleasure. work. 
marriage, working women. etc .. is influenced by economic factors such as hjs economic 
status in the society, rate of inflation in the economy, Government's economic policies, and 
the country's economic conditions. For example, during the Gulf crisis, the Government of 
India made a big drive to save oil so as to cut the import bill. A big campaign was started to 
educate people in this regard. lt aimed at promoting negative attitude towards pleasures 
trips and positive attitude towards proper driving and maintenance of vehicles. 

(t) Political factors: Policies plays a crucial role in the administration of a country. Therefore, 
political factors such as ideologies of the political parties, political st.ability and the behaviour 
of the politicaJ leaders greatly affect the attitude of tbe people. 

MEASUREMENT OF ATTITUDE 

The attitudes of people tend to be relatively stable but can always be modified at leas1 to some 
extent. Certain difference in employees' attitudes is inevitable and that is responsible for difference 
in their behaviour within the organization. There are certmn ways by whlch it is possible for a 
supervisor to get some inkling of attitudes of individuals such as interpreting the chance remarks 
of individuals or behaviour of individuals in the work groups, etc. A sensitive supervisor can 
always get a feeling with respect to the general reaction of his work-group even though he cannot 
p inpoint such reactions specifieal1y. The other way to find attitude change is the anal,ysis of 
certain fact.or& such as turnover rate, absenteeism and production level. Various methods have 
been developed for doing th.is. SOJDe of these consist of questionnaires which are filled up by the 
employees. There are two general types of questionnaires in common usage, ont:; is "attitude 
scale" and other "opinion survey' '. 

Thurstone Attitude Scale 

To develop an attitude scale. the first step is to wote out a large number of statements, each of 
which ex.presses a viewpoint of some kind towards the company. Each of these statements is 
typed on a separate slip of paper and the judge is asked to place each statement in one of several 
piles (usually 7, 9 or 11). Statements judged to express varying degrees of favourableness in 
between these extremes are placed in the piles that are judged best to characterize their relative 
degrees of favourableness. Many experts are used in the construction of the scale. The allocation 
of statements to the several piles is a part of the process of constructing the scale. 

The purpose of allocation is to detennine che scale values of various statemenfs, If all judges tend 
to place a statement i_n piles towards the favourable then we can conclude that the statement 
expresses a favourable attitude towards the company. If the statement is placed by the judges in 
piles towards the unfavourable end of the series, then we may coocJude that an unfavourable 
attitude is expressed by that particular statement. So we can determine the average location of the 
statement by the judge. 



The use of different statements in scales measuring the smne attitude helps in checking results by 
a repeat test in order to be sure of conclusion reached and to measure the effectiveness of 
systematic company effort to improve employee morale. 

Likert's Scale 

Likert's method does not require the use of judges in scaling the statements. A number of statements 
describing attitudes are prepared and each statement has five degrees of appro val and ask the 
person taking the scale to check one of the five degrees: 

• Strongly approved . 

• Approved . 

• Undecided . 

• Disapproved . 

• Strongly djsapproved . 

Opinion Surveys 

Attitude scale help to measure the attitudes of individuals by summarizing data for all employees 
witrun a group : such scales can be used to quantify ' morale' of employee groups. Attitude scales 
can be useful in indicating the relative level of morale of employees group, they do notenable the 
management to identify specific factors that may be sources of employees' unrest or dissatisfaction. 
The information can be obtained by the use of questionnaire that provides for giving opinions 
about specific matters such as working conwtions, company policies, facilities, etc. 

The usual pracf1ce in opinion questionnaire is that ofobtairung a single response to each question 
in either 'yes' or ' no'. In particular, the employees may be asked to check each item in one of the 
three boxes ; satisfied, neutral or wssatisfied and also check each item as being of great importance. 
It is possible to develop a questionnaire that can serve both the purposes of obtaining opinions 
of employees and measuring their attitudes. The data collected by the questionnaires can be 
compiled, tabulated and analyzed to know about the attitude of workers towards supervision and 
the company. 

Interviews 

Still another method of obtaining information about personnel reactions is the use of interviews. 
The workers should be interviewed by the representatives of some outside organization such as 
a consultancy firm or a university department. ln a guided interview, the intervjewer asks a series 

of questions sucb that each of which may be answered by a simple 'yes' or 'no' or by some other 
words or phrases. In the unguided interview, the interviewer asks more general questions 10 

encourage the employee to express himself and solicit information about bis job satisfaction, job 
involvement and job commitment. 

Attitudes and Individual Behaviour 

Beliefs and values create attitudes that predispose behaviour. £n other words, attitude leads to 
intended behaviour. However, this intention may o r may not be carried out 'in any given 
circumstances. Take a person with a favourable attitude toward labour opinions. Other trungs 
being equal, this attirude would predjct saying nice things about labour unions. Practically 
speaking, however, other factors in a given situation may override the intentions. Hearing a good 
friend say negative things about a union, for example, may Je11,1 to the suppression of the tendency 
to say sometrung nice about them in the same conversation. The person's favourable attitude in 

this case, has not changed, but its associated intention to behave was not carried out. 

Even though attitudes do not always predjcl behaviour, the link between attitudes and potential 
or intended behaviour is important for managers. It is not uncommon to bear concerns expressed 
about someone's 'bad attitude'. T hese concerns are expressed for a reason, i.e., wspleasure with 
the behaviounu conseque nces with which the poor attitude is associ'ated. ln an organization, 
unfavourable attitudes of workers in the (onu of job dissatisfaction can result in labour turnover, \ 
absenteeism, tardiness, low productivity, ere. '\ 
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Role of Leadership in Changing Attitudes and Behaviour 
Once formed, attitudes have a tendeucy to persist and are very difficult to change. The main 
difficulty in changing attitudes is resistance on the part of people to change. They do not want to 

be infonned that they are wrong in their thoughts and feelings. But attempts to change attitudes 
are very common. Since attitudes are acquired through the process of leamfog, they can also be 
changed through the process of education. 1n this process, leadership plays an important role. 

A leader is one who is able to influence the perceptions, attitudes and behaviour of other person 
or a group of persons for some objective. By the same token, any person whose perception, 
attitude and behaviour are being influenced by someone is called a follower. A leader, attempting 
to change the attitude of his follower(s), can focus his attention on the components of an attitude 
and the situation surrounding _the attitude. To be more specific, attitudes can be changed by 
changing any one or more of the following factors : 

(1) Change in Ideas and Beliefs: When the reason for the undesirable attitude is insufficient or 
misleading, attempts to change such attitudes can be made by supplying sufficient amount 
of desired information to the person. For example, people can be seen possessing negative 
attitude towards the staff at the railway reservation counters. They believe that the staff 
avoids the work. Therefore, whenever there is some delay in getting reservation, people 
express their anguish towards the staff. Such a negative attitude can be changed by drawing 
the attention of public towards the circumstances in which the siaff works. Sometimes the 
staff is to deal with illiterate passengers which consumes a lot of their time. 

(2) Change in Feelings or Emotions: Sometimes, attempts lO change ideas and beliefs by 
providing facts are without effect on the negative attitude because of the strong impact of 
emotions on such attitudes. The most effective way in such circumstances i.s listening. 
That is why complaint boxes are provided in · some organizations. Some government 
departments organize open house meetings with the public to listen to their grievances. 
This goes a long way in changing the negative attitudes of people. 

(3) Change in Situation: To change an undesirable attitude, some situational variables which 
are causing such an attitude could be modified. For example, if inadequate pay is the cause 
of the negative attitude, then pay increase may be planned. A few more examples of situati0nal 
variables which may affect attitude towards job are communication among ~ople at work, 

nature of the job, management practices, style of supervision and work groups. 

(4) Change in Behaviour: In the ultimate analysis, the undesirable behaviour accompanying 
some attitude is the focus of change. Though it is a direct method of changing some 
undesirable attitude, it is more complicated and not likely to last long, For example, , if a 
~rson has a negative attitude towards his job, he may absent himself from the work more 
often. If punishment is planned for absenteeism, the person may become more regular but 
may express his attitude in some other manner. He may slow down the work. Thus, the 
attempts to change behaviour requires close watch because the undesirable attitude may 
not have changed at all and the: undesirable behaviour accompanying such an attitude may 
have only gone underground or the undesirable behaviou( may have been replaced by 
some other undesirable bahaviour. 

Attitudes and OB 

The focus of OB is on job-related attitudes of employees. Such attitudes tap positive or negative 
evaluations that empJoyees hold about certain aspects of their work environment. The behavioural 
scientists have concentrated on three job related attitudes: job satisfaction, job involvement. and 
organizational commitment. 

(i) Job Satisfaction: The Lenn 'job satisfaction' refers to an individual's general attitude towards 
his job. A person with a high level of job satisfaction holds positive attitudes towards the 
job, while a person who is dissatisfied with his job holds negative attitudes about I.be job. 
Job satisfaction is supposed to be an important key to employee's performance. 

(ii) Job Involvement: lt measures the degree to which a person identifies psychologically with 
his job and considers his pe,rceived ~rfonnance level important to his self-worth. Employees 



with a high level of job involvement strongly identify with and really care about the kind of 
work they do on their jobs. Such people are reported to have shown lower rates of labour 
turnover and absenteeism. 

(iii) Organizational Commitment: It is defined as a state in which an employee identifies with 
a particular organization and its goals and wishes to maintain membership in the organization. 
High job involvement means identifying with one's specific job, while high organizational 
commitment means identifying with one's employing organization. 

The research studies demonstrate negative relationships between organizational commitment and 
both absenteeism and turnover. In fact, studies demonstrate that an individual's level of organizationaJ 
commitment is a better indicator of turnover than the far more frequently used job satisfaction 
predictor. Organizational commitment is probably a better predictor because it is a mere global and 
enduring response to the organization as a whole than is job satisfaction, An employee may be 
temporarily dissatisfied with his particular job, and not with the organization. But ifhe is dissatisfied 
with the organization, he is more likely to find job elsewhere. 

JOB SATISFACTION 

The tenn 'job satisfaction' is commonly used in any discussion of OB. In the wor', of Feldman 
and Arnold, ''Job s;:itisfaction is the amount of overaU positive effect or feelings that individuals 
have towards their jobs". "Job satisfaction is the amount of pleasure or contentment associated 
with a job. lf you like your job intensely. you will experience high job satisfaction. If you dislike 
your job intensely, you will eicperience job dissatisfaction." Job satisfaction is a.n rdividual 's 
e motional reaction to the job itself. It is his attitude towards his job. , 1 

Job Satisfaction and Productivity 

The old view that 'a happy worker is a productive worker' does not clarify the complex relationship 
between job satisfaction and productivity. It was traditionally said that high job satisfaction leads 
to improved productivity, decreased turnover, reduced accidents and less job stress in the long­
run_ But the relationship between job satisfaction and productivity is not definitely established. 

Porter and Lawler found that job performance leads to job satisfaction and not the other way 
round. They argued that performance leads to two kinds of rewards-intrinsic ,and extrinsic. The 
intrins ic rewards such as growth, chaUengiog job, etc, stem from the job itself and extrinsic 
rewards are undenhe control of management such as salary, bonus; etc. Intrinsic rewards are 
more closely related to satisfaction. For instance, if a person performs well on a challenging 
assignment, he gets an immediate feeling of satisfaction. 

The lack of correlation between job satisfaction and performance ca'n be explained as follows. lf 
a job holds little potential for intrinsic rewards, and if eJ1.tJ:insic rewards bear a very little relationship 
to the perfonnance level of the individual, the resultant connection between satisfaction and 
performance tends to be weak. In such a situation, management should do two things: 

(i) Modify the job so that it becomes capable of yie1dfog intrinsic rewards for performance. 

(ii) Correct the reward system so that it acts as an incentive for higher perfonnance, i.e .. higher 
petformance receives proportionally higher extrinsic rewards. 

In practice, there may not be a direct cause and effect relationship between job satisfaction and 
productivity at lower levels because prodoctivity is dete rmined by outside factors like speed of 
machine, quality of materials, type of supervision, etc. However, the satisfaction-perfonnance 

· correlation may be stronger for people working as professionals, or in supervisory and managerial 

positions. 

Job Satisfaction and Absenteeism 

There is a negativ~ relationship between satisfaction and absenteeism. though the correlation is 
not high. It makes sense that dissatisfied workers are more likely to abstain from work as compared 
to the satisfied workers. But even the satisfied wo~kers may absent themselves ~om the workplace 
to enjoy a three-day weekend or to watch a five-day cricket ,natch. That means ootside factors 
can act to reduce the correlation between dissatisfaction and absenteeism. 
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Job Satisfaction and Employee Turnover 

High employee turnover is of considerable concern for the management because it disrupts 
normal operations, causes morale problems for those who stick on. Md increases the cost involved 
in selecting and training replacements. The employees must do whatever possible to minimize 
turnover, making the employees feel satisfied on their jobs. 

Unlike the relationship between satisfaction and productivity. the connection between job 
satisfaction and employee 1Wnover is established beyond doubL It has been demonstrated that 

workers who have relatively low lrvels of job satisfaction a.re the mo~t likely IO quit their jobs and 
that organizational units with the lowest ave.rage ,satisfaction l!!vel~ tend to have the highest 
turnover rates. However, the withdrawal bebaviollr of employee is modified by certain factors. 
Loyalty to the organization is one such. Some employees cannot imagine themselves working 
elsewhere, however disSatisfied they are in their present jobs. Availability of other places of 

employment r,iso influences turnover. If better avenues are available, an employee may not mind 
going in search of them, notw1riistanding the present level of job ~atJsfaction he enjoys. 

Determinants of Job Satisfaction 

Several elements contribute to job satisfaction. These are discussed below: 

(i) Nature of Job: Job satisfaction is related to the aptitude of the employee. If the employee is 

gjven a work for which be bas no aptitude, the job will provide no attraction to him. Hence 
the question of contribution. creativity or motivation does not arise. It is for the management 
to design jobs in such a manner that each worker gets the job of his own choice. 

(ii) Nature of Supervisio_o: The employee-centered supervisory style enhances job satisfaction 
as the leader looks after subordinates carefully, displays friendship, respect and warmth 
etc,, towards them. On the other hand, production-oriented leader may cause low job 

satisfaction to the employees and may affect the turnover and absenteeism adversely. Of 
course, it all depends on the situation. 

(iii) Working Conditions: Job satisfaction is related to working conditions also. The work will 
be more attractive if wmking cooditions are congenial to the task a worker proposes to 
accomplish. Good working oonditions involve such faci]jtJes as adequate light, comfortable 
temperature, attractive suffoundings, etc. 

(iv) Equitable Rewards: Economic rewards play a significant role in uilluencingjob satisfaction. 
This is because of two reasons. First, money is an important instrument in fu lfilling one's 

needs ; and secondly, employees often see pay as a reflection of management's concern for 
them. Employees want a wage pay system which is simple, fair, and in line with their 
expectations. When pay is see~ as fair, based on job demands, ind ividual skill level, and 

community pay standards, satisfaction is likely to result. What needs emphasis is that is 
not the absolute amount paid that matters, rather it is one's perception of fairness. 

( v) Opportunities of Promotion: Promotional opportunities affect job satisfaction considerably. 
The desire for promotion is generally strong among higher levels employees as it involves 

change in job content, pay, responsibility. autonomy, status and the like, It is no surprise 
that the employee takes promotion as the ultimate achievement in his career and when it is 
realized, he feels ext~rucly satisfied. 

(vi) Work-group: It is the wor1t-group that fulfils the need for social interaction of the members . 
lf the worker has good relations with the fellow employees and the supervisor, he will feel 

satisfied. If the work-group enjoys a higher status, his job satisfaction will increase further. 

(vii) Employee Morale: If the morale is higher, satisfaction with job is likely to be higher and 
vice-verse. Tbe workers will be loyal to the organizat1on if their morale is higher. The rat~s 
of absenteeism and labour turnover will also be low becaui.:e of psychological satisfaction 

from the job. 



Studcnl.-\fthit~· I..J 

Q.1. How Satisfied am r with my Job? 

For the 20 items on this questionnaire, select your response fmm one of the foUowing: 
I := Very dissatisfied 
2 = Dissatisfied 
3 := Cannot decide 
4 = Satisfied 
5 : Very SalisfieJ 
On my prel>cnt j1,b, this i!> how I feel about: 
I. Being able to keep busy aJI the lime. 

12345 
2 l11e chance to do different things from time to lime .. 

12345 
3. The chance to do different thins from time to time. 

123 45 
4. The chance Lo be "somebody'' in the community. 

12345 
5. The way my boss ha.ndJes his/her workers. 

12345 
6. The competence of my supervisor in maldng decu.i011$. 

12345 
7. Being able to do tltings that don' t go against my conscience. 

12345 

8. The way my job provides for steady employment. 

12345 

9. 11ie chance to do things for other people 

12345 

10. Toe chance to tell people what to do. 

12345 

11. The chance to do somi:thing that makes use of my ahilitic~. 

12345 

12. The way company policies are put into practice. 

12345 

13. My pay and the amount of work I do. 

12345 

14. The chances for advancement on this job. 

12345 

15. The freedom to use my own judgment. 

12345 

I 6. The chance to try my own method.'l of doing the job. 

12345 

17. The working conditions. 

12345 

18. The way my coworker.; get along with each other. 

12345 

19. The praise I get for doing a good job. 

12345 
Contd ... 

Vnlucs .ind Atrnvdc.-. 
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20. The feeling of accomplishment I gel from my job .. 

12345 

Scoring: Total the score of very satisfied; satisfied: can't decide; dissatisfied and very 
dissatisfied and calculate the percentage and total all the score. Thin will give the Job 
satisfied score. The greater score lighter the satisfaction. 

Very dissatisfied 

dissatisfied 

Satisfied 

Figure 17 

Q.2. Are satisfied workers more productive? Or. are more productive workers more satisfied? 
The link between satisfaction and performance has been widely explored. 

SUMMARY 

Values and attirudes of an individual are the micro variables in the study of organization behaviour. 
Value is a personal belief of an individual regarding some objecl. While attitude is a persistent 
behaviour towards that object Both of them are, in general circumstances, positively correlated. 
But in some cases, values upheld are different while the attitude being presented is of a different 
line. Hence, it is a situational context. Attitudes often help employees adapl to their work 
environment A positive attitude of an employee towards his job. work environment, colleagues. 
subordinates, his bosses results in job satisfactioo. Although the relation of job satisfaction and 
productivity is not established low job satisfaction tends lo lead to both turnover and absenteeism. 
While his job saLisfaction often results in fewer on-the-job accidents and work grievances and 
less time needed and learn new job-related tastes. 

KEYWORDS 

Values: Values represent basic convictions that a specific mode of conduct is personally or 
socially preferable to an opposite mode of conduct. 

Terminal values: Tenninal values reflect what person is ultimately striving to achieve. 

lnstrume11tal values: Reflect how the person gets their. 

Attitudes: Attitude is a predisposition to respond in a positive or negative way towards an object 
or person. 

CogniJive components: Beliefs and values, ideas that a person has about the attirude object. 

Affective compone11ts: It involves the person's feelings of Ukes and dislikes towards the attitude 
object. 

Behavioural cor,iponents: The tendency of a person to behave in a panicular manner towards 
the attitude object. 

Job Satiefacti.on: Refers to an individual's general attitude towards his job. 

Job Involvement: Measures the degree to which a person identifies pbychologically with hJs job 
and considers his perceived performance level important to his self-worth. 

Organir,ational commitment: Defined as a state in which an employee identifies with a panicular 
organization and its goals and wishes to maintain membership in the organization. 



REVIEW QUESTIONS 

I. Discuss the concept and types of values. What are the sources of values? 

2 What do you understand by attitude? What are its components? How is an attitude fom1ed? 

3. Explain the features of attitudes. What are the sources of attitudes? 

4. How are attitudes formed? How can attitudes be measured? 

5. Do attitudes affect an individual's behaviour? What is the rofe of a manager in changing the 
attitudes of workers? 

6. "Job-related attitudes are _significant for understanding organizational behaviour," Explain 
this statement. 

7. What is job satisfaction? How is it linked with productivity? What factors detennine job 
satisfaction? 

8. Explain the determinants of job satisfaction of an individual. What is the influence of job 
satisfaction on employee turnover and absenteeism? 

9. Answer the following: 

(a) What are values? 

(b) What are the sources of values? 

(c) State the impact of corporate values on organizational climate. 

(d) Explain the components of attitudes. 

(e) What is social learning 

(f) Briefly discuss the role of attitudes in job satisfaction and job involvement. 

(g) Write a short note on organizational commitment. 

(h) What is the impact of job satisfaction on employee productivity? 

FURTHER READINGS 
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Steven L. McShane, Mary A.V.GJinow and Radha R . Sharma, Organisational Behavior, Tata 
Mcgraw, 2006. 
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LEARNING 

LE A RN I NG OB JEC T IVE 

After s1uJyu1g this chapter, you should be able to: 

• Est .. 1blish lcarmng as ll vnritible of organizational behuviour 

, • Define the theories rtla1111g Co teaming, 

• Analyze the principle of reinforcement detailing the law l.)f effect. positive and negative 
ttinforcers. 

INTRODUCTION 

E.R. Hilgard has defined leurnmg as a relatively permanent change in behaviour that occurs as a 
result of prior experience. Ironically, it can be said that change in behaviour indicates that learning 
hru. taken place and that l¢an1iog b a change in behaviour. To quote W. McGehee, "Leaming has 
taken place if an ind.J, iduol behaves. reacts. responds as a result of experience in a manner 
different from Ult' way he fonncrly behaved." 

Lt:arning J!. ~hange in hehaviour through education and lraining, ,m,ctice and experience. It is 
accompamcd by ::icqmsinon of knowledge, skills and expenise whkh a.re relatively permanent. 
Temporory changes m:iy be only reflexive and fail t::> repre..sent any learning. 

Learning m~ be described a., 'the proces~ of :icqulriog the ability to respond adequately lo a 
situation wluch may or UJll) not have been previously encountered. the favourable modification 
of respom,c tendencies consequent upon previous experience, particularly the building of a new 
series of complex coordinated motor response; the fixation of times in memory so that they can be 
recalled or organized; the procc~s of acquiring insight into situational'. Thus, learning can be 
defined a.~ ::i rdativ~ly pt.-nnoncnt change in behaviour as a result of prio, experiences. 

NATURE OF LEARNING 
fhe process of learning involv~ the following implications: 

(i) Leanuog involves a chung\!, though not necessarily improvement, in behaviour. Learning 
may be good or had from organization's point of view. For example, bad habits, prejudice, 
stereotypes and wock restrictions may be learnt by an individual. 

(J.i) Change in beh~viour must he relatively permanent. Tempo1 ary changes may be on! y reflexive 
and frul to represent any learning. Changes caused by fatigue or temporary adaptations are 
001 coveted in learning. 

(iii) The change in beho.vtour ~hould occur as a result of experi~n~, practice, or training. The 
change may not be evident until a situation arises in which the new behaviour can occur. 

(iv) The prnctice or experience-must be reinforced in order for learning to occur. tr reinforcement 
does not cot11pany the practice or expenence, the behav10ur will eventually disappear. 

(v) Leaming is reflected in behaviour. A change in an individual 's U1ought process or attitude, 
not accompru1ied by behaviour, is no learning. 

THEORIES OF LEARNING 

There arc four theories which c~lain how individuals learn new panems of behaviour as shown 
wFigure 18 



(i) Classical coudiUonlng. The classical behaviourists, particularly Pavlov and Watson, 
artr(buted learning to the connection between stimulus aml re:;ponse. (Stimulus Response). 

~ 
LEARNING 

Figure l8: 'Iypes ofLearni:ng 

S-Stimulus 
R- Response 

(ri) Operant conditioning. The operant behaviourists such as Skinner described the role of 
consequences in understanding the learning process. (Response Stimulus). Operant 
bebavjour means voluntary or learned behaviour in centrast lo reflexive or unlearned 
behaviour. 

(iii) Cognitive learning. C~gnitive theorists fel t that processes within the individual, concerned 
with receiving, preserving and interpreting infonnation, make the individual learn new 
patterns of beh!¾viour. 

(iv) Social learning. It is an integr;ttive theory of learning which explains that people team 
threugh observation and direct experience. Modeling, symbolism and self-control are the 
important techniques of social teaming. 

COGNITION 

Cognition implies a aioscious or deliberate process towards acquiring knowledge. Individuals 
have cognitive system that represent what they know about themselves and the external 
environment. These systems M e developed through cogniti ve processes like perceiving, imaging, 
thinking, reasoning, and decision-making. By understanding a person s cognitive system, it is 
possible to predict hii; bebaviour. The more we understand about an tndividoal's cognitive system, 
the better we are able to predict his behaviour. 

CLASSICAL CONDITIONING 

Classical conditioning deals with the assoc_iation of one event with another desired event resulting 
in a desired behaviour or learning. It is a type of conditioning where an individual responds to 
some stimulus that would invariably produce such a response. Leaming through classical 
conditioning was first studied by {van Pavlov, a famed Nobel Prize winning physiologist, at the 
tum of the 20th century. 

Pavlov conducted' an experiment on a dog to study the relation between the dog's salivation and 
the ringing of a bell. A simple surgical procedure helped him to measure accurately the amount of 
saliva secreted by the dog. When Pavlov presented a piece of meat to the dog, he noticed a great 
deal of salivation. He termed the fo0d an unconditional stimulus (food automatically caused 
salivation) and the salivation a.n unconditioned response. When the dog saw the meat. it salivated 
During the second stage, Pavlov merely rang a bell (neutral stimulus), the dog did not salivate. 
Pavlov subsequently imroduced the sound of the bell each time the meal was given to the dog. 
Thus, meat and the ringing of the bell were linked together. The dog eventually learnt to salivate 
in response to the ringing of the bell even when there was no meat. Pavlov conditioned the dog 
to respond to a learned stim.ulus. Thorndike called thi~ the " law of exercise" which states that 
behaviour can be learned by repetitive association between a stimulus and a response. 
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us 
(Meat) 
Neutral Simulus 
(Bell) 

---cs 
(Bell) 
us 
(Meat) 

cs 
(Bell) 

--

I. Before Conditioning 

Il. During Conditioning 

---
--♦ 

Ill After conditioning 

UR 
(Salivation) 
No Response 

UR 
(Salivation) 

CR 
(Salivation) 

figure 19: Stages in Classical Conditioning 
The meat was an unconditioned stimulus (US). It invariably caused the dog to react in a specific 
way. i.e., noticeable increa.~e in salivation. Trus reaction is called the unconditioned response 
(UR). The bell was an artifLcial stimulus or conditioned stimulus (CS). It was originaJly neutraJ. But 
when the bell was paired with the meat (an unconditioned stimulus), it eventuaJly produced a 
response. After conditioning, the dog Started salivating in response to the ringing of the bell 
alone. In other words. conditioned stimulus (CS) led to conditioned response (CR). 

Thus, under classified conditioning, learning is a conditioned response which involves building 
up an association between a conditioned stimulus and an unconditioned stimulus. Using the 
paired stimuli, one compelling aod the other one neutral, the neutral one becomes a conditioned 
stimulus and, hence, ta.Ices on the properties of the unconditioned stimulus. This happens quite 
often in organizational settings. In a case, there was a cleanliness drive in a hospital to prepare for 
inspection by the top officials of the health ministry. Here the nurse and other staff showed great 
attention to their duties. This practice continued for a considerable period. Eventually, nurses 
and other staff showed their utmost attention to duties whenever the cleanliness drive was 
carried out in the hospital even Though it was not linked with the inspection by the health ministry 
official. 

Classical conditioning represents only a very small part of total human learning. So it has a limited 
value in the study of organizational behaviour. In the words of S.P. Robbins, "Classical conditioning 
is passive. Something happens and we react in a specific or particular way. It is elicited in response 
lo a specific, identifiable even and as such it explains simple and reflexible behaviours. But 
behaviour of people in organizations is emitted rather than elicited, and it is voluntary rather than 
reflexive. The learning of complex behaviours can be better understood by looking at operant 
cond iJioning." 

OPERANT CONDITIONING 

Operant is defined as behaviour that produces effect. Operant conditioning is based on the work 
of B.P. Skinner who advocated that individuals emit responses that are rewarded and will not emit 
responses that are either not rewarded or are punished. Operant conditioning is voluntary or 
learned behaviour and it is determined; maintained and controlled by its consequence. {n contrast. 
respondent behaviour js an involuntary or unlearned response to an environment stimulus. 

Operant conditioning is based on the premise that behaviour is a function of its consequences. 
People learn to behave to get something they desire or to avoid something they do not like. 
Behaviour is likely to be repeated if the consequences are favourable and it is not likely to be 
repeated if the consequences are unfavourable. Thus, the relationship between behaviour and 
consequences is the essence of operant conditioning. The term 'operant' indicates rhat the 
organism operates in its environment to generate consequences. The relationship between 
consequences and response summarizes quite concisely a basic learning process that o~curs 
over time, in which a person changes his behaviour based on his past experience. The various 
strategies of reinforcement are discussed later in this chapter. 



Reinforcement strengthens a behaviour and increases the likelihood that it will be repeated. This 
is the essence of opernnt conditioning, lts advocates point out that evidence abounds throughout 
human history that we will adhere to its tenets. We do learn from touc~ng a hot stove, and we 
understand electric shock rather well after we Stick a finger in a light socket. Whether or not we 
agree with the concept of operant conditioning, we cannot avoid it. Parents reward children for 
good behaviour and admonish them for inappropriate behaviour, ln education, we invoke the law 

of effect by awarding grades for various works and how we are caught up i_n it, we gain insight 
about how and why people behave as they do. Thus. we learn to recognize environmental stimu)j 
and probable responses, thereby improving our ability to predict behaviour. 

Operant conditioning is a powerful tool for managing people in organizations. Most behaviours 
in organizations are learned, controlled and aJtered by theconsequences, i.e., operant behaviours. 
Management can use the operant conditioning process successfully to control and influence the 
behaviour of employees by manipulating the reward system. lf a manager wants to influence 
behaviour, he must aJso be able to manipulate the consequences. Thus, it can be concluded that 
the behavioural consequences that are rewarding, increase the rate of response, while the aversive 

consequen.ces decrease the rate of response. 

Classical Conditioning vs. Operant Conditioning 

The points of difference between the two types of conditioning are given below : 

(i) In classical conditioning, a specific stimulus, such as food, is used to elicit a specific 
response. In operant conditiorung, the response is not elicited by controlled stimulation 
but rather is spontaneously emitled by the subject. Toe stimulus siruation serves as a cue 

in operant conditioning. It does not elicit the response but serves ·as a cue for a person to 

emit tbe response. The critical aspects of operant conditioning is what happens as a 

consequence of the< response. Moreover, (esponses are variable in types and degrees as 
against fixed response under classical conditioning. 

(ii) The emphasis in classical conditioning is upon involuntary responses, while the emphasis 

in operant conditioning is upon voluntary responses. 

(iii) During the classical conditioning process, the unconditioned stimulus, se_-ving as a reward, 

is presented every time. Thus, stimulus leads to response (SR). But in operant conctitioning, 

the reward is presented only if the organism gives, the right response. The organism must 
operate on the environment in order to receive a reward. The response or behaviour is 

instrumental in obtaining the reward. (RS). 

(iv) Under classical conditioning, reinforcement is not received by choice of the individual. But 

in case of operant conditioning, the individual's response is instrumental in securing 
reinforcement by operating on the environment. 

St11drn1 \rti, it , 1:-

What is learning? What do you mean by Classical and operant Conctitioniog?• 
Relate any two incidents where you can apply these above two theories. Give examples.· 

Where can you apply this theory in the organization? 

Cognitive Learning 

Cognitive learning is learning achieved by thinking about the perceived relationship between 
events and individual goals and expectations. For instance, the process motivation theories deal 
with explaining ''why" people decide to do things. They do so by examining how people come to 
view various work activities as perceived opportunities to satisfy needs, pursue desired rewards, 

and eliminate felt inequities. 

Cognition refers to an individual's ideas, thoughts, knowle<tge, foterpretations, understandings, 

etc., about himself and his environment. Cognitive theorists argue that the learner fonns a cognitive 
strucrore in memory, which preserves and organizes infonnation about the various events that 

occur in a learning situation. When a test is conducted to determine how much has been learned, 
the subject must encode the test stimulus and scan it against his memory to detennine an 
appropria~ acti,on. What is done will depend upon the cognitive structure reoieved from memory. 
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The cognitive theory recognizes the role of an organism in receiving, memorizing, retrieving and 
intei:preting the stimulos and reacting to it. The cognitive explanation of learning differs from 
classical conditioning (stimulus response 1earning) and operant conditioning (response stimulus 
learning). According to Tolman, cognitive approach could be tenued as stimulus stimulus approach, 
i.e., one stimulus leads to another. 

The cognitive theory has forced the behaviourists to develop more complex explanations of 
behaviour and urged upon the need to consider cognitions as having at least a possible mediating 
role between the stimulus environment and the behaviour. Many motivation theories centre 
around the cognitive approach. Expectations, attribution and locus of control, and goal setting 
(which are in the forefront of modem work-motivation) are all cognitive concepts and represent 
the pui:posefulness of organizational behaviour. 

SOCIAL LEARNING 

Social learning is learning achieved through the reciprocal interactions between people, behaviour, 
and their environment. Social learning theory integrates the cognitive and operant approaches to 
learning. It recognizes the importance of consequences as determinants of behaviour. It also 
emphasizes that people acquire new behaviours by observing and imitating others in the socLal 
setting. Learning is not a case of environmental detenninism (classical and operant views) or of 
individual determinism (the cognitive view). Rather, it is a blending both. Thus, social learning 
theory emphasizes the interactive nature ofcogttitive, behavioural and environmental determinants. 

People learn through observation and direct experience. Social learning theory is a behavioural 
theory. It draws heavily from the classical and operant conditioning concepts and even goes 
beyond that. Besides antecedent stimuli and contingent consequences, social learning can also 
take place via (i) modeling or vicarious learning; /' • w mbolism; and (iii) self-control. 

Modeling. Through vicarious learning or modeling, people acquire behaviours by di.rectly 
observing and imitating others-. When the "models,'' such as manager or coworker, demonstrate 
desirable behaviours, it can have major impact on a person's work efforts. Many patterns of 
behaviour are leamed by watching the behaviour of models such as parents, teachers, superiors, 
film stars, etc. 

1. Show how children (subject) become more aggressive after watching a violent Movie" 

2 Relate this with the social learning Theory. 

The influence of mbdels is central to the social learning viewpoint. The fo!Jowing process detennine 
the influence that a model will have on an individual : 

I, Attentional Proc~: People only learn from a model when they recognize and pay anention 
to its critical features. We tend to be most influenced by models thllt are attractive, repeatedly 
appearing, which we thlnk are important, or we see as similar to us. 

2. Retention Process: A model's influence will depend on how well the individual remembers 
the model's action, even after the model is no long readily available. 

3. Motor Reproduction Process: After a person has seen a new behaviour by observing the 
model, the watching must be converted into doing. This process demonstrates that the 
individual can perfoon the modelled activities. 

4. Reinforcement Proc~: Individuals wjJI be motivated to exhibit the modelled behaviour if 
positive incentives or rewards are provided. Behaviours that are reinforced will be given 
more attention, learned better and performed more often. 

SHAPING BEHAVIOUR 

In any organization. managefS concerned with making the subordinates learn those behaviours 
that are m-ost beneficiaJ to the organization. When a manager moulds individuals by guiding their 
learning in graduated steps, he is shaping behaviour. 



A manager can shape behaviour by systematically reinforcing each successive step that moves 
the individual oloscr to the desired response. 1f an employee who has been chronically a half-hour 
la1e for work comes in only twenty minutes late, the manager can reinforce this behaviour so that 
it comes more close to the desired behaviour to be at work on time. 

The Law of Effect 
The operant condilioning or learning approach to beh:iviour i:. based on the law of effect 
propounded by Thorndike. The law states tbat the behaviour that has rewarding consequence is 
likely to be repeated; whereas behaviour that leads to a negative or punishing consequence 
tends not to be repeated. Ln any organization, the frequency of various behaviours can be seen as 
depending on the immediate consequence of those behaviours. If, for example, employees work 
hard to achieve organizational objectives and are directly rewarded with bonus or privileges, they 
will tend to repeat their efforts when new objectives are set. 

Reinforcement plays a central role in the learning process. Reinforcement is an external explanation 
of behaviour as compared to motivation wruch is an internal explanation of behaviour (being 
concerned with inner needs). Something is reinforcing only if it strengthens the response preceding 
it and induces repetitions of the response. 

STRATEGIES OF REINFORCEMENT 

Reinforcement is very important for learning because behavioural response is conditioned by 
reinforcement. We may define reinforcement as anything that both increases the strength of 
response and tends 10 induce repetitions of the behaviour that preceded the reinforcement. Four 
types of reinforcement strategies can be employed by managers to influence the behaviour of 
employees, viz., (i) positive reinforcement, (ii) negative reinforcement, (iU) extinction, and (iv) 
punishment These are discuss below : 

I. Positive Reinforcement: The srrategy entails the use of rewards that stimulate desired 
behaviour and strengthen the probabiljty of repeating such behaviour in the future. Positive 
reinforcers can be primary or secondary. Those considered primary have direct beneficial 
consequences and include food, clothing and shelter. Sec-0ndary reioforcers bring pleasure 
but have a van ety of meanings for individuals such as money, promotion, and praise. 
Money is considered secondary because it is used to purchase primary reinforcers (food) 
or as a proxy for status (also a primary reinforcer). 

Effective reinforcers must meef two conditions: First., Uie reward should be contingent 
upon lhe type of perfonnance. Second, the reward shou Id be matched with the 1ieeds of the 
worker. Be<,:ause positive reinforcers differ among individuals, managers must either develop 
a reward system that is appropriate for all the members of their workgroup or taHor their 
rewards to suit each individual. 

2. Negative Reinforcement or Avoidance Leaming: Negative reinforcement takes place when 
individuals learn to avoid or escape from unpleasant consequences. Much lawful behaviour 
in our society i.s based on avoidance learning. For e~ple, people learn to drive carefully 
to, avoid accident.S. ln the workplace, avoidance learning usually occurs when peers or 
supervisors criticize an individual's actions. 

3, 

Negative reinforcement relies on avoidance of pumshroent or the threat of punishment 
rather than the offering of a reward. For instance, we learn to watch for traffic when crossing 
streets, and we learn to bundle up on cold days to avoid .iccidents and to protect ourselves 
from cold. However, p unishment or threat of punishment is not implied in any of these 
actions. In work environment, training. safety warnings. orientation sessions and counselling 
help alert employees against negative consequences of undesirable behaviour. When coupled 
with positive reinforcement for appropriate behaviour. the effect can be extremely beneficial. 

Extinction: It is an effective method of ooorrolling w1desirable behaviour. It refers to noo­
reinforcement. It is based on the principle that if a respon.se is not reinforced. it will eventually 
disappear. The absence of all fonns of reinforcement used to remove or extinguish undesirable 
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beha~ioyr. A disruptive employee who, for example, picks fights and who is apparently 
punished by the supervisor may continue the disruption because of the attention they 
bring. By ignoring or isolating the disruptive employee, attention is withheld and possibly 
also the motivation for fighting. 

Punishment: Through punishment, managers try to correct improper behaviour of 
subordinates by providing negative consequences. Giving harsh criticism, docking pay, 
denying privileges, demoting, and reducing an individual's freedom to do his or her job are 
common fom'ls of punishment in the workplace. Punishment is the historic-method of reducing 
or eliminating undesirable behaviour. Sometimes, punishment frustrates the punished and 
leads to antagonism towards the punishing agent. As a result, the effectiveness of the 
punishing agent diminishes over time. Because of the possible dangers of punishment, it 
should be administered properly. The following points may be noted in this regard: 

(i) The specific undesired behaviour, not the person should be punished. If it is directed 
at the person, punishment will receive revenge. 

(ii) The punishment should be enough to extinguish the undesired behaviour. 
Underpunishment may not deter the behaviour, over punishment may produce 
undesirable results. 

(iii) Punishment should be administered privately. By administering the punishment in 
front of others, the worker is doubly punished in the sense that he is also put out of 
face. 

(iv) Punishment should quickly follow the undesirable behaviour. It is more effective when 
applied immediately after the undesirable behaviour is produced. Further, punishment 
should follow evecy occurrence of the undesirable behaviour. 

(v) Punishment is effective in modifying behaviour if it forces the person to select a 
desirable behaviour that is reinforced. If this is nor done, the undesirable behaviour 
tends to reappear causing fear and anxiety in the person being punished. 

(vi) Punishment mu.st be administered carefully so that it does not become a reward for 
undesirable be~viour. 

Although most ethical criticisms of behaviour modification techniques focus on punishment, 
Skinner and other behaviourists advocate U1e use of positive reinforcement rather than punishment 
to change behaviour. Punishment, by definition, only tells the individual what should not be done 
rather than what should be done. Thus, one mistake may be followed by a new one as the 
individual seeks to find, by trial and error, behaviour that will not be punished. In addition, 
punishment causes resentment, which is usually counterproducli ve in the work environment. For 
most organization members who are mature and willing to be productive, positive reinforcement 
(combined with extinction, if necessary) is more effe-ctive and humane. 

II 

Table 15: Reinfol'<!ement Theory at a GJance 

To Encourage Desirable Behaviour 
i. Positive ReinforcemenL Increasing the frequency of or s·trengthening a desiri1ble behaviouc 

by making it contingent wjth the occurrence of desirable consequence. Example - A 
manager nods 10 expres$ approval to a subordinate who pac[fies an annoyed customer. 

ii. Negative Reinforcement or Avoidance. Increasing lhe frequency of or s1,engthening a 
desirable behaviour by making it contingent wilh tbe removal of an undesirable consequence. 
Example - A manager who has been regularly nagging a worker about his performance, slops 
nagging when the production quota is mel. 

To Discourage Undesirable Behaviour 

iii. Extinction. Decreasing the frequency of a weakening an undesirable behaviour by removing 
desirable consequences previously contingent with its occurrence. Example - A disruptive 
employee is isolated or Ignored ~o that his behaviour does not receive the attention of 
fellow employees. 

Iv. Punisbml!nt. Decreasiog the frequency of a weakeoing an undesirable behaviour by making 
it contingent with the occurrence of an undesirable consequence. Example - A manager 
deducts an employee's pay wben he reports late for work. 
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l. What are the different strategies of Reinforcement? 

2 Which reinforcement strategies do you think is one of the best for motivating the employees? 

3. When will you use Punishment and why? 

Schedules of Reinforcement 

Reinforcement does not always follow a particular response. For example, studying hard for 
exams sometimes yields high grades and sometimes, it does not. Similarly; taking a client out to 
dinner at an expensive restaurant and plying with excellent wine may help in closing an important 
deal, but not always. Also. keeping on top of one's work and getting it done on time sometimes 
results in praise and recognition; at other times, it may be ignored. In many cases, the occurrence 
or absence of reinforcement following a given form of behaviour seems to be quite random. In 
other words, it is governed by definile rules. These rules are known as schedules of reinforcement 
and exert powerful effects upon behaviour. 

The influence of such schedules was studied systematically for several decades by B.F. Skinner 
and his associates. The key questions in such research have been these: How quickly and how 
often do subjects perform various responses under djfferent schedules of reinforcement ? Do 
such rates of responding vary from one schedule to another? In order to answer these questions, 
a large number of schedules have been examined. The simplest, of course, is one in which every 
response is followed by a reward - continuous reinforcement. Besides this, however, the most 
basic schedules are ones in which the occurrence of reward is govemed 'by a single rule. Four 
distinct schedules of reinforcement of this type exist, which are discussed below. 

Fixed Fixed Fixed 

Interval Ratio 

Variable Variable Variable 

Interval Ratio 

Figure 20: Schedules of Reinforcement 

(i) Fixed Interval Schedule: This schedule demands that a fixed amount of time has to elapse 
before a reinforcement is administered. In many organizations, monetary reinforcement 
comes at the end of a period of time. Most workers are paid hourly, weekly or monthly for 
the time spent on their jobs. Tb.is method offers the least motivation for hard work among 
workers b~ause pay is tied to time interval rather than actual perfonnance. The occurrence 
of reinforcement depends largely on the passage of time. 

(ti) Variable Interval Schedule: The availability of reinforcemeht is also controlled mainly by the 
passage of time in a variable interval schedule. In some cases, reinforcement can be obtained 
after a short period has passed. In others, a much longer interval must elapse before it again 
becomes available. As a result of such uncertainty, variabl~interval schedule of rejnforcement 
geoerally yield moderate and steady rates of response. Suppose the plant manager visits the 
production shop at 11 a.m. each day (fixed interval), perfoonance tends to be high just prior to 
his visit and thereafter it dec)jnes. Under variable interval schedule, the manager vjsits at 
randomly selected time intervals and no one knows for sure when the manager will be around. 
As a result, performance tends to be hlgher and there would be less fluctuations than under the 
fixed interval schedule. 

(iii) Fixed Ratio Schedule: In a fixed ratio schedule, rewards are showered after a fixed or 
constant number of responses. Forexample,piece rate incentive plan is a fixed ratio schedule. 
It tends to produce high rate of response which is both vigorous and steady. Workers try 

to produce as many pieces as possible in order to pocket the monetary rewards. Therefore, 
the response level here is significantly higher lhan th.at obtained under an interval schedule. 

(iv) Variable Ratio Schedule: When the reward varies relative to the behaviout of the individual, 
be is said to be reinforced on a variable-ratio schedule. Salespersons on commission represents 
examples of individuals on such a reinforcement scbeduJe. On some occasions, d1ey may make 
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a sale after only two calls oa potential customers. On other occasions, they might need to make 
twenty or more calls to secure a sale. The reward, then, is variable in relation to the number of 
successful calls the salespersoru, makes. 

USE OF REINFORCEMENT THEORY IN BEHAVIOUR 
MODIFICATION (OB MOD) 

The conscious application of operant conditioning is cal led behaviour modification. Extended to 
management, it is called orgaruw.tmnal behaviour modification (OB Mod). When thin.king of OB 
Mod. most researches focrn, oo pollttJve reinforcement as rewards that influence behaviour and 
strengthen the future probabilitJes of desirable behaviour. Milestone OB Mod research was 
conducted during the early 1970s at Emery Air Freight when the firm took pioneering s teps to 
apply operant conditioning in motivating changesfo performance. Emery used positive reinforcers 
for a three year period to improve customer services. The firm saved a huge amount while improving 
perfonnance in its experimental work groups by impressive margins. 

Operant cond irioning is a reality. It may not always be apparent in a consciously applied strategy, 
but just as parents attempts to modify their children's behaviour through daily guidance, managers . 
anempt to modify subordinates' behaviour lhrough rules, regulations. directions, incentives, and 
a host of subtle clues that fit one of the strategies just presented. However, a conscious °fonnal 
programme with behavioural objectives suggests an entirely different pattern of management. 

The programmes that rest heavily on negative reinforcement or punishment Me unlikely to be 
popular or effective. Extinction, a long-term strategy, is typically d ifficult to implement because in 
most organizations managers are expected to take immeruate action. Therefore, most OB Mod 
programmes have an underpinning.strategy of positive reinforcement. Procedures for using positive 
reinforcement have been suggested by several .researchers including F red Luthans and Robert 
Kreitner. 

There are a large number of applications of the learning theory and OB Mod. The reinforcement 
theory could be used in d isciplining the o-ouble-makers, designing monitoring programmes for 
new employees and developing employee training programmes. Social learning theory can also 
play a great role in designing training programmes. 

Related Aspects of Learning 

Several additional aspects oflearniog bear on individual behaviour in organizations. Among them 
are stim.ulus generalization, stimulus d iscrimination, vicarious learning, and the arguments for 
and against punishment. 

Stimulus Generalization 

Stimulus generalization is how people recognize the same or similar11timuliin different settings. 
That is, it is the process by which they can generalize a contingent reinforcement from one setting 
to another. Figure 21 illustrates a simple example of the pro~ss. Followi.ng an inltla.l stimulus­
respoose-conseguence sequence, a person teams the behaviours likely to produce some kinds of 
reinforcement. Later. when presented with a similar stimulus in different ,;urroundings, he or she 
knows that the same response is likely to eJjcit a similar consequence. 

Consider, for example, the case of a plant manager with a rustory of effective troubleshooting. 
Over the years, he has been assigned to several different plants. each with a serious operating 
problem. After successfully dealing with the difficulties, he hu.s 3.lways received an extended 
vacation, a bonus, and a boost in his base salary. He has leame-<l the basic contingencies, or 
requi.rementS of reinforcement for ltis job: the stimulus is the assignment, the response is co1Tecting 
problems, and Uie consequences are , e veral positive reinforces. When the manager gets hi_s next 
assignment, he will probably generalize from his past experiences. Even though he will be in a 
different plant with different problems and employees, he will understand what it talces to be 
rewarded. 

Stimulus DiscriminatiOfl 

Sthnu.J.us discrimination is 1he iNlity m recognize d ifferences betwCC'll ~timuli fht~ process is 
also shown in Figure 21 . A~ in ~timulm, generali1.atio11, the peri-011 learns lhe basic stimulus-



response-consequence sequence for one stimulus. When confronted with a new stimulus, however, 
he or she can discriminate between the two different stimuli and _respond differently. 

Yes 

Stimulus 
(Work Situ a lion) 

Response 
(Choice of Behavior} 

Consequence 
(Reinforcerne n t) 

Stimulus 
(New Work Situation) 

ls New Situation Similar 
Enough to I nitia I One to 
expect t·he same 
Behaviour-Reinforcement 

Relationship? 

No 

Repeat Initial 
Behavior 

(GeneralizaHo n) 

Choose New Behavior 
(Discrimination) 

Figure 21: Stimulus generalization and discrimination 

Suppose the trouble-shooting plant manager is ass.igne.d to a plaot that is running smoothly . .Flis 
routine response to new situations has always been to identify and solve problems, but he must 
now discriminate between his new situation and his earlier ones. He, wiJI then, also recognize that 
a different set of behaviours, or responses, is needed for him to receive positive reinforcement. 

Vicarious Learning 

Vicarious learning or modeling is learning through the experiences of others. A person can learn 
to do a new job by observing others, for example, or by watching videotapes. And recall the earlier 
example where an employee teamed not to be late by watching his boss chew out fellow workers. 

Several conditions must be met for vicarious learning to take pJace. The behaviour being modeled 
must berelatively,simple.Althoug.h we can learn by watching someone else how to push three or 
four buttons to set specifications on ;t machine, we probably cannot learn a complicated sequence 

of operations without also practicing the various steps ours.elves. 

Second, the behaviour being modeled must usually be cC'l~rett!, not intellectual. We can learn by 
watching o'thers how to re. pond to the different behaviours of a particular manager, or how to 
assemble a few components into a final assembly. But probably we cannot learn through simple 
observation how to write a computer program, or to conceptualize, or to think abstractly. Finally, 
to learn a job vicariously we must possess the physical ability needed to do the job. Most of us, 
for instance, can watch televised baseball games or tennis matches every weekend, but still will 
not be able to hit a curveball like Don Mattingly or a backhand like Martina Navratilova. 

In iecent years, considerable attention has been devoted to a ~pecific type of vicarious learning 
called social learning. Social learning theory suggests that behaviour is detennined by a person's 
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cognition and social environment More specifically, people are presumed to learn behaviours 
and attitudes at least partially in response to what others expect of them. 

Suppose that a new employee joins an existing work group. She already has some basis for 
knowing how to behave (i.e., education and previous experience). The group provides a set of 
very specific cues, however, that help the person see how her behaviour needs to be taitored to 
fit the specific situation she is in now. The group may indicate how the organization expects 
members to dress, how people are "supposed" to feel about the boss and so forth. Hence, the 
new employee learns how to behave in the new situation partially in response to what she already 
knows and partially in response to what others suggest and demonstrate. 

SUMMARY 

Leaming is a psychological process which has been lately accepted as a field of study of 
organizational behaviour. The theoretical explanations of learning namely behaviourial, cognition 
and social lay the foundation to analyze an individuals' capacity to learn and grow. It is however, 
still a controversial field of theory as they are basically derived from experimentation. Reinforcement 
is one of the most important philosophies of the learning theory. The application of learning 
theories and reinforcement philosophy is through a standard reward system, 

KEYWORDS 

Learning: Leaming is defined as a relatively permanent change in behaviour that occurs as a 
results of prior experience. (E.R. Hi\gard) 

Classical Conditio,ring: It is a type of conditioning where an individual responds to some 
stimulus that would invariably produce such a re~ponse. 

Opera,rt Conditwning: Operant is defined as a behaviour that produces effect. Operant 
conditioning is based oo the premise that behaviour is a function of its consequences. 

Cognitive Learning: Cognitive learning is learning achieved by thinking about the perceived 
relationship between events and individual goals and expectations. 

Social Learning: Social learning is learning achieved through the reciprocal interactions between 
people, behaviour, and their environment 

Modeling: Through vicarious learning or modeling, people acquire behaviours by directly 
observing and imitating others. 

The I.aw of Effect: The law of effect states that the behaviour that has rewarding consequence is 
likely to be repeated. 

Remjorcem.ent; is an external explanation of behaviour as compared to motivation which is an 
internal explanation of behaviour. 

Positive Reinforcement: It is a strategy that entails the use of rewards which stimulates desired 
behaviour and strengthen the probability of repeating such behaviour in the future. 

Negative ReinforcemenJ or Avoidance Learning: Negative reinforcement takes place when 
individuals learn to avoid or escape from unpleasant consequences. 

Extinction: Extinction is an effective rne1hod of conttolling undesirable behaviour. It refers to 
non-reinforcement. 

Punishment: Punishment is the rustoric method of reducing or eliminating undesirable behaviour. 

Fixed Interval Schedu/.e: A schedule that demands a fixed amount of time to elapse before a 
reinforcement is administered. 

Variable Interval Schedule: The variability ofreinforcemem is controlled mainly by the passage 
of time in a variable interval schedule. 



Fixed Ratio Schedule: In a fixed ratio schedule, rewards are showered after a fixed or constant 
number of responses. 

Variable R.atio Schedule: When the reward varies relative to the behaviour of the individual, he 
is said to be reinforced on a variable-ratio schedule. 

REVIEW QUESTIONS , 

I. Explain the concept of learning and briefly examine the various theories of learning. 

2 Discuss the nat\!fe of learning. How does classical conditioning help in learning the desired 
behaviour ? 

-3. What is o~rant conditioning ? How is it different from classical conditioning ? 

4. What st.r;aiegies are employed under. operant conditioning to modify the behaviour of 
subordinates ? Discuss with tlie help of ..suit.able examples'., 

.5. What is meant by reinforcement ? What types of reinf9rces could be employed by the 
managers . .to make the employees learn new behaviours. 

6. "Reinfo

0

rce01ent theory of Jeaming is at the root of behaviour dioctifrcation." Examine this 
statement. 

7. Explain with examples the concepts of cognitive and social learning. What is the relevance 
of social learning in modern organization ? 

8. Answer the following : 

(a) "Learning leads to change in hu,man behaviour." Comment. 

(b) When shouJd punishment be used by the manag,ers? 

(c) "Negative reinforcement is used for avoidance learning." Discuss. 

{d) What is cognitive learning ? 

(e) "Classical conditioning is passive". Elaborate. 

(f) "Behaviour is a function of its consequences." Do you agree? Why? 

(g) What is law of effect ? 

(h) Brie fly discuss various schedules of reinforcement. 
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CHAPTER 

10 
INDIVIDUAL DECISION MAKING AND PROBLEM 
SOLVING 

L E AR N IN G OBJ ECT I V ES 

After studying this chapter, you should be able to: 

• Distinguish between programmed and non-programmed decisions. 

• Discuss the four steps in the rational model of decision-making. 

• Contrast Simon's nonnative modeJ and tJ1e garbage can model of decision-making. 

• Understand the Dynamics of Decision Making. 

THE IMPORTANCE OF DECISION-MAKING 

Decision-making is one of the primary responsibilities of being a manager. The quality of a manager's 
decisions is important for two principal reasons. First, the quaJity of a manager's decisions directly 
affects his or her career opportunities, rewards, and job satisfaction. Second, managerial decisions 
contribute to the success @r failure of an organization. 

Decision-making is a means to an end. lt entails identifying and choosing alternative solutions 
that lead to a desired state of affairs. The process begins with a problem and ends when a solution -
has been chosen. To gain an understanding of how managers can make better decisions, this 
chapter focuses on: (1) the types of decisions managers make, (2) models of decision-making, (3) 
the dynamics of decisioo-makiog. 

Table 16: Techniques of Dealing with Two Types of Decisions 
Declslon_s-maklng Techniques 

Types of Decisions Traditional Modern 

Programmed . Routine, repetitive c!eolslons 1 Habit 1 Operations research: 

. Organtzauon develops speclllc 2 Clerical routine: S1anc!ard 
Ma.thematic,11 analysis 
Models 

procel'Ses for handUng them opera11ng procedures 

3 Organization structure: 2 Compuler Simulation: 

Common expectaUons Electronfo data 
procosslng. 

Non-programmed 

. One•shor. 111-srrvctured, novel pollcy A system ot subgoals. well• Heuristic problem-solvlrig 

decisions. dellned Informational rechniques applied lo: 

Handled by gene/al p(Oblem-solv,ng 
channels 

(a) Training human decision• . 
p(Ocesses 1 Judgment, intuillon, and · makers-. 

creatlvlty 
(b) Construcdng heuristic 

2 Rules of Thumb compuler programs. 

3 Selection and training of 
executives 

Decision theorists have identified two types of managerial decisions: programmed and non­

programmed. It is important to distinguish between these two types because different techniques 
are used to deaJ with them (Table 16). 

PROGRAMMED DECISIONS 

Programmed decisions tend to be repetitive and routine. Through time and experience, organizations 
develop specific procedures for ltandting these decisions. Gettiog_dressed in tbe rooming or 

driving to school involve personal programmed decisions. Th.rough habit, you are likely to act on 



a similar chain of decisions each day. Work-related examples are detennining how much vacation 

time to give to an employee. deciding when to send a biU Lo customers, and ordering office 
supplies. Habit and standard operating procedures are the most frequently used techniques for 
making these decisions. Today, computers handle many programmed decisions. For example, 
computerized job interviews are one method being used to select entry-level employees. 

NON-PROGRAMMED DECISIONS 

Non-programmed decisions are novel and unstructured. Hence, there are no cut-and-dried 

procedures for dealing with the problem at hand. These decisions also tend to have important 
consequences. 

To solve non-programmed decisions, managers tend to rely on judgment, intuition, and creativity. 

MODELS OF DECISION-MAKING 

There are several models of decision-making. Each .is based on a different set of assumptions and 
o ffers unique insights into the decision-making process. This section reviews three key historical 
models of decision-making: They are ( l ) the rational model, (2) Simon's nonnative model1, and (3) 
the garbage can model. Each successive model assumes that the decision-making process is less 
and less rational. Let us begin with the mosrorderly or mtional explanation of managerial decision­

mal<ing. 

The Rational Model 

The rational model proposes that managers use a rational. four-step sequence when making 
decisions: (I ) identifying the problem, (2) generating alternative solutions. (3) selecting a solution. 
and ( 4) implementing and evaluating the solution. According to this model, managers are completely 

objective and possess complete information to make a decision. Despite criticism for being 
unrealislic, the rational model is instructive because it analytically breaks down the decision­

mak.ing process and serves as a conceptual anchor for newer models. Let us now consider each 

of these four steps. 

Identifying the ProbJem 

A problem exists when the actual situation and the desired situation differ. For example. a problem 
exists when you have to pay rent at the end of the month and don't have enough money. 

Your problem is not that you have to pay rent, your problem is obtaining the needed funds. 
Similarly, the problem for a sales manager who has orders for 100 personal computer, but only 80 

units in stock, is the 20 unavailable units (the gap between actual and desired). One expert 
proposed that managers use one of three methods to identify problems: historical cues, planning, 

and other people's perceptions. 

I. Using historical cues to identify problems assumes that the recent past is the best estimate 
of the future. Thus, mangers rely oo past experience to identify discrepancies (problems) 
from expected trends. For example, a sales manager may conclude that a probiem exists 

because the first-quarter sales are less than they were a year ago. This method is prone to 

error because it is highly subjective. 

2 A planning approach is more systematic and can lead to more nccurate results. This method 
consists of using projections or scenarios to estimate what is expected to occur in the 
future. A time period of one or more years is generally used. Companies are increasingly 
using this scenario technique as a planning tool. The scenario technique is a speculative, 
conjectural, forecasting tool used to identify, future statf}S, given a certain set of 

e nvironmental conditions. 

3. A final approach to identifying problems is to rely on the perceptions of others. A restaurant 
manager may realize that his or her restaurant provides poor service when a large number of 

customers complain aboot how long it takes to receive food after placing an order, ln other 
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words, customers' comments signal that a problem exists. Similarly, automobile manufacturers 
are sometimes forced to recall cars because of consumer complaints about product safety 
or quality. 

Generating Solutions 

After identifying a problem, the nexl logical slep is generating altemati ve solutions. For programmed 
decisions, alternatives are readily available through decision rules. Trus is not the case for non­
programmed decisions. For non-programmed decisions, this step is the creative part of problem­
solving. Managers can use a number of techniques to stimulate creativity. 

Selecting a Solution 

Optimally, decision-makers want to choose the alternative with the greatest value. Decisjon theorists 
refer to this as maximizing the expected utility of an outcome. This is no easy task. First, assigrung 
values to alternatives is complicated and prone lo error. Not only are values subjective but they 
also vary accord;ug to the preferences of the decision-maker. For example, research demonstrates 
that people vary in their preference for safety or risk when making decisions. Further, evaluating 
alternatives assumes they can be judged according to some standards or criteria. This further 
assumes that (I) valid criteria exist, (.2) each alternative can be compared against these criteria. 
and (3) the decision-maker actually uses the criteria. As you know frorn making your own key life.­
decisions, people frequently vlolate these assumptions. 

Implementing and Evaluating the Solution 

Once a solution is chosen it needs to be implemented. Before implementing a solution, though, 
managers need to do their homework. For example, three ineffective managerial tendencies have 
been observed frequently during the initial stages of implementation. Ski II ful mangers try to avoid 
these tendencies. Table l 7 indicates that, to promote necessary understanding, acceptance, and 
motivation, managers should involve implementers in the choice making step. 

After the solutioo is implemented, the evaluation phase assesses its effectiveness. If the solution 
is effective, it should reduce the difference between the actual and desired states that created the 
problem. If the gap is not closed, the implementation was not successful, and one of the following 
is true: Either the proble.m was incorrectly fdentified, or the solution was inappropriate. Assuming 
the implementation was unsuccessful, management can return to the first step, proble m 
identification: If the problem was incorrectly identified, or the solution was inappropriate. The 
management should consider implementing one of the previous] y identified, but untried, solutions. 
This process can continue until all feasible solutions have been trioo or the problem bas changed. 

Tobie 17: Three Managerial Tendencies Reduce the Effectiveness of Implementation 

Managerial tendency 

• The tendency 001 to ensure that people 
unden;tand what needs to oo (lone. 

• The tendency not to ensure the 

acceptance or motivat ion for what 
needs 10 be done. 

• This tendency not to provide appropriate 
resources for w·hal needs to be done. 

Recommended Solution 

Involve rhe hnglementors in Ll1e choice- making 
step. When tbis is oot possible. a strong a nd 
eJtplicit attempt Should be made to identify any 
mlsunderstandtng. perb.aps b y having the 
implementor e~plain what he or She lhinks needs 
to be done and why. 

Once again, involve the implementors in the 
choice-making step. Attempts should also be made 
to demonstrate the pay-offs· for effective 
implementation and to show how completion of 
various laSks will lead to successful 
implementation. 

Many implemenlations are less effective than they 
could be because adt!quate resources, sllch as lime, 
staff, or information, were not provided. In 
particular, lhe allocation of such resources across 
departments and tasks are assumed to be 
appropriate because they were appropriate for 
implementing rhe previous plan. These 
assumptions should be checked. 



Summarizing the Rational Model: The rational model is based on tl1e prenuse t11at managers 
optimize when they make decisions. Optimizing involves solving problems by producing the best 
possible solution_ This assumes tl1at managers: 

• Have knowledge of all possible alternatives. 

• Have complete knowledge about the conse{Juences that follow each alternative. 

• Have a well-organized and stable set of preferences for these consequences. 

• Have the computational ability to compare consequences and to determine which on·e is 
preferred. 

As noted by Herbert Simon, a decision theorist who, in 1978, earned the Nobel Prize for his work 
on decision-making, "The assumptions of perfect rationality are contrary to fact. ft is not a 
question of approximation: they do not even remotely describe the processes that human beings 
use for making decisions in complex situations." Thus, the rational model is at best an instructional 
tool. Since decision makers do not follow these rational procedures, Simon proposed a normative 
model of decision-making. 

Think of a problem and apply the 1'Rational Model of Decision Making Model in tenns of 4 
steps sequences_ 

Simon's Normative Model 

This model attempts to identify the process that managers actually use when making decisions. 
The process is guided by a decision-maker's bounded rationality. Bounded rationality represents 
the notion that decision-makers are "bounded" or restricted by a variety of constraints when 
making decisions. These constraints include any personal or environmental characte1istics that 
reduce rational decision-making. Examples are the limited capacity of the human mind, problem 
complexity and uncertainty, amount and timeliness of information at hand, criticality .of tlie decision, 
and time de mands. 

As opposed to tlie rational model, Simon's nonuative model suggests that decision-making is 

characterized by (1) limited infonnation processing, (2) the use of rules of thumb or shortcuts, and 
(3) s·atisficing behaviour: Each of these characte1istics is now explored: 

Limited information processing: Managers are limjted by how much information they process 
because of bounded rationality. This results in the tendency to acquire manageable, rather than 
optimal, amounts of information. In tum, tliis practice makes it difficult for managers to identify all 
possible alternative solutions. In lhe long-run , the constraints of bounded rationality cause 
decision-makers to fai l to evaluate all potential alternatives. 

Use of rules of thumb or shortcuts: Decision-makers use rule of thumb or shortcuts to reduce 
iofonnation-processing-demands. Since these shortcuts represent knowledge gained from past 
experience, they help decision-makers evaluate curren t problems. For example, recruiters may 
tend to hire applicants receiving degrees from the same university attended by other successful 
employees. In this case, the "school attended" criterion is used to facilitate complex infonnation 
processing associated with employment interviews. Unfortunately, these shortcuts can result in 

biased decisions. 

Satisficing: People satisfice because they do not have the time, infonnation, or ability to handle 
the complexity associated with following a rational process. This is not necessarily undesirable. 
Satisficing consists of choosing a solution that meets some minimum qualification, one that is 
"good enough". Satisficing resolves problem by producing solutions that are satisfactory, as 
opposed to optimal. Although a discounted, blue, two-door automobile may satisflce for purchasing 
your new sports car, shopping around may locate the red, two-seat convertible you prefer. 

The Garbage Can Model 

As true of Simon's normative model, this approach grew from the rational model's inability to 
explain how decisions are actually made. It assumes that decision-making does not follow an 
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orderly series of steps. l n fact, organizational decision-making is said to be such a sloppy and 

haphazard process that the garbage can label is appropriate. This contrasts sharply with the 
rational model, which proposed that decision-makers follow a sequential series of steps beginning 

with a problem and ending with a solution. According to the garbage can model, decisions result 
from a complex interaction between four independent streams of events: problems, solutions, 

participants, and choice opportunities. The interaction of these events creates "a collection of 

choices looking for problems, issues and feelings looking for decision situations in which they 

might be aired, solutions looking for issues to which they might be the answer, and decision­

makers looking for work'' The garbage can model at.tempts to explain how these events interact 

and lead to a decision. After discussing the streams of events and how they interact, this section 
highlights managerial implications of the garbage can model. 

Streams of Events: The four streams of events-problems, solutions, participants, and choice 
opportunities-represent independent entities that flow into and out of organizational decision 

situations. Because decisions are a function of the interaction among these independent events, 

the stages of problem identification and problem solution may be unrelated. For instance, a 
solution may be proposed for a problem that does not exist. On the other hand, some problems are 

never solved. Each of the four events in the garbage can model deserves a closer look. 

• Problems: As defined earlier, problems represent a gap between an actual si tuation and a 
desired condition. But problems are independent from alternatives and solutions. The 

problems may or may not lead to a solution. 

• Solutions: Solutions are answers looking for questions. They represent ideas constantly 
flowing through an organization. Contrary to the classical model, however, solutions are 
used to formulate problems rather •than vice-versa. This is predicted to occur because 
managers often do not know what they waot until they have some idea of what they can 
get. 

• Participants: Participants are the organizational members who come and go throughout 

the organization. They bring different values, attitudes, and experiences to a decision­

making situation. Time pressures limit the extent to which participants are involved in 
decision-making. 

p...._,_ 

Ollllio 
~ 

Figure 22: Garbage c.an model of organization.a] decision-making 

• Choice opportunities: Choice opportunities are occasions when an organization is expected 
to make a decision. While some opportunities, such as hiring and promoting employees, 
occur regularly, otJlers do not because they result from some type of crisis or a unjque 

situation. 

Interactions among the Streams of Events: Because of rhe independent nature of the streams of 
events, they interact in a random fashion . This jmplies that decision making is more a function of 
chance encounters than a rational process. Thus, the or:ganization is characterized as a "garbage 
can" io which problems, solutions, participants, and choice opporturuties are. all mixed together 
(see Figure 22). Only when the four streams of events happen to connect such as at point A in 



figure 22, is a decision made. Since these connections randomly occur among countless 

combinations of streams of events, decision quality generally depends on tinting. In other words., 
good decisions are made when these streams of events interact at the proper time. This explains 

why problems do not necessarily relate to solutions (point B in Figure 22), and why solutions do 

not always solve problems. In support of the garbage can model, one study indicated that decision~ 
making in the textbook publishing industry followed a garbage can process. Moreover, knowledge 
of this process helped the researchers to identify a variety of best-selling textbooks. 

Managerial Implications: The garbage can model of organizational decision-mrudng has four 

practical implications. First, many decisions will be made by oversight or the presence of a salient 

opportunity. Second, political motives frequently guide the process by which participants make 
decisions. Participants tend to make dedsions that promise to increase their status. Thi.rd, the 
process is sensitive to load, That is, as the number of problems increase relative to the amount of 
time available to them. problems are less likely to be solved. Finally, important problems are likely 
lo be solved than unimportant ones because they are more salient organizational participants. 

Stu,knt \l'thily IIJ 

How will you apply uoarbageCan Model". Illustrate this model by giving an example. 

DYNAMICS OF DECISION-MAKING 

Decision-making is part science and part art. Accordingly, this section examines dynamics of 
decision-making-contingency considerations and the problem escalation of commitment-that 

affect the "science'' component. An understanding of these dynamics can help managers make 
better decisions. 

Selecting Solutions: A Contingency Perspective 

The previous discussion of decision-making models noted that managers typicaJJy satisfice when 

they select solutions; however, we did not probe how managers actually evaluate and select 
solutions. Let us explore the model in Figure 23 to better understand how individuals make 

decisions. 

Strategies for Selecting a Solution: What-procet~ures do decisions-makers use evaluate the costs 

and benefits of alr.emative solutions? According to management experts Lee Roy Beach and 

Terence Mitchell, one of three approaches is used: aided-analytic, unaided-analytic, and non­

analytic. Decision-makers systematically use tools such as mathematical equations, calculators, 
or computers to analyze and evaluate alt-ernatives within an aided-analytic approach. Technicians 

also may be commissioned to conduct a fonnal study. In contrast.. decision-makers rely on the 

confines of their minds when using an unaided-analytic strategy. In other words, the decision­

maker systematically compares alternatives, but the analysis is limited to evaluating infonnation 
that can be directly processed in his or her mind. Decision-making tools such as a personal 

computer are not used. Finally, a non-analytic strategy consists of using a simple prefonnulated 
rule to make a decision. Examples are {lipping a coin. nonnal habit convention ("we've always 

done it that way''), using a conservative approach ("bette r safe than sorry"), or following 

procedures offered in instn{ction manuals. Both the cost and level of sophisti.cijtion decrease as 

one moves from an aided-analytic to a non-analytic strategy. 

Determining which approach to use depends on two sets of contingen cy factors: 

characteristics of the decision task and characteristics of the decision-maker (refer again to 

Figure 23). 
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Generating 
Alternatives 

Characteristics of 
Dec1s1on Task 

J , The decision problem 
• Unfamiliarity 
• Ambiguity 
• Complexity 
• Instability 
The decision Environment 
• !m~versibility 
• Significance . 
• Accountability 
• Time and/or Money 

Constraints 

, . 

Charactd1st1cs of 
Dec:1s1or1 rvbker 

• Knowleclge 
• Ability 
• Motivation 

Strategies to Select 
a Solution 
• Aided-analytic 
• Unaided-anlytic 
• Nonanalytic 

Figure 23: A Contingency Model for Selecting a. Solution 

Characteristics of the Decisloo I:ask: This set of contingency factors reflects the demands and 
constraints a decision-maker faces. In general, the greater these demands and constraints, the 
higher the probability that an aided-analytic approach will be used. These characteristics are 
divided into two components: those pertaining to the specific probiem and those re lated to the 
general decision environment. 

Table 18: Contingency Relationships in Decision-making 

I. Analytic strategies are used when the decision problem is unfamiliar, ambiguous, complex, 
or unstable. 

2. Non-ans.lytic methods are employed when the problem is familiar, straightforward, or 
s table. 

3. Assuming there are no monetary or time constraints, analytic approaches are used when 
the solution is reversible and .significant, and wben the decision-maker is accountable. 

4. Non-anaJytic strategies are used when the decision can be reversed and is not very 
significant. or when the decision-maker is not held accountable . 

5. As the probability of making a correct decis ion goes down, analytic strategies are used. 

6. As the probability of making a correct decision g.oes up, non-analytic strategies are 
employed. 

7. Time and money constraints automatically exc.lude some strategies from being used, 

8. Analytic strategies are more frequently used by experienc.id and educated decision-makers. 

9. Non-analytio approaches are used when the decision-maker lacks knowledge, ability, or 
motivation to make a good decision. 



Unfamiliar, ambiguous, complex, or unstable problems are more difficult to solve and typically 
require more sophisticated analysis. 

The environment also restricts the type of analysis used. For instance, a recent study of 75 MBA 
students revealed that they purchased and used less information for decision-making as the cost 
of infonnation increased. In contrast, they purchased and used more information when the3/ were 
rewarded for making good decisions. These results suggest tharboth the cost of infonnation and 
one's accountability for a decision affect the type of analysis used to solve a problem. Moreover, 
time constraints influence selection of a solution. Power decisions are bound to be made in the 
face of severe time pressure. 

Characteristics of the ()(,,cision-Maker: [n the present context, knowledge, ability, and motivation 
affect the type of analytical procedure used by a decision-maker. In general, research supports 
the prediction that aided-analytic strategies are more likely to be used by competent and motivated 
individuals. 

Contingency Relationships: There are many ways in which characteristics of the decision task 
and decision-maker can interact to influence the strategy used to seJect a solution. In choosing a 
strategy, decision-makers compromise between their desire to make correct decisions and !.he 
amount of time and effort they put into the decision making process. Figure 23 List.s contingency 
relationshi-ps that he lp reconcile these competing demands. As shown in this table, analytic 
strategies are more Likely to be used when the problem is unfamiliar and irreversible. In contrast, 
non-analytic methods are employed on familiar problems or problems in which the decision can 
be reversed. 

Escalation of Commitment: Escalation situations involve circumstances jn which things have 
gone wrong but, where the situation can possibly be turned around by investing additional time, 
money or effort. Escalation of commitment refers to the tendency to stick to an ineffective course 
of action when it is unlikely that the bad situation can be reversed. Personal examples include 
investing mo_re money into an old or broken car, waiting an e,uremely long time for a bus to take 
you somewhere within an easy walking distance, or trying to save a disruptive interpersonal 
relationship that has lasted 10 years. 
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Figure 24: A Model of Escalation of Commitment 

PsycbologicaJ and Social Determinants: Ego defense and individual motivations are the key 
psychological ,;ontributors to escalation of commitment. Indiv.iduals "throw good money after 
bad'' because they tend to ( l ) bias facts so that they support previous decisions, (2) take more 
risks when a decision is stated in negative tenns (to recover l osses) rather than positive ones (to 
achieve gains), and (3) get too ego involved with the project. Because failure threatens an 
individual's self-esteem or ego, people tend to ignore negative signs and push forward. 
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Social pressures cao make it difficuJl for a manager to reverse a course of action. For instance, 
peer pressure makes it difficult for an individual to drop a course of action when he or she publicly 
supported it in the past. Further, managers may continue to support bad decisions because they 
don't want their mistakes exposed to 9thers. 

Organizational Detetminants: Breakdown i.n communications, workplace politics, and 
organizational inenia cause organizations to maintain bad courses of action. 

Project Characteristics: Project characteristics involve the objective features of a project. They 
have the greatest impact on escalation decisions. For example, because most projects do not reap 
benefits until some delayed time period, decision-makers are motivated to stay with the project 
until the end. Thus, there is a tendency to attribute setbacks to temporary causes that are 
correctable with additional expenditures. 

Contextual Determinants: These causes of escalation are due to external political forces outside 
an organization's control. 

Reducing Escalation of Commibnent: It is important to reduce escalation of commitment because 
it leads to poor decision•making for both individuals and groups. Barry Staw and Jerry Ross, the 
researchers who originally identified the phenomenon of escalation, recommended several ways 
to reduce it: 

• Set minimum targets for performance and bave decision-makers compare their perfonnance 
with these targets. 

• Have different individuals make the initial and subsequent decisions about a project. 

• Encourage decision-makers lo become less ego-involved with a project. 

• Provide more frequent feedback about pm_:. - ,.;ompletion and costs. 

• Reduce the risk or penalties of failure. 

• Mak.e decision-makers aware of the costs of persistence. 

Although a few studies have supported some of these recommendations, additional research on 
the cause and reduction of escalation of commitment is needed. 

SUMMARY 

There are two types of managerial decisions: program.med and non-program.med'. Programmed 
decisions are repetitive and routine. Non-programmed decisions are novel, unstructured, and 
tend to have important consequences. To make these decisions, managers rely on judgment, 

intuition, and creativity. 

The rational decision-making mvdel consists of identifying the problem, generating alternative 
solutions, evaluating and selecting a solution. and implementing and evaluating the solution, 
Research indicates that decision makers do not follow the se.ries of steps outlined in the rational 

model. 

Simon's nonnative model suggests that decision making is characterized by (1) Limited informaiion 

processing, (2) the use of rules of thumb or short-cuts, and (3) satisficing. 

In a garbage can model decisions result from interaction among four independent streams of 
events: problems, solutions, participants, and choice opportunities. 

The choice of a strategy depends on the characteristics of the decision task and the characteristics 
of the decision makers. In general. the greater the demands and constraints faced by a decision 
maker, the higher the probability that an aidc;d analytic approach will be used. Aided analytic 
strategies are more l ikely to be used by competent and motivated individuals. 
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Decision-Making: Decision-making is a means to an end. It entails identifying and choosing 
alternative solutions that lead to a desired state of affairs. 

Rational Model: This model proposes that managers use a rational four-sequence when making 
decisions. 

Simon1s Normative model: This model attempts to identify the process that managers actually 
use when making decisions. 

Garbage Can Model: According to this model decisions result from a complex interaction 
between four independent streams of events; problems, solutions. participants and choice 
opportunities. 

REVIEW QUESTIONS 

I. Is decision-making a process or an outcome? Why or why not? 

2 What are the kind of decisions that a manager has to make? What are the techniques/ 
models he applies in reaching such a decision? 

3. What is the garbage can model? 

4. Decision making is both science and an art. Elucidate. 
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CHAPTER 

11 
UNDERSTANDING AND MANAGING GROUP 
PROCESSES 

LEARNING OBJE CT I VES 

After studying Lhis chapter, you should be abJe to: 

• Explain the terms formal organization and informal organization. 

• Analyze the importance and relevance of both. 

• Bring out the concept of group dynamics. 

• Identify and describe the four types of work teams. 

• Enumerate the usefulness of quality circle.s. 

• Highlight !he purpose of t¢am building. 

INTRODUCTION 

Formal organization which refers lo the slructur •1· well-defined jobs, each bearing a definite 
measure of authority, responsibility and accountability, is not capable of accomplishing 
organizational objectives all alone. It needs the help of informal organization for this purpose. 1n 
other words, informal organization which does not appear on the organization chart supplements 
the formal organization in achieving organizational 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 organization 
and to use them for achievi.ng organizational objectives. In this chapter, an attempt has been made 
to study the behaviour of informal groups which develop automatically along with the formal 
organizatic;m. 

FORMAL ORGANIZATION 

Chester I. Barnard defined formal organization as ''a system of consciously coordinated activities 
or forces of two or more persons". A formal organization is deliberately designed to achieve some 
particular objectives. It refers to the structure of well-defined jobs, each bearing a definite measure 
of authority responsibility and accountability. The structure is consciously designed to enable 
the organizational members to work together for accomplishing common objectives. The individual 
must adjust to the formal organi21ation. It tells him to do certain things in a specified manner, to 
obey orders from destgned individuals and to cooperate with others. Co-ordination also proceeds 
according to a prescribed pattern in the formal organization structure. 

The formal organization is built around four key pillars, namely: (i) division of labour, (ii) scalar and 
functional processes, (iii) structure and (iv) span of control. These may also be called the principles 
of formal organization. Division of labour and specialization is the basic principle of formal 
organization. The whole work is divided into a number of small operations and each operation is 
perfonned by a different person so that there is maximum specialization. The scalar and functional 
processes imply lhe growth of the organization both vertically and in the organization which 
ensures proper balance between different parts of the organization and secures the execution of 
all operations and the acltlevement of organizational objectives. The span of control refers to the 
number of subordinates directly reporting and accountable to one superior. · 



Characteristics of Formal Organization 

The salient features of formal organization are as follows: 

(i) Organization structure is Jaid down by the top management to achieve organizational goals. 

(ii) Organization structure is based on division of labour and specialization to achieve efficiency 
in the operations. 

(iii) Organization structure concentrates on the jobs to be performed and not the individuals 
who are to perfonn jobs. 

(iv) The organization does not tal<e into consideration the sentiments of organizational members. 

(v) The authority and responsibihty relationships created by the organization structure are to 
be honoured by everyone. The position in the organization hierarchy determines the relative 
status of the incumbent. 

Significance of F ormaJ Organization 

Formal organization is the basis of effective management o f any enterprise. It can help is achieving 
the following benefits: 

I. - Formal organization helps in determining the objectives of various departments and units. 
It facilitates the a11ainmem of organizational goals through the fulfillment of objectives of 
various departments. 

2. It facilitates optimum use of resources and new technological developments. 

3. lt clarifies authority and responsibility relationships which lead to better communication. 

4. There is clear-cut division of work among the departments and individuals. As a result, 
there is no overlapping of efforts. This will avoid wastage. of resources and conflicts between 
individuals. 

5. Formal organization creates a proper balance of activities of different departments. 

6. The creation of a chain of command from lop 10 bottom indicates avenues for promotion 
and the qualifications needed to hold a higher leveJ job. Employees are motivated lo work 
for personal .advancement. 

7. Fonnal organization brings about stability in the enterprise through procedures, policies, 
rules and regulations. The working of different departments continues despite the leaving 
of old employees and joining of new hands. 

INFORMAL ORGANIZATION 

Informal organization refers to the relationship between people in the organization based on 
personal attitudes; emotions, prejudices, likes, dislikes, etc. These relations are not developed 
according to procedures and regulations laid down io the formal c;,rganization structure; generally, 
large fonnal groups give rise to small infonnal or social groups. These groups m.ay be based on 
common taste, language, cultme or some other factor. These groups are not preplanned, but they 
develop automaticalJy through continuous interaction between people. 

Man is a social animal and cannot live without social interaction. Wherever people work or live 
together, they develop social relationships by becoming member of one or more informal groups. 
These infonnal groups are known as infom1al organization 1<.eilh Davis has described informal 
organization as a network of personal and social relations not established or retiui,ed by formal 
organization but arising spontaneously as people associate with one another. Jt is also known as 
'shadow organization' as it exists afong with tbe fomial organization. 

Characteristics of Informal Organization 

Generally, large fonnal groups give rise to small infonnal or social groups. These groups may be 
based on eorrunon taste, language, culture or some other factor. These groups are not pre-planned, 
They develop automatically within the organi~ation according to the nature of interaction between 
the members in the organization. The salient features of informal organization are as foJl.ows: 

(i) InformaJ relations are unplanned. They arise spontaneously. 
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(ii) Fonnation of infonnal organization is a natural process. 

(iii) Infonnal organization reflects human relationships. 

(iv) Infonnal organizations are based on common taste, problems, language, religion, culture, 
etc. 

(v) The membership of infonnal organizations is voluntary. At the same time, a person may be 
a member of a number of infonnal groups. Thus, there can be overlapping in these groups. 

Significance of Informal Organization 

The importance of infonnal organization arises from lhe functions perfonned by informal groups. 
The important functions of informal organization are as under: 

(i) It serves as a very useful channel of commurucation in the organization. The informal 
communication is very fast. 

(ii) lt blends with the formal organization to make it more effective. 'It gives support to the 
formal organization. 

(iii) The infonnal leader lightens the burden of the formal manager and tries to fill in the gap in 
lhe manager's abilities. 

(iv) Informal organization gives psychological satisfaction to the members. They get a platform 
to express their feelings. 

(v) The presence of informal organization encourages the manger to plan and act carefully. 
Thus, informal organization supports and supplements the formal organization. 

Is Informal Organization Necessary 

Modem authors on organization behaviour view organization as consisting of both types of 
relationships, i.e., fonnal and infoonal. It is true that while laying down an organizational design, 
management can only develop foonal structure of relationships but organization is not only a 
fonnal chart or structure of relationship. Fonnal organization, no doubt, is an important part of the 
organization. But infonnal organization is also not less important. If handled properly, it will help 
in perfonning the activities of the organization very efficiently and effectively. The role ofinformal 
leaders and groups bas been discussed later in the chapter. In short, informal relations are 
complementary to fonnal relations and procedures laid down in the organization. Both formal and 
informal organizations are necessary for any group action just as two blades are essential to make 
a pair of scissors workable. 

The management should not look down upon the informal organization as it arises spontaneously 
along with the formal organization and fills in some of the vital gaP,s in the formal organization. It 
may be noted that fonnal organization is unable to meet all the needs (e.g., affiliation, affection, 
esteem, etc.) of its members. Management can fulfil these needs of the workers by encouraging 
healthy interaction among informal groups and their members. Also, informal organization provides 
a buffer to absorb the shock of tensions and frustrations among the members as a result of formal 
organizational principles. 

Informal organization may act to fill in gaps in a managers abilities. For instance, if a manager is 
weak in planning, one of his subordinates may informally help him in such a situation. Management 
may also make use of infonnal group leaders by taking them into confidence to mediate as bridges 
of understanding ~tween the management and the employ·ees. Shartle has rightly said, "Informal 
structure is one index of the dynamics of getting work done and it appears that, for efficiency, it 
will necessarily deviate from the formal strucLUre". Therefore, management should adopt a positive 
attitude towards informal organization. It should use it along with formal structure to make a 
workable system for achieving the organizationaJ objectives. 

Comparative Study of Formal and Informal Organization 

The formal and informal organizations differ from each other in the following respects: 

(i) Origin: The reasons and circumstances of both formaJ and infonnal organizations are 
totally different. Formal organizations are created by conscious manageriaJ decisions. But 
informal organizations arise naturally within the formal organization because of the tendency 



of the individuals to associate and interact. Management has no hand either in emergence 
or in winding up of informal groups. 

(ii) Purpose: Fonnal organizations are created for realizing cenain weLI defined objectives. But 
infonnal groups are created by organizational members for their social and psychological 
satisfaction. There may be a confljct between the goals oftbeformal organization and those 
of infonnal groups. 

(iii) Activities: Activities in case of fonnal organization are differentiated and integrated around 
the objectives of the enterprise and are formalized into work units or departments on a 
horizontal basis. lnd.ividuals are place on jobs and positions and work-groups as a result of 
managerial decisions. In case of infonnal organization, there are no specific activities. They 
arise from lime to time as a result of interactions and sentiment'! of the individuals. Informal 
groups may be based on common taste, language, culture or some other factor. 

(iv) Structu.re: Formal organization is hierarchical, pyramid shaped and_bureaucratic in structure 
with well-defined positions, rigid delineation of roles aod superior-subordinate relationships 
on impersonal basis, enforcement of organizational order through a set of policies, 
procedures, and rules, conscious e mphasis on status differentials based on authority, 
narrow and downward oriented communication system, etc. On the other hand, informal 
organization is uncharitable; it looks like a complicated and common social network of 
interpersonal relationships. Infonnal organization is loosely structured with only unwritteo 
norms of behaviour enforced by mutual consent. Communication is informal and multi­
directional. There are no rigid stallls differentials. 

(v) Membership: In a fonnal organization, every individual belongs to one work group only 
and works under one ~uperior. But in case of inf ormaJ organization, one person can be a 
member of more than o.ne group according to his choice. He may be a leader in one group 
and a member in another. There is no rigiwty about group membership. 

(vi) Orientation: In case of formal organization, values, goals and tasks are predominantly 
economic and technical and they concern productivity, profitability, efficiency, survival 
and growth. But in case of informal organization, values, goals and tasks are mainly psycho­
social. setting around individual and group satisfaction, affiliation, cohesiveness and 
friendship. 

(vii) Norms of Behaviour: In a formal organization, individuals are required to behave in the 
prescribed manner in I.heir work situations. They are expected to behave fo a rational manner. 
Deviations from the standard norms are dealt with according to the processes of 
organizational law and order. There is also a system of rewards and punishments. But in 
case of infonnal organization, individual behaviour and group behaviour influence each 
other. Behaviour is more natural and social. Interactions cut -across formally established 
positions and relationships and there is free exchange of feelings and ideas. An infonnal 
organization develops its own norms of behaviour and a system of rewards and punishments 
to ensure adherence to group norms. 

GROUP DYNAMICS 

Social needs are among the most powerful and compelling on-the-job motivating forces. In order 
to fulfil their social needs, workers form small groups on the job itself. It was revealed by Hawthorne 
experiments that people behave as members of a group and their membership of group helps 
shape their work behaviour and attitudes towards the orgaru.~"Stion. Management can use groups 
successfully for the accomplishment of organizational objecthes. According to Liken, an 
organization will function best when its personnel function not as individuals but as members of 
highly e ffective work-groups with high performance goals. 

The social process by which people interact face .. to-face in small groups is called group dynamics_ 
Group dynamics is concerned with the interaction of individuals in a face-to~face relationship. It 
focuses on teamwork wherein small groups are constantly in contact with each other and share 
common ideas to accomplish the given tasks. The group develops its goals clearly and furnishes 
suggestions to its members for the accomplishment of goals. Every group chooses its leader 
(who may be called informal leader as he is not recognized in the fonnal organizatJ.onal structure) 
who may effectively coordinate the group efforts towards the accomplishment of its objectives. 
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Table 19: .Formal Organization vs. Informal Organizatio n 

Basis Formal Organization Informal organization 

I. Objectives It is consciously created to achieve pre- It has no predetermined objectives. IL is 
determined objectives. created because of integration among 

people in the formal organiz31ion. 

2. Structure It is an officilll hierarchy of relations. Its structure is based on human emotions 
It refers lo the structure of well defined and sentiments. Lt refers to the personal 
authority and responsibility relationships. relationships wh1cl) develop automatically 

when people work together. 

3. Formation Fonnal relations are well planned and Informal relations are unplanned and they 
are ct.eated deliberately. originate automatic;ally. 

4 . Chain of formal organization follows the official Informal organization does not have a 
Command chain of command which can't be cban- fixed chain of command. lt is based on 

ged. Communication has to follow for• command. It is based on the sentiments-
maJ channels, of the members. There arc no ·fix.ed ph1tems 

of communication. 

5. Stability Pormol organization is usually stable. h lnfonnal organization does not last so 
continues 1.0 exisr even if some membecs long. Tbe life of uifo111Lal groups is 
leave it. generally short. They can dislotegrate 

if some members leave the organization 
or even get transferred Lo some Other 
department. 

6. Authority Fonnal authority is institutional, i.e., lnformat-authorltrts personal i.e., it 
attaches to a position and a person attaches to a person. It nows clownward, 

exercises it by virtue of bis position. upward and bori2.ontally. Formal authority 
Formal authority Oows downward as it is replaced by infonnal influence. 
is delegated. 

7. Leadership The m11nagers who have formal authority Informal leader~ are not appointed, but 
provide leadership to the workers. chosen by the group membe{S. 

8. Human Formal organization reflects technology- Infortnal organization reflects human 
Relations cal. aspect of tbe organization. It does aspect. It is based on the attitudes, likes 

not take care of human sentiments. and dislikes, ta~,e.~. languages. etc., of 
people. 

9. Flexibility It allows a rigid structure of rolatlonships. It Is loose!y structt.l{ed and is bigbJy flexible 
The lines of communication and flow of in nature. Communication is quite free as 
authority are predecided. there are no barriers 10 downward, upward 

or hotizonral communicarion, 

I 0 . Pattern of It has a prescribed pattern of behaviour ii develops social ourms of behaviour 
Behaviour for its members. There is a system of re- through mutual consent. Rewards include 

ward and punishment to regulate the satisfaction, social esteem, recognition, 
behaviour of members. etc. and p.unishJnents includes ce.nsure, 

isolation, boycott, etc. 

In order to be called a group. an aggregation of persons must satisfy the following conditions: 

(i) People must interact with one another. 

(ii) People must be psychologically aware of one another. 

(iii) People should perceive themselves to be a group. 

Thus. mere interaction among the people is not sufficient to be called a group. They should be 
aware of one ano ther and perceive the existence of a group. If we apply these tests, many 
aggregations of people will not qualify as groups. Some illustrations are: people sitting in a 
cinema hall and people waiting for a bus at a bus stop. However, a family is treated as a group as 
it satisfies all the above tests to a large extent. 

Reasons of Formation of Informal Groups 

Workers fonn or join small infonnal groups for the following reasons: 

1. Companionship: The need for relationship with other people is one of the strongest and 
most constant of human drives. One can express his feelings onl:y through companionship. 
Many research studies have indicated that the employees who have no opportunity for 
close.social cont.acts find their work unsatisfying ahd this lack of satisfaction often reflects 
itself in low productivity and high rate of absenteeism and turnover. Elton Mayo observed 
that lhe eynployees in a textile plant who worked al isolated j obs were hjghly dissatisfied 
and consistently failed to meet production standards and staggered rest period helped a 



Jittle. But when the company pennitted these workers to take rest period as a group, 
production and satisfaction both increased. 

2. Sense of identification: Workers get more identified in small groups, and so smaJI groups 
tend to enjoy high morale. Employees worlcing in large departments where everybody does 
the same type of job, find it hard to form stable sociaJ groupings and so they have low 
morale. 

3. Source of information: lnformal group is a source of information to its members. lnfonnal 
communication is every fast. A piece of information available to a member will reach nearly 
all the members of the group in a short span of time. The group may develop a special code 
or language for speedy communication. Psychological barriers to communication are also 
overcome by the group. 

4. Job satisfaction: The group's solution to a problem may be different from what management 
expects and it may even be more efficient. Red tapism is eliminated, short-cuts are evolved 
and informal channels of communication are established to cut across department boundaries. 
By the same token, work groups may also facilitate job satisfaction. Many jobs which 
appear superficialJy dull and routine are made interesting by the group and spontaneity is 
encouraged and protected by the group. Certain jobs can be done by isolated workers, but 
worlcing as a group often results in higher motivation of the individuals. 

5. .Protection of members: Groups help to protect their members from outside pressures. 
Groups often resist management's demands for additional output, increased working hours, 
a higher quality. But dynamic organizations have a tendency to introduce changes in work 
methods and routines at a faster rate than .individuals can adjust to them. Toe speed at 
which these changes are introduced can be materially altered by a determined work-group. 
Without a sense of group allegiance. individual workers may behave in ways which incite 
their fellow workers. Group members often agree not the level of output that each will put 
forth so that no member may outperfom1 the others. 

6. Outlet for Frustration: An individual may be faced with several problems relating to his 
family life and work life. Attimes, he feels tremendous stress in life and gets fr.ustrated. Ifhe 
shares his feelings and anxieties with someone, his tension is released to a great extent. The 

~.. social relations provide an important outlet for frustration. An informal group, as a matter of 
fact, serves as a safety valve which helps release tension and frustration and checks the 
mental breakdown of the individual. Organizations that lack this outlet sometimes rely on 
the expensive system of employee counselling in which outsiders hear employees' problems 
and advise them accordingly. 

7, Perpetuation of Cultural Values: Sometimes, groups are fonned by individuals belonging 
to a common cultural background. Such people can preserve their cultural identity and also 
feel a sense of security by associating with those pursuing the same cuJniraJ values and 
social norms. Maintenance of cultural values will also provide them psychological 
satisfaction. 

8. Generation of New Ideas: fnf ormal groups are a breeding ground for new ideas as they 
provide a supportive environment in which the members can engage themselves in creative 
thinking. Quality circles in Japan are an important example in th.is regard. Under quality 
circles, workers meet periodically and discuss problems relating to quality and come out 
with new ideas to solve the problems. 

Importance of Small Groups to the Organization 

lnfonnal groups are important not only from the point of view of their members, they have a great 
utility from organization's point of view also. They help the organization in better administration 
by performing the fo]Jowing functions: 

l. Filling in Gaps in Manager's Abilities: Informal organization may act to fill in gaps in a 
manager's abilities. For example, if a manager is weak in planning, one of his subordinates 
may help him informally in such a situation. 

2 Solving Work Problems: Informal organization helps fo solving the work problems of 
members. lt allows sharing job knowledge and taking decisions which affect a number of 
jobs. 
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3. 

4. 

Better Coordination: Informal groups evolve short-cuts and eliminate red tapism. They 
facilitate smooth flow of infonnation and quick decision making. AJI these ensure better 
coordination among various individuals and departments. 

Channel of Communication: Wormal groups acl to fill up the communication gaps which 
might arise in the organization. Informal communication cuts across the hierarchical and 
departmental boundaries and transmits infonnation with greater speed. Man!lgement can 
use infonnal channels to share information with the workers and get their reaction to 
management's proposals. Informal communication can be of great use to the organization if 
il is handled by the management properly. 

5. Restraint on Managers: Informal groups do not allow the managers to cross their limits. 
They restrict them from acquiring unlimited power and from using their power injudiciously. 

6. Better Relations: A manager can build better relations with his subordinates through 
informal contacts. 1-{e can consult the infonnal leaders and seek their cooperation in getting 
the things done from the workers. 

7. Norms of Behaviour: Infom1aJ groups develop certain norms of behaviour which differentiate 
between good and bad conduct and between legitimate and illegitimate activities. These 
bring discipline and order among the employees. 

8. Developing Future Executives: Wonnal groups recognize talented workers as their leaders. 
Such leaders can be picked by the management Lo fill vacancies at the junior executive level 
in the future. 

Problems Created by Informal Groups 

Informal groups have dysfunctional aspects too. They may create the following problems for the 
organization: 

I. Negative Attitude of Informal Leaders: The infonnal leader may turn out to be a 
troubleshooter for the organization. In order to increase his influence, he may work against 
the policies of management and manipulate the behaviour of his followers. Thus, he can be 
source of conflict between the management and the workers. He may induce the followers 
to work against the interests of the organization. If such a leader is promoted to the rank of 
an ex.ecutive, he may prove to be a work shirker and an arrogant and autocratic boss. 

2 Confonnity: The informal group ex.erts strong pressure on itS members for conformity. The 
members may become so loyal to their group that following the group nonns becomes a part 
of their life. This implies that members become subject to wilful control of the group leader 
who may lead the group toward selfish ends. This will lead to dilution of the effect of 
organizational policies and practices on the group members. 

3. Resistance to Change: lnformaJ groups generally have a tendency to resist change. Change 
requires group members to make new adjustments and acquire new sk.iUs. But groups want 
Lo maintain status quo. Sometimes, groups react violently to the proposed changes being 
brought by the management. This creates obstructions in implementing new ideas and thus 
organization's survival and growth. 

4. Rumour: Informal communication may give rise to rumours. This is not desirable from 
organization's point of view. Rumour originates for a number ofreasons. One cause is plain 
maliciousness, but it is probably not the most important. A more frequent cause is employee's 
aruuety and insecurity because of poor communication in the orgaaj_zation. Rumour also 
serves as a means of wish fulfillment for some employees or applying pressure upon 
management. 

Rumour tends to change as it passes from person to person. Its general theme may be 
maintained, but not its details. The rumour gets twisted and diswned always when it 
passes from one mouth to another.The message gets its own head, tail and wings on its 
journey and swells up proportion'atelv In nn exaggerated shape. Thus, rumours may prove 
to be very dangerous for the orgEll)iW'i,-.-

5. Role Connict: Every member oi\fue infonnal group is also a member of the fonnal 
organization. Sometimes, there may be role conflict because what the infonnal group requires 



of a member is just the opposite of what is expected of him by the fonnaJ organization. In 
such a situation, group members may confonn to their social nonns. And if an individual 
member wants to follow the formal instructions of his boss, he may be snubbed by the 
infonnal leader and compelled to conform to informal group norms. Thus, organization 
interests are likely to suffer in case of conflicts between formaJ and infonnal roles. 

How to deal with Informal Organization 

According to Keith Davis. "Beneath the cloak of fonnal relationships in every institution, there 
exists a more complex system of social relationships cal.led infonnal organization". Creation of 
informal organization is a universal process as man is a social animaJ and he can't live in isolation. 
People fonn informal organization on the basis of common interests. preferences. tastes, religion, 
etc. 

Some people do not favour the recognition of infonnal organizations by the management because 
they feel that infonnal organizations can create problems for the management by spreading rumours 
and resisting introduction of change. But it should be noted that management cannot eliminate 
the informal groups because it d.oes not create them. The best course for the management is to 
use the informal groups in the achievement of organizational objectives. For instance, infonnal 
communication is very fast and can break the barriers of the fonnal communication. Management 
can use informal communication for getting acceptance to its policies. H ence, manr .,ement should 
not consider informal organization hostile to formal organization. Both types of relationships are 
necessary for any group action such as two blades are essential to make a pair of scissors 
workable. 

The info(lll3} groups have both functional and dysfunctional aspects. Though, they supplement the 
formal structure, they have also the potential of creating problems for the management. The 
management cannot wish away the existence of informal groups. The effective way of dealing with 
informal groups is to identify groups and their goals and leadership and to seek their cQOperation for 
the realizations of organizational goals. The following guidelines will enabJe the mahager to make 
effective use of small groups in the organization: 

l. The infonnal groups operating in the organization should be identified and their existence 
recognized. 

2 The patterns of infonnal communication should be analyze<! carefully.' To know the sources 
of misinfonnation, rumour, etc. an enlightened manager can use infonnal channels to plug 
the loopholes of the formal communication system. Infoanal communication is very fast 
and ensures speedy transmission of information. It is the duty of every manager to see that 
informal coinmunication does not prodoce rumour. But if a rumour spreads, it should be 
checked immediately by transmitting correct information and controlling the sources of 

rumour. 

3. The management s)10uld try to achieve an equilibrium between formal and informal 
organizations. Conflicts between the two should be avoided through two-way 
communication with he group and their leaders. 

4. Often the leader of the infonnal organization gains and maintains the recognition of its 
members by working with management or against management. Knowing and understanding 
the informal leadership can be exnemely useful to a manager. He can build favourable 
relationships with informal leaders in several ways. He can consult the leaders and seek 
their advice on technical matters and human relations problems. He can seek their assistance 
and cooperation in orientation of new members and training them to become competent 
workers. Open. two-way communications can be encouraged on a continuing basis for 
mutual benefit. A manager must be careful not to reduce the status of the informal leader in 
the eyes of his constituents. 

5. The management should attempt to integrate the interests of informal groups with the 
objectives of the formal organization. If this could be achieved, much of the roJe conflict 
would be avoided. 

6. The desirable patterns of infonnal relationships may be incorporated into the formal structure. 
This will make the organization strong. 
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7. Infonnal group must be taken into confidence whenever a change in work methods is to be 
introduced in the organization. Tl is easier to introduce a change when group nonns are 
changed. For overcoming resistance to change on the part of the groups, the management 
must share complete infonnation about the change with the groups and try to persuade 
them to accept change by convincing them of the benefits of the said change. 

To sum up, informal groups can be used constructiv.e ly for attainment of organizational goals. If 
the interests and goals are integrated with the company's, the groups wiU work for the company 
objectives rather than against them. The manager's responsibility is to do all he can do to effect 
tlus integration so that the formal organization and informal groups will mesh instead of clash. 
This is effective management and its overall result is that the informal organization would 
supplement the formal organization. 

GROUP COHESIVENESS 

By group cohesiveness we mean the degree of attachment of the members of a group. The greater 
the degree of attachment, the greater is the likelihood that all the members will conform strictly to 
the group standards and greateI the likelihood that its leader will represent the feelings of all 
members. Cohesive groups are more powerful and are more Likely to act in unison when their 
expectation do not come to be realized. 

The degree of group cohesiveness is determined by the following factors: 

i. Nature of the Group: Heterogeneous groups (whose members have different interests and 
backgrounds) are often less effective in promoting their own interests than groups whose 
members are homogeneous. Homogeneous groups, whose members are alike on such factors 
as age, eduction, status, experience, background, etc., are better when the task or goal 
requires mutual cooperation and conilict-fre,e behaviour. For examp1e, where people with 
sharp differences in their scales of pay and job responsibilities work near one another, the 
resulting informal group is ge_nerally less cohesive. 

cL Location of the Group: Location of the group plays an important role in determining 
cohesiveness. Particularly, isolation from other groups of workers tends to build high 
cohesiveness. Where there is no dividing line between one group and another, cohesion is 
more difficult to achieve because a chain of interactions develops, but little group solidarity. 
Where members of a gJUUp are located close together and are in isolation from other groups, 
they will develop greater cohesiveness because of constant face-to-face interaction. 

iii. Status of the Group: Status of a group determines the degree of group cohesiveness to a 
great extent. A high status group receives greater loyalty from its members which in tum 
makes the group more strong. That is why people are geoeraUy more loyal to high starus 
groups. 

iv. Communication: Groups whose members are located close together and can interact 
frequently and easily are likely to be more cohesiveaod effective than those whose members 
are scattered. Such groups tend to develop their own language a symbol Jnd codes to 
communicate with the group members. Even scattered groups, like maintenance crews. may 
become tightly knitted if the technology of work requires or permits them to interact 
frequently with one another. In fact, one of the determinants of group cohesion is the speed 
with which message can be transmitted through the group, 

v. Size of the Gi:-oup: The effective group is relatively small. SmaU groups are more cJosely 
knitted than large ones. When the group is small, its members have constanl face-to-face 
contacts. So itis easier to have close relationship with all the members of a small group than 
witb all the members of a large one. 

vi. Autonomy: A group may be-dependent or independent of other groups and, thus, will have 
a different structure. When each member of a group has independent and different activities, 
the cohesiveness among members of the woup will be less as compared to the group 
whose members are doing the oper3tions which are dependent upon each other. 

vii. Leadership Style: ThedifferentsLyl:!s ofJeadership influence group cohesiveness differently. 
An effective leader keeps the mernbers of the group close together by helping them satisfy 
their social needs. 



viii. Outside Pressure: Groups provide security for the individual members from pressures 
from other groups. The group members work together when they are threatened by a 
common danger, e.g., a group of employees may forget their personal differences and also 
ranks against a new supervisor who is regarded as a threat to the group. It may also happen 
that the group is unable to bear the excessive pressure and cohesiveness cannot be created 
to withstand the pressure from out$ide. 

ix. Management Behaviour: The behaviour of management also has an influence on the degree 
of cohesion that exists within a group. By creating competition among employees and by 
constantly comparing one employee, with another, a manager may make close relations 
difficult. A manager can build solidarity by rewarding cooperative behaviour. He can utilize 
group cohesiveness for achieving the goals of the enterprise if he can provide good 
leadership to the group. 

GROWING REALIZATION OF TEAMWORK 

Teams and teamwork are popular tenns in management circles these days. A cynic might dismiss 
teamwork as just another management fad or quick-fix gimmick. But a close look reveals that much 
more than catchy buzz words are involved here. The team approach to managing organizations is 
having diverse and substantial impacts o.n organizations and inctividuals. Teams promise 1-0 be a 
cornerstone of progressive management for the foreseeable future. According to management 
expert Peter ()ruck.er, tomorrow's organization's will be flatter, information based, and organized 
around teams. This means managers will need to polish their team skills. General Electric's director 
of corporate management development., James Baughman, puts it this way: "The people who will 
excel will be those who can build a team and integrate it with other teams." Examples of the trend 
toward teams and teamwork abound. 

Hospitals, for example, are installing health care teams to control runaway costs, and improve 
quality of care. Team policing is a growing practice in public safety departments. Commercial 
airline pilots are attending team-building seminars to improve cockpit communication and 
coordination skills. 

Like Thermos, Boeing has staked its future competitiveness on teams and total quality management. 

WORK TEAMS: DEFINITION, TYPES, AND 
EFFECTIVEN ESS 

Jon R Katzenbach and Douglas K Smith, management consultants at McKinsey & Company, say 
it is a mistake to use the tenns~group and team-intercbangeably. After studying many ctifferent 
kinds of teams,--from athletic to corporate to military-they concluded that successful teams 
tend to take a life of their own. Katzenbach and Smith define a team as "a small number of people 
with complementary skills who are committed to a common purpose, perfonnance goals, and 
approach for wbjcJl they hold themselves mutually accountable." Because of conflicts over 
power and authority an,d unstable rnterpersonal relations, many work groups never qualify as a 
real team. Katzenbach and Smith clarified the distinction this way: 'The essence of a team is 
common commitment. Without it, groups perform as individuals; with it, they become a powerful 
unit of collective performance.'' (see Table 20). 

When Katzenbach and Smith refer to "a small number of people'' in their definition, they mean between 2 and 
25 team merobe.is. They found effective teams to typically have fewer than l JO members. 

Table 20: The evolution of a Team 

A work group becomes ii team when: 

I . Leadership becomes a shared ac tivity. 

2 . Accountability shifts from s1ric1ly individual 10 both indjviduol ond collec tive. 

3. The group develops its own purpose or mission. 

4 . Problem--solving becomes n way of life, no t a part-time activi ty. 

S. Effectiveness is measured by the group' s collective outcomes and products. 

Under.;tanding and Managing 
Group Proce~ses 

145 



Management Process and 
Organizational Behavior 

146 

A GENERAL TYPOLOGY OF WORK TEAMS 

Work teams are created for various purposes and thus face different challenges. Managers can 
deal more effectively with those challenges when they understand how teams differ. A helpful 
way of sorting things out is to consider a typology of work teams developed by Eric Sundstrom 
and his colleagues. Four general types of work teams listed in Table 2l are (1) advice, (2) production, 
(3) project, and (4) action. Each of these labels identifies a basic purpose. For instance, advice. 
teams generall)' make recommendations for managerial decisions; less commonly do they actually 
make final decisions. In contrast, production and action teams carry out management's decisions. 

Four key variables in Table 21 deal with technical specialization, co-ordination, work cycles, and 
outputs. Technical specialization is low when the team draws upon members' general experience 
and problem-solving ability. It is high when team members are required to apply technical skills 
acquired through higher education and/or extensive training. The degree of co-ordination with 
other work units is determined by the team's relative independence (low coordination), or 
interdependence (high coordination). Work cycles are the amount of time that teams need to 
accomplish their missions. The various outputs listed in Table 20 are intended to illustrate real-life 
impacts. A closer look at each type of work team is in order. 

Advice Team.s: As their name implies, advice teams are created to broaden the infonnation base 
for manage.rial decisions. Quality circles, discussed ljiter, are a prime example because they facilitate 
suggestions for improvement from volunteer production or service workers. Advice teams tend 
to have a low degree of technical specialization. Coordination also is low because advice teams 
work pretty much on their owo. Ad hoc committees. (e.g., the annual picnic committee) have 
shorter li:fo-cycles than standing committees (~.g., the grievance committee). 

Production Teams: This second type of team is responsible for perfonning day-to-day operations. 
Minimal training for routine tasks accounts for the low degree ·of technical specialization. But 
.coordination, typically, is high because work flows from one team to another. For example, railroad 
maintenance crews require fresh infonnation about needed repairs from train crews. 

Project Teams:, Projects require creative problem-solving, often involving the application of 
specialized knowledge. The Boeing 777 team discussed earlier, for example, has a degree of 
technical specialization. It also requires a high degree of coordination among organizational sub­
units because it is cross-functional. A pharmaceutical research team of biochemists, on the other 
hand, would interact less with other work units because it is relatively self-contained. 

Action Teams: High specialization is combioed with high coordin.ation. Nine highly trained athletes 
specialized in defensive positions. But good defensive play is not enough because effective 
hitting is necessary. Moreover, Qoordin.ation between the manager, base runners, base coaches 
and the bull pen needs to be precise. So it is with airljne cocl..-pit crews, hospital surgery teams, 
mountain-climbing expeditions, rock music groups, labor contract teams, and police SWOT teams, 
among others. A unique challenge for actiQn teams is to exhibit peak perfonnance on demand. 

This four-way typology of work teams is dynamic and changing, not static. Some teams evolve 
from one type to another. Other teams represent a combination of types. For example, consider the 
work of a team at General Foods: "About five years ago the company launched a line of ready~to­
eat desserts by setting up a team of nine people with the freedom to operate like entrepreneurs 
starting their own business. The team even had to oversee construction of a factory with the 
technology required to manufacture their product" This particular team was a combination advice-­
project-action team. In short, the General Foods team did everything but manufacture the end 
product themselves (that was done by production teams). 

1. If you are a member of a Work Tham then out of the four types of work Team which Team 
do you want to belong and give the Reason and Also Explain the other 3 Work Team? 



Table 21: Four General Types of Work Teams and Their Outputs 

Types & 
Examples 

Degree of 
Technical 

S pecia lizali.oo 

Degrees of 
Coordination 

wilh other 
Work units 

Work Cycles Typical Outputs 

Advice 
Commiuees 
Review panels. boards 
Quality circles Employee 
involvement groups 
Advisory councils 

Production 
Assembly teams 
Manufacturing crews 
Mining teams 
Flight attendant crews 
Data processing groups 
Maintenance crews 

Project 

Low 

Low 

Research groups High 
Pl.anning teams 
Architect teams 
Engineering teams 
Development teams 
Task forces 

Action 
: SporlS team High 

Entertainment groups 
Expeditions 
Negotiating teams 
Surgery teams 
Coclcpil crews 
Military platoons and squads 

QUALITY CIRCLE 

Low 

High 

Low (for) 
1radi1ional 
units) or 
High (for 
cross-
functiollal 
units) 

High 

Work Cycles can be 
Brief or loog; one 
Cycle can be team 
life span 

Work Cycls typically 
repeated or 
continuous process; 
cycles often briefer 
than team life span. 

Work cycles typically 
differ for each new 
project: one cycle 
can be team life 
span. 

Brief per(ormance 
events, often 
reperued under 
new conditions, 
requiring extended 
training and/or 
PreparaLion 

Decisions 
Sleet ions 
Sugcstions 
Proposals 
Recommendntions 

Food Chemicals 
Components 
Assemblies 
Retail sales 
customer service 
Equipment repairs 

Plans, 
Design 
laves ligations 
Presentatlons 
Prototypes 
Reports 
Findings 

Combat missions 
Expeditions 
Con1racts, lawsl\its 
Concerns 
Surgical operatons 
Competitive events 

The concept of Quality Circle emerged from quality control. Quality circles are quite popular in 
Japan. Looking at their success, many organizations in USA and India have also attempted to 
implement quality circles. It should be noted the quality circles provide a future-oriented approach. 
They seek ttigh quality products in the current production run and in the future. 

A quality circle is a small group of employees doing similar or related work who meet regularly to 

identify. analyze and solve product-quaHty problems and to improve general operations. 

The quality circles are relatively autonomous units (ideally about 10 workers), usually led by a 
supervisor or a senior worker and organized as work units. The workers, who have a shared area 
of responsibility, meet periodically to discuss, analyze and propose solutions to ongoing problems. 

Some typical efforts in improving production methods and quality involve reducing defects, 
scr.i.p, rewot:k, and downtime, which are expected to lead to cost reduction as well as increased 
productivity. In addition, the circles intend to focus, attention on the self-development of workers 
and the improvement of wodtlng conditions. Through this process, there is improvement of 
workers' morale and motivation, stimulation of teamwork, and recognition to l.h~ir achievements. 

The technique of quality circle has been refined over the years. It is now followed to achieve the 
following objectives: 

l. Overcall jmprovement of quality of products manufactured by the enterprise. 

2 

3. 

Improvement of production methods and productivity of the enterprise. 

Self.development of the employees who take part in quality circles. 
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4. Encouragement of innovative ideas among the employees. 

5. Building high morale of employees by developing team-work in the organization. 

Benefits of Quality Circles 

Quality circles are supposed to bring the following benefits for the organization. 

I. Formation of quality circles in Japan and other countries has helped in bringing out several 

innovations and changes. 

2. Quality circles have proved to be a valuable tool for increasing productivity, improving 

quality and increasing workers' job satisfaction. 

3. Membership in a circle means a participative environment that provides identification with 
work-group. Participation encourages co{I111Utment of the employees in producing quality -

products. Through quality circles, every one becomes involved with the operation of the 
company. Everyone from top to bottom works towards a single goal, i.e., success through 
qualjty. 

Introducing Quality Circle in an Organization 

Quality circle is a new concept and iis introduction may cause some resistance on the part of the 
employees. Therefore. before introducing quality circle, all precautions must be taken as in case 
of any organizational change. The steps in the introduction of quality circle are briefly discussed 
below: 

1. Selling the Idea of Quality Circle: The workers must be educated the need and significance 
of quality circle from the point of view of the organization and the workers. TI1e scope of 
quality circle should also be adequately publicized. The workers should be allowed to clear 
the.ir doubts about quality circle. Attempt should be made to seek their voluntary cooperation 
in implementing quality circles in the organization. The management may also arrange for 

some kind of train1ng of the employees who want to fonn quality circles. 

2 Constitution of Quality Circles: The employees should be encouraged to form quality 
circles by drawing members doing the same kind of wock. The membership of a quality circle 
should not exceed ten to twelve members. The infonnation about the constitution of a 
quality should be made available to the top management. 

3. Analysis of Quality Problems: The members of a quality circle are supposed to meet 
periodically, say once a month. They would collect data and analyze the same. Past records, 
employees suggestions, customers suggestions are very important io this regard. This will 
lead to identification of the problems that hinder quality. 

4. Problem Solving: The members of a quality circle will discuss the problems thoroughly and 
make a list of possible solutions. The merits and demerits of each solution will be evaluated. 
The final decision will be taken by the consensus of all members. 

5. Presentation of Suggestions to the Management: The suggestions for improving the quaJjty 
are put in writing and forwarded to the management. Top management may fonn a committee 
to evaluate the suggestions of different quality circles in the organizatfon. The committee 
may also meet the members of the quaJjty circles, if it has any doubt. The final re port will be 
prepared by the committee. It will list the suggestions which must be implemented for 
improving the quality of goods and services. 

6. Implementation: Proper publicity should be given to the suggestions of quality circles 
which are being put into practice. This will motivate the employees as1they will feel importance 
of having contributed to well-being of the organization. The imple mentation of the 
suggestions should be properly monitored by the management so that the change over to 
new methods is smooth. 

Problems in Implementation of Quality Circles 

There are several pitfalls is quality circles. Despite their merits, they have failed in many companies. 
The common hurdles in initiating quality circles in India are as under: 

1. Negative Attitude: The. employees and even manager.s may have negative attitude towards 
the quality circle. Naturally, they will resists its implementation. The wrong notions of the 



2. 

3. 

4. 

l. 

people about quality circles should be c leared. They should be properly informed about the 
concept of quality circle and its utility. 

Lack of Ability: The workers in India have a low level of education. They also lack leadership 
qualities. To overcome this hurdle, Workers' Education Programme should be initiated. Ir 
must educate the workers about quality circle. 

Lack of Management Commitment: TI)e top management may not be committed to the 
concept of quality circle. The employees may not be allowed to hold meetings of quality 
circles during the working hours. The employees will be least interested in devoting their 
personal time to the quality circle. Therefore, the management should allow tl}e workers to 
hold quality circle meetings periodically during the working hours. It should extend the 
assistance required by the quality circles for their smooth working. 

Non-implementation of Suggestions: The workers wiU feel disheartened if their suggestions 
are turned down without any reason. The suggestions of each quality circle should be 
g iven due weightage. If they are likely to improve quality of products, they must be 
implemented. Th.is will enthuse the members of the quality circle. 

The reason why .Quality circle was introduced in an organization and What are the 
possible errors while implementing Quality Circle" · 

TEAM BUILDING 

Team building is a catch-all term for a whole host of techniques aimed at improving the internal 
functioning of work groups. Whether conducted by company trainers or outside consultants, 

team building workshops strive for greater cooperation, belier communication, and less 
dysfunctional conflict. Experiential learning techniques such as interpersonal trust exercises, 
contlict-handling role pJay sessions, and interactive games are common. 

Rote memorization and lecture/discassion are discouraged by team-building experts who prefer 

active versus passive learning. Greater emphasis is placed on how wor.k gtoups get the job done 
than on the job itself. Team building generally is carried out in the name of organization development 
(OD). The extensive use of team building appears to be justified. In a survey of human resource 
development managers from 179 Fortune 500 companies, team building reportedly was the most 

successful management technique. 

Complete coverage of the many team-building technjques would require a separate book. 
Consequently, the scope of our present discussion is limited to the purposes of team building, 
and the day-to-day development of self management skills. This foundation is intended to give 
you a basis for selecting appropriate team-building techniques from the many that you are Jikely 

to encountet" in the years ahead. 

The Purpose of Team Building/High•Performance Teams 

According to Richard Beckhard, a respected authority on organization deve.lopment, the four 
purposes of team building are: 

• To set goals and/or priorities. 

• To analyze or allocate the way work is performed. 

• To examine the way a group is wor.king and its processes (such as norms, decision malcing, 

and communication), 

• To examine relationships among the people doing the work. 

Trainers achieve these objectives by allowing team members to wrestle with a simulated or real­
life problem. Outcomes are then an.alyzed by the group to determine what group processes need 
improvement. Learning stems from recognizing and addressing faulty group dynamics. Perhaps 
one subgroup withheld key infonnation from another, thereby hampering group progress. With 
cross-cultural teams becoming commonplace in today's global economy, team-building is more 

important than ever. 
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A nationwide survey of team members from many organizations by Wuson Leaming Corporation 
provides a useful model or benchmark of what OD specialists expect of teams. The researchers' 
question was simply: What is a high performance team? The respondents were asked to describe 
their peak experiences in work teams. Analysis of the survey results yielded thefolJowing eight 
attributes of high performance teams: 

I. Participative leadership. Creating an interdependency by empowering, freeing up, and 
serving others. 

2 Shared responsibility. Establishing an environment in which all team members feel as 
responsible as the manager for the performance of the work unit. 

3. Aligned on purpose. Having a sense of common purpose about why the team exists and the 
function it serves. 

4. High communication. Creating a climate-of trust, and open, honest communication. 

5. Future focused. Seeing change as an opporrunity for growth. 

6. Focused on task. Keeping meetings focused on results. 

7. Creative talents. Applying individual talents and creativity. 

8. Rapid response. Identifying, and acting on, opportunities. 

These eight attributes effectively combine many of today's most progressive ideas on rnanagement: 
among them being participation, empowerment, service ethic, individual responsibility and 
development, self-management, trust. active listening, and envisioning. But patience and diligence 
are required. According to a manager familiar with work teams "high-performance teams may take 
three to five years to build". Let us keep this inspiring model of high performance teams in mind 
as we conclude our discussion of team-building. 

Developing Team Members' Self-Management Skills 

A promising dimension of team-building has emerged in recent years. tr is an extension of the 
behavioural self-management approach. Proponents call it self-management leadership, defined 
as the process of leading others lo lead themselves. Ao underlying assumption is that self­
management teams are likely to fail if team members are not expressly taught to engage in se!f• 
management behaviours. This makes sense because it is unreasonable to expect employees who 
are accustomed to being managed and then led to suddenly manage and lead themselves. A Key 
transition to self-management involves current managers engaging in self-management leadership 
behaviours. This is team-buildi.t)g in the fullest meaning of the term. 

Six self-management leadership bebav,ioµrs were isolated in a field study of manufacturing company 
organized around self-managed teams. The observed behaviours we.re: 

1. Encourages self-reinforcement (e.g., getting team members to pr-aise each other for good 
work and results). 

2. Encourages self-observation/evaluation (e.g., teaching team members to judge how well 
they are doing). 

3. Encourages self-expectation (e.g., encouraging team members to expect high performance 
from themselves and the team). 

4. Encourages self goal-setting (e.g., having the team set its own performance goals). 

5. Encourages rehearsal (e.g., get:ting team members to think about and practice new tasks). 

6. Encourages self-criticism (e.g., encouraging team members to be critical of their own poor 
performance). 

According to the researchers, Charles Manz and Henry Sims, this type of leadership is a dramatic 
departure from traditional practices such as giving orders and/or malting sure everyone gets 
along. Empowerment, not domination, is the overriding goal. 



SUMMARY 

The best performance is achieved when the people in the organization function not as individuals 
but-as members of highly effective work-groups with rugh penonnance goals. Social needs are 
among the most powerful and compelling on the job motivating forces. In order to fulfil their 
social needs, workers form small groups on the job itself. It is not necessary that small groups 
would always be productive, they may prove to be counter productive also. Hence there is a need 
to tack.le groups very carefully. Managers must be able to understand, and when possible, taJce 
advantage of group dynamics. · 

KEYWORDS 

Formal 0rganiz.ati,on: A structure of well defin.ed jobs, each bearing a definite measure of 
authority, responsibility and accountability. 

Informal Organizatwn: Refers to the relatioosh.i,p between people in the organization based on 
personal attitudes, emotions etc. 

Group Co-hesiveness: Means the degree of attachment of the members of a group. 

Work Teams: A small number of people wjth complementary skills who are committed to a common 
purpose, goals. 

Advice Teams: They are created to broaden the information base for managerial decisions. 

Production Team: This team is responsible for performing day to day operations. 

Project Team: Project team requires creative problem solving often involving the application of 
specialized knowledge. 

Action Team: This team is a combination of advice and project action team. 

Quality Circle: Quality circle is a small group of employees doing similar or related work who 
meet regularly to identify, analyze and solve product quality, problems and to improve general 
operations. 

REVIEW QUESTIONS 

I. Define formal organizations and explain their characteristic features. 

2. Give a comparative assessment of the importance of formal and informal organization. 

3. Distinguish between fo~al and informal organization. What should be the attitude of 
management towards informal organization? 

4. What is an Informal Group? Describe its features. Provide a guideline to practising managers 
for effective utilization of informal groups. 

5. Define group dynamics. Why informal groups come into existence? What factors influence 
group cohesiveness? 

6. (a) How can informal organization undermine and distort the formal organization? 

(b) Examine the role of groups in the management of change. 

7. "Beneath the cloak of formal relationships in every institution, there exists a more complex 
system of social relationsrups called the informal organization". (Keith Davis). Explain trus 
statement and state why the informal groups come into existence. 

8. ''Both fonnal and informal organizations are necessary for group activity just as two blades 
are essential to make a pair of scissors workable", (Keith Davis). Do you agree with trus 
view? What should be the attitude of management towards informal groups? 

9. What is meant by Group Dynamics? What problems are created by infonnal groups for the 
organization? 
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10. What are the causes of emergence of infonnal groups? How should a manager handJe these 

groups? 

11. What are the characteristics and limitations of infonnal organizations? Discuss. 

12 What fa meant by Quality Circle? How can this concept be introduced in an organization? 

13. Write short notes on: 

(a) Infonnal Organization 

(b) Group- Cohesiveness 

(c) Quality Circle. 

14. Write an explanatory note on Group Dynamics. 

JS. Do you agree or disagree with Drucker's vision of more team oriented organizations? Explain 
your assumptions and reasoning. 

FURTHER READINGS 

Steven L. McShane, Mary A.V.Glinow and Radha R . Sharma, Organisational Behavior, : Tata 
Mcgraw ,2006. 

Stephens P. Robbins., Organiuuional Behavior, Ninth edition . Prentice Hall. 



Case Study 

NOR'I'H EAST SECURITY SYSTEMS 

North East Security Systems is a leading North Eas tern home and office security systems 
company. The company was started in 1988 by Sumesh & Nita Goel, a husband and wife team 
that has developed the business into a 250 employee business if four big cities - Delhi, Calcuua, 
Chennai and Mumbai. The firm' s motto "your safety is our first priority'' has guided a customer­
oriented philosophy that the custom.crs credit their success to. Al l products and services are 
given unconditional lifetime guarantees, and service runs are made within two hours, 365 days 
a year. In addition, a lean management team, generous pay aod bcoefits, flexible hours, and 
generous profit -sharing plans have helped build a Joyal, hard w.oxking group of employees. 

Sumesh and Nita returned from this year's National Security Association meeting convinced 
that they should offer the employees the opportunity 10 form self-managed work teams. They 
have discussed thfs concept with owoers of other business that have teams, and after s ix 
months of planning have decided 10 allow the employees in each of the ten branch offices to 
volunteer 10 form teams. The teams would be empowered to choose their own leaders, design 
jobs and assign hours, implement new ideas and select and appraise their owri members. The 
current manager of each office must. however, support the change, Teams would be evaluated 
by the home office every six months on three standards - profitability, number of new clients, 
customer satisfaction index. If an office had generated a profit and had met agreed upon goals 
for new clients and customer satisfaction, then the team, would be given a profit bonus (in 
addition to monthly salary) that it could divide according to its own formula. 

The Delhi office of the security agency is considering Director Goel's offer. Three o the r 
offices have made the change within the last year. The security' ag_cncy of Delhi has been the 
most profitable office for the last three consecutive years. Employees are very happy working 
together, with the status quo, and for six years. After 4 days of discussion no decision has been 
made. The last discussion left the decision up to Nina Bansal; everyone trusts her to make the 
right one. 

Questions 

I . If you were Nina Bansal. what information would you want before you made a recommendation? 

2. What are the potential. advantages of the office changing to a self managed team? 

3 . lf you were Nina Bansal, what would you recommcm(i? Why? 
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CHAPTER 

12 
INTERPERSONALAND GROUPBEHAVIOUR 

LEARNING OBJECTIVES 

After studying th.is unit. you should be able to: 

• Describe individual behaviour 

• List reasons for group formation 

INTERPERSONAL SKILLS 

Interpersonal skills refer to mental and communicative algorithms applied during social 
comonutications and interactions in order to reach certain effects or results. The term 'interpersooaJ 
skills' is used often in business contexts to refer to the measure of a person's ability to operate 

within business organizations through social communication and interactions. it is generally 
understood that communicating respect for other people or professionals within the workplace 
will enable one to .reduce conflict . 

Interpersonal skills enable you to work: 

• Work harmoniously and efficiently with others 

• Evaluate and accept responsibilities 

• Identify methods you use to respond to conflict 

• Work io teams moreefficjently 

TRANSACTIONAL ANALYSIS 

Transactional Analysis (TA) is a model of people and relationships that was developed during the 
l 960s by Dr. Eric Berne. This was based on two notions: 

First that we have three parts or 'ego-states' to our 'personality.( Berne called them parent. adult 

&child) 

The other assumption is that they converse with one another in 'tranSactions' (hence the name). 

Parent 

The Nurturing Parent is caring and concerned, offer unconditional love 

The Controlling tries to make the Child do as the parent wants them to do 

Adult 'grown up' rational person who talks reasonably and is for many of us, ou.r 'ideal self'. 

Child 

Natural Child like playing and are open and vulnerable. 

Little Professor is the curious and exploring. Together with the Natural Chlld they make up the 

PreeChild. 

Th_eAdaptive Child reacts to the world around them. eitheI changing them to fit in or rebelling 
against the forces they f eeL 



"Do this! 
Stop that!" 

co,-rolling 
Pareri 

Nurturing 
Pam,-

Natural 

I " l 's OK. " I 

Aclaptiue 
..---,,,,..,, N..,...o....,.!--. C hil cl Child "Vvheee! 

Please?" \ LWai!'" 

Professor ~Crestiue 

"I v,onder if ... 
'Free Child' 

Let'stry ... " 

Figure 25 

Diagram of Transactional analysis 

Transactional Analysis (TA) is a theory of development as well as a system of social psychology. 
Thus it is both a theory and practice. From the social p&ychology viewpoint, Transactional 
Analysis is about relationships within the mind and proposes relationships of various kinds 
between individuals. TA is becoming increasing_ly useful in the management of organizations, 
educational and in a variety of other settings now. Transactional analysis is applied to organizations 
in order to provide a systematic approach to understanding the relations between human needs 
and behaviors and the ways organizations are effective or ineffective in solving their problems 
and serving their customers. One can demonstrate the TA theory with discussions, small group 
activities, and exercises, which shows the theory's application to individual's ways of thin.king, 
feeling and behaving in the working setting. TAequi'ps the employees with slciJls in communication 
and problem solving in organizational life. TA helps in gaining insight into group dynamics like 
how groups worlc, who are the potential leaders in the group, the bierarchy within which groups 
function. 1'A is of equal benefit to supervisors, personnel manageJS and employees. TA also 
provides many concepts related to specific aspects of organizational life, such as "drivers'' for 
time management, cycles of development for handling change and the analysis of organizational 
scripts to add clarity and direction to organizational development. By o.bserving limiting beliefs 
and ingrained behavior patterns, TA helps in enhancing productivity by improving the working 
climate by avoiding non-productive competition and conflict, and on developing more effective 
problem-solving strategies and management styles. TA has proven its value as a solidly grounded 
approach to inter-personal skills and management development. 

JOHARI WINDOW 

Known to 
others 

Not Known 
to others 

Known to 
Self 

I 

A.rea of Free 
Act ivity 

Ill 

Avoided or 
Hidden Area 

Not Known 
to Self 

11 

Blind Area 

IV 

Area of Unknown 
Activity 

Figure 26: JOHAR! Window 

The Johari win ree activity or public area which refers to the information, behavior, attitudes, 
feelings, desires, ideas and motivatfon known to self as well as to others. Quadrant Il is the blind 
area, where others can see things in ourselves, which is not known to us. These things may be 
qualities, thoughts and feelings. It may also include aspects like certain habits, behaviours, 
repressed experiences from the past, types of strategies employed for dealing with certain situations 
or even life positions held by us. Quadrant III is the avoided or hidden areas, represents things 
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we know but do not reveal to others. The area includes all our deepest and well-kept secrets about 
ourself and others or a hidden agenda, or matters about which we have sensitive feelings. Unlike 
the blind self, this aspect is within our sphere of understanding but we chose not to share it with 
others. Quadrant TV is the area of unknown activity, in which neither the individual nor others are 
aware of certain behaviors or motives. We do certain things of which we are not aware, which are 
beyond the realm of consciousness, These unaware aspects of us may come up in dreams, 
obsessions, compulsions, and compulsions, under hypnosis or in projective tests. 

A change 1n one of the quadrant brings about changes in others quadrants. As one of the 
quadrants grows larger the other quadrants become smaller. Thus the public area may encroach 
upon the blind area as well as the hidden area as shown in the Figure 27. 
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Self-disclosure means mo Ying information from the hidden area to the open area. lt is the pcocess 
of opening up of ourselves to .other people and Jetting them know certain aspects of ourselves 
which are previously unknown to others. The most important reason why anyone would go for 
self-disclosure is to gain self-knowledge. We gain new insights about ourselves and a deeper 
understanding of our behaviors with self-disclosure. Once we are aware of our thoughts and 
feelings the more we communicate with others which further leads to greater self-awareness. The 
awareness also increases with an increase in feedback from others. 

Know your self disclosure (Johari window) 

Mark Yes/No/ Don't Know 

l. l discuss my personal views other--

2 I discuss my failures to other-

3. I discuss my succes.s to other-~-

4. My strength to others 

5. My labels /addiction---

6. My weakness-

7. My likes /dislikes 

8. My worry 

9. My goal---

10. My family--

Scoring: Count the number of Yes = 

Count the number of No. = 

Count the number of I don't = 

Yes% is your open self 

./ 
Contd ... 



No. % is your Hidden self 

Don't is your Unknowns. 

TI1en make your Johari window in terms of percentage % 

Open% BMd% 

Hidden% Unknown% 

If yo1i want to know your Blind characteristics then ask 5 of your friends to asses your on 
this some question. 

INDIVIDUAL BEHAVIOUR 

The study of individual behaviour draws heavily on the discipline of psychology and explains 
why individuals behave and react as they do in response to different situations. The~ries of 
learning, motivation and leadership have been developed to explain the behaviour of individuals. 
Also socio-psychological theories have tried to explain how attitudes, beliefs, rPrceptions and 
values are inculcated and influenceiadivid.ual behaviour. Thus, individuals will I- ,ave differently 
depending upon their motivation, !earning values and perception they ha" t:. Differences in 
individuals may be reflected in different types of behaviour on their part. Such differences rangl" 
from desirable to undesirable in terms of factors stated earlier. Thus, if both individual and 
environmental variabJes are considered, there can be (i) differences in behaviour of an individual 
over time (Intra-individual differen.cCS") and (ii) differences in behaviour among individuals given 
the same set of stimuli (Inter-individual differences). 

Individual behaviour means some concrete action by a person. Por instance, how a teacher 
because in the class reflects his behaviour. The behaviour of an individual is influenced by 
various factors. Some of the factors lie within himself, e.g., his instincts, personality traits, internal 
feelings, etc., while some lie outside him comprising the external environment of which he is a pari, 
e.g., weather conditions, events conveying some informatio.n and other peoples' behaviour that 
directJy influence his behaviour. The environment acts as a 'stimulus' and the person responds to 
it. The process of human behaviour may thus be regarded as a 'sti.muluNesponse' process. The 
teacher is affected by students' behaviour and in tum affects their behaviour. This takes place 
through interaction between them and is subject'lo the environment in which they interact Thus, 
indivdual behaviour is not a self-induced phenomenon, but is affected by a larger system e.g., 
group, family and the society within whicll one functions. 

Individual behave differently to different stimuli because of a multitude of factors. These include 
an individual's age, sex, education, intelligence, personality, physical characteristics, experience, 
values and family and cultural background. For instance, a young railway t:ic~et coUector would 
behave differently from one who is more experienced and nature. Situational variables affecting 
i.ndividual behaviour include organizational and,social vari11ble.S, e.g., type of organization, nature 
of superv,ision and physical and job variables like method of work. design of work and physical 

- ' work environment. 

Factors Influencing Individual Behaviour 

The important factors wb.ich influence the behaviour of individuals are explained below: 

(1) Personality: Personality refers to personal traits such as dominance, aggressiveness, 
persistence and other qualities reflected through a person's behaviour. An individual's 
personality determines the type of activities that he is suited for and th.e likelihood that the 
person would be able to perform the task effectively. Thus, personality factors must be 
taken into account in determining the suitability of an individual for a position/task in an 
organization. 

(2) Ability: Ability refers to the actual skiUS' and capabilities that a person possesses and are 
required for the effective perfonnance of activities. Railways need to ensure that its employees 
possess the necessary abilities to engage In the behaviour required for effective performance. 
This is accomplished either by careful selection of people or by a combination of selection 
~nci rminin~. 
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(3) Perception: Perception is the viewpoint by which one interprets a situation. For instance, 
a railway booking clerk facing a well-dressed person perceives him to be a high status and 
talks to him nicely, whereas he may tend to ignore an ill-dressed person, or make him wait, 
though both the passengers want ' first class' tickets. In an organisational setting, messages 
that the organization sends to its members regarding the kind of behaviour and activities 
expected of them are significant. The messages are communicated in a variety of ways Uob 
descriptions, policies, procedures and discussion with supervisors, etc.). A key factor is 
that an individual's behaviour is influenced not by the organization's actual expectation of 
him, but by how these are perceived by the persons. 

(4) Motivation: Motivation refers to all the forces operating within a person to cause him or her 
to engage in certain kinds of behaviour rather than others. Even if all the factors are present 
to facilitate effective individual behaviour on a particular job, these factors would amount 
to nothing unless the person is motivated to perfonn well. Motivation may be internal, e.g., 
a person':; skill, ability and intelligence; or external, e.g., incentives, training, etc. Further, a 
person's motivation is influenced by_h.is Mtitudes, beliefs, values and goals. 

(5) Organisatjonal factors: Individual behaviour is influenced by a wide variety of 
organisariollal systems and resources. Systems such as the organisational structure and 
hierarchy strongly influence and constrain both what individuals do and how they do. In 
addition. individual behaviour is influenced by various types of resources provided by the 
organization such as advice and directions from leaders, physical support in terms of 
facilities and technology. 

(6) Socio-cultural factors: The social environment of an individual includes relationship with 
family members, friends, co-workers, supervisors and subordinates. The behaviour of others 
(as distinct from the individual's relationship with them) is also a part of an individual's 
social environment. Similarly, every individual has a cult:Ural background which shapes his 
values and. beliefs. The socio-cultural factors moderate the effect of other .factors to determine 
the behaviour of an individual. 

NATURE OF GROUPS 

The above definition emphasizes the following things: 

(i) Interaction: Interaction can occur face to face, in writing, over the phone, across a computer 
network or in any other manner which allows communication between group members. The 
interaction can be over a long or a short period of time. A group would be quite static 
without interactions. lt would be a collection of individuals only. However, it should be 
noted that it is not necessary for all members of the group to interact simultaneously, but 
each members must interact at least occasionally with on or more members of the group to 
interact simultaneously, but each members must interact at least occasionally with one or 
more members of the group. Some form of communication and ability to communicate is 
vital for a group to exist. The tenn "group dynamics" implies the kind of interactions 
indicated above It also implies continuously changing and udjusting relationships among 
group members. 

(ii) Size: For a group to exist, it must have at least two members. The more group members there 
are, the more complex and numerous the relationships possible. 

(iii) Shared Goal Interest: Theshared goal identifies a common concem of all group members. 
This means that each group member desired the attainment of some specific objective or 
I.be accomplishment of some 15oal. lf a group has a variety of goals or interests, each 
member of the gn,up must share at least one of the grou.p's concerns. The phrase "associated 
normative strength" indicates the obligations felt by each group member to the attainment 
of the shared goal. 

(iv) -Collective Identity: Perhaps, it is awareness of each other that most clearly differentiates a 
group from an aggregation of individuals. Each member of the group must belie,;,e that he is 
a member of, is a participant in, some specific group, Unless people are aware of each other 
and of the fact that they are a group, Ibey will not interact in the way that achieves the 
common goal. This is why casual groups of people do not qualify as a group because they 



ordinarily are not aware of one another or, if aware, do not interact with the other individuals 
in a meaningful way. 

Slluknt hi hit, ::!J 

Write a report to your Manager on 'the importance of groups to the organization'. The 
report should specifically consider the following: 

(a) The different types of group 

(b) The goal and interest of the group. 

(c:) The factors affecting.group behavior 

REASONS FOR GROUP FORMATION 

Why do individuals form themselves into groups? What are the reasons for forming or joining a 
group and what are the benefits to such individuals who become a part of the group? There are 
many factors that influence the formation of the group, the most important being the individual 
need satisfaction. This means that the members expect affiliation with the group to satisfy a need. 
This need is primarily a social need for love, affection and friendship which is the third level need 
in Maslow's model of hierarchical needs. But the need could also be economic in nature because 
of economic group incentives which are generally financially more generous than individual 
incentives. Also being a member of a union is economically advantageous because unions can 
fight for higher pay and fringe benefits more effectively. 

The most basic theory explaining group affiliation is the geographic proximity. For example, 
individuals working in the same area are more likely to form a group than those who are not 
physically located together. Similarly, students sitting near each other in a class room are more 
likely to form into a group than students sitting at opposite ends of the class room. 

According to George Homans, there are three elements that form the foundations of groups. 
These are activities, interactions and sentiments. These three elements are inter-related. An 
improvement in one element will trigger an improvement in others. For example, the more activities 
persons share, which means improvement in the first element, the more interaction will talce place 
and stronger will be their sentiments. 

While there are many reasons why individuals would either form or join a group, some reasons 
st.and out. A sense of belonging and interpersonal attraction may be so strong that some people 
are willing to pay a high price in joining an exclusive country club, golf club or flying club. Some 
of the more important reasons are illustrated as follows : 

Personal 
characteristics 

Influence and 
power 

Figure28 

Personal Characteristics 

Interests and 
goals 

Opportunit y for 
interaction 

People are more likely to fonn groups with others who share similar beliefs, values and attitudes. 
As the say~ng goes, "birds of a feather fly together". so the groups foon around common political 

· and culture philosophies, ethnic and religious affiliations and such factors.as age, sex intelligence 
or similar interests and hobbies. For example, salesmen who are high need achievers may want to 
interact with similar other high achiever salesmen. There is also a contradictory saying that, 
"o(>posites attract each other". Ther:e may be situations where some dominant individuals may 
see tbe company of submissive individuals specially when this grouping leads to achievement of 
a common goal. For example, if a vi~president and a low level clerk of the same company lose 
their iobs. thev may form a group to fight the company together. 
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Intwests and Goals --
hlteiests and goals that are common and require cooperation with other for achievement of such 
goals are a powerful force behind such group formation. Individuals with common goals tend 
to work together. For example, withi11 an organization, the salesmen form a group, so do the 
production people and the accounting people .. Even though, the salesman may have individual 
goals, their organization goal is common: 

Some goals cannot simply be achieved by individuals alone and the. require group cooperative 
physical activity. For example, the sky. scraper cannot be built by one person alone, It requi.res the 
group efforts in all areas of building. Similarly, there are a number of groups involved in constructing 
and sending a satellite into space. If these individuals in the group with a common group and 
organisational goal also have similar personal characteristics, then the group cohesion can be 
strengthened and group efforts, can be improved. Some groups fonn because of simHar intellectual 
and recreati::,nal goals and pursuits. Golf clubs, chess clubs and hunting clubs are some of the 
groups with recreational. pursuits. Groups are often organized to accomplish some problem solving 
and decision making tasks such as designing political strategies or designing computers, The 
goals can also be social and emotional in uature. Thus the groups are formed because of the 
individual's need for safety and security, sense of belonging and affiliation and self esteem. 
Safety and security needs of individuals are satisfied through groups. Even from the early days 
men used to go out hunting for food together in groups to face outside threats from animals and 
other hostile environments. Group formation is likely when the environment becomes hostile and 
threateniJlg. For example, in times of floods. fueor other natural disasters, neighbors who may not 
be even speaking with each other form effective groups to help and shelter the people affected by 
such disasters. In an organisational setting, individual workers join unions because the unions 
have the ability to meet their needs and interests as well as protect them from threats of beiog 
fired. 

A sense of belongmg is the third level need in the Maslow's model of hierarchical needs. It is an 
emotional need for friendship, love, affection and affilfation with others. Most people have strong 
need for belng with others who can understand, support and belp them when they are in need and 
render the Ill moral and emotional support in time of difficulty. The concept of family and friends 
fills this need. 

Membership in a prestigious group is a source of enhanced self-esteem. The members of the 
group feel good about themselves by virtue of the group's power, prestige and social standiJlg. 
For example, being in United States marines or SWAT team can be a source of pride for the 

members. 

Opportunity for Interaction 

When people are provided with an opportunity to interact, they may discover that they have a lot 
i.n common, thus necessitating the formation of a group. This interaction, for example) leads to 
friendships and group fonnation in college E!ormitories, apartment complexes and sometimes in 
the same compartment of a train or on cruise ships where people are together and have an 
opportunity to form infonnal groups. 

In an organisational settiJlg, management generall y tries to create a physical as well as 
psychological environment to induce interaction. Sometimes, the offices are designed in such a 
manner so that people who need to interact with each other are assignee work-space close to 
each other. Common cafeterias and coffee breaks given at lhe same time increases opportunity for 
interaction. 

Influence and Power 

There is a saying in India that, ''while a single one is just a one, two single ones make it an eleven". 
We all know that there is strength in unity. Henry Fayol's last of the fourteen principles of 
effective administration is "Esprit de Corps", which means tbe "power of spin t of togethemess". 
There is another sayiJlg supporting the same sentiment as. "united we stand, divided we fall". 



Most managers list.en to a complaint of employees when the employees approach the manager 
together. The same managers may not listen to individual complaints, In !he case of one college, 
that the author knows, there were many individual faculty complaints against the President of the 
college for some of J-tis decisions and actions, as weU as against many aspects of the physical and 
conceptual academjc environment of the college. But the President refused to listen or show 
sympathy for the needs and desires of faculty on individual basis. But when the faculty as a 
group in the form of "faculty organization" approached the President with their problems and 
difficulties and the President still refused to listen, he was forced to resign. because of the power 
of the group. 

Groups also provide opportunities for individual members to become leaders of the group and 
influence other members of the group with their views and reasoning, As a leader of a group, he 
may influence people outside the group or other groups. Leaders of certain groups are often 
called upon to speak to other groups, thus giving them an opportunity to express their own view 
points and ideologies. These leaders may also find that their leadership roles gjve them increased 
public visibility and may prove to be stepping stones for enhancement of their own careers. 

Student \cti, it) 24 

Objective: To see what kind of Team member you are? 

Identify the groups that you would like to belong. 

Answer these Questions 

a. What is the size of U1e group? 

b. Who are the members of the group? 

c. What is the purpose of the group? 

d. What do you contribute to U1e group? 

e. What can you do to increase the effectiveness of this group? 

SUMMARY 

The field analyzing interpersonal relations is quite interesting and the more a person knows about 
it, the more he wants to know and see its practical relevance. It heJps in behaving properly by 
giving right kind of responses to different people. 

A group formation can be attributed to individual need satisfaction. The need could be social in 
form of need for love, affection or economical in form of incentives. Activities, interactions and 
sentiments form three basic elements of group formation. 

Groups are the opportunistic tools for individual's growth to become the leader of the group. 
Enhancing individuaJ's leadership roles, a group engenders greater public visibility to the individual., 
thus paving his way to upliftment of his career. 

KEYWORDS 

Personality: Personality refers to personal trail~ such as tolerance, aggressiveness, persistence 
and other qualities reflected through a person's behaviour. 

Ability: Ability refers to the actual skills and capabilities that a person possesses. 

Organisational factors: Individual behaviour is influenced be a wide variety of organizational 
systems a1-1d reasons. 

Socw-culturalfactors: The social environment of an individual includes relationship with family 

members. supervisors and sobordinates. 
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REVIEW QUESTIONS 
I. What are the factors that affect individual behaviour? 

2 What attributes are taken in acCOl!nl in a group formation? 

3. Explain how groups are effective for an individual's growth. 
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13 
LEADERSHIP-ITSAPPROACHESANDSTYLES 

LEARNING OBJECTIVES 

After studying this chapter, you should be able to: 

• Define leadership 

• Present the background and classical studies of leadership 

• Discuss the established theories of leadership, mcludiag the Trait, Fie lder's contingency 
model, Pathgoal, Vroom, Yetlon and Jago's Normative Der;ision model of leadership and 
Leader-Member Exchange approaches 

• Iotroduce leadership theories Like Conger and Kanungo's Charismatic leadership and 
Transformational leadership 

INTRODUCTION 

Leaders have to _break out of old habits and stereotypes to build organizations that continually 
improve quality and reduce costs to prosper in the turbulent marketplace. Leaders have to translate 
visions and aspirations into new, concrete ways of working. Leaming is a common journey that 
binds leaders and employees together. To be credible and persuasive, leaders have to model the 
o ngoing learning and self-development they expect from employees. 

DEFINITIONS 

"A leader is a person who has the ability to get other people to do what they don't want to do, and 
like it." 

President Harry S. Trwnann 

"Leadership is the ability to decide what is to be done. and then to get others to want to do it.'' 

Pre8ident Dwight D. Eisenhower 

Leadership is the lifting of people's vision to a higher sight, the raising of their performance to a 
higher standard, the bui.lding of their personality beyond its normal limitations. 

P.P. Drncker, 1986 

"Leadership is creating a vision to which others can aspire and energizing them to work towards 
this vjsion" 

Anita Roddick 

"There is a need in all organizations for individuals linking pins who will bind groups together 
and, as members of other groups, represent their groups elsewhere in organizations. leadership 

concerns the leaders themselves, the subordinates, and the task in hand." 

Handy (1993) 

In his book ' Key Managementldeas', Stuart Crainer says 'Leadership is one of the great intangibles 
of the business world. It is a skill most people would love to possess, but one which defines close 
definition. Ask people which leader they adllilie and one is most likely to hear the name of Gandhi, 
J.F. Kennedy and Jack Welch. But we must agree that leadership is a vital ingredient in business 

success and that great leaders make for great organizations.' 
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Is leadership the same as management? Not according to the many writers on the subject. The 
differences have been charted by U.S. management guru Warren Bennis in his book 'On 'Becoming 
a Leader' . 

Difference between management and leadership: 

• the manager administers, the leader innovates 

• the manager is a copy, the leader is an original 

• the manager maintajns, the leader develops 

• the manager focuses on systems and structure, the leader focuses oo people 

• the manager relies on control, the leader inspires trust 

• the manager has ,a short-range view, the leader has a long-term perspective 

• the manager asks how and when, the leader asks what and why 

• the manager has his eye always on the bottom line, the leader has his eye on the horizon 

• the manager imitates, the leader originates 

• the manager accepts the status quo, the leader challenges it 

• the manager is the classic good soldier, the leader is his own person 

• the manager does things right, tbe leader does the right thing. 

EARLY LEADERSHIP FRAMEWORKS 

The first major theoretical framework in the scientific study of leadership was the leader trait 
approach. From th.is perspective, researchers concentrated on identifying a common set of attributes 
that distinguished leaders from followers or effective leaders f'rom ineffective ones. 

The second significant development in leadership theory was the behavioural approach. Scholars. 
interested in leader behaviour focused on trying to discover leadership styles that would be 
effective across all situations. 

LEADER TRAITS 

The scientific analysis of leadership began by focusing on leaders themselves. The trait theory of 
leade.rship, as it is often called, was originally grounded in the assumption that some people are 
simply "natural'' leaders by virtue of the fact that they have been endowed with certain 
characteristics not possessed by others. Since traits appeared to have little analytical or predictive 
value, leadership researches shiiled their emphasis in the late l 940s and early 1950s from leader 
traits lo leader behaviours as the basic unit of analysis. The investigation ofleader traits has been 
more productive because researchers have constructed more appropriate theories, used better 
measures of traits, included more relevant traits, and used longitudinal data. Consequently a 
variety of personal attributes, such as energy level and emotional maturity have now been linked 
to effective leadership (e.g. Bass, 1990). Further, traits associated with socialized or learned 
motivational patterns, such as the need for power and the need for achievement, have been 
empirically connected with effective managers. 

In .addition, different types of skiUs, that is, interpersonal skills. technical skills, and cognitive 
ilills - appear to be relevant to managerial success. 

LEADER BEHAVIOUR 

As discussed, the apparent failure of trait approaches to the study of leadership, by the end of the 
l 940s. led researchers to adopt a new focus for their work. during the 1950s. Instead of personal 
attributes, investigators began to concentrate on leader behaviours as explanatory variables. 
This approach compares the behaviours of effective leaders with those of ineffective ones. 



1\vo major research projects investigating leader behaviours were initiated at about the same 

Lime. One was a research effon conducted at Ohio Stale University, The other was a programme 
undertaken at the University of Michigan by Liken and his colleagues. The findings from the 
Ohio State University and University of Michigan studies are discussed in more detail below: 

The Ohio State Leadership Studies - Researchers at Ohio State University designed a 
questionnaire which was administered in both military and industrial settings, to assess 
subordinates, perceptions of their leaders actual behaviour. The questionnaire responses were 
subjected to a factor analysis, which revealed that subordinates viewed supervisors' behaviour 
in terms of two basic categories labeled 'communication' and ' initiating structure'. 

Consideration was defined as the degree to which a leader shows concern for subordinates and 
acts in a friendly and supportive manner. Initiating structure was defined as the extent to which a 
leader organizes and structures his or her own work and tJ1e work of subordinates. Leaders with 
this style tend to direct group work through planning activities, assigning tasks, scheduling, and 
setting deadlines. 1, 

The University of Michigan studies-The Michigan studies investigated the relationships between 
behaviour and group performance, In comparing effective with ineffective managers, the Michigan 
studies found that these managers could be distinguished from each other along two dimensions 
of leader behaviour. These dimensions were sinlllar to the ones discovered in the Ohio State 
studies and were labeled relationship oriented and task-oriented behaviour. 

Furthermore, it was discovered that, for effective managers, these two categories of behaviour 
were not inverseJy related. In other words, .findings suggested that relationship--0riented behaviour 
need not occur at the expense of task centered activities, and vice versa. 

Evaluation of the leader behaviour approaches - The only relationship that has demonstrated any 
degree of consistency has been the effect of consideration on various measures of satisfaction. 
Subordinates tend to be more satisfied when leaderb are considerate. 

Two major theoretical weaknesses have been observed. First, the behaviour content categories -
that is, consideration and initiating Structure - seem to have been defined too broadly to allow for 
meaningful empirical results. 

Second, these research programmes gave too little attention to the effects of the situation on 
leadership behaviour and/or leader effectiveness. In other words, although leader follower 
interactions were carefully considered, the situational differences that might influence leader 
effectiveness were not sufficiently examined. 

The managerial grid - The 'managerial grid' was developed by Robert R. Bl'ake and Jane as 
framework for examining types of supervision. A:s shown in Figure below the grid consists of two 
dimensions similar to the leader behaviour described by the Michigan and Ohio state studies. 

The managerial grid is a configuration of management styles based on the matching of two 
dimensions of managerial concern: those of 'concern for people' and 'concern for production/ 
output'. Each of these dimensions is plotted on a 9 point graph scale and an assessment made of 
the managerial style according to where they come Ollt on each. Thus, a low score (1.t) on each 
ax.is reflects poor managerial style; a high score (9-9) on each refle.cts a high degree of balance, 
concern and commitment in each area. The implication from this is that an adequate, effective and 
successful managerial style is in place. 
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1. 9-1 : The country club - Prnduction is incidental; concern for the staff and people is 
everything; the group exists largely to support itself. 

2. 1-9 : Task orientation - Production is everything; concern for the staff is subordinated to 
production and effectiveness. Staff management main1y takes the form of planning and 

control activities in support of production and output. Organizational activity and priority 
is concerned only with output. · 

3. 5-5 : Balance -A medium degree of expertise, commitment and concern in both areas; thls is 

likely to produce adequate or satisfactory performance from groups that are reasonably 
well satisfied with worldng relations. 

The 9-9 score is indicated as the best by Blake and Mouton. This illustrates the targets to be 
striven for and the organization's current position in relation to each axis. 

Ct also implies that the best fit is along the diagonal line: concern for the task and concern for the 
people should be grown alongside each other, rather than the one emphasized at the expense of 
the other. 

The infonnation on which the position on the grid is based is drawn from structured questionnaires 
that are issued to all managers and supervisors in the organization, section. unit or department to 
be assessed, and also to all their staff. (Source: "Blake & Mouton, 1986) 

These behavioural models and theories attracted considerable attention from researchers, but 
unfortunately further research revealed significant limitations and weaknesses. The behavioural 
approaches were valuable in identifying important reader behaviours and freeing leadership 
research from the traditional trait theory approach. However, in trying to specify a set of leader 
behaviour, effective in all situations, the studies ran into the enormous complexities of individual 
behaviour in organizational settings. In the end they iill failed to identify universal leader-behaviour/ 
follow response relationships. · 

AMignment 

Explain these statements with reference to the theories of leadership. 

1. "A good leader is one who understands his subordinates, their needs and their 
sources of satisfaction". 

2 "Leadership is the driving force which gets thing done by others". 

3. LeadeISbip means different things to different people. To some, George W. Bush 
represents strong and decisive leadership in difficult tirnes; to others, he is a making 
decisions based on appeasing the interests of businesses in the US. 

4. Leaders come in all shapes and sizes; sometimes leadership qualities are not always 
used for good. Adolf Hitler Jed a nation of intelligent, cultured people down a road, 
which culminated in the destruction of the coumry and millions of people along with it. 

Explain these statements. 

CONTINGENCY THEORIES OF LEADERSHIP 

Fiedler's Contingency Model 

Fiedler ( 1964, 67) and his associates developed the first contingency model of leadership. His 
theory contained three types of variables : 

(a) a lead.er orientation variable, cal.Jed "least preferred coworker" (LPC); 

(b) a complex situation variable, tenned "situation favourability", and 

(c) various outcome criteria of group perfom1ance or effectiveness. 

Essentially Fiedler argued that group performance or effectjveness depends on the interaction of 
leader orientation and situation favourability. 



1. Leader orientation - In an adaptation of the earlier research, Fiedler ( 1964: 97) distinguished 
two basic leader orientations - a relationship orientation (where concern for people is 
central) and a task orientation (where concern for work accomplishment is most important). 
The operational technique that Fiedler developed to measure leadership orientation is 
noteworthy. Leadership orientation is measured by his least preferred co-worker (LPC) 
scale. To arrive at an LPC score, the leader is asked to think of the person with whom be or 
she has worked that was least preferred as a co-worker. Then the leader is asked to rate that 
person on several bipolar scales (e.g. friendly, unfriendly, trustworthy, untrustworthy, 
cooperative. uncooperative). The LPC score is the sum of the ratings on all of these scales. 
A favourable description is the least preferred co-worker (that is, high-LPC) is indicative of 
a relationship oriented leader, whereas an unfavourable description (that is, low LPC) is 
suggestive of a task-oriented leader. 

2 Situation favourability -As noted above, group effectiveness or performance depends on 
the interaction between the leader's LPC score and situation favourability. Redler defines 
favourability as the extent to which the situation gives the leader control over bis or her 
subordinates. Favourability is measured in terms of three aspects of the work situation. 

(a) Leader-Member relations - 1bis refers to the degree of loyalty, trust and respect that 
followers have for the leader. If others are wiUing to follow on the basis of loyalty or 
mutual respect, then the leader has little need to rely on task structure or position 
power. 

(b) Task structure -1bis refers to the extent to which task-related goals can be sp~ecified, 
problems can be solved with procedures, dtteision correctness can be verified, and so 
forth . The mare structured the task, the easier it is for the leader to tell group members 
how to perform it. 

(c) Position power - This refers to the degree to which the leader has authority to evaluate 
subordjn.ates' performance and to administer rewards and punishments. The more 
rewards and punishments that the leader can use, the mo.re .influence the leader will 
have. 

These three factors, in combination, detennine the extent to which the leader controls the work 
situation. The differentiation of these factors yield eight Leadership situations (or octants), which 
are depicted in exhibit below. As the exhibit shows, leader member relations are described as good 
(octant~ 14) or bad (octanes 5-8); task structure is clarified as high (octants 1,2,5,6,) or low 
(octants 3,4,7,8); and leader position power is rated as strong (octants 1,3,5,7) 6r weak (octants 
2,4,6,8). 

Leader/ 
Member 
relations 
T11$k 
structure 
Position 
power 

Good Poor 

High Low High I Low 

Strong I Weak Strong I Weak- Strong I Weak Strong I Weak 

I I II Ill I IV V I VI VII I VIII 

Very favourable ----------------- Very unfavourable 

F'lgure JO: Fiedle r', classification of dtuatlon favo urableness 

Once me situation is aenned in terms of some combination ofme three situation variables, the 
situation may be rated in terms of its favourableness to the leader. Fiedler contends that situatjon 
favourableness, from the leaders' perspective, is highest in octant I and lowest. in octant 8. In 
other words, when leader-member relations are good, when task structure is high, and when 
position power is strong (as in the case in octant 1 ). the leader is in a superior position to influence 
the group, compared with a situation in which the reverse is true (as in the case in octant 8) . 

According to Fiedler, if the situation is h.i,ghly favourable (i.e., everyone gets along, the task is 
clear, and the leader has power), then the group only needs someone to show direction (that is, 
the low LPC leader). If the situation is highly unfavourable, then the- group requires a low LPC 
leader to counter balance the power of the group and to Show direction in an ambiguous task 
environment. 
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In contrast to low LPC leaders, high LPC leaders were more effective in facilitating group 
performance when the situation was moderately favourable or moderately unfavourable (that is. 
toward the middle of the continuum). In a range in the middle of the continuum, the leader is 
moderately liked, has some power, and supervises jobs that are somewhat vague. In such situations, 
a high LPC leader exerts the necessary influence to clarify task ambiguity through discussion and 
participation that utilizes the contributions of the subordinates. 

Evaluation ofFiedJer's Model~ Fiedler's theory and research have elicited pointed criticisms over 
the last three decades. First, Graunet at (1971) suggested that research support for the model is 
weak. In most cases, even though the corrections may be in the right directions, they fail to 
achieve statistical significance. Second, the LPC scale has been criticized as an invalid instrument 
for measuring leadership orientation or style. Third, the situationaJ measures have been criticized 
as not being independent of the leader's LPC score. 

Although Fiedler's the-0ry is not as prominent today as it once w~s. its central idea that the 
leader 's impact on group performan~ depends, to some extent, on a set of situational contingency 
factors- has endured. 

The Path-Goal theory of leadership - Developed in the l 970's by Martin Evans and Robert 
House, the path-goal theory of leadership holds that subordinates, satisfaction and. performance 
depends on their expectancies and valances which, in tum, depend on the leader's behaviour or 
style. Furthermore, the expectancies and valences of subordinates are also affected by two basic 
contingency variables: characteristics of the subordinates and characteristics of the environment 
faced by the subordinate. These contingency variables moderate the relationship between leader 
behaviours an subordinates' satisfaction and performance. The relationship among these variable 
is shown in Exhibit. The components of this modeJ will be discussed below. 

Subordinate 
-

charauteristics e.g. loous 

Leader behaviour 

• supportive 

• directive 

• achievement oriente 

• participative 

of control, need for 
af(iliation task-related 

abilities 

,. --
'l 

Environmental factors 

• tasks 

s 
Exp 

ubon:linatc 
cc1aocies and 
valencies 

• formal aul1\ority syste 

• work group 

Figure 31: Components of the path-goal model 

S uhordlnate 
Satisfaction and 

effort 

LEADERSHIP STYLES 

The path-goal model identffled four dl'ltinct types of leader behaviours: 

J. Supportive leadership - Leaders with this style show concern for the well being and personaJ 
needs of subordinates. 

2 Directive leadership - Leaders with this style provide specific guidance for subor- dinates 
by setting standards of performance, scheduling and coordinating work efforts, and asking 

subordinates to follow rules and regulations. 

3. Achievement-oriented leadership • Thls style ofleadership involves setting challenging 
goals, seeking improvements in performance, emphasizing excellence in perfonnance, and 
showing confidence that subordinates will achieve high levels of performance. 



4. Participative leadership - Leaders with this style solicit suggestions and advice from 
subordinates and take this information into account when making decisions. 

Subordinates' Expectancies and Valences• According to expectancy models, employees make 
conscious and rational decisions aoout their work behaviour. They will choose to apply effort to 
those tasks that they find attractive and that they believe they can perform. The effect of a 
leader's behaviour is to modify subordinates' perceptions regarding the valued outcomes that are 
attainable and to influence the perceived probabilities of attaining them. 

Subordinate Characteristics • Subordinate characteristics are one set of situation variables that 
moderate the relationship between leader behaviour and the outcome variables of subordinate 
satisfaction and effort. In other words, the personal characteristics of employees partially detennine 
how they will react to a leader's behaviour. For example, employees who have an internal locus of 
control (that is, who believe rewards are contingent upon their own efforts) may be more satisfied 
with a participative leadership style, whereas employees who have an external locus of control 
(who believe rewards are beyond their own control) may be more satisfied with a directive style. 
For another example, employees with strong needs for acceptance and affi]jation may find their 
needs satisfied with a supportive leader, while employees with strong needs for autonomy may be 
motivated more by participative leaders than by supportive ones. Finally, individuals who feel 
that they have high levels of task related abilities may not respond well to directive leader behaviour. 
Instead, they may prefer an achievement-oriented style of leadership. 

Environmental Factors-Environmental factors are another set of situation variables that moderate 
the relationship between leader style and outcomes. Variables in these categories may function 
either to motivate or to constrain the subordinates. For example, an i.J:ittinsicall.y satisfying job 
may serve to motivate employees. On the other hand, the technoJogical fearures of a task, such 
as an assembly line, may constrain behavior variability or, the work group may motivate the 
subordinates by praising individual who did the most to help the group achieve its pe.1:foonance 
objectives. 

Evaluation of Path-Goal Tbeo.ry - Although results of the empirical research testing path-goal 
theory have shown some promise, many of the findings are questionable because the theory 
itself contains some deficiencies. For example, the theory does not suggest how different situation 
variables are likely to interact. In addition, the theory considers the effects of the four leader 
behaviours separately, even though it is likely that interactions among the various behaviours 
exisL 

Despite criticisms, however House's path-goal theory has made a significant contribution to the 
topic of leadership because it specified important leadership behaviours and situation variables 
that should be considered in almost any organizational setting. 

Mr. Kapoor, supervisor, one of the leading companies in Steel Mills have 'cl discussion with 
Mrs. Sujata. Their conversation goes on ..... . 

Mrs. Sujata "But Mr., Kapoor this just isn't fair! I'm away from the office for five minutes and 
you are going to suspend me for two weeks? Come cm fvtr. Kapoor". 

Mr. Kapoor: "Listen," you know the rules, Sujata! No one is allowed to.> leave their work 
station without pennission from their supervisors. lam your supervisor and you left your 
job withou{ permission. And don't give that five minutes explanation! I glanced at my watch 
when you left- it was 10.20, You came back at 10:40!" 

Mrs, Sujata: "That's not right, Mr. Kapoor," I have to check wilh my daughter's nursery 
school. She has been sick for the past few days. I was away less than five minutes. Everyone 
here leave~ their jobs for few minutes without getting penuission. Th.is is not fair. I have 
been here for two years and I know I rud not do anything wrong! 

Contd ... 
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Mr. Kapoor: "look Sujata that's the whole problem around here. l may have only been a 
supervisor for a few months, but iam not stupid. People around here get away with their 
mistakes. You break the rules and your boss looks the other way. Well, no more! We are 
going to shape up this department!" 

Sujata: ''But why me, Mr. Kapoor? You know how I need this job. l just cannot afford two 
weeks without pay". 

Mr. K~poor: "Well, that's too bad. You should have thought about that before you broke 

the rules here. You knew the rules around here. You left your workstation without permission. 
The suspension stands." 

a. What is the problem in this case? 

b. Has Mr. Kapoor treated Mrs. Sujata Fairly? Discuss the leadership style of Mr.Kapoor. 

c. What kind of leadership style should you suggest? Explain 

VROOM, YETTON, AND JAGO'S NORMATIVE 
DECISION MODEL OF LEADERSHIP 

Vroom and his colleagues, Yetton, initially and Jago, later, developed a model of leadership that 
emphasized the role played by leaders in mak.ing decisions. Basically, the model focuses on the 
degree to which employees should be allowed to participate in decisions. Three of these, decision 
quality, decision acceptance, and decision timeliness - are discussed below. 

l. Decision Quality - The quality of a decision is highest when the "best" alternative is 
selected, independent of effects that may be associated with the necessity that the decision 
be accepted by subordinates. For example , a decision concerning where to place a water 
cooler in a plant does not require high decision quality, whereas a decision on performance 
goals does require high decision quality. 

2 Decision Acceptanc-e - Decision acceptance is important whenever a decision has 

implications for subordinates' work motivation and whenever a decision roust be implemented 
by subordinates. 

3. Decision Timeliness • Decision timeliness is an important consideration Whenever time 

Imposes constraints on decisions. 

LEADER DECISION-MAKING STYLE 

The Vroom-Yetton-Jago model suggests that leaders with multiple subordinates have five basic 
decision-styles or procedures available to them. According to Vroom and Yetton ( 1973) the five 
decision making styles may be described as follows: 

Al - The manager makes the decision or solves the problem alone, using only the information 

available to him or her at the time. 

All - The manager asks for information from subordinates but makes the decision alone. 
Subordinates function only as information- source. 

0 - The manager shares the problem with the relevant subordinates individually, getting their 
ideas and suggestions, without bringing them together as a group. Then the manager makes the 
decision alone. The decision may or may not reflect the influence of the subordinates. 

Cll - The manager and subordinates meet as a group to discuss the problem, but the manager 
makes the decision.' The decision may or may not reflect subordinates' influence. 

GIL - The manager and subordinates meet as a group to discuss the problem, and the group 
makes the decision. The manager accepts and implements any solution which has the support of 

the entire group. 



Using the Normative Model• The Vroom-Yetton-Jago normative decision model of leadership 
provides the leader with, in effect, a decision tree to help him or her choose an effective decision 
style. The decision process entails answering a series of questions about the nature of the 
problem. After working his or her way through the decision o-ee, the leader selects the style that 
is most appropriate for the situation. 

Evaluating the Vroom-Yetton-Jago Model- Since the normative decision model ofleadership was 
first proposed by Vroom and Yetton in 1973, a number of studies have been conducted to test it. 
In general, the results of the empirical research have been supportive. 

I ~ I Quality Requirement How important is the technical quality of the decision? 

@] Commitment Requirement How important is subordinate commitment to the decision? 

~ Leader 's Information 

@] Problem Strucrure 

~ Commitment Probability 

~ Goal Congruence 

~ Subordinate Conflict 

~ Subordinate Information 

LI 

J 
J 

, 

@]' 
CR -- -

Do you have sufficient information to make a high­
quality decision? 

Is the problem well structured? 

ff you were to make the decision by yourseJf. is i 
reasonably certain that your subordinate's) would be 
committed to the decision? 

Do subordinates share the organizational goals to be 

attained in solving this problem? 

Is conflict among subordinates over preferred solutions 
likely? 

Do subordinates have sufficient information to make a 
hish clualitv decisfon? 
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NJ., Pre.ntlco-Roll, 1981). 

Figure 32: The nonnative model of decision making 

EMERGING LEADERSHIP THEORIES 

Leader-Member Exchange (LMX) Theory - Leader-member exchange theory was follllally called 
the "vertical dyad linkage theory. According to the theory, supervisors or leade~ do not treat aU 
subordinates equally.-Over time, leaders establish close inter-personal relationships with some 
subordinates (called the "in-group"), but keep their distance from other subordinates (caJled the 

t f>· ., •• 

Leadersh.ip - Its Approach.es 
and Styles 

17 1 



Management Process and 
Orgaoiz:itiooal Behavior 

172 

''out-group"). In-group members have relationships with their supervisor that are marked by 
trust, loyalty, and a sense of a common fate. Members of the out-group do not have such 
relationships with the leader. 

Evaluation of the LMX Theory• The LMX theory requires further development and testing. 

Charismatic and Tramfqrmational Leadership Theories- House's (1977) theory of charismatic 
leadership developed a set of testable propositions concerned with identifying the traits of 
charismatic leaders, the behaviours used by these leaders. and the conditions under which such 
leaders may emerge. House contended that the identification of leader traits, leader behaviours, 
and situation characteristics that may result in the emergence of charismatic leaders is important 
because these types of leaders have such extraordinary effects on followers. 

Conger and Kanungo's Charismatic Leadership Theory - According to Conger and Kanungo 
(1987) charismatic leadership is, essentially, an attribution of the followers. Followers are more 
likely to attribute charisma to leaders who make self-sacrifices and take personal risks than those 
who do not. 

B~• Transformational Leadership - According to Bass (1985) transfonnational leadership 
consists of four behavioural components: Charisma, inspiration, intellectual stimulation, and 
individualized consideration, 

According to this theory, the behavioural components of leadership interact to affect changes in 
followers level of awareness and in their motive patterns. First transformational leaders make 
followers cognizant of the importance of work objectives· and task outcomes. Second, by ex.hi biting 
various combinations of these behaviours, leaders elevate followers to their "better selves." 
Consequently the followers of lransformational leaders tend to be motivated by such high order 
needs as achievement and self actualization, rather than by baser needs (e.g. security). 

Evaluation of Charismatic and Transformational Theories-Since these conceptual approaches 
to leadership are still quite new, insufficient empirical evidence exists to evaluate them adequately. 

Leadership Challenges - The managerial challenge of actually exercising leadership in 
organizational settings provides "real-world" tests of leadership theory and research. The 
seemingly ever-increasing emphasis on the import;mce of organizational leadership in popular 
books and articles has put a great deal of pressure on managers to "perform" at high levels in the 
leadership role. 

S1mlrn1 \dhil~ 27 

~ignmenL 

1. Take any two leaders from different field, One political leader and one IT company. 
Discuss what you think their leadership style is and what theory of leadership they 
best fit. 

2 Can individual be taught leadership or are leaders born? 

SUMMARY 

Leadership occurs when an individual exerts influence upon others' goal achievement in an 
organizational context. Early srudies of leadership were concerned with identifying physical, 
psychological and intellectual traits that might predict leader effectiveness. While some traits 
appear weakly related to leadership capacity, there are no traits that guarantee leadership across 
various situations. 

Studies of emergent leadership have identified two important leadership functions - the task 
functions and the social emotional functions. The former involves helping the group achieve its 
goals through planning and organizing, while, the latter involves resolving disputes and maintaining 
a pleasant group environment. Explorations Qf the behaviour of assigned leaders have concentrated 
on initiating structure and consideration, which are similar to task behaviour and social emotional 
behaviour. The effectiveness of consideration and structure depends upon the nature of the task 
and the subordinates. We have discussed three sitdational theories of leadership. Fiedler's 



contingency theory suggests that different leadership orientations are necessary depending 
upon the favourableness oftbe situation for the leader. Favourableness depends upon the structure 
of the task, the position power of the leader and the satisfactoriness Qf the relationship between 
the leader and the group. Fiedler argues that task-oriented leaders perform best in situations that 
are either very favow-able or very unfavorable . Relationship-oriented leaders are said to perform 
best in situations of medium favourability. House's path goal theory suggests that leaders will be 
most effective when they are able to clarify the paths to various subordinate goals that are also of 
interest to the organization. According to House, the effectiveness of directive, supportive, 
participative, and achievement-oriented behaviour depends upon the nature of the subordinates 
and the characteristics of the work environment. Vroom. Yerton and Jago's Nonnative Decision 
Model of Leadership developed a model of leadership that emphasized the role played by leaders 
in making decisions. This theory basically emphasizes the degree to which employees should be 
allowed to participate in decisions, which are of decision quality. decision acceptance and decision 
timeliness. 

In this context in emerging leadership theories leader-member exchange theory has also been 
discussed. Charismatic leaders were concerned with identifying the traits of charismatic leaders, 
tbe, behaviours used by these leaders, and the conditions under which such leaders may emerge. 
Transformational leaders modify the beliefs and attitudes of followers to correspond to a new 
vision. They also have charisma, the ability to command extraordinary loyalty, dedication and 
effon from followers. And last but not the least, the leadership challenges faced by the managers 
today has been emphasized. 

KEYWORDS 

Leadership: Leadership is creating a vision to which others can aspire and energizing them to 
work towards this vision. 

Ohw state k adership: Talks about 'consideration' and 'initiating structure'. Consideration - as the 
degree to which a leader shows concern for subordinates and initiating structure the extent to 
which a leader organize and structures his/her own work. 

Michigan studies: Relationship between behaviour and group _performance. 

Managerial grid: ls a configuration of mana,gement styles based on the matching of two 
dimensions of managerial concern concerns for people and concern for production. 

REVIEW QUESTIONS 

I. Discuss the nature and signili.cance of leadership. Is it measurable? 

2 What are the traits and skills which determine effectiveness of a leader? Are these lraits 
and skills considered equally important among managers, irrespective of culture? 

3. Is leadership situational? Discuss some theoretical models in this respect. 

4. ' 'The effectiveness of leadership does not depend upon a single factor alone but it is a 
product of several factors including personal characteristics o( the leader, behavioural 
styles, the group of followers, and situational requirements operating at a particular time in 
leadership situation." Elucidate. 

5. Between Fiedler's tbeo.ry and House's Path-goal theory, which would you say is more 
appealing to you? Why? 

6. At one time, researchers abandoned the trait theory of leadership and now they have 
started to talk about "charisma'' and transformational leadership. What do you think of 
this? 

FURTHER READINGS 

Laurie J. Mullins., ''Management and Organizational Behaviour", 2nd Edition. 

Fred Luthans., ''Organizational Behavwur", Eight Edition, Irvin/Mc Graw-Hill. 
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Case Study 

THE KANISHKA STEEL MlLLS' PRESIDENT 

Mr. Shyamlal Arneja has been the President of Kanishka Steel Mills, io Udaipur, for the last 4 
years. Before that he wes the executive director · at another steel mills io Bhiwadi. for eight years. 
Shyamlal is extremely liked by the members of the Steel Mills Board of Directors, the steel mill ' s 
community, and his employees. He is also considered to be a fair and effective administrator. Five 
months ago Sbyamlal hired Khernchandani as bis Vice-president. He believed that having fifteen 
staff directors reporting to him was too large a span of control. Now Khernchandaoi chairs the 
staff meetings each Wednesday morning instead of Mr. ShyamJal. Mr. Khernchandani is also 
responsible for resolving any interdepanmen1al problems that arise and determines which problems. 
communications, and people hDvc access to Mr. Shyamlal. 

Now Shyamlal has been able 10 .devote a much greater portion of his time 10 lhe external steel 
community and corporate gift-giving efforts, which was e11actly what lhe d irectors intended when 
the president's po.silion was approved. Shyamlal has also been able to reduce his average workweek 
from eighty hours to sixty hours . 

But the com·,mation which took place between him and the other two Direc tors of his company 
respectively from Operations &, Marketing shook him up this afte rnoon. 

Mr. Sbyamlal : How is everything? 

Mr. Sub.has h (Director Operations) : You really want Lo know? 

Mr. Shyamlal : Of course, why, you soundlike there is a problem. 

Mr. Subhash : Well . there is. First of all we never have access to you any more. 

Mrs. Sujata (Director Marketlng) : And second. we don' t like your new style of leadership. Previously 
we used to be able lo share o.ur problems with you, either in staff meetings, or we could walk in your 
office. Now you are never at the s taff meetings, and we caµ ' 1 get in to see yuu in your office. 

Mr. Shyamlal : Well, you knew things would change when Mr. Kher•nchandani came. He should 
resolve problems in the staff meetings jus t as I did, doe,sn' t he? 

Mr. Subhash : You approach things differently. You let the group decide how to handle things if it 
meets with your approval. Mr. Khernchandani, well, he just hears both sides and then makes a 
decision. 

Mr. Shyamlal : Well , everyone has II.is own s tyle -of chairing a meeting and you know my door is 
always open. And the purpose of hiring Khemchandani was on.ly to free me to do other things. And 
if you really need to see me, you can make an appointment. 

Mr. Sujata : Make an appointment. you know things around here can't wait, this is a production 
department. 

Mr. Shyamlal : l can't do everything - somethings just have to be delegated. And well, I am sorry 
10 bear you two feel this way; you are two of my best direc tors . 

As Shyamlal wa.lked away he began feeling troubled about the conversation. Yet, overall things 
were going well at the Steel Mill; he liked Mr. Khemchandaoi and he did not want to go back to the 
way things were. 

Questions 
I. What style of leadership is ShyamJal using? 

2. Has his leadership effectiveness been impaired? 

3. Arc Subhasb and Sujata being reasonable in their complaints? 

4 . What, if anything, should be Mr. Shyamlal do now? 



CHAPTER 

14 
MOTIVATION CONCEPTS AND ITS THEORIES 

LEARNING OBJECTIVES 

After studying this chapter, you should be able to: 

• Define motivation 

• Compare and contrast the content theories -and process theories 

• Explain and discuss the managerial implications of need theories of motivation 

• Explain and discuss the managerial implications of equity theory and expectancy theory 

• Use the Porter-Lawler model to summarize the relationship among the various theories of 
motivation, performance, and job satisfaction 

INTRODUCTION 

Motivation is a reflection of the reasons why people do things. All behaviour has a purpose (often 
several). All behaviour is therefore based on choice: People choose to do the things they do. The 
tenn "motivation" was originally derived from the Latin word movere, which means "to move" 

Definitions 

Huczynski and Buchanan ( t 993) defined motivation from three perspectives: in tenns of the goals 
towards which human behaviour is directed; as the process through which those goals are pursued 
and achieved; and the social factors involved. 

Mullins (1993) summarizes motivation thus: the underlying concept of motivation is some driving 
force within indivjduals by which they attempt to achieve some goal in order to fulfill some need 
or expectation. MUllins also distinguishes between extrinsic motivation (related to tangible rewards 
such as money), and intrinsic motivation (related to psychological rewards such as the sense of 
challenge and achievement). 

Luthans (1986) sees motivation as a combination of needs, drives and incentives. Motivation is 
defined as 'a process that starts with a physiological or psychological deficiency or need that 
activates behaviour or a drive that is aimed at a goal or incentive. · 

Motivation is therefore both limited and directed by the situations and environments in which 
people find themselves. This is the general context in which people set their targets, ambitions, 
purposes, drives, goals, aims and objectives as marks of achievement and success. These are 
pursued in anticipation of the rewards - financial, social and behavioural - that their achievements 
are to bring. Satisfaction occurs when the targets set bring the anticipated rewards. Dissatisfaction 
occurs when the rewards are either not forthcoming, or else do not meet expectations. 

The topic of motivation has become increasingly i:>rominent in the efforts of organizational 
researchers and practicing mangers to understand and influence organizational behaviour. A 
survey of the orgaruzation studies to literature indicates that the theories may be grouped into 
two general classes: content theories and process theories. 

The content theories of work motivation assume that factors exist within the individual that 
energize, direct and sustain behaviour. In contrast to content theories of motivation, process 
theories of motivation attempt to describe how behaviour is energized, directed and sustained. In 
particular, process theories place heavy emphasis on describing the functioning of the individual's 
decision system as it relates to behaviour. 
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CONTENT THEORIES OF MOTIVATION 

In trus section, four of the most prominent content theories of work motivation will be discussed 
- they are (a) Maslow's hierarchy of needs, (b) Alderfer's existence-relatedness growth (ERG) 
where in needs are viewed as sequentially activated. The third theory (c) discussed in th.is section 
is Herzberg's motivator-hygiene model and (d) Me Oelland's needs theory represents needs as 
socially acquired attributes of the individual, rather than as innate psychological characteristics. 

Maslow's hierarchy of needs 

Maslow's (1954,1968) needs hierarchy is perhaps the most widely known theory relating individual 
needs to motivation, Maslow contends that people are wanting beings whose needs guide 
behaviour. Ac..:ording to Maslow. a need influences a person's activities until it has been satisfied. 
According to Maslow, lower-level needs must be satisfied, in general, before higher-level needs 
are activated sufficiently to drive behaviour. Further, only unsatisfied needs can influence 
behaviour, those that are satisfied do not motivate. 

The hierarchy of nee<ls works from the bottom of the pyramid upwards showing the most basic 
needs and motivation at the lowest levels and those created by, or fostered by, civilization and 
society towards the top of it. The needs are as follows: 

1. Physiological - The need for food, drink, air, warmth, sleep and shelter, that are basic 
survival needs related to the instinct for self prese("Vation. 

2. Safety and Security • That is, protection from danger, threats or deprivation and th.e need 
for Stability (or relative stability) of environment. 

3. Social • That is, a sense of belonging to a society and the groups within it: for example, the 
family, the organization, the work group. Also included in this level are matters to do with 
the giving and receiving of friendship; basic status n_eeds within these groups, and the 
need to participate in social activities. 

Societal and 
civilisational 
need 

Basic and 

achievement 

Esteem: 
self-esteem, self-worth 

self-regard; and the esteem, 
value o.nd regard of 01her.; 

Social: the need to belong 
10 love and be loved 

to interact with others 

Safety: the need .for 
protection and security 

Pbysiologjcal: the oeed for 
sheller, survival, food and drink 

Figure 33: A ffierarchy of Needs 

4. &teem Needs • These are tbe needs for self respect. self esteem. appreciation, recognition 

and status both on the part of the individual concemed and the society; circle or _group in 
which they interrelate; part of the esteem needs is therefore the drive to gain the respect. 
esteem and appreciation accorded by others. 

5. Self Actualizatlon - That is, the need for self-fulfillment, self-realization, personal 
development, accomplishment, mental, material and social growth and the development 

and fulfillment of the creative faculties, 

Thus, was Ille hierarchy of needs outlined. Maslow reinforced th.is by stating that people tended 

to satisfy their needs systematically. They started with the basic, instinctive needs and then 

moved up the hierarc.hy. Until one particular group of needs was satisfied a person's behaviour 

would be dominated by tbem. 



Alderfer's Existence - Relatedness - Growth (Erg) 

Theory - Tiie most popular extension and refinement of Maslow's theory of needs is the one 
proposed by Alderfer ( 1972). While Masiow's model was not developed specifically for work 
organjzations, Alderfer's theory attempted to establish a conceptualization of human needs that 

are relevant to organizational settings. In extending Masiow's theory, Alderfer argued that the 
need categories could be grouped into three more general classes: 

I. Existence - These are needs related to human existence and are comparable to Maslow's 
physiological needs and certain of rus safety needs. 

2 Relatedness - These are needs that involve interpersonal relationships in the work place. 
Relatedness needs are similar to Maslow's belongingness needs and certain of his safety 
and esteem/ego needs. 

3. Growth - These are needs associated with the development of the human potential. Included 
in this category are needs corresponding to Maslow's self-esteem and self-actualization 
needs. 

Alderfer's model agrees with Maslow's in positing that individuals tend Lo move from existence, 
through relatedness, to growth needs as needs in each category are satisfied. 

However, ERG theory differs from the needs hierarchy model in two important respects. First, 

Alderfer contends that, in addition to the satisfaction-progression process described by Maslow, 
a frustration-regression sequence also e)Cists. For example, the ERG model predic·ts that if an 
individual is continually frustrated in his or ber attempts to satisfy growth needs, then relatedness 
needs will be reactivated and become the primary drivers of behaviour. Second, and especially 

important, in contrast to the needs hierarchy theory, the ERG model does not hold that one level 
of needs must be satisfied before needs in the next level can emerge to motivate behaviour. 
Instead, the ERG model proposed that more than one need may be operative in a given individual 
at any point iD time. The ERG model appears to be less rigid than the needs hierarchy theory, 

allowing for more flexibility in describing human behaviour. 

Herzberg's Motivator-Hygiene Theory 

Herzberg's motivator-hygiene theory is. perhaps the most controver.sial theory of work motivation. 
The original research used io developing the theory was oonducted with several hundred 
accountants and engineers. It was based on questioning people in organizations in different jobs, 

at different levels, to establish 

(a) those factors that led to extreme dissatisfaction with the jobs, the environment and the 
workplace : and 

(b) those factors that led to extreme satisfaction with the job, the environment and the workplace 

The factors givi.ng rise to satisfaction he called motivators; those giving rise to dissatisfaction he 
called hygiene factors. See (figure 40) 

Herzberg argued, on the basis of these results, that eliminating the causes of dissatisfaction 

(through hygiene factors) would not result in a state of satisfaction. Instead, it would result in a 
neutral state. Satisfaction (and motivation) would occur only as a result of the use of motivators. 

Herzberg advanced a theory that was simple to grasp, was based on some empirical data, and 
equally important - offered managers specific recommendations for action to improve employed 

motivational levels. 

McClelland's Learned Needs Theory 

Another well-known content theory is the learned needs theory developed by McClelland. He 
contends that individuals acquire certain needs from the culture of a society by learning from the 
events that they experience, particularly in early life. The needs that people may learn.are the need 

,. 
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for achievement (n Ach), the need for power (n Pow) and the need for affiliation (n Aft). Once 

learned, these needs may be regarded as personal predispositions that affect the way people 
perceive work (and other) situations and that influence their pursuit of certain goals. 

Need of Achievement (n Ach) • McClelland defined (n Ach) as "behaviour toward competition 

with a standard of excellence." He and his associates defined four characteristics of individuals 
with a high need for achievement: 

(1) a strong desire to assume personal responsibility for finding solutions to problems or 

perfonning a task, 

(2) a tendency to set moderately difficult achievement goals and to rake calculated risks, 

(3) a strong desire for concrete performance feedback on tasks and 

(4) a single-minded or eoccuoation with task accornplishmenL 

Factors on the job that led to extreme dissatisfaction but not satisfaction Factors on the job that 
led to extreme satisfaction but not dissatisfaction proposed. 

Many managerial and entrepreneurial position are assumed to require such a need in individuals 
in order for them to be successful. 

Need for Power (n Pow) - The n Pow is defined as the need to control the environment, to 

influence the behaviour of others, and to be responsible for them. McClelland contends that 
individuals with a high n Pow may be characterized by: 

(1) a desire to direct and control someone else, 

(2) a concern for i;naintaining leader follower relations. 

Research evidence suggests that individuals with high n Pow tend to be superior performers, to 
be in supervisory positions, to have above average attendance records, and to be rated by others 
as having good leadership abilities. 

Need for Affiliation (n Aft) - The need for affiliation is defined as an "attraction to another 
organism in order to feel reassured from the other that the self is acceptable.'.' Individuals with a 
high n Aff desire to establish and maintain friendly and warm relationships with others. McClelland 

identified three characteristics of individuals with a high need for affiliation: 

(l) a strong desire for approval and reassurance from others, 

(2) a tendency to conform to the wishes and nonns of others when pressured by people whose 

leadership they vaJue, and 

(3) a sincere interest in the feelings of others. 
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Figure 34. 

Exercise: 

1. What motivates you? 

2 Rank the following motivators in order of priority as 1, 2, 3, 4, 5, 6,7 and 8. 

Motivators Ranks 

• Work 

• Sincerity 

• Working coordination 

• Recognition 

• Supervision 

• Growth and Advancement 

• Company policy 

• Recognition 

Scoring: 

If you have given more importance to variables pay; working condition, supervision company 
policy, Security = Indicates you are motivated by extrinsic factors. 

On the other band if you have chosen the remaining motivators then: lt indicates you are 

motivated by Intrinsic factor. 
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PROCESS THEORY OF MOTIVATION 

1n this section, the three process theories of motivation discussed are : 

(a) Equity theory 

(b) Vroom's expectancy theory and 

(c) The Porter-Lawler Model 

Equity Theory- First articulated by J. Stacey Adams, equity theory is based on the simple premise 
that people want to be treated fairly. The theory defines equity as the belief that we are being 
treated fairly in relation to others, and inequity as the belief that we are being treated unfairly in 
relation to others. 

Adams describes the equity comparison process in tenns of input/outcome ratios. Inputs are an 

individual's contributions to the organization, such as education, experience, effort and loyalty. 
Outcomes are what he or she receives in return, such as pay, recognition, social relationships and 
intrinsic rewards. (Fig. 35) 

The person compares his or her own input-to-outcome ratio with the corresponding ratio of the 
comparison - other. Figure 35 summarizes the results of an equity comparison. 

Por managers, the most important implication of equity theory relates to organizational rewards 
and reward systems. Equity theory offers managers three messages. 

First, everyone in the organization needs to understand the basis for the reward. If people are to be 

rewarded more for high-quality work than for quantity of work, the fact needs to be clearly 
communicated. Second, people tend to take a multifaceted view of their rewards, some tangible and 
others intangible. Finally, people base their actions on their perceptions of reality-if two people get 
exactly the same salary but each thinks the other gets more, they wi 11 each base their feelings of equity 
on the perception, rather than on reality. Hence, if a manager thinks two employees are fairly rewarded, 
the employees themselves may not necessarily agree. 

Comparison of Self 
with Other 

Outcomes (self) compared to 

Inputs (self) 

Equity 

!nequjty 

Outcomes (others) 

Inputs (others ) 

Motivatioo to Maintain 
Current Situation 

Motivation to Maintain 
Current Situation 

I. Change lnp11rs 

2. Change 01acomes 

3. Alter Perceptions of Self 

4. Alter Petcep1ion of Orher-

5 . Change Comparisons 

6. leave Sirualion 

Figure 35: Responses to Equ:ity and Inequity 

Vroom 's Expectancy Theory - Vroom ( 1964) presented th.e first systematic formulation of expectancy 
theory developed specifically for work situations. According to Vroom (1964) employees rationally 
evaluate various work behaviours (e.g. working overtime versus leaving work early) and then 
choose tho.se that they believe wiU lead to the work related rewards that they value most (e.g. 
promotions). Put another way, employees will decide to apply effort to those tasks that they find 
attractive and that they believe they can perfonn. The attractiveness of a particular task depends 
upon the extent to which the employee believes that its accomplishment will lead to valued 

outcomes. 



A useful way of viewing the mode is presented below: 

I. Outcomes: These are the anticipated consequences that are relevant to the individual and 
that are perceived to follow certain of his or ber work behaviours, such as a pay raise. a 
sense of accomplishment, acceptance by peers, fatigue and soon. 

2. Valence: This is the extent to which the anticipated outco{Iles appear attractive or unattractive 
to the iodividual work-related outcomes, such as good pay, a good job, group support, 
being fired, etc. These vary in their attractiveness from person to person. 

3. E➔ Expectancy: This is the effort-perfonnance (F.a P) expectancy (calle.d simply "eXpeCtancy" 
in Vroom's original work) and is defined as an individual's subjective probability that effort 
will actually lead to perfonnance on some job or task. 

4. P ➔ 0 Expectancy: Th.is is the performance-outcome (P a 0) expectancy (also called 
"instrumentality'' in Vroom 's work) and is defined as an individual's belief that a particular 
level of perfonnance in a given situation will result in a particular set of outcomes. 

This theory has generated a considerable body of research, much of which suggests that difficulties 
are encountered when testing the model. Expectancy theory does not specify whjch outcomes 
are relevant to a particular individual in a particular situation. 

We're supposed to consider employee development and its costs as part of employees' 
intrinsic rewards. But the future is so uncertain; we have no clear idea what kind of employees 
we will need in two or three years' time." 

(a) Outline the distinction between intrinsic and extrinsic reward, giving examples. 

(b) Submit an assignment related to the theory of Herzberg two-factor theory. Explain 
what do you mean by Extrinsic and Intrinsic factor of motivation. 

THE PORTER-LAWLER MODEL 

Porter and Lawler (1968) refined and extended Vroom's (1964) expectancy model. They agreed 
with Vroom that employee effort is jointly determined by the valence that employees place on 
certain outcomes and the degree to which people and their efforts will lead to the attainment of 
these rewards. However, Porter and Lawler emphasiu that effort may not necessarily result in 
performance. Furthennore, they contend that the relationship between valencies and expectancies, 
on the one hand, and effort or motivation, on tb.e other, is more complicated than Vroom's model 
suggests. The Poner-Lawler model is presented in Figure 36. 

The Porter-Lawler model holds that effort may not necessarily result in job performance for two 
reasons. First, the individual may not bave the ability to accomplish the tasks that constitute his 
or her job. Second, the person may not have a good understanding of the task to be performed 
(that is, there may be a lack of role clarity). High motivation will not result in job perfonnance if the 
employee does not have a clear grasp of the ways in which effort may be appropriately directed. 

Furthermore, the Porter-Lawler model indicates that the nature of the task has implications for the 
satisfaction performance linkage. That is, performance on a task may provide the employee with 
intrinsic rewards, extrins-ici ewards or both. 

In addition, the model holds that employees' self-ratings of perforrn~ce have a major impact on 
this belief about what levels of rewards are equitable. 

Finally, Porter and Lawler suggest what may happen after an employee perfonns. Thus, this model 
suggests that performance leads to satisfaction, rather than the opposite. 1bis was a significant 
departure from the traditional thinking. 
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Figure 36: The Porter-Lawler model of work motivuuuu. 

(From l.,ytNUt W. PoMr cl. Edward E. Lllwln' 111, Managtrial attlhuhs Q1'd pufonrumc.t. Homn1ood, 111.: /nlln, 1968, p. 165.) 

MOTIVATION IN PRACTICE 

After taking into account the various theories _.; ,r:otivation, let's discuss four motivational 
techniques - money, job enrichment, goal setting, and alternative working schedules - which 
motivate a person in practice. 

Money as a motivator - The money that employees receive in exchange for organizational 
membership is in reality a package made up of pay ·and various fringe benefits that have rupee 
value, such as insurance plans, sick leave, and vacation time. According to Maslow and Alderfer, 
pay should proveespeciaUy motivational to people who have strong lower-level needs. But at the 
same time, it might also demonstrate thal your superior cares about you, you receive prestige 
among friends and fa:mify, and your competency as a worker will be co~ed. Thus using need 
hierarchy terminology, pay can also function to satisfy social, esteem and self actualization 
needs. According to expectancy theory, if pay cah satisfy a variety of needs, it should be highly 
valent, and it should be a good motivator to the extent that it is clearly tied to perfonnance. 

The prototype of aU schemes to link pay to perfonnance on production jobs is piece-rate. More 
common than pure piece-rate is a system whereby workers are paid a basic hourly wage and paid 
a piece-rate differential on top of this hourly wage. Compared with production jobs, white-collar 
jobs frequently offer fewer objective perfonnance criteria to which pay can be tied. Attempts to 
link pay to performance on wbitecollar jobs are often called merit pay plans. When merit pay 
makes up a substantial portion of the compensation package, management has to take extreme 
care to ensure that it ties the merit pay to performance criteria that truly benefit the organization. 
Organizations bave to choose pay plans that support their strategic needs. 

(a) Profit sharing - The return of some company profit to employees in the form of a cash 
bonus or a retirement supplement. 

(b) Gain sharing - A group pay incentive plan based on productivity or performance 
' improvements over which the workforce has some control. 

(c) Skill based pay - A system in which people are paid according to the number of job skills 
they have acquired. 

After taking into consideration money as a motivator, now take a look at the job design as a motivator. 
In essence, the current goal of job design is to identify the characteristics that make some tasks more 
motivating than Qthers and to capture these characteristics in the design of jobs. 



Job scope can be defined as the breadth and depth of a job. Breadth refers to the number of 
different activities perfonned on the job, while depth refers to the degree of discretion or control 
the worker has over how these tasks are performed. "Broad" jobs require workers to do a num.ber 
of different tasks, while "deep" jobs emphasize freedom in 'planning' how to do the work. The 
motivational theories discussed previously suggest that high-scope jobs (both broad and deep) 
should provide some intrinsic motivation than low-scope jobs. 

As mentioned in the 'Quality of work life and socio-technical systems' - according to Hackman 
and Oldham, an overall measure of the motivating potential of a job can. be calculated by the 
following fonnula: 

Motivating Potential 

Skill var lety + Task identity + Task significance A t = . x u onomy x job feedback 
3 

Hackman and Oldham argue th.at work will be intrinsically motivating when it is perceived as 
· meaningful, when the worker feels responsible for the outcomes of the work and when the worker 
has knowledge about his or her work progress. Hackman and Oldham recognize that jobs that are 
high in motivating potential do not always lead to favourable outcomes. They propose certain 
moderator or contingency variables that intervene between job characteristics and outcomes. 
These moderators are: 

1. Knowledge and skill of the worker - That is, worker with weak knowledge and skills should 
not respond favourably to jobs that are high in motivating potential, since such jobs will 
prove too demanding; 

2 Second proposed moderator is 'growth need strength' - and according to Hacktnan and Oldham 
those with high growth needs should be most responsive to challenging work; and 

3. Finally, they argue that workers who are dissatisfied with the context factors surrounding 
thejob (such as pay, supervision, and company policy) will be less responsive to challenging 
work than those who are reasonably satisfied with context factors. 

Job enrichment is the design of jobs to enhance intrinsic motivation and the quality of work 
life. Many job enrichment schemes combine tasks, establish client relationships, reduce 
supervision, fonn teams, or make feedback more direct. 

Despite the theoretical attractiveness of job enrichment as a motivational strategy, 
enrichment can encounter a number of challenging problems. Mainly those are 

(a) Poor: diagnosis - of the needs of the organization and the particular jobs in question. 

(b) Lack of desire or skill - on the part of the workers. 

(c) Demand for rewards is much in the fom, of extrinsic rewards such as pay etc. 

(d) Union resistance. 

(e) Supervisory resistance. 

Now take a look at the third motivational technique that is - goal setting as a motivator. 

Goal setting as a motivator - If employees are to achieve acceptable performance, some 
method of translating organizational goals into individual goals roust be implemented. 

The notion of goal setting as a motivator has been around for a long time. Goal setting is 
that kind of motivational teclmique that uses spectfic, challenging, and acceptable goals 
and provides feedbacks to enhance performance. 

But at the same time ft is important to consider some of the factors that might affect the 
acceptance of challenging, specific goals, including participation, rewards and management 
support. 

Management by objectives (MBO) is an elaborate, systematic, ongoing, management 
programme to facilitate goal establishment, goa] accomplishment, and employee 
development. The concept was developed by management theorist Peter Druclcer. The 
objectives in MBO are simply another label for goals, In a well-designed MBO prograi:nme, 
objectives for the organization as a whole are developed by top management and diffused 
down through the organization through the MBO process. 
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Even with the best of intentions, setting specific, quantified objectives can be a difficult 
process. 

The last but not the least motivating technique is the aJtemative working schedules as 
motivators for a diverse workforce. The pWl)Ose of using this motivating technique is to 
meet diverse workforce needs and promote job satisfaction. One alternative to traditional 
work schedules is Flex-time. Flex-time is an alternative work schedule in which arrival and 
quitting times are flexible. 

Flex-time is obviously well suited to meeting the needs of a diverse workforce, since it allows 
employees to tailor arrival and departure time to their own transportation and childcare situations. 
It should reduce absenteeism, since employees can handle personal matters during conventional 
business hours. Also, flexible working hours connote a degree of prestige and trust that is usually 
reserved for executives and professionals. 

Compressed work week - A second alternative to traditional work schedules is the compressed 
work week. This system compresses the hours worked each week into fewer days. The most 
common compressed work week is the 4-40 system in which employees work four ten-hour days 
each week rather than the tradition.al five eight-hour days. 

Job sharing occurs when the part-time employees divide the work (and perhaps the benefits) of a 
full-time job. The two can share all aspects of the job equally, or some kind of complementary 
arrangement can exit in which one party does some tasks and the co-holder does other tasks. 

You are a manager of the regional office of a firm in the service sector. The slowdown in the 
economy has led to a reduction in companies' entertainment budgets, which has resulted in 
saJes falling. The Head Office is merging re~onal offices. As a result the office is re­
locating 20 miles away. There are likely to be • .:~~dancies amounting to 15% of the current 
staff which numbers 50. The Head Office have made it clear that more aggressive sales 
techniques are going to be required to help boost sales to prevent more jobs from being lost 
in the future. 

l. Identify the Appropriate motivational technique that could be applied to help solve 
the pcoblems. How will you motivate these employees? 

CONCLUSIONS 

The standpoint ta1<en is that people work better when they are highly motivated and there is a 
direct relationship between quality of perfonnance and le'Vels of motivation; the volume and 
quality of work.decline when motivation is lower or when de-motivation is present. The need to 
motivate and be motivated is continuous. 

SUMMARY 

Motivation is the extent to which persistent effort is directed toward a goal. Intrinsic motivation 
stems from the direct relationship between the worker and the task and is usually self·applied. 
Extrinsic motivation stems from the environment surrounding the task and is applied by others. 

Ne-ed theories propose that motivation will occur when employee behaviour can be directed 
toward goals or incentives tb4it satisfy personal wants or desires. The three need theories discussed 
were Maslow's need hierarchy, Alderfer's ERG theory, and McClellaad's theory of needs for 
achievement, affiliation and power. Process theories attempt to explain how motivation occurs 
rather than what specific factors are motivational. Expectancy theory argues that people will be 
motivated to engage in 

work activjties that they find attractive and tl'ta_t they feel they can accompJjsb. Fi}uity theory 
states that workers compare the inputs that they apply to their jobs and the outcomes that they 
achieve from their jobs with the inputs and outcomes of others. The Porter-Lawler model 
summarizes the relationship among the process theory variables and performance, rewards, and 
job satisfaction. 



Money should be most effective as a motivator when it is made contingent upon performance. 
Compensation plans to enhance teamwork include profit sharing, gain sharing and skill based 
pay. Recent views advocate increasing the scope (breadth and depth) of jobs to capitalize on their 
inherent motivational properties, as opposed to the job simplification of the past. Goal setting 
can be an effective motivator when goals are specific, challenging, and acceptable to workers. 
Some organizations have adopted alternative working schedules such as flex-time, the compressed 
work week, or job sharing with. ex.pectations of motivational benefits. Although these schemes 
should have little effect on productivity, they have the potential to reduce absence and turnover 
and enhance the quality of work life for a diverse workforce. 

KEYWORDS 

Motivation is defined as a process that starts with a physiological or psychological deficiency or 
need that activates behaviour or a drive that is aimed at a goal. 

Maslow hierarchy of need$: Theory of motivation relating individual need$, physiological, safety 
needs, social eastern and self actualization needs. 

Need of Achievement: Behaviour toward competition with a standard of excellence. 

Need/or power: Need to control the environment to influence the behaviour of others. 

Need/or a/filialwn: Incliyjdual need to establish and maintain friendly and wann relationship. 

Profit-sharing: The return of some company profit to employers in the from of a each bonus or a 
retirement supplement 

Gain•sharing: A group pay incentive plan based on productivity of perfornted. 

Skill based pay: A system in which people are paid according lbe no. of skill. 

Job enrichment: ls the design of jobs of enhances intrinsic motivation and the quality of work 
life. · 

MBO: Management by objective is a elaborate systematic programme to facilitate goal 
establishment. 

REVIEW QUESTIONS 

I. Discuss a time when you were highly motivated to perfornt well but perfornted poorly in 
spite of your high motivation. How do you know that your motivation was really high? 
What factors interfered with good performance? What did you Jeam·from this experience? 

2 Use Maslow's hierarchy of needs and Alderfer's ERG theory to explain why assembly line 
workers and executive vice~presidents might be susceptible to different forms of motivation. 

3. Describe in detail a·specific job io which a person with high. need for affiliation would be 
more motivated and perfonn better than a person with high need of achievement. 

4. Feelings of inequity at work can obviously make people unhappy. But how can feelings of 
inequity act as a motivator? 

5. Criticize the following assertion: People are basically the same. Thus, the motivation theones 
discussed in the chapter apply equally around the globe. 

6. Debate the following statements: "Of all the motivational techniques we have discussed in 
this chapter, goal setting is the simplest to implement. Goal, setting is no more than doing 
what a good manager should be doing anyway.'' 

7. Describe some jobs for which you think it could be difficult to link pay to perforntance. 
What is there about these jobs that provokes this difficulty? 
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Case Stud y 

MOTIVATION 

Sudhakar Sbrivas1ava (S.S.) is an engineer in a large design engineering office. Sudhakar bails from 
a rural background, and his family bad a low income and stern roles. In order to earn his college 
degree, be bad to work, and be paid most of bis own expenses. 

Sudbakar is an intelligent and capable engineer. His main fault is that be docs not want to· take 
risks. He hesitates to take decisions himself, often bringing petty and routine problems to bis 
supervisor or to other engineer colleagues of bis for a decision. Whenever he does a design job be 
brings it in rough draft to bis chief engineer for approval before be finalizes it. 

Since Sudhakar is a capable person, bis chief engineer wants to motivate him to be more independent 
in bis wock:. The chief engineer believes that this approach will improve Sudhakar's performance, 
relieve tbe chief engineer from extra routine and give Sudhakar more self confident. However the 
chief engineer is not sure how to go about motivating Sudhakar to improve his performance. 

Question 

la the role of chief engineer, explain how you would motivate Sudhakar, using at least three 
motivational models. Be as specific as possible. 



CHAPTER 

15 
APPLICATION OF EMOTIONAL INTELLIGENCE IN 
ORGANIZATION 

LEAR N I NG OBJE CT I VE S 

After studying this chapter, you should be able to: 

• Discuss HR functions. 

• Discuss emotional intelligence. 

• Develop emotional intelligence in existing employees. 

• Develop group emotional intelligence. 

A MODEL OF EMOTIONAL INTELLIGENCE AND 
ORGANISATIONAL EFFECTIVENESS 

Figure 37 presents a model (Cherniss, 2001: 8) that points to some broad factors in organizations 
that contribute to emotional intelligence. 

,--~---, I HA I I Leadership I Functions 

\ G,gaol,atk>n,J ) 
Climate 

and Culture 

Individual 
Emotional 
Intelligence 

rOuP 
Emotional 

Intelligence 

Figure 37: A Model of Emotional Intelligence and Organi7.ationa1Perfonnance 
(Chemiss, 2001: 8) 

The model illustrates three organizational factors, leadership, HR functions and organizational 
climate that are interrelated, which ultimately facilitate in relationship building by enhancing 
individual and group emotional intelligence and consequently, organizational effectiveness. 

In the earlier chapters, some of the factors have been already discussed. In this chapter, the role 
of HR functions, relationship dimension and group emotional intt;lligence, in organizational conte,ct, 
are cliscussed in detail. 

A. HR Functions and Emotional Intelligence 

Organizations can use two types of HR functions to incorporate emotional intelligence: 

a. Selecting peopJe with high emotional intelligence 

b. Developing emotional intelligence in existing employees. 
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a. Selecting People With High Emotional InteJligence 

The emotional intelligence competencies have been seen as one of the key differentiators between 
an average and an excellent executive (McClelland 1998, Goleman I 998b). Conventional HR selection 
process, which tends to focus on an applicant's educational qualifications, skills, experience and 
domain knowledge, can hardly explain the above-mentioned difference (Spencer, McClelland & 
Spencer 1992). As mentioned in the earlier chapters, interpersonal relationship building, emotional 
stability, team ability, empathy, personal awareness and ability to handle conflict situations are 
the key factors to succeed in an organisational context and these are very similar to the 
competencies of emotional intelligence. 

Keeping this in view, hiring process must include emotional intelligence competencies which will 
not only help an organization to predict the personal attributes of a potential applicant, but also 
predict, to some extent, the degree of cultural fitness of the potential employee in the organization. 
Keeping the personal ( self-awareness, self-management) and social skills (social awareness and 
social skills) clusterof EI in mind, Jacobs (2001) has proposed Er competencies, which should be 
carefully considered while recruiting CEOs, managers, individual contributors ( professionals 
and entrepreneurs), salespersons and human service workers ( doctors, nurses, teachers and 
social workers, etc.). A brief explanation of each is given below. 

CEOs - Organizations while recruiting CEOs or Senior Executives, need to consider three 
components, such as, previous related experience, high intelligence and emotional intelligence, 
since the personal attributes such as self-confidence, emotional stability, ability to build and 
maintain social and business network of a CEO/senior executive needs to match erganizational 
strategic requirements; and personal attributes of the candidate (Femandez-Araoz, 2001). 
Depending on the strategic intent of an organisation (growth, buyback, merger and acquisition, 
joint venture, etc), a CEO has to drive the organization on a growth path along with seeking to 
maintain organizational stability. Thus, the CEO is expected to play the dual and balancing roles 
of a change agent and stabilizer, while seeking to create a strategic position for the organjsation 
in a given business environment. Inevitably, emotional competencies such as, self confidence, 
motivation, optimism, self-regulation and so on should be well considered in the recruitment 
process. 

Managers - Since the effectiveness of managers depends largely on getting the job done by 
influencing, inspiring and motivating the followers, the self-confidence factor perhaps acts as the 
most important self skill EI factor along with self. control, trustworthiness and achievement 
orientation. In the sociaj skill cluster, empathy, organizational awareness, influence, communication, 
conflict management and developing the followers are the most important ones. 

Individual contributors (profess.ionals and entrepreneurs) - According to McClelland (1985), 
Spencer & Spe.ncer (1993), achievement-orientation is the key differentiator of outstanding 
individual contributors. Thus, emotionally intelligent behaviors related to achievement-orientation 
becomes the most crucial in recruiting those individuals. Self skills of emotional intelligence, such 
as, accurate self- assessment (which helps in self analysis in terms of strengths and weaknesses), 
self-control, initiative and consdentiousness are key contributors to the effectiveness of such 
people. [n terms of social skills which arise from and nurtured by emotional intelligence, willingness 
to help, consult, and assist clients and customers, building networks, working and leading teams 
and collaborating become vital for the professionals and the entrepreneurs. 

Sales people - Achievement orientation and initiative are significant attributes 'in sales people. 
Additionally, to convince a potential clienl to get engaged in a tangible contract for buying a 
product or a service, it ·requires influence competence. As a logical corollary of this, sales people 
need more empathy and capabilities to work effectively in teams. 

Human service workers (doctors, nurses, teachers and social workers) - Excel1ent perfonners in 
these fields require skills such as self-confidence, self assessment and self control, service 
orientation, empathy, interpersonal communication skills, ability to work in teams. The above 
discussion has been summarised in the following table (Table 22). 



Table 22: Skill-sets to be Considered During Recruitment and Selection 

Individual candidate Self skill component of Soclal skill component 
emotional Intelligence of emotional intelligence 

CEO • Self - confidence • Influence 

• Motivation • Inspire 

• Optimism • Social skill 

• Self-regulation • Empathy 

Managers • Inspiring and motivating • Empathy 

• Seif-confidence • Influence 

• Self- control • Communication 

• Trustworthiness • Conflict 

• Achievement management 

orientation • Developing the 
followers 

Individual contributors • Achievement • Willingness to help 

orientation • Empathy 

• Self- assessment • Power of convincing 

• Self- control others 

• Initiative 

• Conscientiousness 

Sales people • Achievement • Influence 

orientation • Empathy 

• Initiative • Tearn working 
capabilities 

Human service workers • Self-confidence • Service orientation 

• Self assessment • Empathy 

• Self control • Interpersonal 
communication 
skills 

• Ability to work in . ). teams 

Depending on the competencies that are needed, an organization should adopt reliable and valid 
method to assess the potential aspirant's candidature. One of the most popular techniques for 
selecting emotional intelligence competencies is the behavioral event interview or critical incident 
interview. The purpose of this interview is to find out the behaviors, thoughts and feelings of a 
candidate during cenain events that are personalJy important to him/her. After putting the 
candidates in specific situations, the trained interviewers record the felt and expressed behaviors, 
decode them and predict the candidate's emotional strengths and weaknesses, which may be 
repeated in the similar types of situations. 

Another approach can be to distribute the self-report questionnaire among the candidar.es where 
they explain their own behavior in certain given situations which can predict their emotional 
characteristics. In chapter nine, an instrument for measuring emotional intelligence in Indian 
executives (Bbattacharya2003)-BEIS-In, has been explained in detail, which may be used for this 
purpose in the Indian context. 

b. Developing Emotional Intelligence in Existing Employees 

Developing emotional intelligence in ex,isting workforce requires time, commitment and top 
man~gement's support. The following 22 guidelines, were developed for the consortium for 
Research on Emotional Intelligence by Daniel Goleman and Cary Chemiss, with the assistance of 
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Kim Cowan, Rob Emmerling. and Mitchel Adler. They represent the best current knowledge about 
how to promote emotional iotelligence in the workplace. These guidelines are based on an 
exhaustive review of the research literature in training and development, counselling and 
psychotherapy, and behavioral change. The guidelines are divided into four phases that correspond 
to the four phases of the development process: preparation, training, transfer and maintenance, 
and evaluation. 

Preparation 

I. ~ the organization's needs: Determine the competeocies that are most critical for 
effective job performance in a particular type of job. In doing so. use a vaJjd method, such 
as comparison of the behavioural events, interviews of superior performers and average 
performers. Also make sure the competencies to be developed are congruent with the 
organisation's culture and overall strategy. 

2 A~ the individual: This assessment should be based on the key competencies needed 
for a p:micular job, and the data should come from multiple sources using multiple methods 
to maximize credibility and valicilty. 

3. Deliver assessments with care: Give the individual information on his/her strengths and 
weaknesses. In doing so. one should try to be accurate, clear and non-judgmental. Also, 
allow plenty of time for the person to digest, absorb, and integrate the information. Provide 
feedback in a safe and supportive environment in ,order to minimise resistance and 
defensiveness. But also avoid making excuses or downplaying the seriousness of 
deficiencies. 

4. Maximise learner choice; People are more motivated to change when they choose to do so 
freely. As much as possible, aJJow people to decide whether or not they will participate in 
the development process, and have them set the goals of change themselves. 

5. Encourage people to participate: People will be more likely to participate in development 
efforts if they perceive them to be worthwhile and effective, Organizational policies and 
procedures should encourage people to participate in development activity, and supervisors 
should provide encouragement and the necessary support. Motivation will also be 
enhanced, if people trust the credibility of those who encourage them to undertake the 
training. 

6. Link learning goals to personal values: People are most motivated to pursue change that 
fits with their values and hopes. lf a change matters little to people, they won't pursue it. 
Help people understand whether a given change fits with what matters, most to them. 

7. Adjust e-xpectations: Build positive expectations by showing learners that social and 
emotional competence can be improved and that such improvement wiU lead to valued 
outcomes. Also, make sure that the learners have realistic expectations of what the training 
process will involve. 

8. Gauge readin~: Assess whether the individual is ready for training. If the person is not 
ready because of insufficient motivation or other reasons, make readiness the focus of 
intervention efforts. 

Training 

9. Foster a positi'1erelationship between the trainers and learners: Trainers who are warm, 
genuine, and empathic are best able to engage the learners in the change process. Select 
trainers who have these.qualities, and make sure that they use them when working with the 
learners. 

IO. Make change self-directed: Learning is more effective when peopledirect their own learning 
program, truloriQg it to their unique needs and circumstances. In addition to allowing 
people to set their own learning goals, let them continue to be in charge of their learning 
throughout the program, aod tailor the trruning approach to the iodividual 's learning style. 

11. Set clear goals: People need to be clear about what the competence is, ~ow to acquire.it, 
and how to show it on the job. Spell out the specific behaviors and skills that make up the 
target competence. Make sure thal the goals are clear. specific and optimally challeoging. 



12. Break goals into manageable steps: Change is more likely to occur if the change process is 
divided into manageable steps. Encourage both trainers and trainees to avoid being overly 
ambitious. 

13. Provide opportunities to practice.: Lasting change requires sustained practice on the job 
and elsewhere in life. An automatic habit is being unlearned and different responses are 
replacing it. Use naturally occumng opportunities for practice at work and in life. Encourage 
the trainees to try the new behaviors repeatedly and consistently over a period of months, 

14. Give performance feedback: Ongoing feedback encourages people and directs change. 
Provide focused and sustained feedback as the learners practice new behaviours. Make 
sure that supervisors, peers, friends, family members or some combination of these give 
periodic feedback on progress. 

15. Rely on experiential methods: Active, concrete, experiential methods.tend to work best for 
learning social and emotional competencies. Development activities that engage all the 
senses and that are dramatic and powerful can be especially effective. 

16. Build in support: Change is facilitated through ongoing support of others who are going 
through similar changes (such as a support group). Programs should encourage the 
formation of groups where people give each other support throughout the change effort. 
Coaches and mentors also can be valuable in helping support the desired change. 

17. Use models: Use live or videotaped models that clearly show how the co,npetency can be 
used in realistic situations. Encourage learners to study, analyze, and emulate the models. 

18. Enhance insight: Self-awareness is the cornerstone of emotional and social competence. 
Help learners acquire greater understanding about how their thoughts, feelings and behavior 
affect themselves and otherS. 

19. Prevent relapse: Use relapse prevention, which helps people use lapses and mistakes as 
lessons to prepare themselves for further efforts. 

Transfer and Maintenance or Change 

20. Encourage use of skills on the job: Supervisors, peers, and subordinates should reinforce 
and reward learners for using their new skills on the job. Coaches and mentors also can 
serve this function. Also, provide prompts and cues, such as through periodic follow-ups. 
Change also is more likely to endure when high status persons, such as supervisors and 
upper-level management, model it 

21. DeYelop an organisational culture that supports learning: Cbange will be more enduring if 
the organization's culture and tone support the change and offer a safe atmosphere for 
experimentation. 

Evaluating Change 

22. EYaluate: To see if the development effort has lasting effects, evaluate it. When possible, 
find unobtrusive measures of the competence or skill as shown on the job, before ·and after 
training and also at least two months later. One-year follow-ups also are highly desirable. 
In addition to charting progress on the acquisition of competencies, also assess the impact 
on important job-related outcomes, such as, performance measures, and indicators of 
adjustment such as absenteeism, grievances, health status and so on. 

[*Chemiss, C., Goleman, D .. Emmerling, R , Cowan, K. & Adler, M. (1998). Bringing Emotional 
Intelligence to tbe Workplace: A Technical Report Issued by the Consortium for Research on 
Emotional Intelligence in Organizations. New Brunswick, NJ: Consortium for Research on Emotional 
InteJ!lgence in Organizations. Rutgers University. [Cited with pennis.sion] 

B. Relationship Dimension 

Social and emotional learning through relationship building is a phenomenon which has become 
a very interesting ai,ea to investigate in tenns of career development and training effectiveness 
(Morrow, Jarrett & Repinski, 1997; Kram 1988, 1996; Kram & Issabella , 1985) in today's globalised, 
divei:sified business environment which advocates for cross-cultural, cross-boundary and self­
managed team work to achieve organizational mission and vision. Relationship building not only 
leads to learning in terms of knowledge and skill, but also in tenns of social an~ emotional 
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learning. This means acquiring the skills of accommodating, adjusting and learning to work in 
competitive work environments and handling social and emotional pressures accom-panying 
such work environments, effectively. This is seen as an essential component of gaining emotional 
stability to manage oneself and others in work places. 

Kram & Cherniss (2001), on the basis of two modes of initiation, I.hat is fonnally arranged and 

naturally occurring, proposed the following modes of relationship building, under which social 
and emotional learning may occur in organizations: 

Formally assigned mentoring and coaching relationships- Usually, guidelines are provided for 
this type of learning. Orientation and training to help individuals to develop skills, idealJy required 
for mentoring, such as, active listening, soLiciting and coaching are provided. Learning outcomes 
of such relationships vary with personal objectives, career stages, willingness of the participants 
(mentors and mentored) and available resources (time, finance, infrastructure). Apart from the 
mentoring programs, formal coaching relationships are also becoming significant developmental 
tools, where, internal or external coaches are allocated for specific individuals (mostly, executives) 
having specific objectives in mind (Kinlaw, 1993; HalJ, Otazo & Hollenbeck, 1999). · 

Emerging mentoring and coaching relationship -This kind of relationship naturalJy evolves as 
a result of informal interaction, mutual respects and personal willingness. In favourable 
organizational conditions, individuals can benefit from th.is type ofrelationship. In fact, since this 
type of relationship has no fonnal binding on inctividuals, the employees can engage themselves 
in coaching and mentoring in a larger context of both organizational and individual goals. 

Supervisory and intra.team relationships- Traditionally, supervisory responsibilities include a 
reporting relationship between the supervisors and the staff. ldeally speaking, the reporting 
relationship encompasses not only the monitor role, but also a deve lopmental role in terms of 
bridging the perfonnance gaps or encouraging the staff to ex.eel at work place. Performance 
management through a 360 degree feedback process (performance feedback from the boss. 
subordinates, peers and selt) on a continuous basis and regular performance appraisal act as-vital 
developmental tools in this context. 

Emergent peer and organizational network -This type of relationship is mostly work-need based 
and involves direct interactions witli immediate co-workers, and team members. 

All the four types of relationship building interventions nor only enhance emotional intelligence 
competencies, such as~ emotional adjustment, self-analysis, accepting positive criticism and self­
rectification in mentored, but also in mentors and coaches, in terms of initiatives, social awareness. 
empathy, communication skill, etc .• for creating and effecting a positive and functional 
organizational climate. 

m. Group Emotional bitelligence (GEi) 

To work as an effective group, it is necessary to enhance group consensus and cohesion by 
minimising intended conflicting tendencies among individual group members, which are potentialJy 
brought into the group as pre-programmed orientations by individual group members. These 

orientations contain biases, resulting from unique socialization processes and experiences and 
culturerspecific nonnative patterns of individual group members, which have become a part of 
their personaliry. However, the group members have to gradually leam to suspend their judgment 

and beliefs and question them adequately to become re-socialized in the new nonnative structure, 
as required for effective group functjoning. The re-socialization process essentially requires 
group members to evolve mechanisms for minimising conflicts to enhance their consensus­
building abilities. 1n this, emotional inrelligence can become an effective tool to reduce iotra­

group conflicts, and enhancing effective group norms, commonly shared and cherished by all. 

Some of the potentially common conflict-generating processes, which need attention in developing 

emotional intelligence among group members, are given below: 

• Competing: When one person seeks to satisfy his or her own interests, regardJess of th~ 
impact on the other parties to the conflict 



• Collaborating: When the parties to conflict each desires to fulJy satisfy the concerns of all 

parties. The intention is to solve the probJem by clarifying differences rather than by 
accommodating. 

• Avoid_ing: A person may recognise that a contlict exists and wants to withdraw from it or 
suppress it. 

• Accommodating: When one party seeks to appease 3.11 npponent, that party is willing to 
be self-sacrificing. 

• Compromising: When each party to the conflict seeks to give up something, sbaring 
occurs, resulting in a compromised outcome. There is no clear winner or loser and the 
solution provides incomplete satisfaction of both parties· concerns. 

It must be understood that though all lhe above-mentioned processes in major proportion can 

contribute positively in developing emotional intelligence and consensus building process in 
group, they can also become the vehicles of generating discord among the group members. It is 
a common phenomenon in the group that, all the above-mentioned processes, would get triggered 

in different proportions, leading to excessive emotional (both negative and positive) outbursts 
among group members while the group tries to grapple with issues and situations. Therefore, 
either infonnally or formally. the group has to evolve a mechanism for having Leader(s) who will 

modulate these tendencies among group members to channelize thefr emotions in constructive 
rather than distractive ways. In this process, cooperation and collaboration seem to stand the 
chance for creating maximum positive impact for generating positive energy in the group members. 

Collective beliefs in a group, such as trust, group identity and group efficacy, facilitate collaboration 
and cooperation (Druskat & wolff, 200 l). GE1 is essential fo,:; building these beliefs and cooperation 

and coJlaboration, which have been illustrated below: 

Trust: Trust plays a vital role for building cooperation in a group (Coleman, 1988; Jones&George, 

I 998; Mc.Allister, 1995). Trust is both affective and cognitive; it involves a sense of obligation 
and expectation (Coleman, 1990) and reciprocity (Clarkson, 1998).When an expectation is met or 
an obligation is fu lfilled, a sense of trust develops. Trust is a powerful group resource fostering 
cooperation and collaboration. 

Group Identity: It is a collective belief of the group .It is unique, important and attractive entity. It 

functions as a boundary (Yan and Louis 1999)for the group which takes care of the group 
membership, feelings of inclusiveness and attachment It creates lhe sense of secll(lty (Kahn, 1998) 
during periods of organizational uncertainty. Managers build group identity among group members 

to facilitate cooperation and commitment (Boyatzis, 1982) in the group. It gives the members a 

feeling that their goals and future plans are linked. 

Group Efficacy: The efficacy of the group is related to the effectiveness of the task (Campion et 

al; 1993; Shea and Guzzo, 1987; Silver & Bufanio, 1996).This supports cooperation and 
collaboration as group members sense that they can be more effective in a group than as an 
individual. It becomes self--fu(filling prophecy (Darley fazio, 1980). 

All Che three group processes by facilitating cooperation and collaboration enhance group 
decision-making and group effectiveness (Ancona & Caldwell, l 992;Clarkson, 1998; Dirks, 1999; 

Edmondson. 1999; Jones and George, 1998). 

Based on the above discussion, Druskat and Wolff (200l) have proposed the following model 
which demonstrates th.e connection of emotional process and collective beliefs (Figure no. 38): 
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Figure38:TheConnection between the Emotional Process and Collective Beliefs 
(Druskat and Wolff, 2001: 138) 

Group Emotional Intelligence (GEi) • GBI is an ability of a group to generate shared set of noons 
that m,anage emotional process in a way which builds trust, group identity and group efficacy 
(Druskat & Wolff, 2001). A group with high GEI creates a positive cycle and through the norms it 
develops to influence the emotional process. Dimensions of GEI are: (i) Managing emotion in the 
indjvjdual arena and (ii) Managing emotion in the group arena. 

(i) Managing Emotion in the Individual Arena: There are two dimensions bow one can manage 
individual emotions in a group context: 

a. Group awareness ofmembers - It includes 'perspective talcing' (Boland&Tenkasi, 1995; 
Schober,1998), which occurs during conversation with an individual with the idea of 
willingness to consider matters from the other person's point of view; and 'personal 
Understanding', which is the understanding of spoken and unspoken feelings, interests, 
concerns, strengths and weaknesses of the group members. 

b. Group reg~laJion of member emotional expresswn - It includes 'confrontation with 
the members' who break nonns', and 'caring orientation' which increases safety, 
cohesiveness and satisfaction with personal learning and development. 

(ii) Managing Emotion in the group Arena - To utilise the effect of emotions at the group level, 
'group self-awareness' and 'group self-regulation' are essential (Barsade & Gibson,1998), 
which are explained below: 

Team self evaluation: It is the ability of the group to evaluate itself i.e.; it's strengths, weaknesses, 
while operating and interacting as a team. 

Feedbackand positive criticism: According to Nadler ( 1979) the impact of feedback on motivation 
and cueing can bring about a positive change in a group. Factors such as attraction to the group, 
pride, involvement, self-esteem are improved by positive feedback. 

Group self-regulation - It is the group's ability to manage its emotional states and create desirable 
response. According to Holmer ( 1994) it is coping or managing with emotional challenge which is 
a psychological threat perceived in a situation. The re~ponse to this emotional challenge affects 
perception of individual or the group and interpretations of the fact and their ability to take 
appropriate action. A group with low emotional capacity ignores the tensions at work place and 
blames external factors to be the cause of these tensions. Groups with high emotional capacity 
recognize and confront the problem with full awareness and responsiveness. 



The following figure (no. 39) represents the above schematically. 
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Figure 39: Dimensions of Group Omotional Intelligence (Druskat and Wolff, 2001: 141)* 

DEVELOPING GROUP EMOTIONAL INTELLIGENCE 

GEi emerges through a four~phase process (Bettenhausen and Murnighan, 1985; Feldman, 1984; 
Festinger, 1954; Weick & Bougon. 1986): 

1. Group members come together and base their behaviour and expectations on their prior 
experiences in similar situations and the group nonns are formed. 

2 The interaction of the members allows them to study their actions, observations and 
reflections which. help them to create and sense out common experienc~s which shape up 
their expectations. This phase also involves experiments with risk-taking behaviour and 
reflections about the behavioral consequences. 

3. The members begin to challenge the emerging statues-quo of the group and to voice their 
preferences (l3ettenhausen and Murnighan, 1985). The challenge can either provoke 
discussion and negotiation which will lead to altered group path or it could be dismissed 
after perceiving the group's existing directions. These challenging norms have to be accepted 
by the majority of group members. lf the GEi norms are not developed then individuals 
should make interventions to support the GEI norms and try to influence other group 
members i:n that direction. 

4. The group members start behaving according to expected group behavior and later their 
original and individual behavior with which they entered the group. 

For building effective groups, it is required to build group trust, group identity and group efficacy. 
'This is only possible if GEI is nunured through group cooperation, and collaboration which 
should be encouraged and supported by the organizational systems such as-, reward systems, 
education systems and culture. In today's changing world, cross-functional and empowered 
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teains are gaining importance in developing group interactions and group member relationships. 

They are the critical detenninants of group effectiveness. A group actively chooses and constructs 
norms that prescribe how members should treat one another, work together and also deal with the 
persons outside the group. These norms that will build emotionally intelligent groups which in 
turn will have strong emotional attachments and will influence effective processes and group 
effectiveness. 

Studt•nt .\cti\ it) 31 

1. Differentiate between managing emotion in the Individual Arena and Managing 
Emotions in the group Arena. 

2 How relationship dimensions arehelpful in developing emotional intelligence ainong 
existing employees. 

SUMMARY 

Organizations can use two types of HR functions to incorporate emotional intelligence: 

a. Selecting people with high emotional intelligence 

b. Developing emotional intelligence in existing employees. 

GEi emerges through a four-phase process 

For building effective groups, it is required to build group trust, group identity and group efficacy. 

REVIEW QUESTIONS 

l. Describe the model of EI in your organisation? 

2 How can EI be developed in an undividend or group? 

FURTHER READINGS 

Sengupta, M, Emotional Intelligence, Excel Books, New Delhi. 

Goleman, D, Emotional Intelligence. 



CHAPTER 

16 
MEANING AND DETERMINANTS OF 
ORGANIZATIONALBEHA VI OUR 

LEARNING OBJECTIV ES 

After studying this chapter, you should be able to: 

• Define organizational behaviour 

• Trace the historical roots of organizational behaviour 

• Discuss the emergence of organizational behaviour, including its precursors, the Hawthorne 
studies, and human relations 

• Describe contemporary organizational behaviour-its basic characteristics, concepts, and 
importance 

• Identify and discuss emerging perspectives in organizational behaviour 

WHAT IS ORGANIZATIONAL BEHAVIOUR? 

Organizational behaviour (OB) is the study of human behaviour in organizational setting, the 
interface between human behaviour the organization, and the organizational itself. Although we 
can focus on any one of these three areas, do remember that all three are ultimately relevant for a 
comprehensive understanding of organizational behavioW'. For example, we can study individual 
behaviour without explicitly considering the organization. But, because the organization influences 
and is influenced by the individual, we can't understand the individual's behaviour completely 
without learning something about the organization. Similarly, we can study organizations without 
focusing specifically on the people within them. But, again, we are loolcing at only a portion of the 
puzzle. Eventually, we must consider the other pieces as well as the whole. 

Figure 40 illustrates this view of organizational behaviour. The Figure shows the linkages 
among human behaviour in organizational settings, the individual-organizational interface, 
the organization, and the environment surrounding the organization. Each individual brings 
to an organization a unique set of personal characteristics, experiences from other 
organizations, and a personal background. In considering the people who work in 
organizations, therefore, organizational behaviour must look at the unique perspective that 
each individual brings to the work setting. For example, suppose Texas fnstruments hires a 
cons_ultant to investigate employee turnover. As a starting point, he or she might analyze the 
kinds of people usually hired by the ft.rm. The goal of this analysis would be to learn as much 
as possible about the nature of the company's work force as individuals-their expectatfons, 
personal goals, and so forth. 

Environment 

• · Human Behaviour in\ 
Organizational Settings 

The Organization 

E 
.t 

nvrronment 

Figure 40: The Nature of Organizational Behaviour 
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But individuals do not work in isolation. They come in contact with other individuals and the 

organization in a variety of ways. Points of contact include managers, co-workers, the formal 
policies and procedures of the organization, and various changes implemented by the organization. 

Over time, the individual, too, changes; as a function of both the personal experiences and 
marurity, and work experiences and the organization. The organization is also affecte•d by the 
presence, and eventual absence, of the individual. Clearly, then, the study of organizational 

behaviour must consider the ways in which the individual and the organization interact. Thus, the 
consultant studying turnover at Texas Instruments might next look at the orientation procedures 
for newcomers to the organization. The goal of this phase of the study would be to understand 
some of the dynamics of how incoming-individuals interact with the broader organizational context. 

An organization, characteristically, exists before a particular person joins it and continues to exist 
after he or she has left. Thus, the organization itself represents a crucial third perspective from 
which to view organizational behaviour. For instance, the consultant studying turnover would 

also need to study the structure of Texas Instruments. An understanding of factors like performance 
evaluation and reward systems, decision-making and communication patterns, and the design of 
the firm itself can provide added insight into why some people choose to leave a company and 

others elect to stay. 

Tums, the field of organizational behaviour is both exciting and complex, Myriad variables and 

concepts go along with the interactions just described; and, together, these factors greatly 
complicate the manager's ability to understand, appreciate, and manage others in the organization. 
They also provide unique opportunities to enhance personal and organizational effectiveness. 
The key, of course, is understanding, To provide a groundwork for this understanding, we look 
next at the hlstorical roots of the field. 

THE HISTORICAL ROOTS OF ORGANIZATIONAL 
BEHAVIOUR 

Some fields, such as physics and chi;mistry, are thousands of years old. Management has also 
been around in one form or another for centuries as described in International Perspective. But, 
because serious interest in the study of management did not develop until around the turn of this 
century, organizational behaviour is only a few decades old. One reason for the relatively late 
development of management as a scientific field is that few large business organizations existed 
until around a hundred years ago. Although management is just as important to a small organization 
as to a large one, large firms were necessary to provide both a stimulus and a laboratory for 
management research. 

A second reason for the late emergence of management as a scientific field was the asswnption 
that management and other business issues were part of economics. Economists, in tum, assumed 
that management practices were by nature efficient and effective, and therefore concentrated 
their attention on hi_gher Jevels of analysis such as national economic policy and industrial 
structures. 

Finally, in addition to being a relatively young field of study, management is a social science 
rather than a natural science; and so, its variables and concepts are more difficult to identify, 
define, measure, and predict than those associated with physical phenomena. A physical scientist 
can formulate a hypothesis or law such as "Jf you apply this process to this material under these 
specified conditions, the result will always be of the form .... . " Other scientists can easily verify 
the proposed relationship and take it as a given in subsequent research. A social scientist, in 
contrast, can seldom say "If you provide a person in the workplace with a certain reward, the 
response will always be of the fonn . ..• . "The complex..ities of indj vidual understanding, perception, 
and motivation are too great to permit the formulation of such laws. (Social scientists try to do so 
sometimes, but the result is generally controversial.) Hence, the soc_iaJ sciences tend to progress 

more slowly than the natural sciences. 



SCIENTIFIC MANAGEMENT 

One of the first approaches to the study of management, popularized during the first years of th.is 

century, was scientific management. Several individuals helped establish scientific management, 
including Frank and Lillian Gilbreth, Henry Gantt, and Harrington Emerson, but the name of 
Frederick W. Taylor is most closely identified with this approach. Early in his life, Taylor developed 
an interest in efficiency and productivity. While working as a foreman at Midvale Steel Company 

in Philadelphia from 1878 to 1890, he became aware of a phenomenon he calJed soldiering, the 
practice of working considerably slower than one can. Because managers had never systematically 
studied jobs in the plant- and, in fact, had little idea of how to gauge worker productivity-they 
were unaware of this practice. 

To counteract the effects of soldiering, Taylor developed several innovative techniques. He 

studied all the jobs in the plant and developed a standardized method for performing each one. He 
also installed a piece-rate pay system in which each worker was paid for the amount of work he or 
she completed during the workday rather than for the time spent on the job. These changes 

boosted productivity markedly. 

After leaving M idvale, Taylor spent several years working as a management consultant for 

industrial finns. At Bethlehem Steel Company, for instance, he developed several efficient 
techniques for loading and unloading rail cars. And, at Simonds Rolling Maohine Company, he 

redesigned jobs, introduced rest breaks to combat fatigue, and jmplemented a piece-rate pay 
system. In e:very case., Taylor claimed his ideas and methods greatly improved worker output. His 
book entitled Principles of Scientific Management, published in 1911, was greeted with enthusiasm 

by practicing managers, and quickly became a standard reference. 

The essence of scientific management is summarized in Fig. 41. Note that the manager is supposed 
to play the roles of planner and co-ordinator. An additional aspect of Taylor's approach, not 
shown in the Figure but reflected in bis enthusiasm for piece-rate pay systems, was his belief that 
all employees are economically motivated. That is, he assumed that monetary rewards were the 

primary incentive managers could use to motivate workers to achieve higher levels of output 

Scientific management quickly became a mainstay of American business thinking. It facilitated 
job specialization and mass production, profoundly influencing the American business system. 

Taylor had his critics, however. Labor opposed scientific management because of its explicit goal 
of getting more output from workers. Congress investigated Tay lor's methods and ideas because 
some argued that his incentive system would dehumanize the workplace and reduce workers to 
little more than robots. Later theorists recognized that Taylor's views of employee motivation 

Were inadequate and narrow. And there have been recent alJegations that Taylor falsified some of 
his research findings and paid someone to do his writing for him. Still, scientific management 

remains a cornerstone of contemporary thought. 

Phase 1: A Task, A Manager, and A Pool of workersa 

Manager 

Phase 2: Task Analysis, Breakdown, and Job Spedalizatloo by Manager 
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Phase 3: Task Assignment and Training 

I---;-,.~ 
Phase 4: Continued Supervision, Coordination, and Planning by Manager 

Figure 41: Phases of scientific management 

CLASSICAL ORGANIZATION THEORY 

Scientific management dealt almost exclusively with the interaction between a person and his or 
her job. During the period of scientific management's popularity, another school of management 

thought also emerged. Generally referred to as cla~~kal organization theory, it was concerned 
with structuring organizations effectively. Whereas s,:icntific management studied how individual 
workers could be made more efficient, classical organization theory studied how a large number of 
workers and managers could be most effectively organized into an overall structure. 

Major contributors to classical organization theory included Henri Fayol, Lyndall Urwick, and 
Max Weber. Weber, the most prominent of the three, proposed a "bureaucratic" fonn of structure 

that, be thought, would work for all organizations. Although the tenn bureaucracy today generally 
connotes paperwork, red tape. and inflexibility, Weber's model bureaucracy embraced logic, 
rationality, and efficiency. Weber assumed that the bureaucratic structure would always be the 
most efficient approach. (Such a blanket prescription represents a universal approach.) The 

elements of Weber's ideal bureaucracy are summarized in Fig. 42. 

In contrast to Weber's views, contemporary organization theorists recognize that different 
organization structures may be appropriate in different situations. However, Weber's ideas, and 
the concepts associated with his bureaucratic structure, are still interesting and relevant today. 
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Separation of 
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Decisions, Rules and Procedures 
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Figure 42: Elements ofWeber'sideaJ bureaucracy 

THE EMERGENCE OF ORGANIZATIONAL BEHAVIOUR 

The centraJ themes of both scientific management and classical organization theory were rationality, 
efficiency, and standardization. The roles of individuals and groups in organizations were either 
ignored aJtogether or given only minimal attention. A few writers and managers, however, recognized 
the importance of individual and sociaJ processes in organizations. 

Precursors of Organizational Behaviour 

In the early nineteenth century, Robert Owen, a British industrialist, attempted to improve the 
condition of industrial workers. He improved working conditions, raised the minimum ages for 
hiring children, introduced meaJs for employees, and shortened working hours. Early in the twentieth 
century, the noted German psychologist Hugo Musterberg argued that the field of psychology 
could provide important insights into areas such as motivation and the hiring of new employees. 
Another writer in the early 1900s, Mary Parker Follett, believed that management should become 
more democratic in its dealings with employees. An expert in vocational guidance, Follett argued 
that organizations should strive harder to accommodate their employees' human needs. 

/ 
Owen, Musterberg, and Follett held minority views, however, that were not widely shared ·by 
practicing managers. Not until the 1930s did much change in the management's perception of the 
relationship between the individual and the workplace. At that time a series of research studies 
led to the emergence of organizational behaviour as a field of study. 

The Hawthorne Studies 

The Hawthorne studies were conducted between 191:7 and 1932 at Western Electric 's Hawthorne 
Plant near Chicago. General Electric initially sponsored the research but withdrew its support 
after the first study was finished'. Several researchers were involved, the best known being Elton 
Mayo and Fritz RoethHsberger, Harvard faculty members and consultants, and Willian' Dickson, 
chief of Hawtbome's Employee Relations Research Department 

The first major experiment at Hawthorne studied the effects of different levels of lighting on 
productivity. The resear:chers systematically manipulated the lighting of the area in which a group 
of women worked. The group's productivity was measured and compared with that of another 
group (the control group) whose lighting was left unchanged. As lighting was increased for the 
experimental group, productivity went up----but, surprisiogly, so did the productivity of the control 
group. Even when lighting was subsequently reduced, the productivity of both groups continued 
to increase. Not until the lighting had become about as dim as moonlight did productivity decline. 

In another major experiment, a piecework incentive system was established for a nine-man group 
that assembled terminal banks for telephone exchanges. Proponents of scientific management 
would have expected each man to work as hard as he could to maximize his own personal income. 
But the Hawthorne researchers found instead that the group as a whole established ao acceptable 
level of output for .its members. Individuals who failed to meet this level were dubbed "chiselers", 
while those who exceeded it by too much were branded "rate busters". A worl.<er who wanted to 

be accepted by the group could not produce at too high or too low a level Thus, as a worker 
approached the accepted level each day he slowed down so as not to overproduce. 
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After a follow-up interview prog1am with several thousand workers, the Hawthorne researchers 
concluded that the human element in the workplace was considerably more important than thought 
previously. The lighting experiment. for example, suggested that productivity might increase 
simply because workers were singled out for special treatment and, thus, perhaps felt more 
valued. In the incentive system experiment, being accepted as a part of the group evidently meant 
more to the workers than earning extra money. Several other studies supported the overall 
conclusion that individual and social processes are too important to ignore. 

Like the work of Taylor, the Hawthorne studies have recently been called into question. Critics 
cite deficiencies in research methods and alternative explanatioµs of the findings. Again, however, 
these studies played a major role in the advancement of the field and are still among its most 
frequently cited works. 

Human Relations 

The Hawthorne studies created quife a stir among managers and management researchers, 
providing the foundation for an entirely new school of management thought, which came to be 
known as the human relations movement. The basic premises underlying the human relations 
movement we.re that people respond primarily to their social environment, that motivation depends 
more on social needs than economic needs, and that satisfied employees work harder than 
unsatisfied employees. Titls perspective represented a fundamental shift away from the philosophy 
and values of scientific management and classical organization theory. 

The values of the human relationists are exemplified in the work of Douglas McGregor and 
Abraham Maslow. McGregor is best known for his classic book The Human Side of Enterprise in 
which he identified two opposing perspectives that, he believed, typified managerial views of 
employees. Some managers, McGregor said, subscribed to what he labeled Theory X. whose 
characteristics are summarized in Table 23. Theory X talces a generally negative and pessimistic 
view of human nature and employee behaviour. In many ways. it is consistent with the tenets of 
scientific management. A muoh more optimistic and positive view of employees is to be found in 
ThCQfY Y, also summarized in Table 23. Theory Y, generally representative of the human relations 
perspective. was the approach McGregor himself advocated. 

In 1943, Abraham Maslow published a pioneering theory of employee motivation that became 
well-known and widely accepted among managers. Maslow's theory, which we describe in detail 
in Chapter 4, assumes that motivation ari,$es from a hierarchical series of needs. As the needs at 
each level are satisfied, the individual progresses to the next higher level. 

The Hawthorne studies and the human relations movement played major roles in developing the 
foundations for the field of organizational behaviour. Some of the early lheorists' basic premises 
and assumptions we(e incorrect, though. For example, most human relationists believed that 
employee attitudes such as job satisfaotjoq were the· major causes of such employee behaviours 
as job performance. Also, many of the human relationists' views were unnecessarily limit.ed and 
situation specific. There was stifi plenty of room for refinement and development in the emerging 
field of human behaviour in organizations. 

Tubte 23: Theory X and Theory Y 
Tbeory X assumptions 

I , People do oot like work and try to avoid it. 

2 . People do not like work; so, managers have to control, direct, coercs, and lhreaten 
employees to get theoi to work towards organizational goals. 

3. People prefer to be directed, to avoid respo11sibility, to want security; they have little 
ambition. 

Theory Y assumptions 

1. People do not naturally dislike work: work is a natural pan of I.heir lives. 

2. People are Internally motivated to reach objectives to which they are committed. 

3. People are committed to goals to the degree that they receive personal rewards when they 
reach their objectives. 

4 . People will both seek and accept responsibility under favorable conditions. 

5. People have \be ca·pacity to be innovative in solving organizational problems. 

6. People are bright but, under most organizarional conditions, their potentials are 
underutilized. 



Towards Organizational Behaviour 

Most scholars would agree that organizational behaviour began to emerge as a mature field of 
study in r.be late 1950s and early 1960s. That period saw the field's evolution from the simple 
assumptions and behavioural models of the human relationists to the concepts and methodologies 
of a scientific discipline. Since that time, organizational behaviour as a scientific field of inquiry 
has made considerable strides, although there have been occasional steps backward as well. 
Many of the ideas discussed in this book have emerged over the past two decades. We tum now 
to contemporary organizational behaviour. 

Stmknt \dh it~ .\1 

I. What do you understand by the tenn Organizational 'Behavior? What does 
organizational behavior study about? Take your institute as an organization and 
explain the role of Organizational behavior. 

2 Highlight How Sociology. Psychology, Anthropology and Political science Discipline 
contributed to organizational Behavior. 

CONTEMPORARY ORGANIZATIONAL BEHAVIOUR 

Characteristics of the Field 

Contemporary organizational behaviour has an interdisciplinary focus and a descriptive nature. 
That is, It draws from a variety of other fields and attempts to describe behaviour (as opposed to 
prescribing how behaviour can be changed in consistent and predictable ways). 

AN INTERDISCIPLINARY FOCUS: In many ways, organizational behaviour synthesizes several 
other fields of study. Psychology, especially industrial or organizational psychoJogy, is perhaps 
the greatest contributor to the field of organizational behaviour. Psychologists study behavi,our, 
and fodustrial or organizational psychologists deal specifically with the behaviour of people in 
organizational settings. Many of the concepts that interest psychologists, such as learning a.nd 
motivation, are also central to students of organizational behaviour. 

Sociology, too, has had a major impact on the field of organizational behaviour. Sociologists 
study social systems such as a family, an occupational class, a mob, or an organization. Because 
a major concern of organizational behaviour is the study of organizatio,nal structures, the field 
clearly ovedaps with areas of sociology that focus on the organization as a social system. 

Anthropology is concerned with the interactions between people and their environments, especially 
their cultural environment Culture is a major influence on the structure of organizations as welJ as 
oo the behaviour of people within organizations. 

Political science also interests organizational behaviourists. We usually think of political science 
as the study of political systems such as governments. Bilt themes of interest to political scientists 
include how and why people acquire power, political behaviour, decision-making, conflict, the 
behaviour of interest groups, and coalition formation. These are also major areas of interest in 
organizational behaviour. 

F.conomists study the production, distribution, and consumption of goods and services. Students of 
organizational behaviour share the economist's interest io ci1ch areas as labor market dynamics, 
productivity, human resource planning and forecasting, and cost-benefit analy!-is. 

Engineering has also influenced the field of organizational behaviour. In particular, industrial 
engineering bas long been concerned with work measurement, productivity measurement, work 
flow analysis and design, job design, and labor relations. Obviously, these areas are also relevant 
to organizationaJ behaviour. 

Most recently, medicine has come into play in connection with the study of human behaviour at 
work. specifically lo the study of stress. Increasingly, i;esearch is showing that controlling the 
causes and consequences of stress in and out of organizational settings is important for the weU­
being of the individual as well as the organization. 
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A DESCRIPTIVE NATURE 

The primary goal of organizational behaviour is to describe, rather than prescribe, relationships 
between two or more behavjoural variables. The theories and concepts of the field cannot, for 
example~ predict with certainty that changing variables x, y and z will improve employee perfonnance 
by a certain amount. At best, the field can suggest that certain general concepts or variables tend 
to be related to one another in certain settings. For instance, research might indicate that in one 
organization, employee satisfaction and individual perceptions of worldng conditions correlate 
positively. However, we do not know if better working conditions lead to more satisfaction, if 
more satisfied people see theirjobs differently from dissatisfied people, or if both satisfaction and 
perceptions of working conditions are actually related through other variables. Also, the observed 
relationship between satisfaction and perceptions of working conditions may be considerably 
stronger, weaker, or even non-existent in 0th.er settings. 

Organii:3tional behaviour is descriptive for several reasons: the immaturity of the field; the 
complexities involved in studying human behaviour; and the lack of valid, reliable, and accepted 
definitions, and measures. Whether rhe field will ever be able to make definitive predictions and 
prescriptions is still an open question. But the value of studying organizational behaviour is 
nonetheless firmly established. 

Because behavioural processes pervade most managerial functions and roles; and, because the 
work of organizations is done primarily by people, the knowledge and understanding gained from 
the field can help managers significantly in many different ways. 

The importance of Organizational Behaviour 

Most people are born and educated in organizations, acquire most of !heir material possessions 
from organizations, and die as members of organizations. Many of their activities are regulated by 
organizations called governments; and, most adults spend the better part of their lives working in 
organizations. If organizations influence our lives so thoroughly, we have every reason to be 
concerned about how and why those organizations function. 

In our relationships with or:ganizations, we may adopt any one of several roles or identities. For 
example, we can be consumers or employees or adversaries (such as Ralph Nader in his crusade 
against General Motors). Since most readers of this book are present or future managers, we take 
a managerial viewpoint here. Organizational behaviour can greatly clarify the factors that affect 
bow managers manage. It is the fie1d's job to describe the complex human context in which 
managers work and to define the problems associated with that realm. The value of organizational 
behaviour is that it isolates important aspects of the manager's job and offers specific perspecti~es 
on the human side of management; people as organizations, people as resources, people as 
people. 

Basic 
Managerial 
Functions 

Lead to .... . 

Tbe 
Emergence 
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Planning& 
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INTERPERSONAL 
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Leader 
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Organizing Leading 

INFORMATJONAL 
ROLES 

Monitor 
Disseminator 
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Flgure 43: The Manager's Job 
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The Human Context of Management 

In addition to underscaodtng tl1e on-going behavioural process~ Involved in I.heir own jobs, 
managers must understand the basic human element of their work. Organizational behaviour 
offers three major ways of understanding this context; people as orga.u.l:iations, people as resources, 
and people as people. 

Above all, organization~ are people; and, without people there would be no orga012ations. A 
neighborhood grocery store o wned and operated by u husband aod wile terun: Exxon, one of the 
world's largest industrial curpon11ions; the Smithsonian Institution in Washin,gton; a neighborhood 
street gang; the Mayo Cltnic, ooe of this country's finest health cure facl]jtie:.; your college or 
university- all are orgaoi2m10ns; and, altl1ough l11ey diflc:r dnumilic3.1Jy io size, purpose, and 
structure, they have one IJ\iog in common people. Thus, 1f managers are to unders1and rh~ 
organizations in whjch Lhcy work, they must first understand LJ1e people wbo make up the 
organizations. 

As resources, people arc: one of an organization ' E. most valui.,ble osi.oL<. People create the 
organization, guide and d.trect tis course, and vitalize and revitali1,e iL People make its decisions, 
solve its problems, and answer its questions. In recent years, mMy Americans have h,..."en alarmed 
by the way productivity growU1 in the United States has slowed in relation t<> iat of other 
industrial countries, including Japan. West Gefmany, and Franco. People ar~ 111 ti._ core of many 
of the factors cited as po$~ibly causing lhis trencl. To reven;e declining productivity, many 
organizations have taken steps to boost the contribution frurn cheir human resources. Some 
comlJanies have taken stepi. 10 encourage management and labor to cooperate better, and others 
have increased employee panicipationin decision-making and prohlem-solving. At Westinghouse, 
for example, groups of employees meet regularly to study major problems faced by the company 
and to recommend solutio ns. As managers increasingly recognize the value of potential 
contributions by their employees, it will become more and more important for managers and 
employees to gntsp the complexities of organizational behaviour. 

Finally, there is people as ~ple-an argument derived from the simple notion of humanistic 
managemenL People spend a large part of their lives in organizatioDal settings, mostly as employees. 
They have a right to expect something in return beyond wages and employee benefits. Employees 
seek satisfaction, and many want the opportunity to grow and develop and to learn new skills. An 
understanding of organizational behaviour can belp the manager better appreciate this variety of 
individual needs and expectations. 

Of course, human life in organizations can have a negative side also. People who are unhappy 
with their jobs are more likely to be frequently absent to look for work elsewhere than people who 
are happy. Recent years have seen increasing attention to the causes and consequences of 
employee stress at work. Knowledge of organizational behaviour can help managers recognize 
the problems of the workplace and improve the quality of individual work experiences. 

SUMMARY 

Organizational behaviour (OB) is the study of human behaviour in organizational settings. the 
interface between human behaviour and the organization, and the orgaruzation itself. 

Serious interest in the srudy of management did not develop until around the beginning of this 
century, Two of the earliest approaches were scientific management (best represented by the 
work of Taylor), and classical org_anization theory (best represcnt&:Ai by the work of Weber). 

Organizational behaviour began to emerge as a scientific discipline a.'l a result of the Hawthorne 
studies. McGregor and Maslow led the human relations movement that grew from those studies. 

Contemporary organizational behaviour attempts to describe, rather than prescribe, behavioural 
forces in organizations. Ties with psychology, sociology. anthropology, political science, 
economics, engineering, anJ rnedicine give organizational behaviour an interdisciplinary focus. 
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Basic concepts of the field are divided into five categories: individual characteristics, the individual­
organization interface, organizational characteristics, organizational processes, and organization 
at change and development. Those categories from the framework for this book. 

The study of organizational behaviour is important for several reasons. The manager's job, including 
its four basic functions and ten roles, involves a number of behavioural processes. There is also 
a distinctly human context to managerial work. 

Three important emerging perspectives on the field of organizational behaviour are: the systems 
view, the contingency view, and the interactional view. 

KEYWORDS 

Organizational Behavior: Organizational Behavior is the study of human behavior in Organizational 
Setting, the int~nace between human Behavior, the organization and the organization itself. 

Scientil;ic management: Approach to the study of management which emphasis on piece- rate 
system, work specialization, production and dealt with the interaction between a person and his 
or her job. 

Soldering: The practice of working considerably slower than one can. 

Piece-rate system: Workers were paid for the amount of work completed during the workday 
rather than for the time spent on the job. 

Classical organization theory: Classical Theory is concerned with structuring organizations 
effectively. 

Hawthorne. Studies: Hawthorne study studied the effects of different levels of lightening on 
productivity and said that human elements in the workplace were considerably more impo(tant. 

Human Relation: Human Relation says that people resJ?Ond primarily to their social environments, 
that motivation depends more on social needs then economic needs. 

Planning: Determining the objectives of the unit or activity. 

Organizing: Refers to identification of activities to be carried out, grouping of similar activities 
and creation of departments. 

Staffing: Recruitment, selection, training, development and appraisal of personnel 

Directing: Directing involves cJetennining the course, giving orders and instructions and providing 
dynamic leadership. 

Controlling: It deaJs with the measurement and correction of the performance of subordinates 
against the pre-deteonined standards. 

Interpersonal roles: It consists of figurehead role, leader role and liaison role, which help managers 
to keep their organizations running smoothly. 

Information roles: Managers need information for taJdng decisions and they pass on necessary 

information to others to facilitate their tasks. 

Declslon-Making role: They are the roles involved in decision making like disturbance handJer, 
~source allocater, and negotiator 

Systems View: It is based on the generalization that an organization is an open system composed 
on inter-related and in1er-dependent elements. 

Contingency View: lt is concerned with the analysis of interaction of specific organizations with 
their external environment and the adQption of structure to meet the requirements of the situation. 

Jnteractional View: This view states that individual behavior results rrom a continuous and 
multidirectional interaction between the characteristics of the person and the situation. 



REVIEW QUESTIONS 

I. What elements of a manager's job are not affected by behaviour or behavioural processes? 

2. Is organizational behaviour comparable to such functional areas as finance, marketing, and 
production? Why or why not? 

3, Identify some managerial jobs that are highly affected by human behaviour and others that 
are less so. 

4. Can you think of reasons, besides those cited in the text, for the impoi:unce of organizational 
behaviour? If so, what are they? 

5. Some people argue that an organization's human resources are its most important asset. Do 
you agree or disagree? Why? 

6. The text states that _people working jn an organization have a right to satisfaction, and to 
the opportunity to grow and develop. How would you defend this position? How would 
you argue against it? 

7. Consider each of the basic concepts of organizational behaviour. How do they apply to a 
typical classroom setting? That is, can you think of examples from the classroom setting to 
illustrate each concept? What are they? 

8. Do you think the field of organizational behaviour has the potential to become prescriptive, 
as opposed to descriptive? Why or why not? 

9. Are the notions of systems, contingency, and interactionalism independent? If not, describe 
ways in which they are related. 

10. Get a recent issue of a popular business magazine like Business Week or Fortune and scan 
its tnajor articles. Do some of them reflect concepts from organizational behaviour? Describe. 
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Cose Study 

ECONOMIC ROME .BUILDERS 

Mr, Adesh Sahi wondered whaL he should do, Adcsh was a caq>cnter who, with one helper, has 
earned a reputation for beiag 11 very ski ll.ed tradesman. The chance to own his own cmmpany 
came at a lucky timi fer Adesh. The 'Economic Home Builders', with its Lwenty two work.ers, 
four tn1cks., several buildings, and equipmenr was a rhriving busiucss. He could afford LO buy 
'Economic Home Builders' because his w ife had recently inherited a large sum of money and 
they were looking for a good iuvestmenl. 

Adesh offered Anil Mittal . another carpenter and an old friend. the opportunity to buy half of 
'Economic Home Builders'. Adesh and Anil decided to go ahead with the partnership. The 
business grew so fast that they had trouble keeping all the commilmeols they made to 
customers. 

Adesh began to work seven days a week and long hours each day. He started to have a number 
of personnel problems, One of the most difllcult problems was his parlner Anil. Anil was not 
as willing us Ades'h lo work long hours every day. Anj J often showed up late on the job. There 
were also difficulties with the workforce. Some of the carpenters, for e:i-ample, often did not 
show up for work, forcing Adesh aod Anil LO pitch in and work themselves. 

Adesh believed that the pr.oblems with the carpenters were because ( 1) there was always work 
for them in the city and (2) some of them would take on indi vidual projects of their own, for 
which they could eern more money, than they were paid by 'Economic Home Builders'. Adesh 
and Anil disagreed on how to handle two carpenters who failed lo report for work. Adesh 
thought he should be tough with them, while Anil was unwilling 10 criticize them when they 
were late o, did not show up. Adesh felt that he was being thought of, by his employees, as the 
'bad guy' while Anil wa~ viewed as t,he 'good guy', 

The situation got worse as the problems continued. With mutual agreement both of them 
decided to d!ssolve the parmership. Adesh decided to pay a lumpsum amount, plus continue to 
mak.e annual payments to Anil for ,ten years, reflec ting Anil'S part in the development of 
'Economic Home Builde.rs', and start his own business. 

Then the fin ancial problems started, Over the neJCt few years interest rates increased rapidly. 
This meant a s(g.nificant drop in business for 'Ecooomic Home Builders'. One problem was that 
Adesb still owed Anil the reg:ulnr payment to wtncb they had a.greed in the buyout. 

Win at factor should Adesh eonsider now? All of these problems were contributing 10 high 
stress tor Adtsh, 

Questions : 

I . Based o.n Adesh's responses to the various problems that he experienced. how would you 
describe his "theory of managing people"? 

2. What dangers do you i;ee for Adesh from the stress he is e11periencing? 

3. Ov~aJJ, w°hat ideas about management and organizaJional behaviour would .have been useful 
to Adesh to study before buying th.ls business? Why? 



CHAPTER 

17 
ORGANIZING AND ORGANIZATIONAL STRUCTURE 

LINE AND STAFF CONFLICTS 

LEAR NING OBJ EC TIV ES 

After studying th.is chapter, you should be able to: 

• Define organization structure and its principles 

• Distinguish between organization chart<; and organization manuals 

• Describe various forms of organization structure 

INTRODUCTION 

Organization is the backbone of management. Without efficient organization, no management can 
perform its functions smoothly. Sound organization contributes greatly to the continuity and 
success of the enterprise. Once A. Carnagje, an American industrialist said, "Take away our 
factories, take away" our trade, our avenues of transportation, our money. Leave nothing but our 
organization and in four years we shall have re-established ourselves". That shows _the significance 
of managerial skills and organization. However, good organization structure does not by itself 
produce good performance - just as· good constitution does not guarantee great presidents, or 
good laws a moral society. But a poor organization structure makes good performance impossible, 
no matter how good the individuals may be. The right organizational structure is the necessary 
foundation; without it the best performance in all other areas of management will be ineffectual 
and frustrated . 

Sound organization brings about the fo11owing advantages: 

l Facilitates attainment of the objectives of the enterprise. 

2. Facilitates optimum use of resources and new technological development. 

3. Facilitates growth and diversification. 

4. Stimulates creativity and innovation. 

5. Facilitates effective communication. 

6. Encourages better relations between the labour and the management. 

7. Increases employees' satisfaction and decreases employee turnover. 

Concept of Organization 

The term 'organization' connotes different things to different people. Many writers have attempted 
to state the nanrre, characteristics and principles of organization in their. oWn way. For instance, to 
the sociologist organizalion means a study of the interactions of the people, classel), or the 
hierarchy of an enterprise; to the psychologist organization means an attempt to explain, predict 
and influence behaviour of individuals in an enterprise; to a top executive it may meao the weaving 
together of functional components in the best possible combination so that an enterprise can 
achieve its goals. The word 'organization' is also used widely to connote a group of people and 
the structure of relationships. ln order to clearly understand the nature and characteristics of 

organization, we shall study it under the following heads: 

(i) Organization as a group of persons; 

(ii) Organiz.ation as a structure of relationships; 
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(iii) Organization as a function of management; and 

(iv) Organization as a process. 

Organization as a Group 

Organization is very often viewed as a group of persons contributing their efforts towards certain 
goals. Th.e evolution of organization dates back to the early stages of human civilization when 
two or more persons began to cooperate and combine together for fulfilling their basic needs of 
food, clothing, shelter and protection of life. Organization begins when people combine their 
efforts for some common purpose. It is a universal truth that an individual is unable to fulfil bis 
needs and desires alone because)'le lacks strength, ability and resources. So he seeks cooperation 
of other people who have similarity of goals. 

Barnard defined organization as an identifiable group of people contributing their efforts towards 
the attainment of goals. "An organization comes into existence when there are a number of 
persons in communication and in relationship to each other and are willing to contribute towards 
a common endeavour''. People forrn groups or organizations and pool their efforts by defining 
and dividing various activities, responsibility and authority. As such an organization bas the 
following characteristics: 

(i) It represents cooperative relationships of two or more persons. 

(ii) It is created to achieve certain common objectives. 

(iii) The group members are in a position to communicate with each other. 

(iv) The group lays down rules and regulations to regulate the behaviour of group members. 

Communication is the first major characteristic of an organization. An organization comes into 
existence and then continues because people are in a position to communicate with one another. 
It is also essential that they are willing to cooperate with one another for the achievement of their 
goals. They must contribute their efforts voluntarily towards certain objectives. The existence of 
com.mon objectives is a must, otherwise the members of the grol)p will not be able to stay together 
for a longtime. Lastly, group members lay down the rules and regulations and the formal structure 
of relationship among themselves. These are necessary for the proper coordination of the efforts 
of different individuals in the organization. 

Organization as a Structure of Relationships 

Some people view organization in a very narrow sense by defining it as a framework of duties and 
responsibilities through which an undertalrjng functions. "Organization is no more than the 
framework within which the responsibilities of management of an enterprise are djscharged''. 
According to this definition, organization sets up the scope of activities of the enterprise by 
laying down the structure of relationships. If organization is merely recognized as a structure, it 
will be viewed as a static thing used to explain fotmal relationships. But an organization is a 
dynamic entity consisting of individuals, means, objectives and relationships among the 
individuals. An organization is certainly more than a chart. It is the mechanism through which 
management directs, coo~nates and controls the activities of the enterprise. 

Organization as a Function 

Organization is one of basic functions of management. It involves the detennination and provision 
of whatever capital, materials, e.quipment and persoMel may be required for the achievement of 
certain predetennined goals. By performing this function, management brings together human 
and oon-human resources tofonn a manageable unit (which is also identified as an organization). 
'Thus, organization is a process of integrating and coordinating the efforts of manpower and 
material resources for the accomplishment of certain objectives. Just as planning is applied to 
every other managerial functions, the process of organization is also used in every aspect of 
management. For instance, organization of the planning department is essential for the formula6.on 
of plans and policies. Similarly, organization of other managerial functions is also necessary. 

http:formulati.on


Organization as a Process 

Organization is the process of establishing relationships among the members of the enterprise. 
The relationships are created in tenns of authority and responsibility. Each member in the 
organization is assigned a specific responsibility or duty to perform and is granted the 
corresponding authority to perfonn his duty. 

According to Louis A. Allen, "Organization 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 accomplislunent of organizational objectives''. 

As a process, organizing is concerned with arranging in a logical and orderly manner all the 
activities of the organization. It specifies how the duties are to be divided among the departments 
and the employees. It also creates relationship of one job to the other jobs and lays down the 
scope or limits of authority and responsibility of each job. 

Organizing involves the following steps: 

(i) Determination of Objectives: Organization is always related te certain objectives. Therefore, 
it is essential for the management to identify the objectives before starting any activity. It 
will help the management in the choice of men and materials with the help of which it can 
achieve its objectives. Objectives also serve as the guidelines for the management and the 
worlcers. They bring about unity of direction in the organization. 

(,ii) Identification and Grouping of Activities: If the members of the group are to pool their 
efforts effectively, there must be proper division of the major 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 instance, 

the total activities of an industrial organization may be divided into major functions like 
production, purchasing, marketing, financing, etc. and each such function is further 
subdivided into various jobs. The jobs, then, can be classified and grouped lo ensure the 
effective implementation of the other steps. 

(iii) Assignment of Do ties: After classifying and grouping the activities into various jobs, they 
should be allotted to the individuals so that there are round pegs in round hol.es. 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. 

(iv) Developing Authority-Responsibility RelationshJps: Since so many individuals work in 
the same organization, it js the responsibility of management to lay down structure of 

relationships in the organization. Everybody should clearly know to whom be is accountable. 
This will help in the smooth working of the enterprise by facilitating delegation of 
responsibility and authority. 

Nature of Organization 

TI1e nature of organization will be clear by studying the foUowing features: 

(i) An Organization Connotes Group of Persons: McFarland has defined organization as an 
identifiable group of people contributing their efforts towards the attainment of goals. 

People form groups or organization to accomplish common objectives and pool their efforts 
by defining and dividing various activities, respo.nsibility and authority. 

(ii) Communication is the nervous system of organization: The organizational members are 
able to communicate with each other and they coordinate their activities. No organization 

can survive witho1,1t an efficient system of communication. 

(iii) Organizing is a Basic Function of Management: lt is essential for the achievement of 
organizational objectives. Organizing is done in relation to all other function~ of management, 

namely, planning, staffing, directing and controlling and all the areas of business, namely. 
purchasing, production. marketing, personnel. etc. The organizing function is performed 

by all the managers. 

(iv) Organizing is a Contiouous Process: It is not a one step function. Managers are 
continuously engaged in organizing and reorganizing. The nature of the process or 
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(v) 

(vi) 

(vii) 

organjzation has been deRc-ribed by The Haimann as follows. "Organization is a process of 

defining and grouping the ac tivities of the enterprise and establishing authority relationships 
among them" . 

Organizing is Always Related to Objectives: WherJier it is organization of the enlire 

enterprise or a patt of 11, organizing is influenced by objectives. The operations are divided 

and authority and cespon...ibility are determined to achieve the predetermined objectives. 

Organization Connotes a Structure or Relationships: Tbe structure of relationships created 

by the management is referred to as 'fonnal organization' But an organization also includes 
the network of social relationships that arise between people working together. Such 

relationships are known as 'infonnal organization' . The study of both fonnaJ and informal 
relatiortsh.ips is necessary to understand the nature of any organization. 

Organization Involves a Network of Authority and Respollfiibility Relationships: Various 

positions are created and specific tasks are assigned to them. To perform the tasks, each 

position is delegated adequate authority. Authority and responsibility relationships 

throughout the organization must be clearly defined to acl1ieve coordination and to avoid 
conflicts between mdiv1duals and departments. 

Significance of Organization 

A sound organiza1ion ca1, contribute to tbe success of an entcrpnse m many ways. As a matter of 

fact, it is the backbone of management It helps the perfonnancc of other functions of management 

like planning, staffwg, direction and controlling, Sound organization can help in achieving enterprise 
objectives in the following ways: 

1. Clear•cut Authority Relationships: Organization structure allocates authority and 
responsibiUty. ft specifies who is to direct whom and who is accountable for what results. 

The structure helps an organization member to know what his role is and how it relates to 

other roles. 

2. Pattern of Communication: Organization structure provides the patterns of communication 

and coordination. By grouping activities and people, structure facilitates communication 

between people centered on their job activities. People who l1ave joint problems to solve 

often need to share information. 

3. Location of Decision Centres: Organization structure detennines the location of decision 

making in the organization. A departmental store, for instance, may follow a structure that 

leaves pricing, sales promotion and other matters largely up to individual departments to 

ensure that varied departmental conditions are considered. In contrast, an oil refinery may 

concentrate on prod11clioo. scheduling and maintenance decision at top levels to ensure 

that interdependencies along the flow of work are considered. 

4. Balancing or Activiti : Otgan.ization structure creates the proper balance and emphasis of 

activities. Those more critical to the enterprise's success might be placed h.igher in the 
organization, Research ID a pharmaceuti.cal company, for instance, might be singled out for 

reporting to the general manager of the managing director of the company. Activities of 

comparable importance .might be given roughly equal levels in the structure to give them 

equal emphasis. 

5. Stimulating Creativity: Sound organization structure stimulates creative thinking and 

initiative among organLtatiooal members by providing well-defined panems of authority. 

Everybody knows the area where he specializes and where bis efforts will be appreciated. 

6. 

7. 

Encouraging Growth: An organization structure provides the framework within which an 

enterprise functions. lf 1t is flexible, it will help in meeting challenges and creating 

opportunities for growth, A sound organization structure facilitates growth of enterprise by 

increasing its capacity to handle increased level of activity. 

Making Use of Technological Improvements: A sound organization structure which is 

adaptable to changes can mal<e the best _possible use oflatest technology. It will modify the 

existing pattern o.f authority-responsibility re lationships in the wake of technological 

improvements. 



In short, existence of good organization structure is essential for better management. Properly 
designed organization can help to improve team work and productivity by providing a framework 
within which the people can work together most effectively. While building the organization 
structure, it is essential ro relate the people to design. The organization structure which has 
technical eXceltence may be quite useless for practical purposes because it is not suited to fhe 
needs of the people. Thus, an organization structure should be developed according to the needs 
of the people in the organization. 

ORGANIZATION STRUCTURE 

An organization structure denotes the authority and responsibility relationships between the 
various positions in the organization by showing who reports to whom. It is a set of planned 
relationships between groups of reJated functions and between physical factors and personnel 
required for the achievement of organizational goals. 

Organization involves establishing an appropriate structure for the goal seeking activities. The 
structure of an organization is generally shown on an organization chart or a job-task pyramid. It 
shows the authority and responsibility relationships between various positions in the organization. 
It is significant to note that the organi.zation structure is directly related to the attainment of the 
organization objectives. For instance, if an undertaking is in production line, the dominant element 
in its organization chart would be manufacturing and assembling. A good organization structure 
should not be static but dynamic. It should be subject to change from time to time in the light of 
the changes in the business environment 

Developing the Organization Structure 

There are two types of structural variables, namely, basic structure and operating mechanism. 
Designing of basic structure involved such central issues as how the work of tlle organization will 
be divided and as~igned among positions, groups, departments, divisions, etc. and how the 
coordination necessary to achieve organizational objectives will be brought about. But operating 
mecbani.sm, on the other hand. includes such factors as infonnation system, control procedures, 
rules and regulations, system of reward and punishment. etc. 

The development of organization structure deals with two facts, namely (i) the functions which 
are to be performed and (ii)· the fom1 of structure. The first fact requires the determination of 
activities, the organization needs and division of these activities keeping in mind degree of 
specialization it can afford. The second fact, i.e., form of structure, requires a detailed study and 
application of many organizational principles and practices. 

Organization structure establishes fonnaJ relationships among various positions in the enterprise. 
The formal relations may be classified into the following categories: 

(i) Relations between the senior and the subordinates and vice-versa; 

(ii) Relations between the specialist position ai1=_d the line positions; 

(ill) Staff relations; and 

(iv) Lateral relations. 

Differentiation and Integration of Activities 

Differentiation and integration of activities relationships are very important considerations in 
organization designing. Differentiation may be defined as the differences in cognitive and emotional 
orientation among managers in different functional departments and the differences in fonnal 
structure among these departments. Integration, on the other hand, refers to the quality of the 
state of collaboration that is required to achieve unity of effort. System approach suggests that 
since various departments are integral part of the whole system, they should not be considered in 
isolation of others. But since each department is interacting with the environment in a different 
way, various departments are likely to develop some degree of differentiation depending upon 
lhe nature of environment Therefore, designing of structure of one d~partment may be different 
from that of the ether. But me overall objective of organizational desi-gning should be integration 
of'activities and authority roles and relationships existing in different departments. 
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Determining the Kind of Structure 

Organization structure is an indispensable means towards business objectives. Wrong structure 
will seriously deter the enterprise from achieving its objectives. Thus, it is essential that a great 
deal of care should be taken while determining the organization structure, Peter Drucker bas 
suggested three specific ways to find out what kind of structure is ne.eded to anain the objectives 
of a specific business, which are discussed below. 

1. Activities Analysis: It is the first stage in building an organization structure which involves 
finding out what activities are needed to attain the objectives of the enterprise. Each business 
undertaking has a set of functions to perform such as manufacturing, purchasing, marketing, 
personnel, accountin,g, etc, These functions can be identified after proper analysis. It may 
be pointed out that in every organization, one or two functional areas of business dominate. 
For instance, printing is an important function of a printing firm and designing is an important 
activity of the readymade gannents 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 chide and sub-divide _the whole work 
into smaller homogeneous units so that the same may be assigned to different individuals. 
For instance, the Chief Executive may divide the whole activities into various functional 
departments and delegate authority to the departmental managers. The departmental 
managers may be assisted by deputy managers, deputy managers by assistant managers 
and so on. It should be remembered that the job constitutes the basic building block in 
designing an organization structure. 

2 Decision Analysis: What decision are needed to obtain the perfonnance necessary to 
attain objectives? What kind of decisions are they? On what level of the organization 
should they be made?What activities are involved in or affected by them? Which managers 
must therefore participate in the decision , ·, hoogh, jt is difficult to predict the content 
(kind) of decision problems which will arise in future, yet the subject-matter has a high 
degree of predictability. Analysis of the foreseeable decisions shows the structure of top 
management the enterprise needs and the nature of authority and responsibility different 

- levels of operating management should have. 

Peter Drucker has emphasized four basic characteristic, viz., (i) the decision degree of 
futurity in the decision; (ii) the.impact that decision has on other functions ; (iii) the character 
of the decision as determined by a number of qualitative factors, sucb as basic principles of 
conduct, ethical values, social and political beliefs, etc.; and (iv) whether the decisions are 
periodically recurrent or rare as recurrent decision may require general guidelines whereas 
a rare decision is to be treated as a distinctive events. 

3. Relations Analysis: With whom wiJl a manager-in-charge of an activity have to work? Such 
other questions of relation, e.g., line and staff relations, between subordinates and superior 
will also help in deciding the structure of the organization. As said earlier, downward, 
upward and sideways relations must be analyzed to determine the organization structure. 

PRINCIPLES OF ORGANIZATION 

As a too] of management, organization is expected to facilitate the achievement of certain objectives. 
In order to facilitate the achievement of objectives, management thinkers have laid down certain 
statements from time to time, from certain generally accepted understandings which may be called 
the principles of organization. The principles are guidelines for planning an efficient organization 
structure. Therefore, a thorough understanding of the principles of organization is essential for 
good organization. The important principles of organization are discussed below: 

I. Consideration of Objectives: An enterprise strives to accomplish certain objectives. 
Organization serves as a tool to attain these objectives. The objectives must be stated in 
clear terms as they play an important role in detennining the type of structure which should 
be.developed. The principle of consideration of objectives states that only after the objectives 
have been stated, an organization structure should be developed to achleve them, 



2. Division of Work and Specialization: The entire work in the organization should be divided 
into various parts so that every individual is confined to the performance of single job, as 
far as po~sible, according to his ability and aptitudes. This is also called the principle of 
specialization. ·More a person continues on a particular job, the better will be his peiformance. 

3. Definition of Jobs: Every position in the organization should be clearly defined in relation 
to other positions in the organization. The duties and responsibilities assigned to every 
position and its relationship with other positions should be clearly defined so that there 
may not be any overlapping of functions. 

4. Separation of Line and Staff Functions: Whenever possible, line functions should be 
separated from staff activities. Line functions are lhose which accomplish the main objectives 
of the company. In many manufacturing companies, the manufacturing and marketing 
departments are considered to be accomplishing the main objectives of the business and 
so are called the line functions and other functions like personnel. pJant maintenance, 
financing and legal are considered as staff functions. 

5. Chain of Command: There must be clear lines of authority running from the top to the 
bottom of the organization. Authority is the right to decide, direct and coordinate. The 
organization structure should facilitate delegation of authority. Clarity is achieved through 
delegation by steps or levels from the top po.sition to the operating level. From the chief 
executives, a line of authority may proceed to departmental managers, to supervisors or 
foremen and finally to workers. This cnaio of command is also known as scalar principle of 
organization. 

6. Parity of Authority and Responsibility: Responsibility should always be coupled with 
corresponding authority. Each subordinate must have sufficient authority to wscharge lhe 
responsibility entrusted to rum. This principle suggests that if a plant manager in a multi.­
plant organization is held accountable for all activities in his plant, he should not be subject 
to orders from company headquarters specifying the quantity of raw materials he should 
buy or from whom he should purchase raw materials. If a supervisor is responsible for the 
quality of work of h.is department, he should not be asked to accept as a member of his 
workforce an employee who bas been hired without consulting him. 

7. Unity of Command; No one in the organization should report to more than one supei;visor. 
Everyone in the organization should know whom he reports and who reports to him. Stated 
simply, everyone should have only one boss. Receiving directions from several supervisors 
may result in confusion, chaos, conflicts and lack of action. So each member of the 
organization should receive directions from and report to one superior only.1b.is will avoid 
conflict of command and help in fixing responsibilities. 

8. Exceptional Matters: This principle requires that organization structure should be so 
designed that managers are required to go through the exceptional matter only. All the 
routine decisions should be taken by the suborwnates, whereas problems involving unusual 
matters and policy decisions should be referred to higher levels. 

9. Span of Supervision: The span of supervision means the nwnber of persons a manager or 
a supervisor can direct. If too less number of employees are reporting to a supervision, his 
time will not be utilized properly. But, on the other hand, there is a limit to the number of 
subordinates that can be efficiently supervised by an executive. Both these points should 
be kept in mind while grouping and allocating the activities to various departments. It is 
difficult to give a definite nwnber of persons a manager can direct. It will depend upon the 
nature of the work and a number of other factors. 

IO. Balance of Various Factors: There should be proper balance in the formal structure of the 
organization in regard to factors having conflicting claims, e:g., between centralization and 
decentralization, span of supervision and tines of communication and authority allocated 
to departments and personnel at various levels. 

11. Communications:Agood commu.nicati.oo network is essential to achieve the objectives of 
an organization. No doubt the line of authority provides readymade channels of 
communication downward and upward, still some bloc~s in communication occur in many 
organizations. The confidence of superior in his subordinates and two-way communication 
are the factors that unite an organization into effectively operating system. 

Organizing and Organizational 
Structure Line and Staff 

Co.nfljc ts 

215 



Management Process and 
Organizational Behavior 

216 

12. FJcxibiJity.: Tbe organization structure should be flexible so that it can be easily and 
economically adapted to the changes in the nature of busi ness as well as technical 
innovations. Flex.ibili ty of organization structure ensures the abil ity to change with the 

environment before something serious may occur. So the o(gan.ization st.nicture snould be 
such that it permits expansion and contraction without disrupting the basic activities. 

13. Continuity: Change is the law of nature. Many changes take place outside the organization. 

These changes must be reflected in the organization. For this. the form of organization 

structure must be able to serve the enterprise and to attain its objectives for a long period 

of time. 

SPAN OF MANAGEMENT 

The term 'span of management' is also known a•, ·span of control', 'span of supervision' and 

'span of authority'. It represents a numerical limit ('I ·subordinates to be supervised and controlled 
by a manager. It is an important principle of sou;,.J organization. This principle is based on the 
theory of relationships propounded by V.A. Graicur>as, a French management consultant, Graicunas 

analyzed superior-subordinate relationship and developed a mathematical formula based on the 
geometric increase in complexities of managing <1s the number of subordinates increases. 

Graicunas' Theory 

Graicunas showed mathematically that a number of direct, group and cross relationsrups exist 

between a manager and rus subordinates. T he number of these relationships increase with the 
increase in the number of the subordinates. He said that an executive having four subordinates 
under him is required to deal with (i) 4 direct single relationships, (ii) 12 cross relationships and (iii) 

28 group relationships, i.e., in all forty-four relatif'nships. He derived these on the basis of the 

following formula: 

n 

n [n - 1) 

n [2n-J- JJ 

No. of direct relationships = 
No. of cross relationslups .= 

No. of group relationships = 
Total No. of relationships = n [2n/2 + (n-1) orn [2n- + n - 11 

Where n represents the number of subordinates. 

The last formula reveals that possible relationships with variable number of subordinates rise 

very rapidly as shown in the following table: 

Tuble 24: Possible Relationshi~ with Variable Number of Subordinates 

No. of Subordinates No. of Relationships 

I I 

2 6 
3 18 
4 44 

5 100 

6 222 

7 490 

8 1,080 

9 2,376 

t o 5,210 

12 24,708 . 

18 23,59.602 

Though, Graicunas gave mathematical formulae for finding out the number of relationships, his 
a,pproach suffers from various shortcomings. such as ignoring the importance of relationships, 
frequency of relationships and the factors which determine the span. Moreover, he left out certain 
possible relationships, particularly in cross relationships. However, his theory gives an important 
indication that an executive must think twice before increasing his span because increase of one 



subordinate wiU increase relationships manifold. Graicuoas suggested that an executive can 
effectively manage 222 relationships which arise out of six subordinates. However, he faiied to list 
factors which govern tlte span of supervisioo _in practice. 

Span of control refers to the number of subordinates an executive can supervise. The concept is 
central to the classical theory of organization. Proper span of control is considered a necessity for 
effective coordination. The view in the traditional theory has been that a small span is better than 
a large one because an executive must have intimate and direct contact with his subordinates. 
The ideal ratio was considered to be 15 to 25 subordinates for first level supervision and 5 to 8 
subordinates in executive spans. · 

Impact of span of Supervision 
The number of persons an executive supervises has an important influence on the nature of 
organization structure. If the span is large, it means that fewer Levels are needed in the organization. 
The structure would tend to be flat and wide. Presumably the possibility of communication 
blockages would be minimized because more people report directly to the top executive. If the 
span is small, the structure would be narrow and deep. There would be more levels in the 
organization. More people will have to ci•mmunicate to the top manager through intervening 
layer of executives. The possibility of communication blockages and distortions would increase. 

For instance, if there are 256 persons in an organization and all are reporting to one executive, 
there will be one level of management. If it is thought that only four subordinates should directly 
report to the chief executive, then the number-of management levels will increase to two as four 
executives directly report to the top executive and each executive controls 64 persons as shown 
in Figure 44. This structure. is flat as the span of control is very large at the lowest level and there 
are only two layers of management. If it is thought that an executive can manage only 4 
subordinates effectively, the number of managerial levels will increase to four as shown in Figure 45. 
This will make the organization structure look like a tall pyramid. 

Chief Executive== 1 

Il Level Executives = 4 

Workers= 256 

Figure 44: Flat structure. (Span of control== 64 workers) 

Chief Executive= I 

II Level Executives == 4 

ID Leve I Executives= 16 

JV Level Ex.ecutives = 64 

Workers;;;;; 256 

Figure 45: Tall structure (Span or control= 4 workers) 
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Wide Span of supervision: When the span of supervision is wider, the number of executives 
needed to supervise the workers will be less. This will make lhe organization structure wide. Such 
a structure would be Jess expensive because of less overhead costs of supervision. Since the 
number of levels is Jess, there will be better communication between the worker and the 
management and better coordination. However, the quality of performance is likely to deteriorate 
because one executive cannot effectively supervise a large number of subordinates. He will not 
be able to devote sufficient time in directing each and every subordinate. 

Narrow Span of Supervision: The narrow span of supervision will lead to a tall structure and to an 
inc~ease in the executive payroll as compared to the flat structure. Another drawback is that the 
additional layers of supervision wiU complicate corrunurucation from the chief executive down to 
operative employees and back up the line. 'There will also be a problem of effective coordination 
of the activities of different persons in the organization because of more levels of executives. 
However, the narrow span of supervision has the benefit of better personal contacts between the 
supervisors and the subordinates. It facilitates tight control and close supervision. Tall organization 
structure gives sufficient time to an executive for developing relations with the subordinates. 

In recent years, there has been a controversy about the significance of the concept of span of 
control. The transformation in the style of decision making has bad an inevitable bearing on 
question relating to the nlltnber of people an e,xecutive can supervise. Moreover, tl1e use of 
delegation and decentralization is highly advocated these days. lt is realized that narrow spao of 
control is an effective means of forcing the executives to delegate. It is also argued that if an 
executive bas enough number of subordinates to supervise. Moreover, the use of delegation and 
decentralization is highly advocated these days. It is realized that narrow span of control is an 
effective means of forcing the executives to delegate. It is also argued that if an executive has 
enough number of subordinates to supervise, there is a point beyond which intimate control 
becomes very diffictilt. But how this point should be detennined is the main q_uestion. 

Factors Determining Span of Supervision 

The span of control varies from indMdual to individual, time to time and place to place. The 
factors which determine the span of control are discussed below: 

1. Ability of the Managers: Individuals differ in various qualities like leadership, decision 
making and communication. The span may be wider if the manager possesses these skills in 
greater degree as compared to others. 

2 Time available for Supervision: The span should be narrow at the higher levels because 
top managers have less time available for supervision. They have to devote the major 
portion of their time to planning, organizing, directing and controlling. Each top manager 
will delegate the task of supervision to bis subordinates who have to devote comparatively 
less time on the important functions of management. 

3: Nature of Work: When the spans are n.arrowed, the levels in the organization increase. 
This ,involves delegation of authority and responsibility. If the work is of a routine and 
repetitive nature, it can easily be delegated to the subordinates. 

4. Capacity of Subordinates: If the subordinates are skilled, efficient and knowledgeable, they 
will require less supervisjon. lo such a case, the superior may go in for a wider span. 

5. Degree of Decentralization: Under decentralization, the power to make decisions is delegated 
to th.e lower levels. The span of management will be narrow in such case-s so as to exercise 
more and more control. 

6. Effectiveness of Communication: An effective system of communication in the organization 
favours large number of levels because there will be no difficulty in transmission of 
information in spite of a large number of intervening layers. 

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

To sum op, it can be said that an executive should be expected to supervise a reasonable number 
of subordinates. Wbat is reasonable depends on a variety of factors like individual differences in 



e~ecutives, number and capacity of subordinates, the nature of work, availability of time, ease of 
communication, internal checks and controls and degree of delegation in the organization. If the 
span of control is narrow, there will be more organizational levels. which in turn may impede 
communication. If tbe number of levels is reduced and the span of control is widened, th"e 
supervisory load may become too heavy. Sound management requires a proper balance between 
supervisory load and organization levels. 

ORGANIZATION CHARTS 

An organization chart is a diagrammatical form which shows important aspects of an organization 
including the major functions and their respective relationships. In other words, it is a graphic 
portrayal of positions in the enterprise and the formal lines of communication among them. It 
provides a bird's eye view of the relationships between different departments or divisions of an 
enterprise as well as the relationships between the executives and subordinates at various levels. 
It enables each executive and employee to understand his position in lhe organization and to 
know to whom he is accountable. Thus, it is obvious that an organization chart has the following 
characteristics: 

I. It is a diagrammatical presentation. 

2. It shows principal lines of authority in the organization. 

3. lt shows the interplay of various functions and relationships. 

4. ft indicates the channels of communication. 

The organization chart should not be confused with the organization structure. An organization 
chart is merely a type of record showing the formal organizational relationships which management 
intends should prevail. It is, therefore, primarily a technique of presentation. It presents 
diagrammatically the tines of authority and responsibility among different individuals and positions. 
It may be either personnel or functional. Personnel organization chart depicts the relationships 
between positions held by different persons. Functiona1 organization chart depicts the functions 
or activities of each unit and sub-unit in the organization. 

Master and Supplementary Charts: Master chart shows the whole structure of the enterprise 
portraying all positions and relationships. It provides a clear picture of the entire organization 
structure. Supplementary charts are used to show separately department wise structure portraying 
fh.e positions and relationships within each department. Such charts are popular in big organization 
where it is difficult to show the necessary details through the master chart. 

Advantages of Organization Chart: The advantages of an organization chart are as follows: 

(i) It is tool pf administration to tell the employees bow their positions fit into the totaJ 
organization and how they relate to others. 

(il) It shows at a glance the lines of authority and responsibility. It is a reliable blueprint of how 
the positions are -arranged. From it, the individuals can sense the limits of their authority 
and can see who their associates are, to whom they report and from whom they get 
instructions. 

(iii) It serves as a val.uable guide to the new personnel in understanding the organization and 
for their training. 

(iv) It provides a framework of personnel classification and evaluation systems. 

( v) It plays a significant part in organization improvement by pointing out inconsistencies and 
deficiencies in certain relationships. When management sees how its organization structure 
actually looks, it may discover some unintended relationships. 

Limitations of Organization Chart: While the organization chart is an important tool of 
management, its mere existence does not ensure effective organization because of the following 
limitations: 

(i) Organization chart shows only the fermal relationships and fails to show the informal 
relations within fhe organization. In modem enterprises, informal relationships exert important 
influence on various decisions. 
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(ii) It shows the lines of authority, but is not able 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 extent he is accountable. 

(iii) It shows a static state of affairs and does not represent flexibility which usually exists in the 
structure of a dynamic organization. 

(iv) It introduces rigidity in the relationships. Updating is not possible without disturbing the 
entire setup. 

(v) Faulty organizaUon chart may cause confusion and misunderstanding among the 
organizational members. Moreover, it gives rise to a feeling of superiority and inferiority 
which causes conflicts in t.be organization. 

(vi) It does not show the relationships which ex.ist actually in the organization but shows· only 
the 'supposed to' relationships. 

Despite these limitations, an organization chart is a must for all enterprises. It can seive as a useful 
tool o( management. lt is a reliable blueprint of how positions are related to each other. It shows 
the employees how their positions fit into the organization and how they relate to others. It is a 
must to create a proper understanding about the organization structure. 

Types of Organization Charts 

There are three types of organization chans, viz., (a) Vertical, i.e., from top down; (b) Horizontal, 
i.e., from left to right; and (c) Circular or concentric. These are briefly discussed below: 

(a) Vertical Chart: Most organizations use this type of chart which presents the different 
levels of organization in the form of a pyramid with senior executive at the top of the chart 
and successive levels. of management depicted vertically below that. Thus, lines of command 
proceed from top to bottorn in vertical lines as shown in Fig. 46. 

(b) Horizontal Chart: Horizontal charts which read from left to right are occasiooally used. The 
pyramid lies horizontally instead of standing in the vertical position. Toe line of command 
proceeds horizontally, i.e., from left to right showing top level at th.e left and each successive 
level extending to the right as shown in Fig. 47. However. this chart does not decrease the 
importance of levels. But it is 'feared that some people may make erroneous inferences 
about differences in status and importance of various echelons. 

(c) Circular Chart: In this chart, top positions are located in the centre of the concentric circle. 
Positions of succe_ssive echelons extend in all directions outward from the centre. Positions 
of equal status lie at the sam.e distance from the centre on the same concentric circle. This 
chart shows tbe flow of formal authority from the chief executive in many directions. The 
main weakness of this chart is that it is often confusing. 
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Figure 46: Vertical chart 

ORGANIZATION MANUALS 

Marketing 
Manager 

Person,nel 
Manager 

An organization chart shows wbo has authority over whom. but it does not show the extent of 
authority or the duties each person in the organization is expected to perform, except in so far as 

, duties are implied by job titles . For this reason, big undertakings prepare organization manuals that 



include job descriptions and other information in addition to the charts. A job description includes 
factual statements of job contents in terms of its duties and responsibilities. 

An Organization Manual is an authoritative guide to the company's organization. It consists of 
records of top management decisions, standard practices and procedures and the descriptions of 
various jobs. It is maintained in a loose leaf book from for the guidance of the personnel of the 
company. If the employees are not supplied with this infomiation ade<Juately, they will approach 
their superiors for proper infomiation and guidance. causin_g interruption of work and resulting in 
wastage of superior 's time and energy along with their own time. 

Types of Manuals 
Manuals may be classified under a variety of headings, some of which are: ( l) policy manual, (2) 
operations manual, (3) organization manual, ( 4) ru]es and regulation manual and (5) department 1 

manual. These are discussed below: 
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Figure 47: Horizontal chart 

1. Policy Manual: It is prepared to state the policies of the enterprise. It is a basic guide to 
action. Policy manual describes the overall limitations within which activities are to take 
place and thus reveals the broad courses of managerial action likely to take place under 
certain conditions. It, as a matt.er of fact, contains decisions, resolutions and pronouncements 

of the management of the enterprise. Policy manuals are very helpful for providing the 
framework o n which all actions are based. 

2. Operations Manual: It is prepared to inform the employees of established methods, 
procedures and standards of doing the various kinds of work. It lists the authorized steps 
and supplements them by the use of diagrams, sketches, charts, etc. Such a manual gives 
an overview of the procedures to be used in each of the various departments and di visions. 

3. Organization Manual: It explain the organization, the duties and responsibilities of various 
departments and their respective subdivisions. It may consist of portrayaJ of the formaJ 
chain of responsibilities•and authorities among different persons working in the enterprise. 
The level of authority and responsibility of each executive is indicated in the manual so as 

to avoid conflict in the organization in future. Promotional charts may be included in the 
organization manual which will show possible promotional lines throughout the entire 
organization. 

4. Rules and Regulations Manual: It gives concise infonnation about the operating rules and 
employment regulations. It may also explain to employees various benefit plans Including 
group insurance, hospitalization and credit facilities. It prescribes the rules regarding the 
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5. 

use of library, cafeteria, recreation club, etc. It also gives the regulations like hour of worl<, 
timings, procedure for takj.og leaves, etc. It is actually a handbook of employment rules. 

Departmental Practice Manual: It contain procedures for a particular department. lt deals 
in detail with the internal policies, organization and procedures of one department. lt shows 
with the help of charts and diagrams the inter-departmental relationships. For instance, the 
Filing Manual will contain the organization of Filing Department, responsibilities of various 
jobs, relationships between the employees and the standard procedures for doing the 
different operations. Similarly, other departments may have such manuals. 

Advaotages of Manual: A manual can lead to the following benefits: 

1. It contains, in written fonn, all important decisions relating to internal organization of the 
enterprise. 

2. It contains rules and regulations and various instructions in a written fonn. These need not 
be explain~ to the employees time and again. 

3. It avoids jurisdictional conflicts by avoiding overlapping of authority. The sources of 
authority are also clear. 

4. It enables the new employees to know the various procedures and practices in the shortest 
possible time. They can know the responsibilities of their jobs and their relationships with 
other jobs. 

5. It enables quick decisions as instructions and policies are stated in definite words. 

Drawbacks of Manual: A manual may suffer from the following limitations: 

l . Small enterprises cannot afford to have a manual because its preparation is a costly and 
time consuming process. 

2 Manual may bring rigidity in the organization by putting the standardized procedures and 
practices in writing. lt leaves little scope of individual's initiative and discretion. 

3. Manual may put on record those relationships which no one would like to see exposed. 

Preparation of Manual 

The organization manual is prepared by the experts wbo have the detailed knowledge about the 
organization. The experts should clearly know the objectives of preparing the manual before 
coUecting the infonnation for putting in the m3flual. Usually, the companies· want that the manual 
should cover a wide range of information. In such cases, it is advisable to carefully arrange the 
information in some logica1 fashion. An organization manual may be divided into three parts, viz., 
(i) Introductory; (ii) Administrative; and (iii) Procedural. 

The introductory part contains the following. infonnation: 

(a) Nature of the enterprise. 

(b) Objectives of the enterprise. 

(c) Location of the enterprise. 

(d) Organization struc-ture. 

The administrative pan.contains the following information: 

(a) Purpose of the manual. 

(b) Policies of the management 

(c) Areas of major organizational problems. 

(d) )ob descriptions. 

(e) Rules and regulations. 

(f) Organization charts. 

The procedural part of the manual contains the following infonnation: 

(11) Instructions relating to the perfonnance of standardized jobs. 



(b) Instructions relating to performance of non-standardized jobs. 

(c) Specimen forms to be used. 

The preparation of manuals is too expensive. If no provisions made their revision. their utility will 
be reduced after any major change. So they must be kept up to date, otherwise employees will not 
fo!Jow such manuals after some time and will discard them. Then the need will be felt of having a 
new manual and its preparation is very lengthy process. Therefore, revision of the manuals 
should be made as often as practicable to jncorporate the changes that have taken place. If the 
manuals are in loose-leaf form, new pages with new information may be substiruted in place of old 
ones. In this way, manuals will not remrun static. They will undergo change with the changes in 
the business and its environment. 

AUTHORITY RELATIONSHIPS: LINE, STAFF Al'- D 
FUNCTIONAL 

Within the framework of the formal organjzation, there are three basic organjzational relationships, 
namely, (i) authority, (ii) responsibility and (iii) accountability. Authority is the right conferred on 
an individual to make possible the performance of the work assigned. It includes the ,li~cretion to 
make decisions to issue instructions to the subordinates and to use organjzati('· .I resources. 
Responsibility means to task or duties assigned to an individual in the organizatiuu. Entrustment 
of responsibility must be associated with the requisite authority for the accomplishment of the 
task. By accepting authority and responsibility, a subordinate becomes accountable for the use 
of authority to his boss. These relationsrups are designated as formal because they are 
predetermjned by the management as a way of relating and combining the diverse functions of 
the enterprise. This chapter aims at providing an insight ioto these relationships. 

Authority 

Authority is the right to order or command and is delegated ftom the superior to the suborctinate 
to discharge. his responsibilities. Right to procure or use raw materials, to spend money or ask for 
the allotment of tnoney, to hire or fire people, etc., has to be delegated to the inclividuals to whom 
the work has been assigned. For instance, if the chief executive of a plant assigns the production 
manager with the production of particular types of goods and service, he should also grant him 
the authority to use raw materials, money and machinery, hire workers and so on to _fulfil the 
production schedules prescribed as hls duty. 

Louis A. Allen defined authority as the sum of the powers and rights entrusted to make possible 
the performance of the work assigned. Authority is basis to the job of managing. A manager must 
have adequate authority to get things done through the subordinates. The features of managerial 
authority are as under: 

(i) Authority is the right or power to command and control the subordinates. 

(ii) It is granted to a position (or manager) for the achievement of organizational objectives. 

(iii) The authority may be ellercised through persuasion or sanctions. If the subordinate does 
not obey, the superior has a right to take disciplinary action. 

Responsibility 

The term 'responsibllity' means the work or duties assigned to a person by virtue of his position 
in the organization. The person carrying the responsibility for the perfonnance of a given task has 
also the authority to perfonn it. for instance, if a project manager is responsible for the construction 
of a bridge, he has also the authority to command his subordinates, procure the needed materials, 
procure personnel and seek assistance from funetiooal departments for the completion of the 
project. Responsibility should be rustinguished ftom accountability which is the obligation of an 
individual to render an account of the fulfillment of his responsibility to the superior to whom he 
reports. 
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Accountability 

Just as responsibility is a derivative of work to be perfo1med and authority is derived from 
responsibility, accountability, in tum, is a log,ical derivative of authority. When a subordinate is 
given an assignment and is granted the necessary authority to complete it, tbe final phase in basic 
organization relationship is holding the subordinate responsible for results. fn othe.r words. the 
subordinate undertakes an obligation to complete the assignment by the fair use of authority and 
account for the discharge of responsjbiJity assigned. 

Accountability is the obligation to carry out responsibility and exercise authority in terms of 
performance standards. For accountability to be effective, the standards of performance should 
be determined before entrusting a task. and should be understood and accepted by the subordinate. 
the extent of accountability depends upon the extent of authority and responsibili ty delegated. 
A person cannot be held answerable for the acts not assigned to him by his superior. Creation of 
accountability lea~., to justifying delegation authority to a subordinate. 

Table 25: Authority vs Respooslbility 

Autho rity Responsibility 

I. Authority is the right of a manager to I . Responsibility denotes the duties or tasks 
command his subordinates and use assigned 10 a subordinate by his boss. 
organizatioo11J resources. 

2. Authority arises because of II formal 2. Respons ibility arises from a superior-
positiCln in the o rganization. Whosoever subordinate relationship. The subordinate 
occupies a position, has is accountable since he owes an 
the right to command the subordinates, explanation 10 his s1,1perior for the 

performance of duties assigned. 

3. Authority can be delegated to the 3 , Responsibll ity i.e., obl igation to account 
subordinates. for results, caa't be delegated. 

4. Authority always flows <lownward from 4. Accountability always moves in the 
a superior 10 his subordinate . upward direction as the subordinate is 

responsible to his superior. 

Kinds of Authority 

Louis A. Allen has classified authority into three categories namely, (i) Authority of knowledge, 
(ii) Authority of position, and (iii) Legal authority. According to him authority of knowledge is 
possessed generally by tbe staff specialists appointed by the company. They more often in1luence 
the actions of persons in line by virtue of their knowledge. Some persons acquire authority by 
virtue of their position in the organization. Legal authority is the authority wh'.ich is entrusted to 
a person by the law of the land. For instance, a company is a legal person and has a right to sue 
others according to the provisions of the Companies Act. 

Sources of Authority 

Management scholars are divided on whether authority originates at the top and flows down in 
traditional fashion or whether it originates at the bottom as a kind of consent of the subordinates. 
We can classify 'the views of various management writers under the three headings, namely, 
formal authority theory, acceptance theory and compelence theory. These viewpoints are discussed 
below: 

1. The Formal Authority Theory: According to this theory, authority is viewed as originating 
at the top of an organization hierarchy and flowing downward therein through Che process 
of delegation. The ultimate authority in a company lies with the sharehoJders who are its 
owners. The shareholders entrust tbe management of the company to the Boards of Direclors 
and delegate to it most of their authority. The Board of Directors delegates authority to the 
Chief Executive and the Chief Executive in tum to the departmental beads and so on. Every 
manager in the organjzation has some authority because of his organizational position. 
That is why, the authority is known as formaJ authority. Subordinates accept the authority 



of a superior because of his formal position in the organization. A manager in the organization 
has only that much of authority which is delegated to him by his superior. 

The shareholders of a company have authority over the company because of the institution 
of private property in the society. Various social factors, laws. political and ethical 
considerations, and economic factors put certain limits on their authority and the organization 
has to function within these limits. In fact, the basic sources of authority can rest in the 
social institutions themselves. J.n a society, where private property does not exist as in the 
case of socialist economies, the origin of authority can be traced to the elements of basic 
group behaviour. 

The concept of authority as being a right transmitted from the public through social 
institutions to business manager is the central theme of the fom,al authority theory. As 

shown by a schematic model given below, business and its management are influenced by 
changes in the country's environment (economic, political. social, educational, etc.) which 
in tum modify the public norms and attitudes. 

PubLic 
(Norms and 
Attitude) 

1 
Which in tum 

modifies 

Soclal Institutions 
(PoLitica1 Parties, National 

Parliament and State 
Assembiles, Educational 

Tnstitutions, etc. 

Aces and 
Public Polices 

j 
Influenced by changes Business 

in the country's .________ and its 

environment Management 

Figure 48: Formal authority through social .institutions 

2 The. Acceptance Theory: According to this theory, the authority is the power which is 
accepted by others. Formal authority has no significance unless it is accepted by the 
subordinates. The degree of effective authority. possessed by a manager is measured by 
the willingness of the subordinates who accept it. "A.n individual will accept an exercise of 
authority if the advantages accruing lo hirn from accepting plus the disadvantages accruing 
to him from not accepting exceed the advantages accruing to him from not accepting plus 
the ciisadvantages accruing to him from accepting; and conversely, he will not accept an 
exercise of authority if the latter factors exceed the former". Thus, the acceptability of 
orders may be fully acceptable, may be fully unacceptable and others only partially 
acceptable. Barnard maintains that a subordinate will accept an order if he understands it 
will, if he be1ieves it is consistent with tbe organizational objectives and compatible with his 
own interest. 

3. 

ZoneoUndifference: In addjtion to the above conditions, acceptance of authori ty is fostered 
by what Barnard called, the zone of indifference and Simon referred to as the area of 
accepwce. The ' zone of indifference' indicates the specific limits that are set by indi victuals 
themselves within which they will response willingly to the exercise of authority over them. 
In fact) not all orders are obeyed with equal enthusiasm. The zeal or reluctance with which 
a subordinate carries out an order is the result of his weighing, often subconsciously, the 
effect which trying to carry out the order will have upon his personal career. Within this 
zone, the employees will not question the use of authority. But outside this zone, the 
superiors must eam the acceptance of the employees. 

The acceptance theory of authority has certain Umitations. According to it, a manager has 
authority Lf he gets obedience from the subordinates. But a manager is not able to know 
whether his order will be obeyed by his subordinates unless the order is carried out or 
disobeyed by them. Further, the theory emphasizes rewards and punishments a superior 
can use, but it overlooks the influence of social institutions like trade unions. 

The Competence Theory: According tot.his theory, an individual derives authority because 
of his personal competence. Urwick identified formal auth-mity as being conferred by 
organization, technical autborifyas being simplicity in a spedal kn.ow ledge or skill, personal 
authority as being confe1Ted by seniority or popularity. Thos, a person may get his order or 
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advice accepted not because he is having any formal authority, but because of his personal 
qualities. These qualities may be technical competence and social prestige in the organization. 
For exampie. a person is expert in a particular field and other people go to him for guidance 
and follow his advice as if that were an order. 

From the analysis of theories of authority, it can be concluded that acceptance and 
competence theories suggest how and why an individual obeys !he order of another. But 
the importance of formal authority cannot be undermined. The fonnal authority should be 
regarded as basic to managerial job and acceptance and competence authority as products 
of leadership. In some organizations like army and police, formal position is the most important 
source of authority. 

Limits of Authority 

The authority of an organization is not absolute. It is subject to various economic, social, legal 
political and other factors. Similarly, the authority of a manager is restricted by various factors • 
such as: 

(i) Physical Limitations: Physical laws, climate, geographical factors, etc., restrict managerial 
authority to a great extent. Thus, an order to make silver from aluminium would be 
meaningless. 

(ii) .Economic Constraints: The authority of an executive is restricted by economic constraints. 
A chief executive would not like to ask h.(s sales personnel to sell products at a high price in 
a highly c.ompetitive market or to ask the purchase department to procure raw material for 
use in the next twelve months when capital and storage space are not available for this 
purpose. 

(iii) Social Constraints: The use of managerial authority is also subject to many social limitations. 
Thus, me 'task assigned to employees must conform to the group's fundamental social 
beliefs, values, customs and ethics. 

(iv) Legal Constraints: Various acts of tlle Central and State Governments impose restrictions 
on the exercise of authority by a manager. For instance, a manager can't ask the workers not 
to fonn or join a union. 

(v) Biological Limitations: A manager cannot ask a subordinate to do something which he is 
not capable of doing. For example, a manager can.not task a subordinate to climb the side 
wall of a building.:,. 

(vi) Internal Constraints: A manager's authority js limited by the objectives and policies laid 
down by the top management of the organization. He can't go against the internal policies 
aod rules of tbe organization. 

Power 

Tue lean 'power ' may be defined as the capacity to exert influence over others. If a person has 
power, it meaos that he is able to influence the behaviour of other individuals. The essence of 
power is control over the behaviour of others. "In one' s role as a supervisor, a manager's power 
may be seen as the ability to cause subordinates to do what the man~~r wishes him to do. A 
manager's power may be mea.sured in tem1s of the ability to ( 1) give rewards, (2) promise rewards, 
(3) threaten to withdraw current rewards, (4) withdraw current reward.s, (5) threaten punishment 
and (6) punish'1. 

The term 'authority' on the othe.r hand, denotes the right of a manager to decide and command. 
For example, a manager has a right to assign tasks to subordinates and expect and require 
satisfactory performance from them. But the manager may not have the means ( or power) available 
to enforce lb.is right. Thus, whether a manager can enforce his rights is a question of power. 
Similarly, there may be a sJtuation where a person has a power to do something, but lacks authority 
to do it. Such situations may cause conflicts in organizations. Therefore, for organizational stability, 
power and right to do things should be equated. "When power and authority for a given person 
or position are rou.&hJy equated, we have a condition we may call legitimate power" . 



I. 

Stmknl \rth it~ JJ 

Recall some occasions in which you have exercised the different fonns of power: 
legitimate, coercive, reward, expert, referent, and information. 

a. Which forms of power do you use most frequently? 

b. What prompts you to use those forms of power? 

c. Which forms of power do you rarely or never use? 

d. What keeps you from using some forms of power? 

Sources of Power 

John French and Bertram Raven have identified five sources or bases of power which may occur 
at all levels of the organization. These are discussed below~ 

(i) Reward Power: It is based on the influencer having the ability to reward the i_nfluence for 
carrying out orders. The extent of reward power depends upon the extent to which one bas 
control over rewards that are valued by another. 

(ii) Coercive Power: lt is based on the fonnal rights one receives as a result of holding a 
position in an organization. It may also be called 'positional power' because of authority 
inherent in the position. It exists when ao influence acknowledges that the influencer is 
lawfully entitled to exert influence. It is also implied that the influence has an obligation to 
accept this power. 

(iii) Legitimate Power: It is based on the fonnal rights one receives as a result of holding a 
position in an organization, It may also be called 'positional power' because of authority 
inherent in the position. It exists when an influence acknowledges that the influencer is 
lawfully entitled to exert influence. It is also implied that the influencee bas an obligation to 
accept lhis power. 

(iv) Expert Power: lt is based on the perception or belief that the influencer has some relevant 
expertise or specjal knowledge lhat others do not have. For ex.ample, a doctor has expert 
power on his patients. lt is a type of personal power. 

(v) Referent Power: It is based on the influencee's desire to identity with or imitate the behaviour 
of the influencer. It develops out of others' admiration for a person and their desire to model 
their attitudes and behaviour after that person. For example, a manager will have referent 
power over the subordinates if they are motivated to emuJate his work habits. 

These are potential sources of power only. Possession of some or all of them does not guarantee 
the ability to influence particular individuals in specific ways. The role of the influencee in accepting 
or rejecting the attempted influence is very important. It may also be noted that, nonnally, each of 
the five power bases is potentially inherent in a manager's position. 

Some generalizations about the use of power and effectiveness of various bases of power are 
given below: 

I. There is no evidence of power unless it is exercised. 'I'he purpose of power is influence over 
others for getting certain things done. 

2 Power is stronger than influence. It .is the ability to bring about potential acts by commanding 
or exerting influence. But influence is a psychological force. In exerting influence, one 
person tries to influence the behaviour of another. 

3. The effect of power is reduced when it is exercised outside its perceived Jim.its. 

4. The sttonger the power base, the greater is the power. The strongest power base is legitimacy 
(or formal authority) and the weakest is coercion. 

5. A person difficult to be replaced has more power than others. If a low ranking employee has 
more knowledge than his superiors, he is likely to have more personal power. 

Distinction between Authority and Power 

The terms 'authority' and 'power' are generally used interchangeably, but there is a clear-cut 
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distinction between the two as discussed below: 

(i) Nature: Authority is the right to command; power is the ability to exercise influence. Authority 
usually resides in the position organization, but power is exercised by the person. Authority 
includes the right to command which has been institutionalized. Thus, authority is always 
positional and legitimate and is conferred on the position. But power is not institutional, 
rather it is personal. It is acquired by people in various ways and exercised upon'others, It 
is acquired through political means or by having certain personal attributes. 

(ii) Association with Structure: Authority of a person is associated with the position in the 
fonnal organization. It increases as one goes up the organizational hierarchy. But it need 
not necessarily be accompanied by more power. In actual practice, the power centres may 
be located at the lower levels in the organization. Tims, one cannot get any idea of power 
centres in an organization by merely looking at its organization chart. 

(iii) Relationship: The structure of an organization merely shows its authority relationships. In 
practice, these relationships are modified by power politics in the organization. Some 
individuals may have more power and less authority or more authority and less power. It is 
the operating mechanism of the organization which is relevant for studying organizational 
behaviour. 

(iv) Flow: Authority is a downward flowing concept whereas power flows in all directions. 
Authority can be delegated to the lower levels in the organization. The lower we go down 
the hierarchy, the lesser is the authority. But it is 'not so in case of power which h11s been 
defined as the ability or capacity lo influence the behaviour of others. lf a worker succeeds 
to influence the behaviour of a departmental manager, il is implied that the worker has 
exe·rcised power over the departmental manager. 

(v) Pervasiveo~: Authority rests with important positions in the organization whereas power 
is all-pervasive. For instance, an infonnaJ leader may be more powerful than even a 
departmental head. 

(vi) Responsibility: The extent of authority is limited to the amount of responsibility. Authority 
and responsibility are coextensive and balance each other. But in case of power, there is no 
such balancing factor. Persons wielding greater power may have only limited responsibility. 

(vii) Formal/lnfo,nnal: Authority is inherent in official positions in the organization and so it is 
always formal. But power cao be both formal and informal. Sometimes, informal power of a 
person exercises greater influence in the organization than is formal authority which is also 
called legitimate power, 

Types of Authority Relationships 

Modem organizations make considerable use o f line, staff, functional and committee authority 
and various combinations thereof. AH the four types can be found in almost every big organization. 
The organization pattems that accompany the four types of authority have already been discussed 
in this chapter. Now we shall discuss the nature of various types of authority. 

Line Authority 

Line authority refers to those positions and elements of the organization which have responsibility 
and authority and are accountable for accomplishment of primary objectives. "Line authority, the 

basic authority in an organization, is the ultimate authority to command, act, decide, approve or 
disapprove - directly or indirectly - all the activities of the organization. It is the authority to direct 
the work of others and to require them to confonn to decisions, plans, policies, systems, procedures 
and goals. Line authority is the heart of the relationship between superiors and subordinates". 

Line elements provide authority to decide and direct and a central means for flow of communication 
through a scalar chain of authority. Line officials are in the chain of command from the highest 
executive to the lowest position in the organization as shown in Fig. 49. Each successive manager 
exercise direct line authority over his subordinates. However, line authority is not absolute. 
Managers are responsible for how they exercise authority and for its consequences. They must 
use judgement and discretion and stay within tbe limits of their delegated authority. They must 
apply authority reasonably to the perfonnance of tasks and the proper execution of organfaational 
policies. It should be remembered that I.he primary purpose of line authority is to ensure effective 



functioning of the organization. It does so in the folloWlng ways: 

(i) Line authority acts as a chain of command from chief executive to lower level workers. lt 
also provides for the channel of communication. 

(ii) It provides lhe basic decisions required for operating the enterprise. 

(iii) It makes the leadership process effective by establishing authentic cbannels of 
communication. 

(iv) It provides points of reference .for the approval or rejection of proposals. 

(v) It serves as a means of control by setting limits to the scope of managerial actions. 

Line Line and Staff Functional 

Figure 49: Types or authority relationships 
Staff Authority 

Staff refers to those elemencs which have responsibility and authority for providing advice and 
services to line in attainm.eot of objectives. Fayol described staff as an adjunct reinforcement and 
a sort of extension of the manager's personality. Line managers make tbe salient decisions by 
exercising command authority, whereas staff officials advise and coU11sel, with no authority to 
command but within their own staff chain of command. According to McFarland, "Staff authority 
is best defined as authority whose scope is limited, by the absence of the right to direct or 
command, to such auxiliary and facilitating activities as planning, recommending, advising or 
assisting". 

The nature of staff authority is advisory as show!l,bY oroken lines in Figs. 59 and 60. The use of 
staff to assist line came about because of the need to provide special counsel and assistance to 
the line manager who is unable to carry out the demands of his position. Line authority alone 
becomes inadequate for large organizations whose managers face an increasing number of 
problems that can better be bandied by -staff specialists. 

The basic criterion for distinguishing between line and staff functions is the degree of closeness 
of the function to the primary objectives of the organization. Basic activities such as production, 
finance and marketing are usually line departments. Activities such as industrial engineering and 
costing, which consist mainly of assistance, advice or services cutting across several units. are 
general set up as staff departments. However. the indirect relationship of staff toprimary objectives 
does not necessarily mean any lack of importance. 

Pure staff authority has no right to command except within the staff department itself. Staff 
managers cannot issue orders. They work by planning, thinking, studying, informing, 
recommending, persuading and suggesting. Thus, staff orientation is different from the line 
orientation which is concerned directly with the primary objectives of the enterprise. Staff men 
relieve the line men of the burden of details, often technical, which would otherwise be handled 
less ably. Staff-rnanagers possess specialized knowledge and skills. They can provide better 
solutions t0 organizational problems in their areas. 

In practice, the dis~ction between line and staff gets blurred. Staff advice or service may be 
accepted by others much the same as the line authority is. Staff managers may make command 
decisions wben line managers fail to act or decide. Moreover, staff managers may be delegated 
authority to command on certain matters by the line managers. The demarcation between line and 
staff may be possible during the initial stages of the organization; but when it grows, its functions 
become more and more complex and the demarcation between line and staff becomes progressively 
fuzzier. Another basfc criticism of the line and staff concepts is that the distinction between them 
is based on the assumption that organizational activities can be segregated on the basis of their 
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contribution in achieving the organizational goals. But all activities, whatever name they may be 
given, collectively contribute to the achievement of organizational goals. The segregation of 
expert knowledge from actual performance of the job is unwise and uncalled for in the present era 
of vast technological developments. 

Types of Staff 

Staff may be divided into the following three categories: 

(a) Personal Staff: It refers to the positions created to help a manager in carrying out those 
parts of his responsibilities which he cannot or does not want to delegate to others. Personal 
staff is required by top managers because their responsibilities grow beyond their personal 
capacities. For instance, a general manager of a company may have a personal secretary to 
help him in carrying out his responsibjlities. 

(b) Specialized Staff: It counsels, advises· and helps all line and other staff elements in the 
organization. It consists of specialists in different areas like accounting, quality control, 
personnel, public relations, etc. Staff specialists generally provide both advice and service 
lo the line departments of the organization. 

(c) General Staff: It consists of a group of experts in different areas who are attached to the 
central office of the organization. It is generally employed to provide advice on certain 
matters to the top management. 

Functional Authority 

Functional authority occupies a midway position between line and staff autho(ity. It is means of 
putting the staff specialists in top positions for the entire enterprise and it confers upon the 
holders a limited power to command over the people of their departments concerning their function. 
For empowering the persons in charge of varic.y · functional areas to maintain the quality and 
uoifonnin, of the functions throughout the enk-tpnse, functional authority is granted to them in 
addition to the line authority over his department and over the activities of other departments that 
pertain to his functional area. 

Functional authority is subordinate to line authority and is a way of putting specialists to work in 
the organization. Functional authority differs from line authority in that its right to command is 
limited to a particular specialized area. It differs from staff authority in that functional authority 
confers upon its holders the right to,command in matters pertaining to that function. The greatest 
weakness of functional authority is that is may subject subordinates to the conflict of multiple 
supervision. However, this multiplicity may not alwa,ys be undesirable. Whenever functional 
authority is granted to some individual, it should be properly evaluated, whenever conflict arises. 
The scope of functional authority is limited. Suppose, for example, that the productio n control 
depilrtm.ent found that supervisors were changing routing and scheduling of materials at will. The 
production control manager could issue final orders of routing and scheduling. Thus, functional 
authority assures that production pollcies would be properly followed in each workshop. 

Use of line, Staff and Functional Authority 

An organization may follow a structure which makes use of line, staff and functional authority as 
shown in Figure 50. The Human Resources and Finance Managers act as staff advisors to the 
Managing Director. 

Human Resource 
Mana er 

Managing Director 

Finance 
Manager 

Line Authority 
Staff Authority 
Functional Autl\ority 

Figure SO: Line. Staff and Functional relationships in organization structure 



But as far as production and marketing departments are concerned,· they act as functional managers. 
The Managing Director has line authority over the Production and Marketing Managers 
represented by a bold vertical line. Similarly, Production and Marketing Managers have line 
authority over their respective subordinates. 

Tobie 26: Comparison of Line, Line & Staff and Functional Authority 

Basis Linc Line & Staff Functional 

1. Nature The line authority follows The staff have advisory The functional authority is 
the principle of scalar role. Tbey don·t hove restricted to a function 
chm Tl flows from top authority to get their only and it flows diagonally. 
to bot1om in advice acoepted. The line. functional 

manager has authority 
over his function 
wherever it is perfo(med. 

2 . Specialisation Line managers are Staff officials are functional managers are 
generalists. specialists in their specialists in their 

respective areas. respective areas. 
3. Unity of There is unity of Unity of command is Unity of command is not 

Command command. Each o bserved 10 a great followed as each s ubordi-
subordinate receives e,; ten L. The s taff nate gets instructions 
orders from his boss only. officials cannot give from hi$ Une boss and 

orders to the people in the functional bosses. 
the· chain of command. 

4. Discipline There is strict "discipline. More or less. there is There is loose discipline 
strict discipline. because of multiplicity of 

command by varioos 
fun c tional experts. 

5. Suitability rt is suitable for small ft is suitable for ·--it is suitable for large 
scale operations. medium-scale scale operations. where 

operations expert knowledge in 
certain fields is essential. 

6. Bcooomy It is economical because It is little costlier Tt is very costly because 
a few line executives are because of use of staff of placemeot of fuocl-
required. specialist alongwith ional experts as heads 

Hne executives. of various departments. 

Conflict Between Line And Staff 

Line and staff concept is based on the assumption that they should support each other and work 
unitedly for the achievement of enterprise objectives. But an unfortunate result of this concept is 
the creation of status problems in the organization. Line members view themselves as important 
and first class members of the organization because they directly accomplish the objectives of the 
enterprise. And the staff members are often treated as second class members. The line members 
ignore staff advjce and they often act according to their own thinking. Thus, line and staff 
arrangement has failed to acrueve the desired purpose. 

The major source of line and staff conflicts is the difference in their viewpoints and perceptions. 
Conflict arises when. either of them fails to appreciate the viewpoints of the other. When a conflict 
between line and staff arises, each party tries to explain the causes of conflict in tenns of behaviour 
of the other. The important causes of line and sraff conflict as reported by line and staff e~ecutives 
are discussed below. 

Line's Viewpoint 

I. Undermining of Line Authority: Staff officers encroach upon the line authority. They 
interfere in the work of line managers and try to tell them how to do their work. They 
undermine the role of line executives by trying to impose their ideas on the line executives. 

2 Academic Approach.of Staff: Staff specialists are too academic and do not understand the 
practical problems of the organization. Their ideas are often unrealistic and impracticable. 
They are armchair theoreticians living in their ivory towers and totally cut off from the 
realities of the situation. They are not well acquainted with operating problems of the 
company. They unnecessarily create paper work for the line managers. 
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3. Lack of Accountability: The staff men are not directly accountable for any result; they are 

generally overzealous and recommend a course of action which is not practicable. It is also 

said that because of lack of accountability, the staff officials often given unsound advice. 

4. Limited Outlook of Staff: The staff often thin.ks in a vacuum and fails to see the 'big picture' 

of the organization. Line ls loyal to the overall objectives of the organization; staff is loyal 

to a narrow area of speciality. That is why, staff fai ls to relate its ideas to the organizational 

objectives. 

5. Stealing of Credit: The staff specialists have the tendency to take credit for the decisions 

which prove successful and lay the blame on the line men in case the decisions do not 

prove successful. They are overambitious and want power without responsibility. Staff 

people usually have a.strategic advantage because they are closer to the top executive and 

have more frequent access to him. 

Staff's Viewpoint 

l. lgno~g the Staff: Line managers generalJy do not make a proper use of the-services of the 

staff specialists. Their advice is often ignored. Sometimes, staff advice is sought only ,as a 

last resort as line executive feels that asking for the advice is admitting defeat. 

2 Resistance to New Ideas: Line managers generally resist new ideas as they consider staff as 

a threat to their status and authority. They sabotage ideas and programmes of staff. Line 

managers do not ' look beyond their nose' . They are short-sighted and follow a 'wait and 

see' policy. 

3. Lack of Enough Authority: A general complaint from the staff side is the lack of proper 

authority. Staff Specialists fe.el that if they h;ive arrived at the best solution to a problem, 

they should be able to put into action. B1.:, o.,e to lack of authority, they are unable to do so. 

Table 27: Line _and Staff Conflict 

Line Managers Starr Specialists 

I . Are generalists having wide knowledge and I. Are specialists in par1icular areas and lack the 
experience of different areas of business. experience of differenl areas of business. 

z. Are olli_mately responsible for decisions. 2. Lack authority lo implemenl deci~ions. 

3. Have short and long-range orientations. 3 . Have long-range orientalion. 

4. Want simple, easy to use solutions. 4. Provide ScientHic solutions. 

5. Are action-oriented, they want to solve 5. Are thought-oriented; Ibey want to 
the problem now. examine 1be problem in dcplb and solve 

it later. 

6. Like lo solve problems on tbe basis of 6. Like to solve problem using the latest and 
eX'perience, intuition and "gm feelin,g". most ·sopbis-i.lcated ,lechniques. 

7. Consider staff as lheoreliciaos and i.aesponsible. 7. Consider line as over--0onfident and short-sighted, 

Suggestions for Improving Line-Staff Relationships 

The conflict between line and slaff is not in the interest of the organization and therefore, efforts 
should be made to resolve it. The following steps may be suggested to resolve conflict between 
tine and staff: 

L 

1. 

The line of demarcation between line and staff autho rity should be clear. It must be 
understood by line and staff men that line has the ultimate responsibility for the 
implementation of the decisions and staff is responsible only for providing advice and 
service to the line departments. 

Qualified and trained personal should be placed on staff positions. They must have the 
ability to explain their advice in concrete terms to the line managers and to convince them 

about the practicability of their advice. 



3. The top management should take steps to educate the staff to be aware of line attitudes and 
sensitivities and to educate the line of the value of l\pecialized skills of experts. 

4. Line managers must give due consjderation and serious thought on the advice of experts 
before taking the final decision. In case they do not accept lbe staff advice, sufficient 
reasons should be given for doing so. 

5. Line and staff people should operate io tenns of policies and objectives of the whole 
organization. They should try to understand as to how they can contribute to these 
objectives. The staff official should have the tolerance power because his ideas are Likely to 
be resisted in the initial stages. 

6. The staff men should appreciate the difficulties in implementing the new ideas. They should 
not consider it as a prestige issue if some of their suggestions are not implemented. They 
should widerstand that the ultimate accountability is that of the line managers. 

Is Line and Staff an Obsolete Concept 

The division of organizational relationships on tbe basis of line and staff produces more confljcts 
than cooperation as it is yery difficult, in practice, to demarcate the limits oflbeir authority. Some 
writers, particularly G.G. Fisch and H.H. Logan, have argued that the concept of line and staff is of 
merely of academic interest and it has no practical applicability. But the concept of line and staff 
has become so popular in management literature lbat it is not so easy to eliminate it through it may 
not have any practical relevance. According to Logan; ''The concept that all functions or 
departments of a business enterprise are either line or staff is now so fumly entrenched in 
management theory that any attempt to dislodge it roay well seem doomed to failnre. Yet it is 
certainly pertinent to ask, how applicable to business today is this seemingly immutable principle 
of organization". 

Logan further emphasizes that demarcation between line and staff may be possible at the initial 
stage of the organization. but when it grows, its functions become more and more complex, the 
demarcation between line and staff functions becomes progressively fuzzier until, in large 
organizations. it is oo longer possible to state unequivocally just who is directly engaged in 
furthering its o~jectives and who is not. 

The basic criticism of the line and staff concept is that it is based on the assumption that 
organizational activities can be segregated on che basjs of their contribution to the achievement 
of organizational goals. In the traditional way of classifylng line and staff, production and marketing 
functions are treated predominantly line departments. There are many functional departments 
whose activities cannot be reconciled with the proposition that production and marketing are the 
only segments of the organization directly concerned with furthering its objectives. All activities, 
whatever name they may be given, collectively contribute to the achievement of objectives. The 
segregation of expert knowledge from the actual perfoonance of the job is unwise. 

It appears that tine and staff distinction is based on the assumption that those who are good ut 
thinking and planning are not good in doing and vice versa. This assumption has also gone 
wrong in the complex industrial world. In practice, three types of authority, namely, line, staff and 
functional, are not granted to three categori.es of persons. One person may be gran.ted all the three 
types of authorities simultaneously. In order to avoid tine and staff conflicts, it is essential to 
clearly define the various authority relationships. This will help in improving the working of the 
organization by avoiding the gap in and overlapping of authority and responsibility. 

FORMS OF ORGANIZATION STRUC1J_JTR_E ____ _ 
Organization requires the creation of structura.l relationship arnung different dep,t '.in~•1ts and the 
individuals working there for the accomplishment of desfred goals. The establist1ment of fonnal 
relationships among the individuals working in the organization and to coordinate the efforts of 
different individuals in an efficient manner. ln order to organize the efforts of individuals, any of 
the following types of organization structures roay be set upi ( i) Line organization, (u) Line and 
staff organization, (iii) Fwtctional organization, (iv) Committee organization, (v) Project Organization 
and (vi) Matrix orgaruzation. The nature, merits and demerits of these are discussed below, 

Line Organization 
The line organizatton represents the structure in a direct vertical relationship through which 
authority flows. 1t is the simplest form of organization structure and is also known as scalar or 
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military organization. Under this_, the line of_ authority flows vertically downward from top to 
bottom through out the organization. Under this, the line of authority flows vertically downward 
from top to bottom throughout the organization. The quantum of authority is highest at the top 
and reduces at each successive level down the hierarchy. Every person in the organization is in 
the direct chain of command as shown Figure 51. 

In line organization, the line of authority consists of an unintem.ipted series of authority steps 
and fonns a hierarchical arrangerneril The line authority not only becomes the avenue of command 
to operating personnel. but also provides the channel of communication, coordination and 
accountability in enlerptise. 

Production 
Manager 

Superintendent 

Foremen 

Workers 

General. Manager 

Finance 
Manager 

Asstt 
Fmance 

Manager 

Accountants 

Clerks 

-Figure 51: Line organization 

Advantages of Line Organization 

The merits of line organization are as follows: 

Marketing 
Manager 

Asstt 
Marketing 
Manager 

Sale 
Supervisors 

Salesmen 

(i) Itis very easy to establish line organization and it can be easily understood by the employees. 

(ii) It facilitates unity of command and thus confonns to the scalar principle of organization. 

(.tiI1 There is clear-cut identification of authority and responsibility relationship. Employees are 
fully aware of the boundaries of their jobs. 

(iv) It ensures excellent discipline in the enterprise because every individual knows to whom he 
is responsible. 

(v) It facilitates prompt decision making be<:ause there is definite authority at every level. An 
executive cannot s.bift his decision making to others, nor can the blame be shifted. 

Disadvantages of Line Organization 

The demerits of line organization are as under: 

(i) With growth, the line organization makes the superiors too overloaded with work. lf the 
executives try to keep up with every activity, they are bogged down in myriad details and 
are unable to pay proper attention to each one. It will hamper their effectiveness. 

(ii) There is concentration of authority at the 10p. If the .top executives are not capable, the 
enterprise will not be successful. 

(iii) Line organization is not suitable to big organiz.atiqns because it does not provide specialists 
in the structure. Many jobs require specialized knowledge to perfonn them. 

(iv) There is practically no communication from bottom upwards be<:ause of concentration of 
authority at the higher levels. If superiors take a wrong decision, it would be carried out 
without anybody having the courage to point to its deficiencies. 

In spite of these drawbacks, the line organization structure is v.ery popular particularly in small 
organizations where there are Jess number or levels of authority and a small number of people. A 
modification of this structure is line and staff organization under which specialists are attached to 
tine executives to provide them specialized assistance on matters of great importance to the 
enterprise. 



Line and Staff Organization 

The line executive h often described as the individual who stands in the primary chain of command 
and is directly concerned with the accomplishment of primary objectives. Line organization provides 

decision making authority to the individuals at the top of the organization structure and a channel 
for the flow of communication through a scalar chai o of authority. Line executives are generalists 

and do not possess specialized knowledge which is a must to tackle complicated problems. With 
a view to give specialist aid to line executives, staff positions are created throughout the structure. 
Staff elements bring expert and specialized knowledge to provide advice to line managers so that 

they may discharge their responsibilities successfully. 

In line and staff organization, the line authority remains the same as it does in the line organization. 
Authority flows 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 men 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 organization as they are employed to provide expert advice to the line officers. 
Staff means a supporting function intended to help the line manager. In most organizations, the 
use of staff can be traced to the need for help in handling details, gathering data for decision­
making and offering advice on specific manag_erial problems. Staff investigates and supplies 
iufonnation and recommendations to managers who make decisions. Specialized staff positions 
are created to give counsel and assistance in each specialized field of effort as shown in Figure 52. 

Line and staff structure has gained popularity because certain problems of management have 

become very complex and, in order to deal with them, expert knowledge is necessary which can be 
provided by the staff officers. For instance, personnel department is established as a staff 
department to advise the line executives on personnel matters. Similarly, finance, law and public 
relations departments may be set up to advise on problems related to finance and accounting, law 
and public relations. 

Manager 
Division A 

Board of Directors 

Managing 
Director 

Manager 
Division B 

Figure 52: Line and staff organization 
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The staff officers do not have any power of command in the organization as they are employed to 

provide advice to the line officers. In most organizations, the use of staff can be traced to the need 
for help in handling details, gathering data and offering advice on specific managerial problems. 

Ad vantages of Line and Staff Organization 

The line and staff organization has the following merits: 

(i) Specialized Knowleclge: Line managers get the benefit of specialized knowledge of staff 

special1i.ed at various levels. 

(ii) Reduction of Burden: Staff specialists relieve the line managers of the botheration of 
concentrating on specialized functions like accounting, selection and training, public 

relations, etc. 

(iii) Proper Weightage: Many problems that are ignored or poorly handled in the line 
organization can be properly covered in the line and staff organization by the use of staff 

specialists. 
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(iv) Better Decisions: Staff specialists help the line executives in talcing better decisions by 
providing them with adequate i_nformation of right type at the right moment and expert 
advice. 

(v) Flexibility: Line and staff organization is more flexible as compared to the line organization. 
General staff can be employed to help line managers at various levels. 

(vi) Unity of Command: Under this system, the experts provide special guidance without giving 
orders. It is the line manager who only has got the right to give orders. The result is that 
enterprise takes advantages of functional organization while maintaining the unity of 
command, i.e., one subordinate receiving orders from one boss only. 

Demerits of Line and Staff Organization 

The line and staff organization suffers from the following drawbacks: 

(i) There is generally a conflict between the line and staff executives. There is a danger that the 
staff men may encroach on the line authority. Line managers feel that staff specialists do 
not always gjve right type of advice and staff officials generally complain that their advice 
is not properly attended to. 

(ii) The allocation of duties between the line and staff executives is generally not very clear. 
This may hamper coordination in the organization. 

(iii) Since staff men are not accountable for the results, they may not be perfonning their duties 
well. 

(iv) There is a wide difference between the orientation of the line and staff men. Line executives 
deal with problems in a more practical manner. But staff officials who are specialists in their 
fields tend to be more theoretical. 

Superiority of Line and Staff Organization over Line Organization 

Line and staff organization is considered better than the line organization because of the following 
reasons: 

(i) Staff makes available expert advice to the line executives. This is necessary to deal with 
complex problems of management. For instance, personnel department is established as a 
staff department to advise the top executives and other line executives on personnel matters. 
Similarly accounts, law and public relations departments may be set up to advise on problems 
related to accounting, legal issues and public relations. 

(ii) Better decisions are ensured in line and staff organization as compared tQ a simple line 
organization. 

(iii) Line and staff structure is more suit.able for large organizations as expert advice is always 
available. The line managers can make use of the knowledge of staff specialists to deal with 
complicated problems. Therefore, line and staff organization is certainly better than line 
organization. 

Table 28: Line Org&ni z&tion vs Line & St&ff Organization 

Line Organization Line & Staff Organization 

I. Line refers to those posilions which have the l. Staff refers 10 those positions which have, 
responsibility of achieving thci primary objectives responsibility for providing advice and service 
of the organization, to the lino in attainment of organiz.atiooaJ 

objectives. 

2. There are no ellpens to assist and advise the line 2. There are e~perts known as staff 10 assist ond 
officials. advise the line officials, 

3. There is strict discipline. 3. There is Loose disci,plioe. 

4. There is no scope of friction between line and staff. 4. There is always a risk of friction between line 
and staff people over their respective roles. 

5. It is not based upon planned specialisation. 5, H is based upon planned specialisa1ioo. 

6. Certain line men become key men as \hey QCcopy 6, This is not pouible io case of line and staff 
those posl lions on which the survival of the organi- organization as staff officials always s'bare 
satioo depends. ~ii witb Line offrci~s. 



Functional Organization 

Functional authority occupies a mid-way position between line and staff authority. It is a means 
of putting the specialists in top positions throughout the enterprise. It confers upon the holder of 
a functional position a limited power of command over the people of various departments concerning 

their function. Functional authority remains confined to functional guidance of different 
departments. It helps in maintaining quality and unifonnity oflhe performance of functional areas 
throughout the organization. 

Under functional organization, various activities of the enterprig;;: are classified according to 
certain functions like production, marketing, finance, personnel, etc. and are put under t.he charge 
of functional specialists as shown in Fig. 53. A functional incharge directs the subordinates 
throughout the organization in his particular area of business operation. That means that 

subordinates receive orders and instructions not from one superior but from several functional 
specialists. In other words, the subordinates are accountable to different functional specialists 

for U1e perfonnance of different functions. 

Tt was F.W. Taylor who evolved functional organization for planning and controlling manufacturing 
operations on the basis of specialization. But in practice, functionalisation is restricted to the top 
of the organization structure and is not carried down to the lowest level in the org,mization as 
recommended by Taylor. 

The features of functional organization are as follows: 

(i) The entire organizational activities are divided into specified functions, such as operations, 
finance, markc:ting, personnel relations, etc. 

(ii) Each functional area is put uoder the charge of a functional specialist. The specialist has 
the authority or right to give orders regarding bis function wheresoever that function is 
performed in the enterprise. 

(iii) If anybody in the enterprise has to take any decisioo reJating to particular function, it has to 

be in the consultation with the functional specialist. 

Production 
Director 

General 
Manager 

Division X 

Managing Director 

Finance 
Director 

General 
Manager 

DivisionY 

Marketing 
Director 

Figure 53: Functional organization 

Advantages of Functional Organization 

The merits of functional organization have been discussed below: 

Line Authority 
Functional Authority 

Personnel 
Di.rector 

General 
Manager 

Division Z 

(i) Specialization: Functional organization helps in achieving the benefits of specialization of 
work. Every functional incharge is an expert in his area and can help the subordinates in 

better perfonnance in his area. 

(ii) Executive Development: A functional manager is required to have expertise in one function 

only. This makes it easy to develop the executi.ves. 

(iii) Reduction of Workload: Functional organization reduces the burden on the top executives. 
There is joint supervision in the organization. And every functional incharge looks after his 

functional area ooly. 
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(iv) Scope for Expansion: Functional organization offers a greater scope for expansion as 
compared to line organization. lt does not face the problem of limited capabilities of a few 
line managers. 

(v) Better Control: The expert knowledge of the functional manager faci litates better control 
and supervision in the organization, 

Demerits of Functional Organization 

The functional organization suffers from the following drawbacks: 

(i) Functional organization violates the principle of unity of command since a person is 
accountable to a large number of bosses. 

(ii) The operation of functional organization is too complicated to be easily understood by the 
workers. Workers are supervised by a nwnber of bosses. This creates confusion in the 
organization. 

(ill) Fonctional organization develops specialists rather than generalists. This may create problem 
in succession of top executive positions, 

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

(v) There is generally a lack of coordination among the functional executives and delay in 
decision making when a decision problem requires the involvement of more than one 
specialist. 

Jurisdictional con.O.icts often arise between the Line and functional executives. Executives with 
functional authority sometimes issue instructions directly to personnel throughout the 
organization. This happens because of failure to define the exact nature of the functional authority 
which an executive may have. Therefore, it is essential that the functional authority of executives 
should be clearly laid down. As far as possible, the accountability of subordinates should rest 
with U1eir line superiors and not with their functional . 

Taylor's Functional Foremanship 
The functional organization design discussed above is somewhat different from F.W. Taylor's 
functional foremanship. The structure discussed earlier stands for functionalisation at the top 
whereas in Taylor's plan, the functional control went down to lowest level in the organization. 
Taylor felt that one foreman cannot manage the different aspects. of production work for directing 
a group of employees as he cannot have varied knowledge and ability. So he advised the 
substitution of line authority by functional foremanship at the lower levels of the organization 
structure. 

Taylor recommended that instead of the usual practice of putting one foreman in charge of IO to 
20 workers, there should be the following staff to guide the workers in various functional areas. 

i. Route clerk 

u. Instruction card clerk 

iii. Time and cost clerk 

iv. Shop disciplinarian 

v. Gang boss 

vi. Speed boss 

vii. Repair boss 

viii. Inspector 

There is functional relationship in the structure because every worker is responsible to the speed 
boss in the matter of discipHne and so on. This is the extreme form of functional organization 
which is not found anywhere because it has been found to be unrealistic and it violates totally the 
principle of uniry of command. In order to maintain unity of command in the organization, 
functionalisatioo is app)jed at the top structure and the functional authority is limited only to the 
first level that comes below the position of the functional manager. 



Committee 
Committees, if not one of tlle poorest forms of organization ever designed, are cettaioly one of tlle 
most maligned. We often come across humorous definitions of committee such as: "A committee 
is a group of units engaged by their unwillingness to do the unnecessary". "It is a means of 
passing the buck. It is a group of persons who keep minutes and waste hours''. '1t is a group of 
six people - two to do the work, three to pat those two on the back and one to present a minority 
report". Nevertheless. committees ex.ist in modern organizations because of certain advantages 
which are discussed later. A committee usually represents a modification in the existing line, line 
and staff and functional organization structures. It does not replace a significant part of the 
overall organization structure. It is an aid to the existing organiiation structure rather than an 
essential part of it 

What is a Committee 

According to Louis A. Allen, "A committee is a body of persons appointed or elected to meet on 
an organized basis for the consideration of matters brought before it". A committee is a group of 
persons performing a group task with the object of solving certain problems. The area of operation 
of a committee is detenn.ined by its constitution. 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 tli•· r activities, 
committees have come to be recognized as an important instrument in the modr n business as 
well as non-business organizations. They help in taking collective decisions, coordinating the 
affairs of different departments and meeting communication requirements in the organization. 

Committees exist both in business and non-business organizations. It is difficult to give a precise 
definition of the tenn 'committee' because there are many different kinds of committees and the 
concept of committee varies widely from one organization to another. In many organizations, 
committees contribute an important part of the organization structure. Committees are usually 
relatively fom1al bodies with a definite strucrure. They have their own organization. To them are 
entrusted definite responsibility and authority.A committee may review budgets, formulate plant 
for new products or make policy decisions. Or the committee may only have a power to make 
recommendations and suggestions to a designated official. 

Generally, committees are constituted to achieve one or more of the following objectives: 

(i) to have consultation wi'th various persons to secure their viewpoints on different aspects 
of business. 

(Ii) To give participation to various groups of people. 

(ill) To secure cooperation of different departments. 

0v) To coordinate the functioning of different departments and individuals by bringing about 
unity of direction. 

Types of Committees 

According to the nature of their constitution and functions, committees can be cl~ified as follows: 

(i) Line and Staff Committees: If a committee is vested with the authority and responsibility to 
decide and whose decislons are implemented invariably, it is known as a line committee. For 
example, board of drrectors of a company is a Jjne committee of the representatives of its 
members which is authorized to take and implement policy d,ecisions. On the other hand, if 
a committee is appointed merely to counsel and advise, it is known as a staff committee. For 
instance, a committee composed of the heads of various departments may meet at periodicaJ 
intervaJs to counsel the chief executive. 

(ii) Formal and Informal Committees: When a committee is constituted as a part of the 
organization structure and bas clearcut jurisdiction, it is a formal committee. But an infonnal 
committee is formed to advise on certain complicated matters on which the management 
does not want to set up formal committee which is a costly device. Informal committees do 
not form part of the organization structure. 

(iii) Standing and Ad hoc Committees: FoonaJ committees which are of permanent character are 
known as standing committees. Ad hoc committees ar.e temporary bodies which may be 
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(iv) 

(v) 

fonnal or infonnal. An adhoc committee is appointed to deal with some special problem and 
stops functioning after its job is over. 

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

Coordinating Committee: Such a committee is generally constinlled to coordinate the 
functioning of different departments. It consists of the representatives of different 
departments who meet periodically lo discuss their common problems. 

In addition, a business enterprise may have other committees like (a) Finance Committee, (b) 
Planning Committee, (c) Production Committee, (d) Workers ' Welfare Committee and so on. 

Why are Committees Used 

A committee almost invariably is used to carry out responsibilities whjch cannot be undertaken 

by a single per~011. Committee have certain inherent advantages because people in group react 
differently from people as individuals. The advantages or merits are discussed below: 

l. Pooled Knowledge and Ewerience: A committee is an effective method of bringing the 

~olleccive knowledge and experience of a number of persons to solve may intricate problems 
that are beyond the reach of a single person. In a commiuee, such members may be taken 
who are experts in their fields, This will help in concentrating knowledge and judgement of 
experts for the solution of the intricate problems. 

2 Enforces Participation: Acommittee tends to enforce participation by different people in 
the organization. A major source of resistance to new policies and plans by those who are 
asked to carry them out is lack of participation on their part at the planning stage. The 

management can give representation to the employees in various commHtee. This will 
motivate the employees for better petfonnance as they feel that they have a say in the 
affairs of the organization. 

3. Facilitates Coordination: 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. A committee consists of representatives of different departments or 

persons who represent different points of view, who will sir around a table and discuss their 
common problems. The direct contact among various individuals will bring about proper 
understanding and coordination in the activities of various departments and individuals. 

4. Overcoming Resistance: The committee is an important means of cooling off agitation and 
tempet on the part of affected people. Establishment of committee is recognized as strategy 
for overcoming resistance. opposition or pressure from the affected parties. For purpose of 
strategy, comminees have-a wider application in Government, educational, and other non­

business institutions. 

5. Check against Misl..se of Powers: It acts as a check and safeguard against the abuse and 
misuse of powers. Numerous boards and commissions are established by the Governments 
of a ll nations to circumscribe the executive authority and to hold it in balance. Even in 
business, the Board of Di.rectors is a plural executive which reviews the operations of the 
chief executive of the company. Plural executives in the form of col'Ilmlttees are more common 
in non-business organization than i:n business organizations. 

Limitations of Committees 

Some people consider committee as an organized means of passing the buck. A corominee is 
created when some top people cao 't make up their minds and they want a committee to do ii for 

them. Though, use of committees brings about certain advantages. they have certain inherent 
drawbacks also which are discussed below: 

l. Evasion of Decision making Responsibilities: If a manager has an opportunity to carry a 
problem to a committee, he may talce it as a means of avoiding decision-making or to escape 
the consequences of an unpopular decision. Thus, managers who want to avoid the 
laborious and difficult process of logical thinking that Jeads to a sound decision and to 

escape respons ibility, take resort to committee device. 



2. Slow Decision making: Committees take more time on procedural matters before any decision 
is taken. In some cases, slowness seriously handicaps the administration of U1e organization. 
The delay in decision making often reduces the usefulness of the decisions. The delay is 
caused by many factors like giving sufficient membership and lac!< of preparation before 
meeting. That is why, committees are sometimes used by managements to cool off agitation 
by their employees which may create difficulties in the long run. 

3. Costly Device: Committees are an expensive device both in tenns of cost and ti.me. Committee 
meetings take too much time which absorb the sum total of the salary of its member for that 
time. Sometimes, committee members deliberately tend to pass time in order to show that 
they have taken pains in reaching the decision. 

4. Lack of Definite Decision: When the committee findings represent a compromise of different 
viewpoints, they may be found to be weak and indecisive. They may cloud the real issues 
and get extraneous matters involved in decision m aking. In case of committee decisions, it 
is very difficult to fix responsibility on a particular person. So the committee members are 
apt to be irresponsible and indifferent. 

5. Incompetent Membership: When a committee is formed, it is implied that the individual 
members, of the committee wiU exert pressure on the ideas, suggestions, comments and 
judgements of other members. But this may not happen in practice. The chairman or any 
sttong member of the committee may force the committee to come to a foregone conclusion 
on the basis of his own thinking and the incompetent members may keep silent. Thus, the 
decisions may be overshadowed by th.e force of strong personality. 

6. Source of Misunderstanding: The committee meetings may prove to be a source of 
misunderstanding instead of providing a forum for team work and settlement of problems. 
The chairman of the meeting may not be effective in bringing about reconciliation of ideas 
of different individuals. Moreover, committee actions are characterized by voting and 
dissenting practices whic h may leave behind a legacy of bitterness, discontent and 
frustration. 

Making Better Use of Committees 

Notwithstanding the dangers of committees mentioned above, committees are used by most 
organizations because their advantages far outweigh their disadvantages. Management can make 
committees a useful agency of administration rather than a doubtful and much bedevilled 
administrative gimmick. For the successful operation of the committees, the management should 
keep in mind the following points. 

1. The committee should have a clearly stated purpose: Ibe purpose should be put in black 
and white in unambiguous language. This will avoid confusion and wasteful efforts. For 
clear understanding, the committee members must be specific about the following facts: 

(i) Functions and scope of the committee. 

(ii) Responsibilities of the committee. 

(iii) Authority of !he committee. 

(iv) Organizational relationships. 

2 Members of the committee should be carefully selected: This is an important factor for the 
success of the committee. The members must be capable of understanding the real issues 
eo_trusted to the committee and taking part in the discussion. As far as practicable: members 
of the committee should be of similar organizational rank if they are expected to discuss and 
contribute on an equal basis. The choice of committee members requires a sound judgement 
as to personality differences, abiljty in expressions as well as their status. 

3. The committee should be of proper sb;e: The group should not be too large. Tf it is too large, 
many of its members will not have adequate opportunity to express their viewpoints. It may 
become chaotic if there are many vocal mem~rs. But if the group is too small, it is difficult 
to secure a well rounded viewpoint The size of committee should depend on the purpose 
of forming it and the need to give representation to different viewpoints. 
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4. The committee should have a capable chairman: The chairman of the committee has to 
conduct the proqeeding of the committee meeting. He should understand his role properly. 
His job is to encourage others to express themselves, to settle differences and to add a 
touch of humour when the going is tough. He is an arbiter, a peacemaker and an expediter. 
He should not be an advocate of one point of view. His job is to get members of'the group 
think and not to think for lhem. 

5. There should be adequate preparation for the committee meeting: The major cause of not 
reaching any decision by the cornmittee is lack of preparation by the committee members 
and the office. Toe office should keep all the details ready for use by the committee. The 
chairman should be provided with adequate clerical and staff assistance so that he can 
furnish all available factual data for each member before the meeting takes place. The 
agenda of the meeting and the concerned data, reports and notes should be circulated 
among the members of the committee well in time so that they get raw material for discussion 
in the meeting. 

6. There should be adequate follow up: In order to encourage the proper functioning of 
committees, it is necessary that management should take adequate follow up measures to 
implement the intent of the committee. Minutes of the committee meeting should be prepared 
and distributed to each member and also to the top management so that is may evaluate the 
work done by the committee. This type of control is necessary to avoid committees becoming 
self-perpetuating or wasting time and delaying decision malQng. 

St11dt·11I \ dh ii., .\.t 

1. Select any kind of committee and explain the following: 

• Concept of committee 

• Name of the committee. 

• Type of the committee. 

• The reason for fonning committee. 

• Benefits offonning cornnuttee. 

Departmentation 

There is a limitation on the number of persons an enterprise can manage directly. This limitation 
will restrict the size of enterprise if it does oot opt for the device of departmentation, Grouping 
activities and employees into depanments ma.Jc.es it possible to expand the activities of enterprise. 
That is why, departmentation is an integral part of the process of organizing. 

Meaning of Departmentation 

A department is a work group combined together for performing certain functions of similar 
nature. The process of divjsion of the enterprise into different parts is broadly called 
departmentation or departmentalization. The various parts or divisions go by the name of 
departments. Oepartmentation leads to grouping of both functions and personnel who are assigned 
to carry out allocated functions. 

The impact of departmentatioo ls a delineation of executive responsibilities and a grouping of 
operating activities. Every level 1n the hierarchy below the apex is departmentalized and each 
succeeding lower level involves further departmental differentiation. Grouping of activities into 
manageable units is necessary at all levels in the enterprise. The chief executive groups activities 
into major divisions such as production, marketing, finance, etc. These clivisions are administered 
by senior executives who report directly to the chief executive. The senior executives further 
assign duties to their juniors. For example, the marketing manager may divide his activitie,s on the 
basis of activities like advertising, marketing research, customer service and so on. At the lower 
Leve~ there may be sales assistants, sales representatives, etc. 

Objectives and Significance of Departmentation 

Objectives of departmentation are to: (i) specialize activities, (ii) simplify managerial tasks and (iii) 
maintain control by grouping employees within well-defined areas. Departmentation achieves 



systematic distribution of work among individuals. It facilitates proper suppression and control 

as the authority for making decisions is diffused to the managers of the departments. This increases 
the capacity of top management to concentrate on important managerial functions. 

The ma.in advantages of departmentalization are as follows: 

I. Increase in Efficiency: The efficiency of management and enterprise increases because 
everyone knows precisely his duties and authority. Well-defined jobs and limitations of 
authority help the individuals achieve better perfonnance. 

2 Fixation of Accountability: Since jobs are well-defined and responsibilities are clearly 
mentioned, it is easy to fix accountability for the resul ts. 

3. Development of Managerial Faculties: Departmentation di vi des the entire enterprise ihto 
various departments. The departmental managers are given the opportunity to rake initiative. 

Departrnentation is a training device for them. They can Learn new managerial skills which 
will help them to move higher in the hierarchy. 

4. Performance Appraisal: Departmentation presupposes the existence of goals or standards 
of perfonnance. This helps not only in fixing responsibility but also in evaluation of work 
c.arried out by an individual or a group or the department as a whole. 

5. Better Control: Departmentation facilitates better control because standards of performance 
are well known. Budgets which are one of the control mechanisms can be prepared to 
control lhe income and expenditure of different departments. Periodical meetings of the 
departmental managers can be called to bring units of action in the enterprise. 

Methods of Departmentation 

pepartmentation is the process which is used to group the activities of the entell)rise into various 
units for the purpose of efficient management. It divides the people and functions comprising an 
enterprise into various departments to achieve organizational goals. There are certain methods of 

creating departments in an enterprise which are· discussed below: 

Departmentation By Numbers 

Departmentation by simple numbers has been an important method in organization of tribes and 

armies. It involves _placing specific number of undifferentiated persons at the direction of an 
executive or a manager. The success of such departments depends upon the quality manpower. 
This method is not used these days as it is not feasible to achieve the organizational objectives 
by dividing the entire manpower into certain groups. Labour skills have increased and, moreover, 
groups composed of persons from different fields are frequently more efficiently than those 
based on mere numbers. 

Departmentation By Function 

Under this method, the departments are created on the basis of specified functions to be performed. 
Activities related to a function are grouped in a single umt with a view to give a weil defined 

direction to rhe whole group. For instance, in a big enterprise, rhe major functions Like production, 
purchase, finance, marketing and personneJ may be grouped into different departments as shown 
in Figure 54. 

Production 
Deptt 

Purchase 
Deptt 

Board of Directors 

I 
Chief Executive 

Finance 
Deptt 

Figure 54: Departmentation of function 

Marketing 
Deptt 

Personnel 

The function shown in the above figure will differ in non-industrial concerns or institutions. For 
example, in an insurance company, departmentali~tion may be achieved on the basis of rhese 
functions, viz., underwriting agency, claims adjustment and administration. Departmentalization 

Organ,ung and Orgauizational 
Strucrure Line and Staff 

Conflicts 

243 



Management Process ~nd 
Organizational Behavior 

244 

may also go a step funher. For instance, the marketing division may be divjded into three 
subdivisions, namely, advertising, selling and marketing research. 

Functional departmentation is the most widely employed basis for organizing activities and is 
present in almost every enterprise at some level in the organization structure as it leads to improved 
planning and control of the key functions on which the survival and growth of the enterprise 

depends. Functional speeialization leads to better performance in different areas. This type of 
departmentation is very helpful for the enterprises having a small number of products. It also 

leads to better results in big organizations produdng a Large number of products. For instance, 
activities relating to accounnng and finance may be centralized in a separate department and oost 
and chartered accountants may be employed to provide services to different departments which 
may even be created on a different basis. 

Departmeotation By Product 

The grouping of activities on the basis of product or product lines is followed in multi-product large 
organizations. AU the activities related lo a particular product line may be grouped together under the 
direction of a semi-autonomous division manager. Departmentalization by product allows the top 
management to delegate a divisional manager extensive authority over production, sales, engineering 
and other functions that relate to a product line as is shown in Fig. 55. Within the structure of.each of 

the divisfons, line and staff organization may also be used. 

Marketing 
Deptt 

Product 
Divi!\ion A 

Board of Directors 

Finance 
Depn 

I 
Chief Executive 

Product 
Divi~fon B 

Purchasing 
Deptt 

Product 

Personnel 
Deplt 

Division C 

Production Engineering Designing 
and Research 

Accounting 

Figure 55: Departmentation by product 

Product line is an important basis of departmentation because it creates product divisions each of 
which could be considered as a viable profit centre for accountability purpose. lt places attention 

and efforts on product lines and fixes responsibility for profits at the division level. Since the 
product divhions are semi-autonomous. it pennits growth and diversity of products and services. 
Market-oriented long range growth strategies can be planned and implemented. The top 
management can evaluate the performance of different product divisions and pay greater attention 
to the product line which is less profitable as compared to others. This type of departmentation is 
useful where it is essential to coordinate the acti'.vities relating to a particular product. Besides 

better coordination, it will also improve customel.} ser¥ice. 

Th.e advantages of product departme~tation are as follows: 

(i) Product departmentation can reduce the coordination problems which are created under 
functional departmentation. There is integration of activities relating to a particular line of 
product. It facilitates product expansion and diversification. 

(ii) Jt focuses individual attention on each product line. 

(iii) It leads to specialization of physical facilities on the basis of products whicb results in 
economy. 

(iv) It is easier to evaluate and compare the performance of various product divisions. 

(v) lt keeps problems of production isolated from those of others. 

Departmentation by products is soitable only for large scale multi-product enterprises which 
have the capacity to produce and sell on a large scale. if the market of a product line Is limited, the 

management will avoid creating a department for this product as there is duplication of efforts and 
equipment. Every product division has its own personnel to look after -the different areas of the 



division. The services of certain experts may not be used fully in some departments. The 
management should resort to this type of departmentation only when it tbinks that there will be 
proper use of personnel and various eq\)ipments in different departments. However, there will be 

problems in al.locating overhead costs which are incurred for the entire enterprise. 

Departmentation By Customer 

Departmentation by customer may be followed in enterprises engaged in providing specialized 
services to different classes of customers, Under this. customers are the guide for grouping the 
activities. The management groups the activities on this basis to cater to the requirements of 
clearly defined customer groups. For instance, a big automobile setvicing enterprise may organize 
its departments as follows: heavy vehicle servicing division, car servicing division, and scooter 
surviving division. Many educational institutions usually follow this type of departmentation. 
They offer day courses, evening courses and correspondence courses to meet the requirements 
of different types of students. Similarly, marketing organizations may be divided into wholesale, 
retail and export departments as shown in Fig. 56. 

Wholesale 
Deptr 

Marketing Manager 

Retail 
Depn 

Export 
Dept! 

Figure 56: Departmentation based on customers 

The benefits of departmentation based on customers are as follows: 

(i) Customer departmentation can focus on the special customer needs. 

(h) It focuses on the need to employ personnel with special abilities required for meeting 
different customer re(,luirements. 

(iii) It leads to greater satisfaction of customers wruch enhances the reputation of the enterprise 
among the public. 

Customer departmentation is also not free from drawbacks. For instance, it creates the difficulty 
of coordination between the departments organized on this basis and those organized on other 
bases. Greater emphasjs to the need of the customers may lead to less than optimum use of space, 
equipment and specialized personnel. 

Departmentation by Territory 

Departmentation based on territory or geographical area is often used when several Wlits of an 
enterprise are geographically dispersed in different locations. Under tbjs, all activities in a given 
area or teoitory are grouped together. The best example of such a type of departmentation is that 
of Indian Railways which is divided into Northern Railways, Western Railways, Southern Railways, 
Eastern Railways and CentraJ Railways. In business enterprises, this type of deparnnentation 
may be followed for production or/and sale. in different areas. 

Tenitorial departmentation has the following advantages: 

(i) lt helps in achieving the benefits oflocal operations. The local managers are more conversant 
with the.ir needs and those of their customers. They can adapt and respond to the local 
situation with spee-0 and accuracy. 

(ii) A marketing division ca,n meet the demands of various regions more effectively. 

(iii) There is better coordination of activities in a locality through the setting of a regional 
clivision. 

(iv) It facilitates the expansion of business in various regions. 

(v) The departments based on territories may function as autonomous units and provide better 
services to customers. 

(vi) Geographical departmentation enables a big enterprise to disperse its units physically to 
have advantages of locationa) factor like availabillJy of raw materials or labour, cheap 
transport, market and other facilities. 
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Territorial departmentation may create the problems of ~oordination among various regional 
units. Top management which is not conversant with the problems of different areas may not be 
able to exercise effective control. It will have to depute able personnel to manage various d.i~isions. 
This will increase the costs of operation. Moreover, the top management will also have some 
problems in providing economical central services to various divisions which are located at 
different places. 

Departmentation By Process or EquJpment 

. The departmentation of a manufacturing enterprise having a number of production process may 
be done on the basis of production process or equipment involved. The manpower and materials 
ate brought together in such a department in order to cany out a particular operation. For instance. 
production department of a textile mill may be divided on the basis of processes of production, 
like designing, spinning, weaving, dyeing, bleaching and calendering. A nut bolt manufacturing 
unit may group similar machines into separate workshops such as lathe machines, drilling machines 
and grinrung machines. This sub-division is also used when the cost of capital equipment is very 
high. For instance, electronic compoter is generally installed in a separate department so that its 
full use may be made by all other departments. 

ChiefExecuti ve 

General Manager (Textile). 

Spinning Weaving ! Calendering I Dyeing 

Figure 57: Departmentation based on process 

The advantages of process of departmentation are as under: 

, Packing 

(i) Process of departmentation facilitates coordination by grouping production facilities needed 
for the completion of each rustinct phase of work. 

(Ii) ft provides for effective utilization of specialized equipments and skills. 

(iii) lt putS full responsibility for the completion of each stage in the production process on the 
head of tl)e process department. 

Process departementation requires that the volume of activity must be large enough to warrant a 
separate department. There may be difficulty in the coordination of the departments based on 
different processes. A breakdown in one process department may hinder the working of all the 
other process departments which follow the former in sequential wodcflow. Moreover, inefficient 
operations in one process department may adversely affect other process departments. There is 
also a duplication of general purpose equipment in various departments. 

Choice of a Method of Departmentation 

We have ruscussed above the six methods of departmentation which are being used by different 
organizations. Whatever be the basis, the departmentalization should be directed to promote the 
attainment of overall organizational objectives. It should simplify coordination and help in achieving 
economies of specialization. It is significant to point out that in big enterprises no single basis is 
applied throughout the organization. A combination of two or three bases is used at different 
levels in the organi.za_tion. For instance, a company may adopt functional departmentatioo at the 
top, process departmentation in the production function and territorial departmentation in the 
marketing function and so on. 

The choice of basis of departmentation is affected by the following factors: 

(j) Degree of Specialization: Specialization helps in raising efficiency and thereby productivity. 
Top management must create departments on the basis of those methods which facilitate 
specialization. 

(Ii) AdequateAtt.ention to Key Area,: Divisionalisation should ensure that sufficient attention 
is given to the key areas on which the s~ival and success of the. enterprise depends. 
Separate divisions may be created for all the key areas. 



(iii) Coordination: Coordination is said to be the essence of management. The top managers 
should see that the method of departmentation chosen will ensure proper coordination not 
only in the departments but also in the entire enterprise. 

(iv) Control: The top management must be facilitated to exercise control effectively. The 
departmentation should not create problems for managerial control. For instance, as an 
enterprise expands, the functional fonn of organization becomes difficult to control and 
other patterns like product departmentation may be adopted. 

(v) Cost Considerations: The basis of department.ation chosen must be influenced by cost 
considerations. For instance, a company may not be in a position to afford departmentation 
on the basis of territory as it will involve duplication of equipment and manpower. Therefore, 
cost factor should be given proper consideration at the time of selection of basis or bases 
of departmentation. 

(vi) Human Considerations: Departmentatio~ should not only consider the technical aspect of 
the organization, but should also give due attention to the human factor. The existence of 
informal groups, cultural patterns, value systems, etc., should not be lost sight of at the 
time of grouping the personnel. 

Conclusion 

Whatever may be the basis, the department.ation should be directed to promote the attainment of 
organizational objectives economically and efficiently. Naturally, managers concerned with taking 
such decisions will consider the relative advantages and disadvantages of various types of 
departruent.ation in the light of needs of the organization. In practice, in many cases, it is not 
feasible to follow a single basis in grouping the activities throughout the organization. Most of 
the big organizations follow schemes of departmentation that are a composite of several bases as 
shown in Figure 58. Thus, there is no ideal pattern to suit all occasions and situations. Therefore. 
the management has to be very careful and use high degree of imagination at the time of choosing 
a pattern of departmentation. Once a pattern is chosen, it is very difficult and costly to switch 
over to another pattern. · 

Finance 
Director 
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Marketing 
Director 

Textiles Divisioo 

Spinning 

Marketing 
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Marketing South 

Chief Executive 

Production 
Director 
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R&D 
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Dyeing 

Human 
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Printing 

Marketing 
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Marketing Pine 
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Figure 58: Composite structure 

+-Functional 
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+-Customer 

+- Territorial 

The most commonly followed basis of departmentation at the top level of the organization is 
functional departmentation. At the intennediate and lower levels, other bases are used wherever 
further functionalisatioo is not feasible. 

Project Organization 

Project organization is oriented towards the completion of a big project or a small number of big 
projects. Under this, a team of specialists from different areas is created for each project. Such a 
team is separate from and independent of functional departments. The size of the project team 
varies from one project to another. The activities of the project team are coo~inated by the 
project manager who can obtain advice and assistance of experts both inside and outside the 
organization. 
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· I 'he project organization calls for creating a team of specialists to work on and complete a particular 
project. It has been developed to deal with situation where production and marketing strategies 
do not fit into a pure functional organization. Project organization is employed in aero-space, 
aircraft manufacture, construction and professional areas like management consultancy. In such 
cases, projects are subject to high standards of perfonnance and there is a strong emphasis on 
horiwntal relation among specialists. In industrial concerns, project teams may be strucrured to 
facilitate the designing and development of new products. 

The need for project organization is felt when an organization is to execute a project or programme 
which is subject to high standards of performance as in case of aircraft companies. Lf the project 
organization is created for one time project, it will have temporary set up and will be disbanded 
when the project is completed. Rowever, in practice, it tal<es a permanent fonn when the duration 
of the project is quite long and it may become a regular autonomous project division, functionally 
organized. 

Suitability of Project Organization 

Modem organizations use project structure under the following circumstances: 

(i) The project is a one-time assignment with well-defined specifications and the organization 
wants to continue concentration on its regular activities. 

(ii) The assigm:nent presents a u1tique or unfamiliar challenge. 

(ili) Successful completion of the project is critical fo~ the organization. 

(iv) The project must be completed within the given time limit. 

Merits of Project Organization 

(i) Project organization facilitates concentr:.i:. ,.i al1ention on the complex project. It can be 
tailored to meet the requirements of a particular project: 

(ii) Project management requires specialists in various fields. Specialists get higher satisfaction 

while working on complex projects. Thus. project organization allows maximum use of 
specialized knowledge available with the organization. 

(iii) Project organization provides flexibility in handling specfalized projects. It adopts a logical 
approach to any challenge in the form of a project with definite beginning, end and well­
defined result. 

(iv) Project organization facilitates the timely completion of a project without disturbing the 
normal activities of the organization. 

Limitations of Project Organization 

(i) The job of a Project Manager becomes very difficult because of lack of clearly defined 
responsibility, lack of clea, communication pattern and Jack of standards of performance for 
various professionals. 

(ii) Uncenainty in project structure arises because the Project Manager has to deal with 
specialists from an.umber of diverse fields. The specialists often have different appcoaches 
and interests. 

(iii) Deeislon making gets highly complicated because there are unusual pressures from 
specialists from diverse fields, The Project Managef has to devise a decision process where 
info.rmation could be monitored quickly and decisions taken quickly. 

(iv) Motivation of specialists may pose another problem for the Project Manager. Moreover, 
there may be conflicts among the specialis~s quite often because of their d ifferent 
orientations. 

Matrix Organization 

This is one of the latest types of organizational designs which bas been developed to establish 

flexible structure to achieve a series of project objectives. Matrix organization, also known as grid, 



has been designed as an answer to the growing size and complexity of undertakings which 
require an organizatiou structure more flexible and technically oriented than the traditional line 
and staff or functional structure. 

Matrix organization is created by merging the two complementary organizations - the project and 
the functional. It represents a combination of functional and departmental organization. In it, 
projects cut across the functional lines. The project teams are composed of people from the 

functional departments who are assigned to the project for a specific period or for the duration of 

the project. When their assignment is complete, they return to the functional departments to 
which they belong. 

l. Matrix organization is built around a specific project. The charge of the project is given to 
the project manager, who is given the necessary authority to complete the project in 
accordance with the time, cost, quality and other conditions communicated to him by the 
top management. 

2 The project manager draws personnel from various functionaJ departments. He assigns 
work to the various functional groups. Upon completion of the project, the functional 
groups return to their functional departments for reassignment to other projects. The project 
manager himself is also available for reassignment by the divisional manager. 

3. In matrix organization, the project and the functional managers have different roles. The 
project manager follows a general management viewpoint with regard to his project. Each 
functional manager is responsible for maintaining the integrity of his function. Project 
managers have to determine: 

(i) What efforts are required to accomplish the gjven project? 

(ii) When will it be perfonned? 

(iii) How much is budgeted? 

Functional managers determine: 

(i) Who will perform the specific tasks? 

(ii) How wµl they be accomplished? 

(ru) How well are they accomplished? 

The matrix organization structure has been illustrated in Figure 59. TheDivision Xis composed of 
two projects each with specific objectives and a period of completion. The Division has four 
functional departments: Production, Engineering, Finance and Personnel which provide functional 
support lo the projects. Each of project organization is composed of a project manager and 
functional work groups from various functional departments. The project manager achieves the 
project objectives with the help of the functional group who are assigned back to their respective 
departments when their assignment is over. 

During the continuation of lhe project, the personnel assigned to the project have two bosses­
first of the functional department and second of the concerned project. This violates the principle 
of uni ty of command whi.cb states that no person in the o rgJ...,i:iatioo should report to more than 
one boss. This may create serious problems for the organi1adon. In order to avoid problems, both 
bosses in the project should determine in advance the exact authority and responsibility each will 
have during the project's life. With such an arrangement, employees will be receiving orders 
about a specific subject only from one boss. If this is not done, it will create many human relation 
problems which are difficult to handle. Therefore, it is essential to demarcate the nature and extent 
of authority with each boss so that both the supervisors and their subordinates can operate 
smoothly. 
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Div~sion I 
I 

I I I 

I Production I I Engineering I I Finance 11 Personnel 

I Project I Prod. Engg. Fin. Pres 
Manager I - - - -group group group group 

! Project I Prod. Engg, Fin. Pres - - - -
Managerll group group group group 

Figure 59: Matrix oi.-ganization 

Suitability of Matrix Organization: Matrix organization has been developed to meet the needs of 
large organizations for a structure which is flexible and technically sound. Temporary project 
teams are deputed for the successful completion of particular projects. For instance, in an industrial 
organization, chemical, mechanical, industrial and electronic engineers may work together with 
physicists, accountants and other professionals to develop a· new product. 

Matrix organization is used in industries with highly complex products as in aerospace industry 
where project teams are created for specific spa,ce or weapon systems. It is also highly useful 
when an organization has a number of projects ranging from small to large as in case of a 
construction company. 

Project Organization vs Matrix Organization 

There is a rufference between the project organization and the matrix organization. In pure project 
organization, complete responsibj]ity for the project as well as the resources needed for its 
completion are usually assigned to one person known as Project Manager. In case of a llU'ge _ 
project, its structure resembles a regular autonomous ruvision. But in a matrix organization, the 
Project Manager has to share the resources with the rest of the enterprise. In other words, matrix 
structure requires two lines of authority to exercise shared influence over the same resources. It 
combines functional departmentation with the project Structure. The inruviduals working on a 
project under a matrix structure have a continuing duaJ assignment to the project and their parent 
(functional) department. 

Matrix organization is often desirable when an orgaruzation has variety of projects, ranging from 
small to large as in case of a construction company. But Project organization is employed by 
companies dealing with one or two big projects. A separate project team is created to handle each 
project. 

Merits of Mattix Organization 
I. It focuses attention on resources of each project separately which facilitates better planning 

and control. It also helps in completion of projects in time. 

2 It is more flexible than the traditional functional organization. l t can be applied more usefully 
to an organization involve.d in projects ranging from small. to lai:ge. It can better respond to 
the changes in technology, market conrutions, etc. It can also respond to the needs of the 
client quickly. 

3. Service of professionals are better utilized in case of matrix organization as more emphasis 
is placed on the authority of .knowledge than rank of the individuals in the organizational 
hierarchy. 

4. 

5. 

It provides motivatiQll to the personnel engaged in a project. They can utilize thei.r competence 
and make maximum contribution for the execution of the project. l t also improves 
communication and coordination by facilitating direct contact between the project manager 
and the functional groups. 

Functional departments provide the necessary personnel to each project. The personnel 
revert back to their parent department after the project is completed. This brings economy 
in the use of the specialized services of personnel from different functionaJ areas. 
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Limitations of Matrix Organization 

1. It violates the principle of unity of command as personnel receive orders from the project 
manager and the functional boss. This may give rise to jurisdictional conflicts in the 
organization. 

2 Apart from fonnal relationships, infonnal ones also operate in the matrix organization. Thus, 
organizational relationships become more complex and they c reate the problem of 
coordination. 

3. Functional groups generally visualize the significance of their respective functions. This 
may lead to conflicts between the functional groups. 

4. In matrix organization, personnel are drawn temporarily from ctifferent departments and the 
project manager does not have line authority over them. This may lead to Jack of commitment 
to project objectives on the part of personnel. Moreover, morale of the personnel may also 
below. 

5. · Matrix organization can't constitute a homogeneous and compact group. The multiplicity 
of vertical and horizontal relationships may impair organizational efficiency. The functional 
experts may try to emphasize their own specialization at the cost of the project because of 
lack of clarity of jurisdiction of the project and functional managers. 

6. Deputation of personnel from functional departments to a number of projects over a period 
of time makes it difficult for the functional heads to appraise employee performance. It is 
quite likely that job requirements in projects are different from the jobs in functional 
departments. In some cases, the personnel may find it difficult to adjust to the requirements 
of the new project. 

SUMMARY 

Information technology revolution has forced the organization to change their traditional structures 
and many organizations have actually restructured themselves and changed their management 
styles to take full advantage of the information age. At AT&T from a large number of 1300 
business tasks before tbe introduction of Information Technology applications in its Network 
Services Division with 16000 employees is now organized around 13 core business processes, 
Another example of change in the organization structure is of Eastman Kodak Company which 
has adopted 'Pizza chart' replacing the conventional organizational Structure. In the light of the 
information age, the organizations are redefining the mission, objectives, strategies, critical success 
factors (CSFs), and restructuring the traditional pyramid type organization structures to the new 
organization structures like flat, networks, orchestras, spiderwebs, starburst, pizza, etc. Managers 
must learn to be pro-active in this fast moving world of today. 

KEYWORDS 

Organization: A group of people and lhe structure of relationship. 

Organizational structure: Organizational structure denotes the aulhority and responsibility 
relationship between the various positions in the organization by showing who reports to whom. 

Aetivities Analysis: First stage in building organization Sl/.1'1'tul'e which involves ,finding out 
what activities are needed to attain the objectives. 

Decision Analysis: What decisions are needed to obtain the performance necessary to attain 
objectives. 

Relation Analysis: With whom will a manager in-charge of an activity have to work. 

Division of work: The entire work in the organization should be divided into various parts so that 
every individual is confined to the performance of single job. 

Chain of command: Line of authority (UJUlUlg from the top to the bottom of the organization. 
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Unity of Command: Every one in the organization should report to one supervisor. 

Span of supervision: The number of persons a manager or a supervisor can direct. 

Span of management: Also known as 'span of control' . 'span of supervision· and 'span of 
authority'. It represents a numerical limit of subordinates to be supervised and controlled by a 
manager. 

Graicunas' Theory: Graicunas proved mathematically that a number of direct group and cross 
relationships exist between a manager and his subordinates. 

Authority: Authority is.the right to orderor command and is delegated from the supervisor to the 
subordinate to discharge his respolilsibilities. 

Responsibility: Means the work or duties assigned to a person by virtue of his position in the 
organization. 

Accountability: It is the obligation to carry out responsibill~ and exercise authority in tenns of 
perfonnance standards. 

Committee: A committee is a group of units engaged to solve certain problems. 

Departmentatioo: Departmentation leads to grouping of both functions and personnel who are 
assigned to carry out allocated functions. 

Project Organization: Project organization is oriented towards the completion of a big project or 
a small number of big projects. 

Matrix Organization: lt js a combination of functional and departmental organization. 

REVIEW QUESTIONS 

I. "Sound organization structure is an essential prerequisite of effective management''. 
Comment 

2. ''.Organization is an important tool to achieve enterprise objectives". Explain this statement. 

3. Explain the concept and nature of organization. Narrate, in brief, the steps in organizing. 

4. Explain the concept of span of control. What factors influence the span of control in an 
organization? 

5. What is meant by organizing? Explain the pri.nciples of organizing. 

6. "Sound organization structure is an essential prerequisite of efficient management". Discuss 
the above statement and point out the various principles while establishing and developing 
organization structure. 

7. Discuss the basic considerations to be kept in view while designing an organization structure. 
State the usefulness of organization charts jn this context. 

8. "Organization charts provide a broad picture of positions of authority and·lheir relationships 
in the organization structure". Discuss atid point out the important limitations of organization 
charts. -

9. What do you understand by an organization manual? Discuss the contents it should 
contain. 

10. (a) Define and distinguish between line, staff and functional relationships. 

(b) Write an explanatory note on tine and staff conflict. 

11. "Staff is supposed to be subsidiary to line, but in reality staff is more influential and 
powerful than line". Do you agree? Give reas~ns in support of your answer. 

12. "'The line manager's orientations differ considerably from those of expert staff advisers". 
Why? Suggest measures to resolve the conAicts between line and staff. 

13. The chief executive of a large manufacturing enterprise is upset over frequent clashes and 
continuing conflicts between the production department and the personnel deparoneot. 

http:Behavi.or


The enterprise is organized on line and staff pattern. What can be the possible causes of 
this conflict and whut steps can be taken to reduce and overcome it? 

14. Why are co~ttees widely used in business management? What limiting factors make 
them expensive and ineffective? Give suggestions for better use of committees. 

15. "A committee as a tool of management is excellent but only a few managers know how to 
use it". Comment. 

16. Define departmentation. What are the basic factors to be considered while creating 
departments? 

17. Suggest a scheme of departmentation for a large business enterprise with a field network of 
sales all over the country. Discuss its merits and demerits. 

18. Rahul Steel and General Industries Ltd has decided to diversify its activities and undertake 
production of automobiles. The Chief Executive seeks your advice on whet.her to group the 
activities by product or by function. What advice would you tender and why? 

19. "Project organization is not a panacea for overcoming all fwictiooal organization weaknesses. 
But it can be a great asset to those companies which possess the acwneo to exploit its 
strengths". Indicate the various strengths of a project orgmtiUUJon and suggest whether it 
should complement or supplement or replace the functional organization. 

20. Explain the concept of Matrix Organization. How does it differ from Project Organizatjon? 
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CHAPTER 

18 
WORKSTRESSANDSTRESSMANAGEMENT 

L E AR N I NG OBJ ECTIVES 

After studying this chapter, you should be able to: 

• Define the tenn stress. 

• Describe Matteson and lvacevich's model of occupational stress. 

• Discus:: tour reasons why it is important for managers to understand the causes and 
consequences of stress. 

• Explain bow $tl'eSsful life events create stress. 

• Review the model of burnout and highlight the managerial solutions to reduce it. 

• Expiain the mechanisms of social support. 

• Describe the coping process. 

• Discuss the type and behaviour pattern and its management implications. 

• Contrast the four dominant stress reduction techniques. 

INTRODUCTION 

Life in the l990s can be hectic and stressful. As students you must ~ope with tests, projects, and 
increased competition in landing goods jobs after graduation. Married couples must wrestJe with 
the demands of managing careers and a famHy. Single parents encounter similar pressures. 
Occupational stress is also on the rise. 

Due to increased competition, employees are being asked to deliver a better quality and a greater 
quantity of work in less time and with fewer resources. This is particularly true for survivors of 
layoffs. Approximately 75 per cent of all Fortune 500 corporations have been affected by layoffs. 

FOUNDATIONS OF STRESS 

We all experience stress on a daily basis. Although stress is caused by many factors, researchers 
conclude that stress triggers one of two basic reactions: active fighting or passive flight (running 
away or acceptance), the so-called fight-or-flight .response. Physiologically, this stress response is a 
biochemical "passing gear" involving hormonal changes that mobilize the body for extraordinary 
demands. Imagine how our prehistoric ancestors responded to the stress associated with a charging 
saber-toothed tiger. To avoid being eaten, they could stand their ground and fight their beast or run 
away. In either case, their bodies would bave been energized by an identical honnonal change, 
involving the release of adrenaline into the bloodstream. 

lo today's hectic urbanized and industrialized society, charging beasts have been replaced by 
problems such as deadlines, role conflict and ambiguity, financial responsibilities, traffic congestion, 
noise and air pollution, family problems, and work overload. As with our ancestors. our response 
to stress may or may not trigger negative side effects, including headaches, ulcers, insomnia, 
heart attacks, high blood pressure, and strokes. The same stress response that helped our prehistoric 
ancestors survive has. too often, become a factor that seriously impairs out daily lives. 

Since stress and its consequences are manageable, it is important for managers to learn as much 
as they can about occupational stress. This section provides a conceptual foundation by defining 
stress, presenting a model of occupational stress, and highlighting related organizational costs. 



DEFINING STRESS 

To an orchestra violinist, stress may stem from giving a solo performance before a big audience; 
while heat, smoke, and flames may represent stress to a firefighter; <ielivering a speech or presenting 
a lecture may be stressful for those who are shy. In short, stress means different things to 
different people. Managers need a working defuution. 

Fonnally defmed, stress is ·"an adaptive response, mediated by individual charact.eristics and/or 
psychological processes, that is a consequence of any external action, situation, or event that 
places special physical and/or psychological demands upon a person." This definition is not as 
difficult as it seems when we reduce it to three interrelated dimensions of stress: ( 1) environmental 
demands, referred to as stressors, that produce, (2) an adaptive response that is influenced by, (3) 
individual differences. 

Hans Selye, considered the father of the modern concept of stress, pioneered the distinction 
between stressors and the stress response. Moreover, Selye emphasized that both positive and 
negative events can trigger and identical stress response that can be beneficial or harmful. He 
also noted that 

• Stress is not merely nervous tension. 

• Stress can have positive consequences. 

• Stress is not something to be avoided. 

• The complete absence of stress is death. 

These points make it clear that stress i.s inevitable. Efforts need to be directed at managing stress, 
not at somehow escaping it altogether. 

A MODEL OF OCCUPATIONAL STRESS 

OB researchers Michael Matteson and John Ivancevich developed an instructive model of 
occupational stress. As illustrated in Fig. 60, stressors lead to stress, which in turn produces a 
variety of outcomes. The model also specifies several individual differences that moderate the 
stressor-stress-outcome relationship. A moderator is a variable that causes the relationship 
between two variables--such as stress and outcome~to be stronger for some people and 
weaker for others. 

For example, a recent field study of 102 clinical staff in a hospital revealed that employees with 
high organizational commitment reported less stress and job displeasure than did people with low 
organizational commitment. Organizational commitment moderated the effects of stress. Let us 
consider the major components of this stress model. 

STRESSORS: ENVIRONMENTAL FACTORS THAT 
PRODUCE STRESS 

Stressors are environmental factors lhat produce stress. stated differently. Stressors are a 
prerequisite to ex.perienciog the stress response. Fig. 60 shows th.e four major types of stressors: 
individual, group, organizational, and extra-organizational, Individual-level stresso!"S _ are those 
directly assoeiated with a person's job duties. For example, emergency room nurses experience 
stress uniquely associated with treating patients who are. high on drugs and alcohol. The most 
common examples of stressors are role overload, role conflict, and role ambiguity: these role 
characteristics create stress because they make people feel both overworked and uncertain about 
what they should be doing. Managers can reduce these stressors by providing direction and 
support for their employees. 

Group~Jevel stressors are caused by group dynamics and managerial behaviour. Managers create 
stress for employees by (I) exhibiting inconsistent behaviours, (2) failing to provide support, 
(3) showing Jack of concern, (4) providing inadequate direction. (5) creating a .high productivity 
environment, and (6) focusing on negatives while ignoring good perfonnance. 

Organizational stressors affect large numbers of employees. Organizational climate or culture is a 
prime example. For instance, a high-pressure envifonment that places chronic work demands on 
employees fuels the stress response. ln contrast, research provides preliminary support for the idea 
that participative management can reduce organizational stress. Finally, the office design and general 
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office environment are important organizational-level stressors. Research demonstrates that poor 
lighting, loud noise, improper placement of furniture, and a dirty or smelly environment create stress. 
Manag.ers are advised to monitor and eliminate these stressors. 

Extra-organizational stressors are those caused by factors outside the organization. For instance, 
conflicts associated with balancing one's career and family life are stressful; so is an individual's 
socio-economic starus. Stress is higber for people with lower socio-economic status, which 
represents a combination of (l) economic status, as measured by income, (2) social status, assessed 
by educational level, and (3) work starus, as indexed by occupation. These stressors are likely to 
become more important in the future. 

I Slressorsl Outcomej 
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Outcomes: Theorists contend that stress has be:~~~ cognitive, and physiological consequences, 
or outcomes. For example, the International OB describes the manifestation of these stress outcomes 
in Saddam Hussein, President of Iraq, just prior to the war with the United Nations coalition forces in 
1991. A large body of research supports the conclusion that stress produces harmful physiological 
outcomes. But researchers have only begun to examine the relationship between stress and work­
related behavioural and cognitive outcomes. These studies .indicate a negative relationship between 
stress and turoover, job satisfaction, and performance. 
Individual Differences: People do.not experience the same level of stress or e.xhibit similar outcomes 
for a given types of stressor. As discussed later, stressors are less apt to produce stress for 
people with a strong social support oetwork and those who employ a variety of coping strategies, 
Perception of a stressor is another important moderator: if a stressor is perceived as threatening, 
an individual tends to experience greater stress and more negative outcomes. A recent study of 
90 married couples further showed that men and women experienced different levels of stress 
when they argued. Women bad higher stress than men when the interaction was nasty. 

Finally, the pefsonality trait of cbroruc hostHity or cynicism also moderated stress. Research 
demonstrated tbat people who were cbronically angry, suspicious, or mistrustful we.re twice as 
likely to have coronary artery blockages. 

In summary, even though researchers have been able to identify seve.ral important moderators. a 
large gap still ex.ists in identifying. 

Mr. Prakash Singh. 26 years old after passing "MBA from one of tbe Top B-schools was 
working in a private Bank as an assist.ant Manager for the last 3 years. There is tough 
competiJion in his organization. He bas to travel a lot, many deadlines to meet; when he 
comes back he is totally exhausted and emotionally drained. He hardly interacts with the 
family members, fights with everyone at the slightest provocation. His boss criticizes his 
work and is not supportive. However, he finds his work interesting and challenging, but the 
work pressure and boss attitude are almost too much for him. He goes home feeling very 
tired and suffers from recurriog tension headaches. 



Question for Discussion: 

I. What are the problems that Mr. Prakash is facing? 

2. What are the causal factors of this problem? 

3. What are the outcome in terms of physicaJ heaJth and psychological symptoms . 

4. How will he cope successfully this situation? 

ECONOMIC COSTS AND LEGAL LIABILITIES OF 
STRESS 

Managers need to understand the causes and co~sequences of stress for at least four compelting 
reasons. First, from a quality-of-work Life perspective, workers are more satisfied when they have 
a safe and comfortable work environment. Second, a moral imperative suggests that managers 
should reduce occupational stress because it laads to negative outcomes. For example, mental 
health experts estimate that 10 per cent of the workforce suffers from depression or high level of 
stress that may ultimate,Jy affect job performance. A third reason centers on the staggering 
economic costs of stress. Experts estimate that stress-related illnesses cost American business 
approximately $68 billion a year. The fourth reason revolves around recent court cases where 
employees sued their employers for workers' compensation for stre.ss-related problems. 

In summary, managers cannot afford to ignore the many implications of occupaliooal stress. 

IMPORTANT STRESSORS AND STRESS OUTCOMES 

As we bave seen, stressors trigger stress, which in tum leads to a variety of outcomes. This 
section explores ao important category of extra-organizational sttessors: stressful Ufe events. 
Burnout, another especially troublesome stress-related outcome, is also examined. 

Stressful Life Events 

Events such as experiencing the death of a family member. being assaulted, moving, ending an 
intimate relationship, heing seriously ill, or talcing a big test can create stress. These events are 
stressful because they involve significant changes that requi.re adaptation and often social 
readjustment. Accordingly, stressful life events are defined as non-work-related changes that 
disrupt an individual's lifestyle and social relationships. They have been the most extensively 
investigated extra-organizational stressors. 

Thomas Holmes and Richard Rahe conducted pioneering research on the relationship between 
stressful life events and subsequent illness. During their research they developed a widely used 
questionnaire to assess life stress. 

OB EXERCISE 

The Holmes and Rahe Schedule of Recent Experiences Survey 

Instructions 

Place a check mark next to each event you experienced within the past year. Than add the life 
change units associated with the various events to derive your total life stress score. 

Life Events 

_ ___ Death of spouse 

____ Divorce 

.----Marital separation from mate 

_ ___ Detention in jail or other institution 

____ Death of a close family member 

Life Change 
Unit 

100 

73 

6.5 

63 

63 
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_ ___ Major personal injury 

___ Marriage 

_ ___ Being fired at work 

_ ___ Marital reconciliation with mate 

_ ___ Retirement from work 

_ ___ Major change in the health or behaviour of a family member 

_ ___ Pregnancy 

_ ___ Sexual difficulties 

____ Gaining a new family member (e.g., through 
birth, adoption, oldster moving in) 

_ ___ Major business readjustment 
(e.g., merger, reorganization, bankruptcy) 

____ Major change in financial state (e.g., a lot 
worse off or a lot better off than usual) 

_ ___ Death. of a close friend 

_ ___ Changing to a different line of work 

_ ___ Major change in the number of arguments with spouse 
(e.g., either a lot more or a lot less than usual regarding 
childbearing, personal habits) 

_ ___ Taking out a mortgage or loan for a major 
purchase (e.g., for a home, business) 

_ ___ Foreclosure on a mortgage or loan 

____ Major change in responsibilities at work 
(e.g .• promotion, demotion, lateral transfer) 29 

____ Son or daughter leaving home (e.g .• marriage, attending college) 

____ Trouble with in-laws 

_ ___ Outstanding personal achievement 

_ ___ Wife beginning or ceasjog work outside the home 

_ ___ BeginniJ1g or ceasing formal schooling 

____ Major change in living conditions (e.g., building a new home, 
remodeling, deterioration of home or neighborhood) 

_ ___ Revision of personal habits (dress, manners, association) 

_ ___ Troubles with the boss 

_ ___ Major change in working hours or conditions 

____ Change in residence 

____ Major change in usual type-and/or amount of recreation 

_ _ __ Major change in church activities 
(e.g., a Jot more ora lot Jess than usual) 

___ _ Major change in social activities 
(e.g., clubs, dancing, movies, visiting) 

_ ___ Taldng out a mortgage or loan for a lesser purchase 
(e.g .• fora car, TV,freezer) 

_ ___ Major change in sJeeping habits (a Jot more or a lot less sleep, or 
change in part of day when asleep) 

_ ___ Major change in number of family get-togethers 
(e.g., a lot more or a lot less than usual) 

53 

:Al 

tf7 

45 

45 

44 

40 

~ 

38 

TI 

36 

35 

31 

30 

29 

29 

28 

'.26 

'.26 

25 

24 

23 

'J) 

'J) 

19 

19 

18 

17 

1.6 

16 

15 



____ Major change in eating habits (a Jot more or a lot less food intake, 
or very different meal hours or surroundings) 

_ ___ Vacation 

____ Christmas 

____ Minor violations of the law (e.g., traffic tickets, 
jaywalking, disturbing the peace) 

Total Score = 

15 

13 

12 

II 

As.sessing StresmJJ Life Events: The Schedule ofRecent Experiences (SRE), Developed by Holmes 
and Rahe, is the dominant method for assessing an individual's cumulative stressful life evens. As 
shown in the OB Exercise, the SRE consists of 43 life events. Each event has a corresponding value, 
called a life change unit, representing the degree of social readjustment necessary to cope with the 
event. The larger the value, the more stressful the event. Those values were obtained from a 
convenience sample of 394 people who evaluated the stressfulness of each event. (Please take a 
moment to complete the SRE survey and calculate your tot.al life stress score.) 

Research revealed a positive relationship between the total score oo the SR,E aod subsequent 
illness. For example, the odds are you will experience good health next year if you scored below 150, 
but there is a 50 per cent chance of illness for those scoring between 150 and 300. Finally, a score 
above 300 suggesrs a 70 per c.ent chance of illness. A word of caution is in orde(, however. [f you 
scored above 150, don't head for a sterile cocoon. A high scores on the SRE does not guarantee that 
you will become ill. Rather, a high score simply increases one's statistical risk of illness. 

Research and Practical Implications 

Numerous studies have examined the relationship between life stress and both illness and job 
,performance. Subjects with higher SRE scores had significantly more problems with chronic 
headaches, sudden cardiac death, pregnancy and birth complications, tuberculosis, diabetes, 
anxiety, depression, and a host of minor physical ailments. Meanwhile, academic and work 
performance declined as SRE score increased. Negative (as opposed to positive) personal life 
changes were associated with greater susceptibility to colds and job stress and lower levels of 
job satisfaction and ocganizatiooal commitment. Finally, life events that were uncontroJlable ( e.g., 
death of spouse}, rather than controllable (such as marriage), were more strongly associated with 
subsequent illness and depression. 

The key implication is that employee illness and job performance are.affected by extra-organizational· 
stressors, particularly those that are negative and uncont;rOJlable. Because employees ~ not leave 
their personal problems at the office door or factory gate, manage.ment needs to be aware of external 
sources of employee stress. Once identified. training programs or counseling can be used to help 
employees cope with these stresses. This may not only reduce costs associated with illnesses and 
absenteeism, but may also lead to positive work artitudes and better job performance. In addition, 
by acknowledging that work outcomes are affected by extra-organizational stressors, managers 
may avoid the trap of automatically attributing poor performance to low motivation or lack of ability. 
Such awareness is likely to engender positive reactions from employees and lead to resolution of 
problems, not just symptoms. For individuals with a high score on the SRE, it would be best to defer 
controllable stressors, such as moving or buying a new car until things settle down. 

Measuring organizational streSs 

Rate the following statements as always, sometimes and never. 

Always Sometimes Never. 

L My work is very heavy. 

2 I am not clear of my responsibility. 

3. 

4. 

5. 

I do not gef the infonnation to carry out work. 

My boss interfere my life. 

My colleagues are not supportive. Contd ... 
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6. 

7. 

I am not leaming any new in this job. 

I could not sleep well due to time limit. 

·8. 1 could not attend any family function. 

9. I do not have the required skills. 

10. I am not given proper t:ntiniog. 

Scoring: ~core always= 3 ; sometimes=2 and never-I 

Total the score And find out the percentage 

Of always%;:;:: Sometime%= Never%;:;: 

Higher % indicates pressure of stress. 

BURNOUT 

Burnout is a stress-induced problem common among members of " helping professions such as 
teaching, social work. employee relations, nursing and low enforcement. It does not involve a 
specific feeling, attitude, or physiological outcome anchored to a specific point in time. Rather 
burnout is a condition I.bat occurs over time and .is characterized by emoti?nal exhaustion and a 
combination of negative attitudes. Table 29 describes IO attitudinal characteristics of burnout. 
Ex pens say a substantial number of people suffe,r from this problem. For example, a recent national 
study of 3,718 Americans indicated that 59 per cent were burned out. This result implies that 
Burnout is not limited to people working in the helping professions. To promote better 
understanding of this imponant stress outcome, we tum our attention to a model of the Burnout 
process and highlight relevant research and techniques for its prevention. 

Table 29: Attitudinal Characteristics of Burnout 

Attitude Description 

Fatalism A feeling that you lack cootrol over your work. 

Boredom A lack of interest in doing your job. 

Discontent A sense of being unhappy wlth your job. . 
Cynicism A tendency to undervalue the content of your Job and the rewards received. 

Inadequacy A feeling of not being able to meet your objectives. 

Failure A tendency to discredit your perfo~mance and conclude that you are ineffective. 

Overwork A feeling of having too much 10 do aad not enough time 10 complete .it. 

Nastiness A tendency to be rude or unpleasant LO your co-workers. 

Dissatjsfactfon A feeling that you are not being justly rewarded for your efforts. 

Escape A desire to give up and get away from it all. 

-

A Model of Burnout 

A model of Burnout is presented in F ig. 61. The fundamental premise underlying the model is that 
Burnout develops in phases. The three key phases are emotional exhaustion, depersonalization, 
and feeling a, lack ofper:sonal accompljshment. As shown in Fig. 61, emotional exhaustion is due 
to a combination of personal stressors, and job and organizational stresso.rs. People who expect 
a lot from themselves and the organizations in which they work tend to create more intemal stress 
which, 1n turn, leads to emotional exhaustion. Similarly, emotional exhaustion is fueled by having 
too much work to do, by role conflict, and by the type of interpersonal interactions encountered 
at work. Frequent. intense face-to-face interactions that are emotionally charged are associated 
with higher levels of emotional eX,haustion. Over time, emotional exhaustion leads to 
depersonalization, which is a state of psychologically withdrawing from one's job. This u1timate ly 
results in a feelings of being unappreciated, ineffective, or inadequate. The additive effect of 
these three phases is a host of n_egative attitudinal and behavioural outcomes. 

Research Findings and Prevention: Burnout develops in phases. It is also significantly associated 
with personal stressors. job and organizational stessors, a lack of feedback., low job satisfaction, 
twnover, absenteeism, impairment of interpersonal relationships with family and friends, insomnia 



and quality and quantity .of perfon:nance. This research underscores the organizational need to 
reduce the stress-induced problem of Bwnout. 

Personal Stressors 
• High achievement 

expectation$ 
• High organizational 

expectations 
• Level of job 

involvement 

Emotional E:lhaus1ioo 

Depersonalization 

Feeling a Lack 
of Persona] 

Accomplishment 

Job and Organizational 
• Role overload 
• Role co.nflic1 
• Duration, frequency. and 

intensity of interpersonal 
interactions 

Attitudial and 8eh11vlor11l 
• Negative attitudes 
• Fatigue 
• Frustration 
• Helplessness 
• Withdrawal from friends 

and socializing 

Figure 61: A Model of Burnout 

Removing personal stressors and job and organizati.onal stressors is the most straightforward 
way to prevent Burnout. Manage.rs also can reduce Burnout by buffering its effects. Buffers are 
resources or administrative changes that alleviate the symptoms of Burnout. Potential buffers 
include extra staff or equipment at peak work periods, support from top management, increased 
freedom to make decisions, recognition for accomplishments, time off for personal development 
or rest, and equitable rewards. Decreasing the qua ntity and increasing the quality of 
communications is another possible buffer. Finally, managers can change the content of an 
individual's job by adding or eliminating responsibilities, increasing the amount of participation 
in decision-making, altering the pattern of inteq>ersonal contacts, or assigning the person to a 
new position. 

There are also tWo long-term strategies for reducing Burnout that are Increasingly being used by 
companies. Apple Computer, American Express, IBM, McDonald's Corporation, and Intel, for 
instance, use sabbaticals to replenish employees' energy and desire for work. These programs 
allow employees to take a designated amount of time off from work after being emploY.ed a certain 
numberof years. McDonald's grants paid sabbaticals after 10 years of employment; for Intel, it is 
eight weeks off with pay after seven years for every full-time e!Ilployee. An employee retreat is the 
second long-term strategy. Retreats entail sending employees to an outside location for 3 to 5 
days. While there, everyone can relax, reflect, or engage in team and relationship building activities. 
Hallmark Cards uses retreats to .help in the fight against Burnout. 

Below are given some statement related to the three-dimensions of Burnout (Maslach Burnout 
Inventory). Refer to your text on Burnout and answer. 

For each statement you have to identify the three dimension (Emotional Exhaustion; 
Depersonalization and Personal accomplishment). 

I. I feel emotionally drained from my work. 

2 I feel used up at the end of the workday. 

3. I feel fatigued when I get qp in the morning and bave to face another day on the job. 

4. 

5. 
6. 

I can easily understand how people I work with feel about things. 

I feel I treat some people in an impersonal manner. 

Working with people all day is a strain for me. Contd ... 
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7. 

8. 

9. 

I deal very effectively with problems people bring me at work. 

I feel burned-out from my work. 

I feel I am making a difference in other people's lives through my work. 

10, I've become more callous toward people since I took this job. 

11. I worry that this job is hardening me emotionally. 

12. I feel very energetic. 

13. I feel frustrated by my job. 

14. I feel fm working too hard on my job. 

15. I don't really care what happens to some people I encounter at work. 

16. Working with people directly puts too much stress on me. 

17. I can easily create a relaxed atmosphere with people at work. 

18. I feel exhilarated.after working with people closely on my job. 

19. I have accomplished many worthwhile things in this job. 

'20. I feel like I'm at the end of my rope. 

21. In my work, I deal with emotion~ problems very calmly. 

Stress Moderators 

Moderators, once again, are variables that cause the relationships between stressors, stress, and 
outcomes to be weaker for some people and stronger for others. Managers with a working 
knowledge ofimportant stress moderators can confinn employee stress in the following ways; 

l Awareness of modera~ors helps identify those most likely to experience stress and Its 
negative outcomes. Stress reduction prog; .ns then can be formulated for high-risk 
employees. 

2 Moderators, in and of themselves, suggest possible solutions for reducing negative 
outpomes of occupational stress. 

Keeping Otese objectives in mind, we will examine four important moderators: social support, 
coping, hardiness, and Type A behaviour. 

Social Support 
Talking with a friend or going to see a movie can be comforting during times of fear, stress, or 
loneliness. For a variety of reasons, meaningful social relationships help people do a better job of 
handling stress. Social support is the amount of perceived helpfulness derived from social 
relationships. Importantly, social support is determined by both the quantity and quality of an 
individual's social relationships. Fig. 62 illustrates the mechanism of social support. 

A model of Social Support: As Fig. 62 shows, one's supportnetwork must be perceived before it 
can be used. Support networks evolve from foe sources: cultural nonns, social instirutions, 
companies, groups, or individuals. For example, there is more cultural emphasis on caring for the 
elderly in Japan than in America. Japanese culture is thus a storage source of social support for 
older Japanese people. Alternatively, individuals may fall back on sociaJ institutions such as 
Social Security or the American Red Cross, religious groups, or family and friends for support. In 
tum, these various sources provide four t}lpeS of support: 

• Esteem support: Providing infonnation that a person is accepted and respected despite any 
problems or inadequacies. 

• lnformational support: Providing heJp in defining, understanding, and coping with problems. 

• Social companionship: Spending time with others in leisure and recreational activities. 

• Instrumental support. Providing financial aid, materiaJ resources, or needed services. 

If social support is perceived as available, and indivjdual then decides whether or not use it. 
Generally, support is used for one or both of two purposes: Global and functional the first purpose 
is very broad in scope. Global sociaJ support, encompassing the total amount of support available 
from the four sources, is applicable to any situation at any time. The narrower functional social 
support buffers the effect of stressors or stress in specific situations. When relied on in the 
wrong situation, functional social support is not very helpful. For example, if you lost your job, 
unemployment compensation (insttumental support) would be a bener buffer than sympathy 



from a bartender. On the othef hand, social companionship would be more helpful than instrumental 
support in coping with loneliness. After social support is engaged for one or both of these 
purposes, its effectiveness can be determined. If consolation or relief is not experienced, it may be 
that the type of support was inappropriate. The feedback loop in Fig. 62, from effect of social 
support back lo perceived availability, reflects the need to fall back on other sources of support 
when necessary. 

Potential 
Stressful Bveots 

Pucdved AnOabWty of 
Support Raources 
• Cultural 
• Social 

Support Perceived ,., · · · · · · • Companies 

..... . .. .. . .. ... ... . . . . . . . . . . . 
but not used 

• Groups 
• Individuals 

Purpo,e or Suppo.rt 
• Global 
• Functional 

Engage Support 

Effect of Social Support 
on Reducing Scress 

and Strc.'IS Outcomes 

Support 
Perceived 

Figure 62: A Flow Model of the Mechanism of Socia] Support 

RESEARCH FINDINGS AND MANAGERIAL LESSONS 

Research shows that global social support is negatively related to mortality. In other words. people 
with low social support tend to die earlier than those with. strong social support networks. Further, 
global support protects against depression, mental illness, pregnancy complications, auxiety, high 
blood pressure, and a variety of other ailments. In contrast, negative social support, whicll amounts 
to someone undennining another ~on, negatively affects one's mental health. We would all be 
well advised to avoid people who try to undermine us. Moreover, there is no clear pattern of results 
regarding the buffering effects of both global and functional social support. It appears that social 
support does buffer against stress, but we do not know precisely when or why. Additional research 
is needed to figure out this inconsistency. Finally, as suggested in Fig. 62, global social support is 
positively related to the availability of support resources; that is, people who interact with a greater 
number of friends, family, or co-workers have a wider base of social support to draw upon during 
stressful periods. 

One practical recommendation is to keep employees informed about external and internal social 
suppoct systems, Internally, man.agers can use esteem and informational support while 
administering daily feedback and coaching. Further, participative management programs and 
company-sponsored activities that make employees feel they are an important part of an "extended 
f~ly'' can be rich sources of social support. Employees need time and energy to adequately 
maintain their social relationships and support networks will suffer, resulting in stress-related 
illness decreased perfonnance. Also, the positive effetts of social support are· enhanced when 
functional support is targeted precisely. 

COPING 

Coping is "the process of lllBDaging demands (external or internal) that are appraised as taxing or 
exceeding the resources of the person". Because effective coping b.elps reduce the impact of 
stressors and stress, your personal life and managerial skills can be enhanced by a better 
understanding this process. Fig. 63 depicts an instructive model of coping. 

The coping process has three major components: ( I) situational and personal factors, (2) cognitive 
appraisals of the stressor, and (3) coping strategies. 
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Situational and Personal Factors: Situational factors are environmental characteristics that affect 
how people interpret (appraise) stressors. For example, the ambiguity of the situation-such as 
walking down a dark street at night in an unfanutiar area- makes i t difficult to determine whether 
a potential ly dangerous situation exists. Ambiguity creates differences in how people appraise, 
and subsequently cope with stressors. Other situational factors are the frequency of exposure to 
a stressors and social support networks. 

Personal factors are personality traits and personal resources that affect the appraisal of stressors. For 
instance, because being tired or sick can distort the interpretation of slressors, an extremely tired 
individual may appraise an innocent question as a threat or a challenge. Traits such as locus of control, 
self-esteem, self-efficacy and work experience were also found to affect the appraisal of stressors. 

COGNITIVE APPRAISAL OF STRESSORS 

Cognitive appraisal reflects an individual's overall evaluation of a situation or stressor. Appraisal 
is an imponant component within the stress process because people appraise the same stressors 
differently. For example, some individuals perceive unemployment as a positive, liberating 
experience, whereas other perceive it as a negative, debilitating one. 

Cognitive appraisal results in a categorization of the situation or stressor as either harmful, 
threatening, or challenging. It is important to understand the differences among these appraisals, 
because they influence how people cope. 

COPING STRATEGIES 

Coping stra.tegies are characterized by the specific bP.haviours and cognition used to cope with a 
situation. People use a combination of three apf-H.luvhes to cope with stressors and stress (see 
Fig . 63). The ftrst called a control strategy, consists of using behaviours and cognition to directly 
anticipate or solve problems. A control strategy has a take-charge tone. 

Situational 
Factors 

Personal 
Factors 

Cognitive 
Appraisal of 

Stressor 

Harmful? 
Threatening? 
Challenging? 

Coping 
Strategies 

Figur:e 63: A Mod.el of the Coping Process 

Control 
Escape 

Symptom 
Management 

In contrast to tackling the p roblem head-on, an escape strategy, amounts to running away: 
behaviours and cognition are used to avoid or escape siruations. Individuals use this strategy 
when they passively aspect stressful situations or avoid them by failing to confront the cause of 
stress (an obnoxious co-worker, for instance). Finally, a symptom management strategy consists 
of using methods such as relaxation, meditation. or medication to manage the symptoms of 

occupational stress. 

RESEARCH FINDINGS AND MANAGERIAL 
RECOMMENDATIONS 

As suggested by the model in Fig. 63 an individual' s appraisal of a stressor correlates with the 
choice of a coping strategy. In further support of the coping model, personal factors, appraisal, 



and coping all significantly predicted psychological symptoms of stress. Nonetheless, research 
has not clearly id.:nli fied which type of coping strategy--cont.rol, escape, or symptom 
management- is most t-ffective. It appears that the best coping strategy depends on the situation 
at .hand. Escaping stress-by going on vacation, for example-is sometimes better than confronting 
a stressor with a control-oriented coping strategy. Researchers are currently trying to determ.ine 
these contingency relationships. 

The preceding results suggest that employees should be taught a contingency approach to· 
coping with organizational stressors. This might begin by helping employees identify those 
stressors that they perceive as hannful or threatening. Training or managerial support can then be 
used to help employees manage and possibly eliminate the most serious stressors. The final 
section of this chapter describes specific techniques for that purpose. 

HARDINESS 

Suzanne Kobasa, a behavioural scientist, identified a collection of personality characteristics that 
neutralize occupational stress. This collection of characteristics, referred to as hardiness, involves 
the ability to perceptually o.r behaviouraJly t:ransfonn negative stressors into positive challenges. 
Hardiness embraces the personality dimension of commitment, locus of control, and challenge. 

Personality Characteristics of Hardiness 

Commitment reflects the extent to which an individual is involved in whatever heor she is doing. 
Committed people have a sense of purpose and do not give up under pressure because they tend 
to invest themselves in the situation. 

Individuals with an internal locus of control believe they can influence tbe events that affect their 
lives. People possessing this trait are more likely to foresee stressful events, thereby producing 
their exposure to anxiety reducing situations. Moreovec, their perception of being in control leads 
"internals" to use proactive coping strategies. 

Challenge is represented by the belief that change is a nonnal part of life. Hence, change is seen 
as an opportunity for growth and development rather than a threat to security. 

Har~iness Research and Application 

A five-year study of 259 managers from a public utility revealed that hardines~ommitment,_ 
locus of control and challenge--,educed the probability of illness foJlowing exposure to stress. 
Hardy undergraduate students were similarly found to display lower psychological distress and 
heart rate in response to a threatening task than their less hardy counterparts. Hardy students 
were also more likely to interpret stressors as positive and controllable, supporting the idea that 
hardy individuals perceive situations in less stressful ways. Finally, a study of 73 pregnant 
women further revealed that hardy women had fewer problems during labor and more positive 
perceptions about their infants than. unbardy women. 

One practical offshoot of this research is: organizational :raining and development programs that 
strengthen the characteristics of commitment, personal control, and challenge. Because of cost 
limitations, it is necessary to target key employees or those most susceptible to stress (e.g., air 
traffic controllers). The hardiness concept also meshes rucel ' with job design. Jobs can be 
redesigned to take fuU~advantage of hardiness characteri,.tk, A final application of the hardiness 
concept is as a diagnostic tool: employees scoring low on hardiness would be good candidates 
for stress-reduction programs. 

TYPE A AND TYPE B PERSONALITY 

One dimension of personality which is getting attention both from organizational as well as 
medical researchers is the Type A and Type B behaviour profiles, A ,; 'lrson exhibiting Type A 
behaviour is generally restless, impatient with a desire for quick achieuP;ne11t and perfectionism. 
Type B is much more easy going, relaxed about time pressure, Jes:> competitive, and more 
philosophical in nature. Some of the characteristics of Type-A personaiitj are given below: 
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• Is restless, so that he always moves, walks, and eats rapidly . 

• Is impatient with the pace of things, dislikes waiting, and is impatient with those who are 
not impatient. 

• Does several thin_gs at once. 

• Tries to schedule more and more in less and less time, irrespective of whether everytrung is 
done or not. 

• Usually does not complete one thing before starting on another. 

• Uses nervous gestures such as a clenched fist and banging on table. 

• Does not have time to relax and enjoy life. 

Type B behaviour is just the opposite and is more relaxed. sociable and has a balanced outlook on 
life. 

Type A behaviour profile tends to be obsessive and managers with such behaviour, are hard­
driving, detail-oriented people with high performance standards. Such managers have difficulties 
in develop.ing cordial interpersonal relationships and they create a lot of stress for themselves 
and other people. They feel specially pressurized if they have to complete a task within a given 
deadline. The B persons, on the other hand, do put in extra effort in order to meet a deadline but 
do not feel pressurized. 

Those persons who are classified as 'Iype A have a strong desire and tendency to control all 
aspects of the situation and, if they are unable to control a situation, they react with anger and 
frusl!ration. Because of their obsession with perfection, they are more apt to fear failure and, even 
if their woik is good, they tend to underestimate the quality of their work. In the case of negative 
outcomes, they blame themselves more than external factors. A co~prehensive identification of 

· Type A personality is given by Karen A. Mathews as follows: 

"The 1ype A pattern can be observed in any person who is aggressively involved in a chIOnic, 
incessant struggle to achieve more and more in less and less time and if required to do so against 
the opposing efforts of other things or other persons. The over manifestations of this struggle 
include explosive accelerated speech; a height~ned pace of living; impatience with slowness 
concentrating on more than one activity at a time self~preoccupation; dissatisfaction with life. 

Research has indicated that such patterns of behaviour, as exhibited by Type A personality lead 
to t)ealth problems, and specially heart related illness. In contrast, Type B persons may be hard­
working but feel no pressiog conftict witb people or time and hence, are not prone to stress and 
coronary p~oblems. 

Type A Behaviour Pattern 

Cardiovascular disease is the leading cause of death among adults in Western industrialized countries. 
Because Type A Behaviour was linked to cardiovascular disease, researchers made a significant 
effort in identifying Type A characteristics and situations that elicit this behaviour pattern. 

Type A Behaviour Defined 

According to Meyer Friedman and Ray Rosenmen (the cardiologists who isolated the 'Iype A 
syndrome in the 1950s ): 

Type A behaviour pattern is an action-emotion complex that can be observed in any person who 
is aggressively involved in a chronic, incessant struggle to achieve more and more in less and 
Jess time and if required to do so against the opposing efforts of other things or persons. It is not 
psychosis or a complex of worries or fears or phobias or obsessions but a socially acceptable­
indeed often praised-form of conflict. Persons possessing this pattern are also quite prone to 
exhibit a free-floating but extraordinarily well-rationalized hostility. As might be e~pected there are 
degrees in the intensity of this behaviour pattern. 

Type A Characteristics: While labeling 'fype A behaviour as "hurry sickness" Friedman and 
Rosenmen noted that 'Iype A individuals frequently tend to exhibit In high-pressure, achievement-



oriented schools and work environments, Type .\ behaviour is unwittingly cultivated and even 
admired. 

TYPE A RESEARCH AND MANAGEMENT 
IMPLICATIONS 

OB research has demonstrated that Type A employees -tend to be more productive than their 
Type B co-workers. For instance, Type A behaviour yielded a significant and positive correlation 
with 920 students' grade point average, the quantity and quality of 278 university professors' 
performance, and the saJes perforrnanceof222 life insurance brokers. On the other hand, Type A 
behaviour is associated with some negative consequences. 

Table 30: Type A Characteristics 

1, Hurried speech : explosive accentuation of ·key words. 

'2. Tendency to walk. move, and eat rapidly. 

3 . Constant impatience with tbe rate at which most events take place (e.g., jrfitation with 
slow-moving traffic, and slow-talking and slow-to-act people). 

4- Strong preference for thinking of, or doing two or more things ai once (e.g., reading this 
text and doing something else at the same time). 

5 . Tendency to tum conversations around to personally meaningful subjects or themes. 

6 . Tendency to lntenupt, while other are speaking, to make )lour point or to complete their 
trains of thought ln your own words. 

7. Guilt feelings during periods of relaxation or leisure lime. 

8. Tendency to be oblivious to surroundings during daily activllies. 

9. Greater concern for things worth having I.ban witb things worth being, 

10. Tendency to schedule more and more in less and less time: a chronic sense of time urgency. 

I 1. Feelings of competltion rather than compassion when faced with another Type A person. 

12 , Development of nervous tics or characteristic geBtures, 

t 3 . A firm belief that success is due to the ability to get tbjngs done faster tban the other guy. 

14. A tendency ·to view and e,_valoale personal activWes and the activities of other people in 
terms of "numbers" (e.g .. number of meetings attended, telephone calls made, vis itors 
received). 

A recent meta-analysis of 99 studies revealed that Type A individuals had higher heart rates, 
diastolic blood pressure, and systelic blood pressure than Type B people. Type A people also 
showed greater cardiovascular activity when they encountered the following situations: 

Unf o.rtunately for Type A individuals, these -situations are frequently experienced at work. A 
second meta-analysis of 83 studies further demonstrated that the hard-driving and competitive 
aspects of Type A are related to coronary heart disease, but the speed and impatience and job 
involvement aspects are not. This meta-analysis also showed that feelings of anger, hostility, and 
aggression were more strongly related 10 heart disease than to Type A behaviour. 

Do these results signal the need for Type A individuals_ to quit working so hard? Not necessarily. 
First the research indicated that feelings of anger, hostility, and aggression were more detrimental 
to our health than being Type A. We should aU attempt to reduce these negative emotions. 
Second, researchers have developed stress reduction techniques to help Type A people pace 
themselves more realistically and achieve better balance in their lives; they are discussed in the 
next section of this chapter. Management can help Type A people, however, by not overloading 
them_ with work despite their apparent eagerness to take an ever-increasing workload. Managers 
need to actively help, rather than unthinkingly exploit, Type A individuaJs because the premature 
disability or death of valued employees erodes long-run organizational effectiveness. 

STRESS-MANAGEMENT TECHNIQUES 

A national survey conducted by Louis Harris Associates revealed that Americans are fatter, do 
less strenuous exercise. eat less healthful foods, experience more stress and sleep less than they 
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did in the 1980s. All told, the American Medical Association estimated that lifestyle and social 
problems contribute more than $171 billion annually to our nation's health care costs. It is, 
therefore, not surprising that organizations are increasingly implementing a variety of stress­
reduction programs to help employees cope with modern-day stress. 

There are many different stress-reduction techniques available. Toe four most frequently used 
approaches are muscle relaxation, biofeedback, meditation, and cognitive restructuring. Each 
method involves somewhat different ways of coping with stress (see Table 31). 

Muscle Relaxation 

The common denominators of various muscle relaxation techniques are: slow and deep breathing, a 
conscious effort to relieve muscle tension, and an altered state of consciousness. Among the variety 
of techniques available, progressive relaxation is probably most frequently used. It consists of 
repeatedly tensing and relaxing muscles, beginning at the feet and progressing to the face. Relaxation 
is achieved by concentrating on the warmth and calmness associated with relaxed muscles. Take a 
few moments now to try this technique as described here. 

Sitting in a chair, start by taking slow, deep breaths. Inhale through your nose and exhale through 
your mouth. Continue until you feel calm. Begin _progressive relaxation by pointing your toes toward 
the ceiling for 10 secoI,lds. Concentrate on the tension within your calves and feet. Now return your 
toes to a normal position and focus on the relaxed state of your legs and feet. (Your goal is to 
experience this feeling all over your body.) Tense and relax your feet for 10 seconds one more time. 
Moving to your calves and, continuing all the way to the muscJes in your face, tense one major 
muscle at a time for IO seconds and then Jet it relax. Do this twice for each muscle before moving to 
another one. You should feel totally relaxed upon completing this routing. 

Tuble 31 
Technique Description Assessme n t 

Muscle relaxation Uses slow deep breathing, Systematic loexpensive and easy to use, 
muscle tensio.n reduction, and 'an may require a trained 
altered state of consciousness professional to implement. 
to reduce stress. 

Biofeedback A machine is used io train people to Expensive due to costs of 
detect muscular tension: muscle equipment; however, equipment 
relaxation is then used 10 alleviate can be used to evaluate 
this symptom of s tress effective.ness of other stress-

reduction programs. 
Meditation The r.elaution response is acti11ated Least expensive, simple to 

by redirecting one's thoughts away implement, and can be practiced 
from oneslef; a four-s tep procedure almost anywhere. 
is used. 

Cogniti ve Irrational or maladaptive thoughti Expensive because it requires a 
restructuring are identified and replaced wilb trained psychologist or 

those that are t;ttional or logical. counselor. 
Holistic -,vellness A broad, interdisc.ipllory approach involves inexpensive but often 

thJ1t goes beyond stress reduction behaviourally difficult lifestyle 
y advocating that people strive for . changes. 
personal wellness in all aspects of 
their lives. 

Biofeedback 

A biofeedback machine is used to train people to detect and control stre-5s-related symptoms 
such as tense muscles and elevated blood pressure. The machine translates unconscious bodily 
signs into a recognizable cue (flashing light or beeper). Muscle relaxation and meditative techniques 
are then used to allevlate the underlying stress. The person learns to recognize bodily tension 
without the aid of the machine. In tum, according to the advocates of biofeedback, this awareness 
helps the person proactively cope witb stress. 

Meditation 

Meditation activates a reJaxation response by redirecting one's thoughts away from oneself. The 
reiaxation response is the physiological opposite of the fight-or-flight stress response. Importantly, 
however, the relaxation response must be learned, and consciously activated. whereas the stress 

I 



response is automatically engaged. Herbert Benson, a Harvard medical doctor, analyzed many 
meditation programs and derived a four-step relaxation response. The four steps are (1) find a 
quiet environment. (2) use a mental device such as a peaceful word or pleasant image to shift the 
mind from externally oriented thoughts, (3) disregard distracting thoughts by relying on a passive 
attitude, and ( 4) assume a comfortable position-preferably sitting erect-to avoid undue muscular 
tension or going to sleep. Benson emphasizes that the most imponant factor is a passive attitude. 
Maximum benefits supposedly are obtained by following this procedure once or twice a day for 
IO to 20 minutes, preferably just before breakfast and dinner. People following this advice 
experienced favorable reductions in blood pressure and arutiety levels, and slept better. 

C9gnitive Restructuring 

A two-step procedure is followed. First, irrational or maladaptive thought processes that create 
stress are identified .. For example, 1ype A individuals may believe they must be successful at 
everythlng they do. The second step coMists of replacing these irrational thoughts with' more 
rational or reasonable ones. Perceived failure would create stress for the Type A person. Cognitive 
restrucruring would alleviate stress by encouraging the person to adopt a more reasonable belief 
about the outcomes associated with failure. For insumce, the person might be encouraged to 
adopt the belief that isolated failure does not .mean be or she is a bad pen.on or a loser. 

Effectiveness of Stress-Reduction Techniques 

1\vo teams of OB researchers reviewed the research on stress management interventions. Although 
needs of the Publfahed research is methodologically weak, results offer Preliminary support for 
the conclusion that muscle relaxation, biofeedback, meditation, and cognitive restructuring all 
help employees cope with occupational stress. 

A HOLISTIC WELLNESS MODEL 

A holistic wellness approach encompasses and goes beyond stress reduction by advocating 
that individuals strive for "a harmonious and productive balance of physical, mental, and social 
well-being brougbt about by the acceptance of one's personal responsibility for developing and 
adbering to a health promotion program". Five dimensions of a holistic wellness approach are as 
follows: 

1. Self-responsibility: Take personal responsibility for your wellness (e.g., quit smoking, 
moderate your intake of alcohol, wear your seat belt). A study of 4,400 people revealed that 
continuous smoking throughout one's life reduces life expectancy by 18 years. 

2 Nutritional awareness: Because we are what we eat, try to increase your consumption of 
foods high in fiber, vitamins, and nutrients-such as fresh fruits and vegetables, poultry, 
and fish-while decreasing those high in sugar and fat. 

3. Stress reduction and relaxation: Use the tecb.niques just discussed to relax and reduce the 
symptoms of stress. 

4. Physical fitness: Exercise to maintain strength, flexibility, endurance, and a health body 
weight. More than 50.000 US companies have established fitness programs for employees. 
A recentre.view of employee fitness programs indicated that they were a cost-effective way 
to reduce medical costs, absenteeism, turnover, and occupational injuries. Fitness programs 
were also positively linked with job perfonnance and job satisfaction. 

5. Environment sensitivity: Be aware of your environment and try to identify the stressors 
that are causing your stress. A control coping strategy might be useful to eliminate stressors. 

In conclusion, advocates say that both personal and professional life can be enriched by adopting 
a holistic approach to welln.ess. 

SUMMARY 

Stress is an adaptive reaction to environmental demands or stressors that triggers a fight-or•flight 
I'fsponse. lrus response creates hormonal changes that mobil.ne the body for exlraordinary demands. 
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Matteson and lvanceevich1s model of occupational stress is caused by four sets of stresses: 
individual level, group level, organ_izational level, and-extra organizational. Several individual 
differences moderate relationships between stresses, stress and outcomes. 

It is important for managers to understand the causes and consequence of stress-because of 
four reasons: (1) First, from a quality of work life perspect,ive, workers are more satisfied when 
they are not under a lot of stress. (2) Second, a moral imperative suggests that managers should 
reduce stress because it leads to negative outcomes. (3) The first reason relates to the significant 
economic costs associates with stress. (4) Fourth, because stress related illnesses may be covered 
under worker's compensation laws, employers can be sued for exposing employers to undue 
stress. Stressful life events are changes that disrupt an individual's lifestyle and social relationship. 
Uncontrollable events that are negative create the most stress. 

Burnout develops in phases. The three key phases are emotional exhaustion, depersonalization, 
and feeling a lack of personal accomplishmenL Managers can reduce bumour by buffering its 
effects; potential buffers include extra staff or equipment, support from top management, increased 
freedom to make dedsions, recognition for accomplishments, time off, equitable rewards and 
increased communication from management of stressors and stress and outcomes, represents the 
amount of perceived helpfulness derived from social relationships. Coping is the management of 
stressors and stress. People cope by using control, escape or symptom management strategies. 

Hardiness is a collection of personality characteristics that neutralizes stress. The type A behaviour 
pattern is characterized by someone who.is aggressively involved in a chronic, detennined struggle 
to accomplish and more in less and less time. Type B is the opposite of Type A 

Muscle relaxation, biofeedback, meditation, and cognitive restructuring are predominant, stress­
reduction techniques. Cognitive restructuring entails identifying irrational or maladaptive thoughts 
and replacing them with rational or logical thoughts. 

KEYWORDS 

Stress: An adaptive response mediated by individttal characteristics or psychological process 
that is a consequences of any external action. 

Stressors: Aie environmental factors that produce stress. 

Burnout: Bumout is a condition that occurs over time and is characterized by emotional exhaustion 
and a combination of negative attitudes. 

Social support: Is the amount of perceived helpfulness derived from social relationship process 
of managing demands that are appraisal as tarring or excluding the resources of the person. 

Type A: Behaviour that is generally systems impatient with a desire for quick achievement and 
perfections. 

Type 8: Behaviour which shows easy going less competitive. 

REVIEW QUESTIONS 

1. 

2 

3.. 

4. 

5. 

6. 

What are the key stressors encountered by students? Which ones are undeJ their control? 

Describe the behavioural and physiological symptoms you have observed in others when 
they are under stress. 

Why do uncontrollable events lead to more stress than controllable events? How can the 
SRE be used to identify uncontrollable stressors? 

Why would people in the helping professions become burned out more readily than people 
in other occupations? 

Do you think: the president of the United States is likely to become burned out? Explain 
your rationale. 

Which of the five sources of social support is most llkely to provide individuals with social 
support? Explain. 



7. Why would people have difficulty using a control copirig strategy to cope with the aftennath 
of a natural disaster Uke an earthquake or a flood? 

8. How can someone increase their hardiness and reduce their Type A behaviour? 

9. Have you used any of the stress reduction techniques? Evaluate their effectiveness. 

lO. What is the most valuable lesson you have learned from this chapter? Explain. 

FURTHER READINGS 
Fred Luthans., "Organizational Behavior". Eight Edjtion, Irvin/Mc Graw-Hill. 

Stephen P. Robbins., "Organizational Behavior", Ninth Eclition Prentice-HalJ India. 

Archana Tyagi., "Organizational Behaviour", Excel Books. 

Case Study 

MANAGING OCCUPATIONAL STRESS 

M. Dana is a 49 year old store manager. He expresses to anyone who will Listen that he is stressed 
by the job. As he puts i i "A lot of managers haven't made i t, bu_t I have been here for 19 years." He 
feels that his difficult job should earn him respect off the job. He has constant argumems with his 
wife because sbe doesn't seem sympa1bctic about how tough his work; is. 

His marriage of 23 years is going through a transition because his wife has returned 10 school and 
is ''growing more independent". The Danas have two teenage children. The children expect 10 
receive financial help from their parents when they begin college in the near future. 

Mr. Daoa is in an excellent position, but he feels lhal he hasn't progressed will in the company. He 
bas been offered the managerial posi tion in larger stores but has turned down offers because he did 
not want to move his family. He seems to always lament the fact that he didn't become a dentist 
like his fatber encouraged him to become as a child. 

Mr. Dana behaves as if every incident on the job is a major issue. He believes that a store manager 
should make no errors. Making an error is the same as being unworthy or unre liable. He always 
questions his worth and ability and tests it against the errors he made, He refers to himself as 
always being on guard against mak.i11g stupid mistakes. This striving for perfection irritat.es a lot of 
his subordinates because many believe that making mistakes is e part of life that can't be avoided. 

A lot of things tbat top management does, bothers Mr. Dana, Por eum,ple, he was told on Friday 
that he had to begin training 1wo assistant managers next week. He is panicularly upset a t the 
timing of the directive and not being asked his opinion about the assistant's schedule of training. 
At this time, Mr. Dana was overloaded with other commitmeuts and found the training asslgnment 
to be ill-timed. When the assistants arrived on Monday they were introduced to a tense, irritated 
store manager who didn't hide his feelings. 

That evening Mr, Dana unloaded his frustratiQn on his son who didn't move fast enough to c lean 
up Ws room, A 20 minute shouting and screaming match occurred that eventually involved the 
entire fam11y, After things settled down, Mr. Dana was uohappy with himself for losing control. He 
becll!Ile withdrawn and depressed for the next week" at home and on the job. 

Qoestioo s 

1. L.ist some of the cognitive, emotional and physical re.spooses experienced by Mr. Dana. How 
effective is he in-copiog witb the situations.? 

2. !',valuate the effectiveness of Mr. Dana's coping and also discuss why Mr. Dana is experiencing 
the amounts and types of stress por1r3yed in the incident. 
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ORGANIZATIONAL CHANGE & DEVELOPMENT 

LEARNING OBJ ECT IV ES 

After studying this chapter, you should be able to understand: 

• Managing change i,n organization 

• Forces for change in organization 

• Fonns ,:,~ change 

• Resistance to change, Managing Resistance to change 

• Approaches to managing organizational changes which change individual -organizational 
model and contingency model of analysis change 

• Concept assumption, purpose of organizational development. 

• 1'ypes of OD Activity 

• OD interventions or techniques 

• EffectiveofOD. 

• Innovation. 

• Learning Organization, 

• How to create learning organization. 

• Organizational effectiveness. 

INTRODUCTION 

There is nothing permanent except change. It has become an inescapable fact of life; a fundamental 
aspect of historical evolution. Change is inevitable in a progressive culture. Change in fact. js 
accelerating in our society. Revolutions are taking place in political, scientific, technological and 
institutional areas. Organizations cannot completely insulate themselves from this environmental 
instability. Change is induced by the internal and external forces. Meeting Lhis challenge of 
change is the primary responsibility of management: An organization lacking adaptability to 
change has no future. Adaptability to change is a necessary quality of good management. Modem 
managers have the responsjbility to devise management practices that best meet the new challenges 
and make use of the opportunities for the growth of the organization. 

The topic of managing change is one that comes closest to describing the totality of a manager's 
job. PracticaJJy everything a manager does is in some way concerned with implementing change. 

• Hiring a new employee-Changing the work group 

• Purchasing a new piece of-Cnanging work methods equipment 

• Rearranging workstation-Changing work flows 

All require knowledge of how to manage change effectively. 

ORGANIZATIONAL CHANGE 

Organizational change refers to a modification or transformation of the organization's structure, 
processes or goods. Flexibility requires that organizations be open to change in all areas. including 
the structure of the organization itself. In a fle!.ible organization, employees can't think of their roles in 
terms of a job description. 'Ibey often have to change the tasks they perform and learn new skills. The 
most flexible organizations have a culture that ( a) values change, and (b) managers who know how to 
implement changes effectively. 



Forces for change in organizations 

More and more organizacions today face a dynamic and changing environment that, in rum requires 
these organizations to adapt. Change has become the norm in most organizations. Plant closing, 
business failures, mergers and acquisitions, and downsizing have become common experiences for 
most organizations. Adaptiveness, flexibility and responsiveness are tenns used to describe 
organjzations that will succeed in meeting the compecitive challenges that businesses face. In the 
past, organizations could succeed by claiming excellence in one area- quality, reliability or cost But 
this is not the case today. The current environment demands excellence in all areas. 

Table 32 below summarizes six specific forces that are acting as stimulants for change 

Table 32: Forces for Change 

Force Examples 
Nature of the wor1< force • More cuttural diversity 

• Increase in professionals 
• Many new entrants with Inadequate skills 

Technology • More computers and automation 
• TQM programs 
• Re-engine-erlng programs 

Econom1c shocks • Security market crashes 
• lnlerest rate fluctuations . Foreign currency fluctuations 

Competition • Global competitors 
• Mergers and consolidations 
• Growth of specialty retailers 

• Increase In college attendance 
Soclal trends • Delayed marriages by young people 

• Increase In divorce rate 

World polilics • Collapse of Soviet Union 
• Iraq's invasion of Kuwait 
• Overthrow of Haitian dictator 

Source: Stephen P Robbins, ''Organizational Behaviour - Concepts, Controversies, Applicati~ns" 
(7th Edition) Prentice-Hall, Englewood Cliffs, NJ ( 1996) page 717. 

Why is organizational change so important? From outside and inside the organization, a variety 
of forces press for change. "We live in the midst of constant change" has become a well-worn but· 
relevant clicb6. Pressures for change are created both inside and outside the organization. 
Organizations must forge ahead on these forces to survive. Some of these are external, arising 
from outside the company, whereas others are internal arising from sources within the organization. 

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

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

Technological umovatioos bring about profound change because they are not just 
changes in the way work is performed. Instead, the innovation process promotes 
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associated changes in work relationsrups and organizational structures. Sophisticated 
information technology is also making organizations more responsive. The team 
approach adopted by many organizations leads to flatter structures, decentralized 
decision making and more open communication between leaders and team membe rs. 

b. Globalization: The global economy means competitors are likely to come from across 
the ocean. The power players in the global market are the multinational and trans­
national organizations. lllis has led companies to trunk globally. There are no longer 
any men cal distinctions between domestic and foreign operations, Globalization of an 
organization means rethinking the most efficient ways to use resources, disseminate 
and gather information and develop people. It requires not only structural changes but 
also changes in the minds of employees. Successful organizations wiU be tl1e ones that 
can change ia response to the competition. They will be fast on their feet, capable of 
developing new products rapidly and getting them to market quickly. 

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

d. Workforce Diversity: Related to globalization is the challenge ofwork:fotce diversity. 
Workforce diversity is a powerful force for change in organizations. The demographic 
trends conl:!ibuting to workforce diversity are 

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

❖ The workforce will be more cuJturall y di verse tl1an ever (part of this is attributable 
to globalization). 

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

e. Managing EthicaJ Behaviour: Employees face ethical dilemmas in their daily work lives. 
The need to manage e thical behaviour has brought about several changes in 
organizations. Most centre on. the idea that an organization must create a culture that 
encourages ethical behaviour. Society expects organizations to maintain ethical behaviour 
both interoaUy and in relationship with other organizations. Ethical behaviour is expected 
in relationships with customers, environment and society. These expectations may be 
informal or they may come in the fonn of increased legal requirements. 

These challenges are forces tlrnt place pressures to change on o rganizations. 
Organizations cannot afford to be rigid and inflexible in the wake of environmental 
pressures, rather they must ~ dynamic and viable so that they survive. 

2 Internal Forces: Besides reacting to or anticipating changes on the outside, an organization 
may change because someone on the inside thinks a new way of doing things will be 
beneficial or even necessary. Pressures for change that origjnate inside the organization are 
generally recognizable in the form of signals indicating that something needs to be altered. 
These internal forces are discussed below. 

(a) Changes in Managerial Personnel: One of the most frequent reasons for major changes 
ln an organization is the change of executives at the top. No two managers have the 
same styles, skills or managerial philosophies. Managerial behaviour is always selective 
so that a newly appointed manager might favour different organizational design, 
objectives procedures and policies than a predecessor. Changes in the managerial 
personnel are thus a constant pressure for change. 

(b) Declining Ef(ed:iveness: Declining effectiveness is a pressure to change. A company that 
experiences losses is undoubtedly motivated to do something about it. Some companies 
react by instituting layoffs and massive cost cutting programmes, whereas Olhers view the 
Joss as symptomatic of an underlying problem. and seek. out the cause of the problem. 

( c) Oianges in work climate: Changes in the work climate at an organization.can also stimulate 
change. A workforce that seems lethargic, unmotivated, and dissatisfied is a symptom that 
must be addressed. Jbis symptom is common in organizations that have experienced 
layoffs, Workers who have escaped a layoff may find it hard to continue to be productive. 
They may fear thar they will be laid off as well and may feel insecure in their iobs. 



(d) Deficiencies in the Existing System: Another internal pressure for organizational 
change are the loopholes in the system. These loopholes may be unmanageable spans 
of control, lack. of coordination between departments, lack of unifonnity in politics. 
non-cooperation between line and staff etc. 

(e) Crisis: A crisis also may stimulate change in an organization; strikes or walkouts may 
lead management to change the wage srructure. The resignation of a key decision 
maker is one crisis that causes the company to rethink the composition of its management 
team and its role in the organization. 

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

❖ Employees' desire to share i.n decision-making. 

❖ Employees' demand for effective organizational mechanism. 

❖ Higher employee expectation for satisfying jobs and work environment. 

❖ Employees' desire for higher wages. 

All these forces necessitate change in organizations. Besides these fotces, a company that hires 
a group of young newcomers may be met with a set of expectations very drfferent from those 
expressed by older workers. 

Although organizational changes are bnportant, managers should try to institute changes only 
when they make strategic sense. A major change or two every year can be over-whelming to 
employees and create confusion about priorities. A logical conclusion is that managers should 
evaluate internal forces for change with as much care as they evaluate external forces. 

Definition of Organization Development (OD) 

According to Wendell L. French and Cecil H. Bell, Jr. "Organization Development is a systematic 
process for applying behavioural science principles and practices in organizations to increase 
individual and organizational effectiveness''. 

According to Cummings and Worly, Organization Development is ''a systematic application of 
behavioural science k.nowledge to the planned development and reinforcement of organizational 
strategies, srructures, and processes for improving an organization's effectiveness" 

In the words of Burke, "Organization development is a planned process of change in an 
organization's culture through the utilization of behavioural science technologies research and 
theory". 

According to Schmuck and Miles, "OD can be defined as a planned and sustained effort to apply 
behaviouraJ science for system improvement, using reflexive, self-an~ytic; methods". 

According to Burke and Homstien, " Organization development is a process of planned change­
change of an organizati.on's culture from one which avoids an examination of social processes 
(especially decision making, planning and communication) to one which institutionalizes and 
legitimizes this e-xamination". 

According to Warren Bennis, "Organization development is a response to change, a complex 
educational strategy intended to change the beliefs, attitudes and structure of organization so 
that they can better adapt to new technologies, markets and challenges". 

American Society for Training and Development defined OD as, "An effort (a) planned, (b) 
organization wide, (c) managed from the top, in order to (d) increase organizational effectiveness 
and health. through (e) planned intervention in the organization's "processes" using behavioural 
science knowledge". 

From the above definitions, we can say that organization development is an organizationaJ 
improvement strategy. The term "Organization Development'' (OD) may be defined as a technique 
for bringing change in the entire organization. 
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OD emerged out of insights from group dynamics and from the theory and practice of planned 
change, in the late l 950s and early 1960s. Organization development is about how people and 
organizations function and how to get them to function better. OD programs are long-term, 
planned, sustained efforts. It is based on knowledge from behavioural science disciplines such as 
psychology, social psychology, sociology, anthropology, systems theory, organizational 
behaviour, organization theory and management. The two major goals of OD programs are: 

(i) To improve the functioning of individuals, teams and the total organization, and 

{ii) To teach organization members how to continuously improve their own functioning. 

It is a modem approach to the management of change and the development of human resource. It 
is an organization wide planned change for improvement through the use of behavioural science 
techniques. Organizational Development programs lead to improved organization perfonnance 
through an improved decision making climate. 

Objectives of OD Programs: The objectives of OD as given by Wendell French are given below: 

1. To build and enhance interpersonal trust, communication, co-operation and support among 
all individuals and groups through the organization. 

2 To encourage an analytical problem solving approach in a team spirit. 

3. To enhance the sense of belonging of inilividuals to the organization so that the individual 
and organizational goals are synchronized. 

4. To extend the process of decision making to the lowest operational level. 

S. To increase personal responsibility for planning and implementing the plan. 

BASIC ASSUMPTIONS OF OD 

The assumptions underlying OD programs are: ' 

I. Assumptions of dealing with Individuals: The two basic assumptions about individuals in 
organizations are: 

a Most inilividuals have drives towards personal growth and development. They want 
to develop their potential and therefore should be provided with an environment that 
is both supportive and challenging. In other words, individuals want personal growth 
and development. which can be attained in a supportive and challenging work situation. 

b. Most people desire to make • and are capable of making - a greater contribution to 
attaining organization goals than most organizational environments perm.it. The 
implication of this assumption is th.at people are experts. Organizations must remove 
obstacles and barriers and reward success. 

2 Assumptions of dealing with Groups: These assumptions relate to the importance of work 
teams: 

3. 

a. The most psychologically relevant reference groups for most people are the work 
group. The werk group greatly influences feelings of satisfaction and competence. 
Therefore, individual goals should be integrated with group goals. 

b. Most people interact co-operatively with at least one small reference group. 

c. Work groups are the best way to satisfy social and emotional needs at work. Therefore 
the growth of individual members is facilitated by relationships, which are open, 
supportive and trusting. 

d. The suppression of feelings adversely affects problem solving personal growth and 
satisfaction with one's work. AttitudinaJ. and motivational problems in organizations 
require interactive and transactional solutions. Such problems have the greatest chance 
of constructive solution if all parties in the system alter their mutual relationship co­
operation js always more effective than conflict. 

As.rumptions ror desjgnlng Organizations: These assumptions relate to the importance of 
designing organizations. 



a. TraditionaJ hierarchical fonns of organizations at'C obsolete. Therefore, experimenting 
with new organization structures and new forms of authority is imperative for creating 
cooperative rather than competitive organizational dynamics and is a primary task of 
the organization. 

b. An optimistic, developmental set of assumptions about people is likely to reap rewards 
beneficial to both the organization and its members. Co-operation is always more beneficial. 

c. People are an organ.i:zation 's most important resource: They are the source of productivity 
and profits and should be treated with care. An organization can achieve higher productivity 
only when the individual goals are integrated with organizational goals. 

GOALS OF ORGANIZATION DEVELOPMENT 

Edwin B. Flippo has given the following seven specific goals of OD. They are: 

l. Decision making on the basis of competence rather than authority. 

2 Creatively resolving conflicts through confrontation designed to replace win-lose situations 
with win~wm types. 

3. Reducing dysfunctional competition and maximizing collaboration. 

4. Increasing commitment and a sense of "ownership" of organization objectives throughout 
the work force, 

5. Increasmg the degree of interpersonal trust and support. 

6. Creating a climate in which human growth, development and renewal are a natural part of 
the enterprise's daily operation, and 

7. Developing a communication system characterized by mqtual openness and candour in 
solving organizational problems. 

The choice depends on the circumstances. Restrictions that managers have to take into account 
including limits on time and money and lack of skill at implementing a strategy. The choice of a 
strategy usually results from conferenc.es and discussions involving those who will be most 
directly affected. The experiences, feelings and perceptions of conference participants help 
detennine if their parts of the organization are ready for change and for OD techniques. The 
success of OD depends on a high level of receptiveness to change. 

PURPOSE OF ORGANIZATIONAL DEVELOPMENT 

The main purpose of OD according to Burton is "to bring about a system of organizational 
renewal that can effectively cope with environmental changes. 1n doing so, OD strives to maximize 
organizational effectiveness as well as individual work satisfaction". Organizational development 
is the most comprehensive strategy for intervention. It involves all the activities and levels of 
management m ongoing problems that respond to extemal and internal sources. The OD process 
is cyclic as shown in the Figure 64: 

Source: Gene F. Burton. "Organizational Development - A Systematic Procc5$", Management World (March 1975). 

Figure 64: Model of Organizational Developmental Process 
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lypes of OD activities: The different types of OD activities may be djvided into the following 
classification: 

(a) For the Individual. 

(b) OD for Two or Three People. 

(c) OD for Teams or Groups. 

(d) OD for Inter-group l{elations. 

(e) OD for the Total Organization. 

1. OD for the lndividua): Sensitivity Training: Sensitivity training, was an early and fairly 
widespread OD technique. The purpose of sensitivity training sessions or T-groups (T for 
training) is to change the behaviour of the people through unstructured group interactions. 
In "T" groups, about ten participants are guided by a trained leader to increase their 
sensitivity to and skills in handling interpersonal relationships. Members are brought 
together in a free and open environment, away from work places, in which participants 
discuss freely, aided by facilitator. No formal agenda is provided. The role of the facilitator 
is to create an opportunity for members to express their ideas, beliefs, and attitudes, 

The objectives of sensitivity training are to provide the participants with increased awareness 
of their own behaviour and greater sensitivity to the behaviour of others. 

Sensitivity training is less frequently used by organizations nowadays, and participants 
are usually screened to make sure they can withstand the anxiety raised by a T group. 
Precautions are also taken to ensure that attendance is truly voluntary. 

2 OD for Two or Three .People: Transactional Analysis (TA): Whe.o two people interact with 
each other, there results a social transaction. TA was pioneered by Eric Berne, MD. TA 
encourages people to recognize the conte'" 1\· tlleir communications. It encourages people 
to be more open and honest and to address the context of their messages. TA was popularized 
by Thomas Harris in the 1960s. 

Transactional Analysis concentrates on styles and content of communication (transactions 
or messages) between people. It teaches people to send messages that are clear and 
responsible. Transactional analysis attempts to reduce destructive communication habits 
or "games" in which the intent or full meaning of messages is obscured. 

TA has found its acceptance everywhere because of several advantages associated with it. 

Morrison and O'Heame list the following advantages of TA: 

Eric Berne uses simple, everyday language to explain the dynamics of personality and its application 
for human development. His theory has the following components: 

a. Structural Analysis: According to Berne, a _personality consists of three ego states. He 
defines an ego state as "a consistent pattern of feeling and experience directly related to a 
corresponding consistent pattern of behaviour". Berne calls these three ego states as:•­
Parent, Adult, and Child. 

The parent ego-state - is "a set of feelings attitudes and behaviour patterns which resemble 
those of the parental figure". The parent ego stale is authoritative, dogmatic, overprotective, 
controlling, nurturing, critical, and righteous. 

The Adult ego-state - is ''an autonomous set of feelings, attitudes and behaviour patterns 
which are adapted to the cUTTent reality". The adult is the "tbinldng" ego state. In dealing 
with other people, the adult state is characterized by fairness and objectivity. 

The Child ego-state - is "a set of feelings, attitudes and behaviour patterns which are relics 
of the individual's own childhood". The child ego state represents the childish, dependent, 
and immature pa.rt of a person's personality. 

i Transactional Analysis: A transaction is the act of communication or interaction between 
twa people. A transaction starts with a stimulus and ends with a response to the 
stimulus. Since each individual involved in the transaction has three ego-states; the 
transactions are between the various ego-states. 



Depending on the kinds of ego states involved, the interaction can be complementary, 
crossed or ulterior. 

ii Complementary Transactions: These occur when the message sent or the behaviour 
exhibited by one person's ego state receives the appropriate or expected response 
from the other person's ego state. Since, these transactions meet the needs and 
expectations of the initiators, communications flow freely, interactions will continue as 
inter-personal relations improve. There is, therefore, no scope for conflict in 
complementary transactions. Examples of complementary transactions are parent-parent, 
adult-adult, parent-adult, and child-child transactions. 

iii. Crossed transactions: Crossed transactions are the source of much inter-personal 
conflict in organization. The result can be hurt feelings and frustrations on the part of 
the parties involved and possible dysfunctional consequences for the organization. 

iv. Ulterior 'fiansactioos: A message sent may have two targets (ego states), There may 
be an oven message (open and expressed). but it may also contain a covert message (a 
hidden one). Transactions with such messages are called ulterior transactions. Ulterior 
transactions cause much damage to inter-personal relations. 

a Games Analysis: A game is "a series of ulterior transactions with a gimmick, 
leading to a well-defined pay-off'. Berne, in his book "Games People Play" 
describes more than 30 games people habitually play. 

b. Script Analysis: Script analysis is detailing of ·specific life dramas that people 
compulsiveJy play out. Script.analysis is a sophisticated and complex part of 
TA. The following four most popular elements in the script apparatus is 
discussed below: 

Pay-off or curse: This is the way the ~nts teU the child to end its life. According 
to Berne, the script pay-off will 'hOt take effect unless it is accepted by a child. 

Stoppers: Stoppers are injunctions or unfair Degati.ve comments from the parent 

Counter script:. Counter script messages are in the fonn of sJogans; proverbs 
for example, work hard. These counter scripts determine the person's style. 

Programme: Programme is what the parent teaches the child to do in order to 
live out the scripL 

3. OD for'Toams and Groups: In process consultation, a consultant works with organization 
members to help them understand the dynamics of their working relationships in group or 
team situations. The consultant helps the group members to change the ways they work 
together and to develop the diagnostic and problem-solving skills they need for more 
effective problem solving. 

Teams: Teams are aJso known by other tenns such as empowered teams, self-directed teams 
and self management teams. Katzenbach and Smith have defined a team as "a small number 
of people with complementary skills who are committed to a common purpose, common 
perfonnance goals. and an approach for which they held themselves mutually accountable''. 
The most common types of teams are work teams, problem-solving teams, management 
teams and virtual teams. 

Work teaJDS: Work teams are primarily concerned with the work. done by the organization. 
Their principal focus is on using the organization's resources effectively. 

· Problem-solving teams: Problem-solving teams are temporary teams established to attack 
specific problems in the work place. These teams generally offer recommendations for 
others to implement. In problem solving teams, members share ideas or offer suggestions 
on how work processes and methods can be improved. 

Management teams: The primary job of management teams is to coach and counsel other 
teams to be self managing by malting decisions within the. teams. These teams consist of 
managers from various areas and those who coordinate work teams, 

Virtual teams: Virtual teams are the teams that may never actually meet together in the 
same room-their activities talce place on the computer via teleconferencing and other electronic 
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information systems. Virtual teams use computer technology to tie together physically 
dispersed members in order to achieve a common goal. 

Groups: A work group is a group that interacts primarily to share infonnation and to make 
decisions to help each member perform within his or her area of responsibility. The work 
group is an even stronger source of satisfaction when members have similar actinides and 
values. The work group provides group members with opportunities for interaction with 
~ch other. 

Team Building: Team building utilizes hlgh-inter~ction group activities to increase trust 
and openness among team members. Team building is a process of diagnosing and improving 
the effectiveness of a work group with particular attention to work procedures and inter­
personal reJationshlp within it. 

A related approach analyzes the activities, resource allocations, and relationships of a 
group or team to improve its effectiveness. This technique can be used, for. example, to 
develop a sense of unity among members of a new committee. Team building can be directed 
at rwo different types of teams or working groups: an existing or pennanent team made up 
of a manager and his or her employees, often called a family group; or a new group that 
either has been .fanned to solve a specific problem or has been created through a merger or 
other structural change in the organization, which we will call a special group. 

For both kinds of groups, team-building activities aim at diagnosing baniers to effective 
team performance, improving taSk accomplishment, improving relationship between team 
members, and improving processes operative in the team, such as communication and task 
assignment. Table 33 below summarizes these activities for both family and special groups. 

Table 33: Te.am Building Activities 
ACTIVITY FAMILY GROUP SPECIAL GROUPS 
DIAGNOSIS Diagnostic meetings: Diagnostic meetings: 
TASK ACCOMPLISHMENT "How are we doing?" "Where would you like to go?" 

Problem solving, decision Special problems, role and goal 
BUILDING AND making, role clarilioalion, goal clarification, resource utilisation, etc. 
MAINTAINING setting, etc. Focus on lnter•personal or inter-unit 
RELATIONSHIPS Foous oo effective inter-personal conflict and underutilisation of other 

relationships, Including boss- team members as resources. 
MANAGEMENT OF subordinate and peer. Focus on communication, decision 
GROUP PROCESSES Focus on understanding group making, and task allocations. 

processes and group culture, Techniques used for role clarification 
ROLE ANALYSIS AND Techniques used for clarification and definition. 
ROLE NEGOTIATIONS and definition. 

Source: WendellL French and Cecil H Bell Jr .. ,;Organization Development:_Behavioural Science 
Interventions for Organization Improvement" Prentice Hall, Englewood Cliffs, N.J Page 104. 

4. 

Diagnostic meetings may involve the total group or several sub-groups and require only a 
brief time - a day or Jess - to Identify strengths and problem areas. Actual team building 
requires a subsequent longer meeting, ideally held away from the workplace. The consultant 
interviews participants beforehand and organizes the meetings around common themes. 
The group pro<;eeds to examine the issues, rank them in order of importance, study their 
underlring dynamics, and decide on a course of action to bring about those changes 
perceived as necessary. A follow-up meeting at a later ti.me may then evaluate the success 
of the action steps. 

OD for Inter-group Relations: Inter-groqp development seeks to change the attitudes, 
stereotypes and perceptions that groups have of each otber. Such stereotypes can have an 
obviously negative impact on the coordinative efforts between the departments. To permit 
an organization's managers 10 assess the health of the organization and set up plans of 
action for improving it, confrontation meeting may be used. This is a one-day meeting of all 
of an organization's managers in which they discuss problems, analyze the underlying 
causes, and plan remedial actions. The confrontation meeting is typically used after a major 
organi-zational change. such as a merger or the introduction of a new technology. 

Although there are several approaches for improving inter-group relations, the most sought 
after method is problem solving. In thls method, each group meets independently to develop 



5. 

lists of its perception of itself, the other group and how it believes the other group perceives 

it. Differences are clearly articulated, and the groups look for the causes of disparities, Sub­
groups, with members from each of the conflicting groups, can now be created for further 
diagnosis aod to begin to formulate possible alternative actions that will improve relations. 

OD for the Total Organization: OD attempts to develop the whole organization so I.hat it 

can respond to change effectively, Change is so abundant in modern society that 
organizal-ions need all their parts working together in order to solve problems. OD is a 
comprehensive program that is intended to assure that all parts of the organization are well 
coordinated. 

The survey feedback technique can be used to improve the operations of the total organiz.ation. 
It involves conducting attitude and other surveys and systematically reporting the results to 

organization members. Members then determine what actions need to be taken to solve the 
p roblems and exploit the opportunities uncovered in the surveys, Everyone in an organization 
can participate in survey feedback. The data from the survey feedback is coUected through a 

questionnaire and tabulated. The data so collected then become the springboard for identifying 
problems and clarifying issues that may be creating clifficulties for people. 

I. Define organisatioal change. 

2 Define organizational development. 

3. What are the basic assumptions of OD? 

SUMMARY 

Change is inevitable in a progressive culture and meeting this challenge of change is the primary 
responsibiJity of management. Adaptability to change is a necessary quality of good management. 

Organizational change refers to a modification or transfonnation Of the organization structure, 
process or goods, There are external forces for change due to technological, globalization; workforce 
diversity and changes due to intemal forces are work climate, changes in managerial personnel. 
Basically we have two types of forces for change in an organisation i.e. external forces and 

internal forces. External forces includes technological change, globalization, social and political 
changes, workforce diversity etc. Internal forces includes changing manag~al personnel, declining 

effectiveness and employees' expectation etc. 

Organization Development is a systematic process for applying behavioural science principles 
and practices in organizations to increase individual and organizational effectiveness. Basic 

assumption underlying OD programmes includes: Assumptions for dealing with individuals, 
dealing with groups, designing organizations, optimistic development etc. Some of the OD 

intervention are Sensitivity Training, Survey Feedbac.k and process Consultation and Team 
Building. 

Amongst the different types of OD activities the survey feedback technique is quite suited to 
improve the operations of the total organization which includes conducting attitudes & other 

essentials needed therein. 

KEYWORDS -

Organization change: Refers to a modi fl cation or transfonnatlon of the organizational structure. 

Change/Moving: In the moving stage, new attitudes, values and behaviours are substituted for 

old OJ!CS 

Organization Development: Is a systematic process for applying behavlour-.u science principles 
and practices in organmitions to increase individual and organizational effectiveness. 

Organizational Change 
& Development 

281 



Mal\agement Process and 

Organizational Behavior 

282 

Sensitivity Training: Sensitivity training is also known as laboratory ttaining, encounter groups, 
and T-groups. It is a method of changing behaviour through unstructured group interaction. 

Survey Feedback: sw-vey feedback makes use of questionnaires to identify discrepancies among 
member perceptions and attempts to solve these differences. 

Team Building: Team building utilizes high-interaction group activities to increase trust and 
openness among team members. 

Global Economy: It means competitors are likely to come from across the oceans. 

Transactional Analysis: It is an OD technique which encourages two communicating people to 
r~cognize the context of their communication. 

Ego Slate: It is a consistent pattern of feeling and experience directly related to a corresponding 
consistent pattern of behaviou(. 

Virtual Teams: These are the teams that may never actually meet together in the same foam, their 
activities take place on the computer via teleconferencing. 

Script AoaJysis: Script analysis is detailin,g of specific life dramas that people compulsory play 
out. 

REVIEW QUESTIONS 

1. What are the major reasons individuals resist change? How can organizations deal with 
resistance? 

2. What are the major external and internal forces for change in organizations? 

3. What is a change agent? Who plays this _role? 

4. What can change agents• affect? 

5. Define Organizational Development. What are its techniques? Explain the various elements 
of the definition. 

6. Why do organizations adopt an organizational development program? 

7. Describe in detail the objectives of OD programs. 

8. Explain the various team building activities. 

9. List out the different goals of organization development. 

JO. What is lhe main purpose of OD? 

11. What are the different types of OD activity? 
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CHAPTER 

20 
ORGANIZATIONAL CONFLICTS AND 
ITS DIMENSIONS 

LEARNING OBJECTIVES 

After srudying this chapter, you should be able to: 

• Describe the conflict process and sources of conflict in organizations 

• Analyze inter-personal conflict, organizational conflict and structural conflict 

• Explain causes of conflict 

• Relate different modes of managing conflict 

• Discuss negotiation and differentiate between integrative and distributive negotiation 
tactics 

INTRODUCTION 

Conflict exists in all situations where individuals and groups are in disagreement with eaeh other 

for whatever reason. This potential therefore, exists evecywhere, where two or more people are 
gathered together, a worl~ without differences and disagreements is inconceivable! 

THE CONFLICT PROCESS 

Conflict occurs at interpersonal level, and also between groups such as organizational departments. 

Much of this is also relevant to conflict between individuals. And when conflict begins-following 

events generally transpire: 

• "Winning" the conflict becomes more import.ant than developing a good solution to the 

problem at hand. 

• The parties begin to conceal infonnation from each other or pass distorted infonnation. 

• Each group becomes more cohesive. Deviants who speak of conciliation are punished and 

strict conformity is expected. 

• Contact with the opposite party is discouraged except under formalized, restricted conditions. 

• While the opposite party is negatively stereotyped, the image of one's own position is 

boosted. 

• On each side more aggressive people who are skilled at engaging in conflict may emerge as 

leaders. 

SOURCES OF CONFLICT iN ORGANIZATIONS 

Most organizational conflicts can be traced back to one or more of the following: 

1, Competition for resources and the basis on which this is conducted. 

2 Lack of absolute standards of openness, honesty. trustworthiness and integrity in general. 
Organizational behaviour and in dealings between staff, departments, divisions and functions, 
between different grades of staff and between seniors and subordinates; lack of murual 

respect. 

3. Lack of shared values, commitment, enthosiasm, motivation and low morale. 
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4. Unfairness, unevenness and inequality of personal and professional treatment, often linked 
to perception (and realities) of favouritism and scapegoating. 

5. Physical and psychological barriers, especially those between seniors and subordinates, 
and also those between departments, divisions and functions . 

6. Inability to meet expectations and fulfill promises; this is always compounded by the use of 
bureaucratic words and phrases. 

7. Expediency and short-tennism that interferes with, dilutes the results that would otherwise 
be achieved. 

8. The natw-e of work and its professional, expert and technical context. 

9. The strucrure of work, and the division and allocation of tasks and jobs. 

10. People involved, their hopes and fears, aspirations, ambitions, beliefs, anitudes and values. 

11. The presence of vested interests and pressure groups. 

Before taking up th.e organizational conflict in detail intra-individual conflict will also be taken into 
consideration . . 
There are three forms of intra-individual conflicts which can be analyzed in brief. 

I . 

\1. Conflict due to Frustration 

Frustration occurs when a motivated drive is blocked before a person reaches a desired goal. 
Frustration may lead to any of the defense mechanisms used by the human organism, mainly the 
four which are {a) Aggression, (b) Withdrawal (c) Ftxation, and (d) Compromise. 

2. Goal Conflict 
(a) Approach-approach conflict - where the individual is motivated to approach two or more 

positive but mutually exclusive goals. 

(b) Approach-avoidance conflict - the single goal contains both positive and negative 
characteristics of the individual. 

(c) Avoidance-avoidance conflict - where the individual is motivated to avoid two or more 
negative but mutually exclusive goals. 

3. Role Conflict and Ambiguity 

There are three types of role conflict. One type is the conflict between the person and the role. 

A second type is intrarole conflict created by contradictory expectations about how a given role 
should be played. 

Finally, inter role conflict results from the differing requirements of two or more roles that must be 
played at the same time. 

INTERPERSONAL CONFLICT 

According to Whetten and Cameron there are four sources of interpersonal conflict. 

l. Personal differences. Individual differences because of one's upbringing, cultural and 
family traditions, family background, education, ex,perience and values the difference can 
be a major source of conflict. 

2 Infonnation deficiency - lbis source of conflict results from communication breakdown in 
the organization. 

3. Role incompatibility - In today's inter-functional organizations, many managers have 
functions and tasks that are interdependent, and the ·individual roles of these managers 
may beincompatible. 

4. Environmental Stress • Stress from envirollll)ent can be due to scarce or shrinking resources, 
downsizing, co~petitive pressures and high degree of certainty. 
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P I • 
repare an ass1gnmenL on: 

I. Discuss the major fonns of conflict in organizations. 

2 What are the functional outcomes of conflict? 

3. What are the dysfunctional outcomes of conflicr? 

4, The difference between functional and dysfunctional conflict 

5. Characterize the different types of difficult people who may cause conflict at work. 

ORGANIZATIONAL CONFLICT 

Most organizational conflicts can be traced back to one or more of the following: 

l. Competition ~or resources and the basis on which this is conducted. 

2 Lack of absolute standards of openness, honesty, trustworthiness and integrity in general 
behaviour in the workplace, and in dealings between staff, departments, divisions and 
functions. 

3. Lack of shared values, commitment, enthusiasm, motivation and low morale. 

4. Unfairness, unevenness and inequality of personal and professional treatment often linked 
to perceptions (and realities) of favquritism and scapegoating. 

5. Physical and psychological barriers, especially those between seniors and subordinates. 
and also those between depamnents, djvisions and functions. 

6. Inability to meet expectations and fulfill promises; 

7. The nature of work and its professional, expert and technical context. 

8. The structure of work, and the division and allocation of tasks and jobs. 

9. People involved, their hopes and fears, aspirations, ambitions, beliefs, attitudes and values. 

10. The presence of vested interests and pressure groups. 

STRUCTURAL CONFLICT 

1. Hierarchical conflict - "There may be conflict between the various levels of the 
organizations. 

2. Functional conflict - Conflict between the various functional departments like production 
and marketing. 

3. Line-Staff conflict. 

4. Formal-Infonnal conflict - The infonnal organization's noons for perfonnance may be 
incompatible with the formal organization's norms for performance. 

SYMPTOMS OF CONFLICT 

L Poor communications between groups, individuals and the organization and its components. 

2 Poor intergroup relationships based on envy, jealousy and anger at the position of others. 

3. Deterioration of personal and professional reJationships. 

4. Increases in absenteeism, sickness, and labour turnover. 

5. Proliferation of rules and regulations covering especially the most minor areas of activities. 

6. Escalation of disputes and grievances arising out of frustration and anger. 

7. The growth of myths and legends via the grapevine. 

8. The decline in organizational, departmental, group and individual perfonn_ 

9. Disregard and disrespect for persons in other pans of the organization. 
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JO. Non-productive meetings between persons from different departments, divisions and funcciol15 

based on the needs of individual to defend their 9wn comer and protect what they have. 

These are the outward manifestations of organizational conflict. It is necessary to look more 
deeply for the causes of conflict rather than treating the symptoms. 

CAUSES OF CONFLICT 

The main causes of conflict in organizations are as follows: 

I. Differences between corporate, group and individual aims and objectives, and the inability 
of the organization to devise systems, practices and environments in which these can be 
reconciled and hannonized. 

2. Interdepartmental and intergi-oup wrangles overwhelmingly concerned with: 

(a) Territory - where one gi-oup feels that another is treading in an area that is legitimately 

theirs. 

(b) Prestige - one gi-oup feels that another is gaining recognition for efforts and successes 

that are legitimately theirs. 

(c) Poaching and theft - where one groop attracts away the staff of the other. 

3. The status awarded by the organization to its different departments, divisions, functions, 
groups and individuals. 

4. Individual clashes - both professional and personal - lead to conflict if the basis of the 

relationship is not established and ordered. 

5. Personality clashes. became seriously disruptive if allowed to proceed unchecked and if 
steps are not taken to ensure that there is a professional or operational basis on which 
relationships can be based. 

6. Conflict with the job held also occurs. This comes in the following fonns: 

(a) conflicts between job and job holder - This is largely related in the cases of expert and 

professional staff, to frustration in tenns of the ability to use expertise to the full; the lack of 
scope for professional development and advancement. 

(b) Conflict between job and organization - This concerns the relationship that exists between 
the two; the availability of opportunities, the extent to which these are offered. 

(c) Conflict between job holder and organization - This is the extent to which pay, supervision, 
management style and the work environment are suitable and effective. 

7. Lack of clarity of reporting reJationships causes conflict. 

8. Conflict also occurs where somebody works for two superiors. 

9. Hidden, secondary and paralleled agenda cause conflict. These proliferate where overall 
aims are not well or lightly drawn; where they do not, or are not able to accommodate those 

of the individuals involved, and where people feel that, even if they do well with the work, 
they are not likely to receive due recognition. 

JO. The issuing of differentials causes conflict. Difficulties here include company cars, company 
parking spaces, personal computers and fax machines, mobile phones, and other executive 
technology, the flexibility to work from home, personal secretaries and assistants. 

differentiated office furniture. Conflict is caused when the allocation of these elements is 
done (or seen to be done) from a point of view of patronage, prestige and status rather than 
operational necessity. 

MODES OF MANAGING CONFLICT 

Conflict expert Kenneth Thomas notes that there are several basic reactions that can be thought 

of as styles, strategies or intentions for dealing with conflict. As shown in the figure 64, these 



approaches to managing conflict are a function of both how assertive one is in trying to satisfy 
one's own or one's group's concerns and also how cooperative one is in trying to satisfy those 
of the other party or group. At the same time it is important to note that none of the five styles for 
dealing with conflict in the figure is inherently superior. Each style has its place given the 
situation in which the conflict episode occurs. 

Avoiding - The avoiding style is characterized by low assertiveness of one's own interests and 
low cooperation with the other party. Avoidance can provide some short-term stress reduction 
from the rigours of conflict, it doesn' t really change the situation. 

Assertive • 

Assertive ness 
(Attempting lo 
satisfy One' sown 
concerns) 

Unassertive 

Competing 

Compromise 

• 
Avoiding 

• 
Uncooperative 

Cooperativeness 

• 
Collaborating 

Accommodating 

• 

(Attempting tQ sathfy the other's concerns) 

Sowc,: no11141, K. W. (/992), C,,nflitt and ••totUUion proc1Jt11 In or,anit#lion1. In M.D. DHnlltt 4 L.M. Hou11t (£di./, Handbok of 

industrial and orgttniiotw"4l /f!f1l/to/ogy. 

Pou, Abo, CA : CoflSulting P1ycholo11i1ts Prus. 

Figure65: Approaches to managing organizational conflict 

If the issue is trivial, information is lacking, people need to cool down, or the opponent is very 
powerful and very hostile, avoidance might be a sensibl\! response. 

Accommodating - Cooperating with the other person's wishes while not asserting one's own 
interests is the hallmark of accommodating. 

Accommodating can be an effective reaction when one is wrong, tlie issue is more important to 
the other party, or one wants to build goodwill. 

Competing - A competing style tends to maximize assertiveness for one's own position and 
minimize cooperative responses. In doing so one tends to frame the conflict in strict wi.n-lose 
teons. Full priority is given to ones own goals, facts or procedures. 

The competing style holds promise when someone has a lot of power and you don't have to 
interact with the other party in the future. 

Compromise - Compromise combines immediate levels of assertiveness and cooperation. 
Thus it is itself a compromise between pure competition and pure accommodation. Compromise 
isn't so useful for resolving conflicts that stem from power asymmetry, because the weaker 
party may have little to offer the stronger party. It is a good fall-back position if other 
strategies fail. 

CoUaboratfon - In the collaborating mode, both assertiveness and cooperation are maximized in 
the hope that an integrative agreement occurs that fully satisfies the interests of both parties. 

It probably works best when the conflict is not intense and when each party has information that 
is useful to the other. 

Effective collaboration can take time and practice to develop, it frequently enhances productivity 
and achievement. Collaboration also helps to manage conflict within organizations. 
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Negotiation 

Negotiation can be defined as a decision making process among interdependent parties who do 
not share identical preferences. Negotiation is an attempt to reach a satisfactory exchange among 
or between the parties. Negotiation constitutes conflict management in that it is an attempt either 
to prevent conflict or to resolve existing conflict. 

It has become common to distinguish between distributive and integrative negotiation tactics. 

Distributive negotiation assumes a zero-swn win-lose situation in which a ftxed pie is divided up 
between the parties. If we can reexamine the figure 64, we can imagine that distributive negotiation 
occurs on the axis between competition and accommodation. 1n theory, the parties will more or 
less tend toward some compromise. 

On the other hand, Tntegrative Negotiation assumes that mutual problem solving can result in a 
win-win situation in which the pie is actually enlarged before distribution. Integrative negotiation 
occurs on the axis between avoirung and collaborating, ideally tending toward the latter. 

Distributive Negotiation 'tactics• Distributive negotiation is essentially a single issue negotiation. 

Threats and Promises - ThreatS consist of implying that one will punish the other party if he or she 
does not concede to one's position. 

Promises are pledges that concessions will lead to rewards in the future. 

Threat has some merit as a bargaining tactic if one party has power over the other that co1Tesponds 
to the nature of the threat, espe.c;ially if no future negotiations are expected or if the threat can be 
posed in a civilized and suitable way. Promises have merit when one side lacks power and 
anticipates future negotiations with the other side. 

Firmness Vs. ~ oncessions - When one sticks to one's target position, offers few concessions 
and wait for the other party to give in - research shows that such a tactic is likely to be reciprocated 
by the other party, thus increasing the chances of a dead-lock. 

Persuasion - Verbal persuasion or debate is common in negotiations. Verbal persuasion is an 
attempt to change the attitudes of the other party toward one's target positions. The obvious 
problem in distributive negotiation is bias - each party knows the other is self interested. 

Integrative Negotiation Tactics - Integrative negotiations require a degree of creativity. 

Framing differ:ences as opportunities• Diffe.rences in the preference serve as a basis for integ('lltive 
agreements because tbey contain ioforroation that can indicate each party's real interests. 

Cutting Costs - Integrative solutions are especially attractive when they reduce costs for all 
_parties in a dispute. For example, firms in the computer and acoustics industries have joined 
together to support basic research on technology of interests to all firms. Thi~ reduces costly 
competition to peJ.fect a technology that all parties need anyway. 

Refer to the text and prepare the report on : 

l. What defense mechanisms do people use in interpersonal conflict? 

2 What are the advantages and disadvan.tages of conflict? 

3. Identify and discuss the styles of conflict management 

4. What are the principles of successful negotiation? 

5. What other steps might organizations tak;e to manage the stress caused to managers 
who "survive" a downsizing effort but must fire people? 

INCREASING RESOURCES 

Introducing superordinate goaJs - Superordinate goals are attractive outcomes that can be achieved 
only by collaboration. Superordinate goals probably represent the best example of creativity in 
int~grative negotiation because they change the entire l;in<i~cape of the negotiation episode. 



Third party involvement-Sometimes, third party comes into play to intervene between negotiating 
parties. Often, this happens when uie parties reach an impasse. 

(a) Mediation· The process of mediation occurs when a neutral third party helps to facilitate a 
negotiated agreement. Research shows that mediation has a fairly successful track record 
in dispute resolution. 

(b) Arbitration• The process of arbitration occurs when a third party is given the authority to 
dictate the tenns of settlement of a conflict. In conventional arbitration, the arbitrator can 
choose any outcome, such as splitting the difference between the two parties. In final offer 
arbitration, each party makes a final offer, and the arbitrator chooses one of them. One of 
the most commonly arbitrated disputes between employees and employees is dismissal for 
excessive absenteeism. 

FINAL WORDS ON NEGOTIATION 

Interests vs. Positions - In negotiating, it is critically important to try to stay focused on widerlying 
interests, not just on stated positions. 

Credibility • Negotiator credibility is important in all forms of negotiations. In distributive 
negotiations, credible negotiators are viewed as good persuaders and as being capable of following 
through on threats and promises. In integrative negotiations, putting hlgh quality information on 
the table is a key source of credibility 

Maintaining face - Good negotiators avoid personalizing the problem, try to have some empathy 
for their counterpart, and avoid passing gratuitous insults. Causing the opponent to lose face will 
damage the chance of a resettlement. 

Constituency Effects • Negotiators who negotiate for a constituency (such as their department) 
should be aware that their constituents can stimulate competitive bargaining and an escalation of 
conflict between the parties. · 

In everyday life there has traditionally been an emphasis on the negative, dys-functional aspects 
of conflict. Fwictional conflict rests mainly on the idea that it promotes organizational change. 

It can be put like this: 

Conflict ~ Change ~ Adaptation➔ Survival 

In other words, for organizations to survive, they must adapt to their environments. This requires 
changes in strategy that may be stimulal.ed through conflict. In a related way► conflict might 
promote change because each party begins to monitor the other's perfonnance more carefully. 
And also conflict may promote useful change by sjgnaJing that a redlstribution of power is 
necessary. 

The current view is that conflict is inevitable and that it is potentially present in all human 
relations and activities; this includes work. In organizations, it is detennined by physical layout, 
physical and psyc.hological distance, inter-group relationships, hierarchies, technology, expertise 
and by the interaction of individual group and organizational aims and objectives. 

SUMMARY 

Many people automatically assume that confiict is related to lower group and organizational 
performance. The dynamics of interactive behaviour at individual, intexpersonal, group and 
organizational levels, and the resulting conflict, play an increasingly important role in the analysis 
and study of organizational behaviour. 

Conflict can be either constructive or destructive to the functioning of a group or unit. Inadequate 
or excessive levels of conflict can hinder tbe effectiveness of a group or an organization, resulting 
in reduced satisfaction of group members, increased absence and turnover rates, and eventually 
lower productivity. When conflict is at an optimal level, camplacency and apathy should be 

minimized, motivation should be enhanced through the creation of a challenging and questioning 
environment with a vitality that makes work interesting. 
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Different modes of resolving conflicts should be used in different situations. Competition can be 
used when quick decisive action has to be taken. Collaboration can be ach.ieved to find an 
integrative solution. Jn the case of trivial issues avoidance can be used. Accommodation can be 
used -,v!:.::n harmony and stability are especially important. Compromise caa be used when goals 
are important but not worth the effort of potential disruptions of more assertive approaches. 

Negotiation was shown to be an ongoing activity in groups and organizations. Distributive 
bargaining can resolve disputes but it often negatively affects one or more negotiator's satisfaction 
because it is focused on the short. term and is confrontational. Integrative bargaining, in contrast, 
tends to provide outcomes that satisfy all parties and to build a strong Relationships. 

And in the end the most important thing one has to understand is that: 

Conflict➔ Change ➔ Adaptation ➔ Survival 

In other words for organizations to survive. they must adapt to their environments. The current 
view is that conflict is inevitable and that it is potentially present in all human relations and 
activities; this includes work. 

KEYWORDS 

ConOict: Conflict exists in all siLUations where individuals and groups are in disagreement with 
each other. 

Frustration: Frustration occurs when a motivated drive is blocked before a person reaches a 
desired goal. 

Approach -Approach conflict: When the individual is motivated to approach two or more positive 
but mutually exclusive goals. 

Approach - avoidance: The single goal contains both positive and negative characteristics of the 
individual. 

Avoidance~ avoidance conffict: When the individual is motivated to avoid two or more negative 
but exclusive goals. 

Orgnaisatiooal conOict: Conflict arise due to roles or factors in the organsiation. 

Role antiquity: Conflict in the organization due to role not clear in the organization. 

Negotiation: Negotiation is an anempt to reach a satisfactory enhance among or between the 
parties. 

REVIEW QUESTIONS 

L What is the difference between functional and dysfunctional conflict? What determines 
functionality? 

2 Under what conditions might conflict be beneficial to a group? 

3, What are generally the causes of conflict? 

4. Please identify and briefly elaborate various modes of managing conflict 

5. From your own experience, describe a situation you were involved in where the conflict was 
dysfunctional. Describe another example from your experience where the conflict was 
functional. Now analyze how other parties in both conflicts might have interpreted the 
situation in terms of whether the conflicts were functional or dysfuncticmal. 

6. What can you do to improve your negotiating effectiveness? 
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Cue Study 

GREENFIELD GENERAL HOSPITAL 

Greenfield General Hospital is located in an urban community. 1t serves large portion of the 
surrounding area and is usually operating at or beyood capacity. 

The formal hierarchy runs from the supervisors (a registered nurse) to registered nurses (RNs) 
to licensed practical nurses (LPNs) to students and nurse a.ides. Professionally there are iome 
duties that are supposed to be performed only by the RNs; these are spelled out in the hospital 
manual. lo practice, however, the LPNs do much of the work that is supposed 10 be done only 
by RNs. The RNs an: happy with this because they are very busy with other duties, Over a long 
period of time, lbe RNs and tbe LPNs have worked out bow to get the required tasks done quite 
efficiently, without think ing of whose Job it is supposed 10 be. The hospital is no rmally so 
crowded that , even with everyooe performing all types of work, there never seems to be enough 
time or enough help. 

A current sticky point io the hospital is vacation privileges. They are different for the variou.s 
groups of nurses. RNs receive two weeks vacation offer nine rnonths on the job while LPNs 
must work at Greenfield for ten years before being e ligible for the second week of vacation. The 
LPNs believe that this is eX:lremely unfair and have been trying to have the privileges 
somewhat more e<J ualized. Their efforts have met with tittle co-operation and no success. The 
hospital administration bas simply told them that the vacation privileges are those stated in 
the hospital manual and that they see no need to cban_ge them. 

This ls when the difficuJties started; The RNs have more work thao they can handle, and the 
LPNs are just as busy only doing their "prescribed" dulies. Both are exerting as much effort as 
before, but less is being accomplished because of the need to jump around from place to place 
aod job to job to work strictly according to the manual. An example of t.ftis is taking doctor's 
orders by telephone. When doctors phone in the type of treatment that a patient is lo receive 
- medicines, times for dispensing such, diet, and so forth •the manual prescribe-s that the order is 
to be taken by an RN. However, in practi~e whoever was nearest the phone would take the 
order. If an LPN took the order, sbe had it signed by the supervisor as a safeguard. This saved 
the time and effort involved in geuing ao RN to the phone for every order. Now, however since 
they are working according 10 the manual, the LPNs refuse to take the doctors' orders. They 
call for an RN when a doctor is on the phone. The RN bas to leave 1be work she is doing, go 10 
the phone, take the order, then go hack 10 her unfioished work. This procedure wastes Lhe time 
of the doctor, the RN, and the persoo who hap to locate the RN. Going by the book has raised 
hostile feelings amon_g both groups of nurses and among the doctors who work on the noor. 
Many believe this has led to a reduction in tbe high quality of patient care. 

The RNs complained to the hospital administration more vehemently than ever about befog 
understaffed. Tbey felt that there should be more RNs on every floor on every shift. The 
shortage was especially acute at night when unfamiliarity with individual patients often lead to 
mix- ups in the treatments. 

The ill feelings led the nurses to a rgue among themselves, Tbe LPNs felt 1ha1 they were always 
doiog more work than the RNs, that they spent more time with the patients because Lhe RNs 
had more to do at the desk, aod that they know more about treatments because they more often 
accompanied doctors on their rounds. They now voiced these opinions. Tbe RNs argued that 
they were superior because of their longer and more extensive formal training. 

All these factor combined to bring about a tremendous drop in morale and a mar.ked decrease in 
efficiency. and the conflict was in danger of spreading 10 dte other noors in the hospi tal. 

Questions 

I . Why is there such conflict be1weeo. these groups? 

2 . What are the consequences of this cooflic1? 

3 . What might be done to 11llevia1e the problem? 
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