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UNIT-1

MANAGEMENT SYSTEMS AND PROCESS

- LEARNING OBJECTIVES

1 .0_ Introduction

1.1 Definition of Management

1.2 Nature of Management

13 Management — A science and an Art
1.4 Management - An Emerging Profession
1.5 Management vs Administration

1.6 Functions of Management

1.7  Significance of Management

1.0 Introduction

Management is applicable everywhere and has become the key to success in the
modem world. Every organization requires making of decisions, coordination of
activities, handling 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 farm management, management of health delivery
systems, school management, public enterprise management. marketing management,
production or operations management and others. All have certain elements in
common. This book summarizes some of the essential concepts and techniques of
management that are fundamental to various applications.

Change is an important feature of modern organizations which are managed as open
systems. Significant changes take place frequently in the economic, technological,
political and social environment of modern 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 opportunities 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.

1.1 Definition of Management

It is very difficult to give a precise meaning of the term ‘Management’. In the
management literature, we find a large number of definitions of management given
by different authors. However, the different viewpoints may be classified into the
following categories, namely:

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

(iiy Management as a process.
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{(iii} Management as a group of managers.

{iv) Management as a discipline

Management as an Art of Getting Things Done

Mary Parker Follect detined management as “the art of getting things done through
others”, This delinition emphasizes that the managers achieve orranizational
ohijectives by getting work dong through the workers. It represents the traditional
view of management under which workers are reated a5 a factor of production only.
This definition is ingomplete in the present context. Its deficiencies are as follows:

{1} ‘l'his definition i vague as it does not idemify the fuactions which a manager
has to perform to get results from others.

{2y It gives the impression of the manipulative character of the prictice of
management.

{31 The employees are merely treated as means for getting results, In other words,
their position is like a cog in the wheel. This definition ignores the needs of the
workers and does not offer them human treatments.

The congept of geting things done through athers further depicts that managemcent is
a sort of ‘one-way’ traffic. The workers arc supposed to do whatever they are told
and they have no say in the organizanon. Such a vicw cannot be avcepted, particularly
when the couployees are educated and have faith in democracy. Therefore, the
employees should not be treated as mere commodity or means o achieve certain
ends. Their needs and aspirations should he given proper consideration. They must
be satisfied to ensure their maxirnum contribution for the realization of organizational
objectives.

Thus, management is certainly more than just geting things done through others, It
may bc viewed as a technique of getiing things done through others by satisfying
their needs and providing them opportunities for growth and advancement. It i3
appropriate to quote Harold Kooniz who defined management as “the art of getting
things done theoegh and with people n forrmally ¢rganized groops. It is the an of
cieating an environment in which people can perform as individuals and vet cooperate
towarda 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 operdte purposive prganizations through systematic, coordinated
and cooperative human effort”. This definition gives us an idea about what the
tnanagers do, though it does not lay down the exact nomenclatres of the various
functivns of management.

Henri Fayol viewed manegement as a process consisting of five functions which
every manager performs. *“To manage is to forecast and pian, to organise, to command,
to coordinate, and to control”. However, modem anthors do nol view coordination as
a separatc function of management. They consider it as the essence of managing.

The process of menagement ivolves the determination of objectives and putling
them into action. In the words of George R. Terry, “Management ig a distinct process
consisting of activities of planning, organizing, actuating and c¢ontrolling, performed
to determine and accomplish stated objectives with the use of human beings and
other resowrces”. This definition clearly identifics four Munctions of management.



But modern trend is to classify managerial functions into five catcgories,

viz.,

(i} planning, (i) organizing, (iii) staffing, (iv) dirscting {actvation ur leading)

and {¥} controlling. As shown in Figurel, the six Ms, i.e., men and women (human
resources), materials, machines, methods, money {capits}) and markets are utitized
by the management to produce the goods and services desired by the society.

1.1.3 The elements or functions of management are stated as follows:

(i)

{i1)

{iii)

(iv}

(v}

Flgnning: It means determining the objectives of the unir or activity. It also
involves deciding in advance as to what is to be done, how and when.

Organizing: It refers to identification of activities to be camied oul, grouping
of similar activities and creation of departments. Organization also leads to
creation of authority and responsibility relationships throughout the enterprise.

Staffing. It involves manpower planning, employment of personnel and their
training. appraisal, remuneration, etc.

Directing: 1L is a very broad function concemed with the interpersonal relations,
It includes communication with subordinates, providing them leadership and
also. motivating them.

Conirelling: It refers to comparing the actual performance with the plans or
standards. Corrective steps are taken when the actual performance is not up to
the mark.

Tnypurty kianagemeni Funclions : ObpecTivies
{The Six Ms} ————"" {The Process of Management} (End Resulls)
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Figure 1: The management process

1.1.4 Why is Management called a Process

Management is called & process becanse 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 conirolling. When a
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Flgure 2: Managernent as a contlnious process
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1.1.5

1.1.6

manager reaches the last spent, viz., control, his job does not end here. He will again
start with planning on the basis of his observations and experience and his projection
about the future. One can’t say that a manager will organise only when the job of
planning is over or will direct only when the stage of organizing is complete. In practice,
a manager has to perform these functions simultaneously to achieve the desired
objectives. Thus, management is a never-ending 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 again start with planning on the basis ol his past observations and
experience alongwith his projection about the future.

{(ii) 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 of
management. Every manager has to perform these functions simultaneously to
achieve the objectives of his unit.

Management as a Group of Managers

The term ‘management’ is frequently used to denote a group of managenal 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 2 manager performs the managerial functions,
he 15 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 determination, strategic planning, policy formulation and overall
control of the organization.

Management as a Discipline

Management has been widely recognized as a discipline or field of study. It is taught
as a specialized branch of knowledge in educational institutions. 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, Sociology, etc. After obtaining a diploma or degree in
management, a person can try for a managenrial 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’. It is regarded as an art because the performance of managerial functions
requires certain skills which are a personal possession. Management is recognized 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 discipline. 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.



1.2 Nature of Management

Management is adistinct activity having the following salient J2atures or characteristics:

I.

P

Economic Resource: Management is an important economic resource together
with land, labour and capital. As industrialization grows, the need for managers
increases. Efficient inanagement 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. Inputs of fabour,
capital and matenials do not by themselves ensure production, they require the
catalyst of management to produce goods and services required by the society.
Thus, management is an essential ingredient of an arganization.

Goal Oriented: Management is a purposeful activity. 1t coordinates the efforts
of workers 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 well defined and properly
understood by the managers at various levels.

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

Integrative Force: The essence of management is integration of human and
other resources to achiweve the desired objectives. All these resources are made
available to those who manage. Managers apply knowledge, experience and
management principles for getting the results frem the workers by the use of
non-human resources, Managers also seek to harmonize the individuals goals
with the orpanizational goals for the smooth working ot the organization.

Intangible Force: Management has been called an unseen force. Its presence is
evidenced by the result of its efforts - orderliness. informed 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, aithough, they
can’t observe it during operation.

Results through Others: The managers cannot do everything themselves. They
must have the necessary ability andskills 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, principles and techniques which have wide
applications. So it is treated as a science. The application of these concepts,
principles and techiigues requires specialized knowledge and skills on the part
of the manager. Since the skills acquired by a manager are his personal
possession. management is viewed as an art.

System of Authority: Management as a teamn of managers represents a systeimn
of authority or a hierarchy of command and control. Managers at different levels
possess varying degrees of authority which gets gradually reduced as you go

Managenient Systems and Process
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down in the hierarchy. Authority enables the managers to perform their functions
effectively.

9.  Muitdisciplinary Subject: Management has grown as a field of study (i.e..
discipline) taking the help of so many other disciplines such as Engincering.
Anthropology, Soctology and Psychology. Much of the management literature
1s the result of the association of these disciplines. Fuor instance, productivity
orientation drew its inspiration from Industral Engineering and human relations
orientation from Psychology. Similarly. Sociology and Operations Research
have also contributed to the development of inanagement science.

10.  Universal Application: Management is universal in character. The principles
and techniques of management are equally applicable in the fields of business,
education, military, government and hospital. Henri Fayol suggested that
principles are working guidelines which are flexible and capable of adaptation
by every organizition where the efforts of human beings are to be coordinated.

1.3 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 organized body of knowledge by the management
practitioners and scholars. This organized body of knowledge has its own distinct
boundaries and fields of activity. Its study helps in gaining a rational approach to the
development of means tor accomplishing certain goals. That is why, manage ment 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. I ix u 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:

(iy Itshould have a systematized body of knowledge inciuding concepts, principles
and theortes.

(i1) It should have a method of scientific enquiry.

(iii) It should establish cause and effect relationships.

{iv) ls principles should be verifiable.

(v) 1t should ensure predictable results.

(vi) It should have universal application.

It can’t be denied that management has a systematized hody of knowledge pertaining
to its field. But management is not as exact a sctence us other physical science like
Astronomy, Physics, Chemistry, Biology, etc., are. The main reason for the inexactness
of science of management is that it deals with the pevple and it is very difficult to
predict their hehaviour accurately. Since it is a social process, it falls in the area of
“Social Sciences”. Management is a universal pbenomenon, hut its theories and
principles may produce different results in different situations. Management is a



behavioural science, Tts principles and theories are situation bound because of which
their applicability does not necessarily lead 10 the same results every time, That is
why, Eamest Dale has called management a ‘soft’ science.

Asan Art

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

(1) It denotes personal skills in a particuler field of human activiy.
{ii) 1t signifies praciical knowledpe.

(iii) It helps in achieving concrete resulls,

fiv) T is creative in nalure.

Every manager has to apply certain knowledge and skills while dealing with the
people to achieve the desired resulis. Management is one of the nuost créative arts as
it requires a vasl knowledge and certain inpovating, initisting, implementing and
integrating skills in relation w goals, resources, iechnigees and results. Welding and
moulding the hehaviour of people at work towards achievement of cortain goals in a
changing environment is an art of the highest order. As an art, management calls for
& corpus of abilities, skills and judgement and a contineous practice of management
coneepts and principles.

A manager i5 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 & manager if he does not have the skills to apply the knowledge of
management. Thus, managing does involve the use of know-how and skills for the
achigvement 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 that management is both a science and an art,
Il is considered & science because it has an organized body of knowledge which
conteins certain upiversal tniths. It is also called an urt because managing requircs
certain skills which are the personal possession of the munagers.

Science provides the knowledge about centain thimgs and art teaches to do certain
things by the application of knowledge and skills. For instance, a medical doclor
acquires the knowledge in chemistry, biology and anatomy, but the knowledge dues
not make him a good physician. He has to apply his knowledge intelligently. His skill
in perceiving how and when to nse his knowledge is very important to make him a
good physician. Similarly, & manager to be sucoessful must actyuire the knowledge of
science of management and also leamn 1o apply this Kknowledge. A manager should be
an applied scientist. He should possess not oaly specialized knowledge of management,
but also the skill Lo put his knowledge into practice. Just as a doctor uses his knowledye
to cure his pabents, a manager should use his knowledge to solve the problems in
managing men, maierials, machines, methods and money.

1t has been aptly remarked that management is the oldest of arts and youngest of
sciences. Menagement is az old as the civilization. Buot its emergence as a scientific
field of enguiry is comparatively new.

Management Systets and Proscss
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1.4 Management — An Emerging Profession

ke professionals enjoy high status in every society. Individvals desitc to juin 4 profession
like medicine, chactered acconntant, engineecing und law. There has been a growing
trend towards professionalisation of management, primarily, hecause of the desjrce of
business leaders for social status and recognition,

A protession may be defined as an occupation backed by spacialized knowledge and
training, whose cede of conduct is reguluted by « professional budy and which is
duly recognized by the seciety. The basic requirements of a professioa are as tollows:

i

6.

Knowledge: A substamial and cxpanding body of koowledge @nd intormation
in the concerned field.

Compstens Applicatier: Skilled and judicious utilization of knowledge in the
solotion of complex and important problems. This requires edncation and training
in the specified field.

Professiomal Body: Regulation of entry into the professiop and conduet of
members by the representative hody.

Self Control: An established code of conduct enforced by the profession’s
membership.

Social Responsibility: Primarily motivated by the desice to setve others and the
coamunity.

Community Approval: Recognition of professional status by the society.

Dots management satisfy the tests of a profession? The application of the above
(ests ot critenia t0 management is examined below:

®

(i)

(iit)

(iv)

Specialized Knowledge: There exists a rapid expanding body of knowledge
undeslying the ficld of management. Siace the beginning of this century, many
thinkers on maoagement have contributed to the field of management. Now we
have systemstic body of knowledge that can he used for the development of
managers. Management is widelytaught in the universities and other educational
institutions as 4 discipline.

Competens Application—-Education and Training: MBAs are generally
preferied for managerial jobs, though MBA degree is not necessary to enter
this profession. Persons with degree in psychology, engineering, etc., can also
take up maaagerial jobs. Thus. there are no standard gualificanons for masagers.

Managerial Skifls can’t be Learnt by Trial and Error Method: To be a
successful manager, it is essential 1o acquire management skills through formal
education ang training. Many iastitutes of ranagement have been functioning
in India and other countries which offer MBA aad other courses in management.

Professional Body: For the regulatien of any profession, the existence ot a
representative body is a must. For example, the Institute of Chartered
Accountants of India lays down the standards of education and training for
those who want (o enter the accounting profession. Some Organizations such as
the Indian Management Association and the Al} India Management Assaciation
have been sel up in India. But aone of these bave any legal authority 10 prescribe
minimum qualifications for taking bp managerial posts or to regulate the conduct



(v)

{vi)

of managers as is the case with the Medical Council of India and Bar Council
of India.

Self-Control or Code of Conduct: Every profession must have a code of canduct
which prescribes norms of professional ethics for its members. But there is no
universally accepted code of conduct for the practising managers. The All India
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.

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, elc.

(vi1) Society’s Approval: The managers of modern organizations enjoy respect in

the society. There is typically a posilive 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)

(it)

{1ii)

Though management has a weil defined body of knowledge, it is difficult to say
whether management meets the criterion of competent application. It is not
obligatory to possess 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 1n management are also
getting imponance day by day in the industrial world.

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 praclicing managers.

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 does 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 supponied by a well-defined body of knowledge
that can be taught and leamt,

® Management of modern organizations requires competent application of
management principles, techniques and skiils. 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,

Managemenl Sysiems and Progess
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Student Activity 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.

141 Professionalisation of Management in India

There is a strong case for professionalisation of management in India because of the
following 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.

(i1i) Professionalisation would help in regulating the conduct of professional
managers. This would strengthen ethical practices by the organizations.

(iv) Professionalisation of management would improve the status and prestige of
managers. It would remove the impression that managers are interested only in
maximising wealth of shareholders. They would be scen as catalyst of change
in the economy.

(v) Business environment in future will be more challenging 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 perform 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

{ trade union movement, increase in literacy level of the worker, and increasing
participation of Government in business. 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 lor professional managers. Even the owner-managed companies
and other enterprises employ professional managers because of the specialized
knowledge required 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.

It 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 professional journals inviting the practising managers or executives to participate
in such programmes. The fee is within the range of ¥ 20.000 to ¥ 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 difficult to say that the
participants and their organizations are really benefited from the so called Executive
Development Programmes. The ‘five star culture’ has evolved at the cost of the
shareholders, workers and customers of big business houses in the name of
professionalisation of management.

1.5 Management vs Administration

There has been some controversy over the use of the terms ‘management’,

‘administration’ and ‘organization’. At the outset, it may be pointed out that -

organization is a narrower term as compared to the management process. The
organization function of management deals with the division of work among
individuals, creation of structure of relationship in terms of authority and responsibility
and laying down the channels of communication.

A debate is very often raised 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 terms. American authors 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 terms. Thus, the debate over the
use of the terms management and administration has given rise to three viewpoints:

1.  Administration is a higher level function concerned with the determination of
policies whereas management with the implementation of policies.

2. Management is a generic term and includes administration.

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

|.  Administration is a Higher-Level Function: The first viewpoint considers
administration as a determinative functionand management as anexecutive function.
William Newman, William R. Spriegel, Oliver Sheldon and Ordway Tead believe
that administration involves the overall setting of major objectives, determination
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 human efforts with a view to getting
things done. Thus, it could be said that administration, by and large, is more
determinative, whereas management, by and large, is essentially executive.

Management Systems and Process
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2. Management is a Generic Term: The second viewpoint regards management
as a generic term including administration. According to Brech, “Management
is a social process entailing responsibility for the effective and economical
planning and regulation of the operation of an enterprse in fulfillment of a
given purpose. Administration is 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 administration as a part of
management. Kimball and Kimball also subscribed to this view. According to
these management scientists, ‘management’ is pul at the same pedestal at which
Spriegel, Oliver, Sheldon, Shulze and Ordway Tead have put *Administration’,
Thus, the first and the second viewpoints are exaclly opposite to one another.

3. Management and Administration are Synonymous Terms: The modern
viewpoint is that there is no distinction between the terms ‘management’ and
‘administration’. Usage also provides no distinction between these terms. The
term ‘management’ 1s used for higher executive functions like determination of
policies, planning, organizing, directing and controlling in the business circles
while the term ‘administration’ is used for the same set of functions in the
Govemment circles. So there is no difference between these two lerms and Lthey
are often used interchangeably.

The distinction between management and administrauon 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 o demarcate between the so-called
administrative and managerial functions because the same set of persons perform
these functions.

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

Figurel shows that every manager spends a part of his time in performing
administrative management functions and the remaining time on operative
management funchions. 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, coordinating and control functions of management for the achievement
of organizational ohjectives. This approach of viewing the ‘management’ is more
practical because we do not need two groups of people to discharge administrative

| Tup klsnagement
i Middle Manugement

i Lavwer Muanagement

Figure 3: Management and administration



Box 1: Difference between Management and Adisuesistration

Basrs Management Administration
. Mcaning Managenment means getting the Administranion is concerned with the
work dome through and with formulotion of aobjectives, pians and
athers. policies of e orgunisation.
2. Nature of Wark Muanagement refers L execution Administration relates to decision l

of decisivons, 1t is a doing function. | making. [t is a thinking function

3. Decision making Management decides who shall Administration delermines what 15 to
impiement the adiministrative be done and when it is to be done.
decisions,

4 Status Maaagement s relevant al lower Adminisiralion refers 10 higher levels
levzls of manugement. of muoagement

5  Usage of Term The teem "management’ is wid- The term “administration’ 15 often
ely used 3n business ofganisat- associated with government offices,
ions in the private sector. public sevior and non-business

organisations.

and operative managemecnt functions. In fact. every manager performs all the
managerial functions though emphasis is different at varicus levels.

Student Activity 2

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

1.6 Functions of Management

Management of a modem business enterprise is a complex process. It is very difficult
to understand the real nature of this process without studying its various facets. In the
process of managing. a inanager performs various functions for the achievement of
pre-determined objectives. Many authorities and scholars on management have
discussed the functions of management. But there is no unanimity among thermn about
the nomenclatures of the functions of management.

It was Henni Fayol who gave for the {irst time a functional definition of management,
According to him, ~To manage is to forecast and plan. to organise, to command, to
coordinate and to control”, Thusy, fayol analyzed the following five functions of
management: (i) Forecasting and planning. (ii) Organizing, (iii) Commanding,
(iv) Coordination. an« (v) Control.

Raiph Davis classitied managerial functions into three categories, viz., planning,
organizing and contral. He was of the view that command and coordination facilitate
contro! and, therefore. should be considered as parts of il. However, some authors
argue that coordination is not a separate function as it s the essence of management.

Luther Gulik coined the word ‘PODSCORB’ 1o describe the functions of management.
This word is made up of the initials of following functions. namely. (i) planning, (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. But 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 centain functions exist.

Management Sysiems and Process
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Joseph Massie prescribed a list of seven functions of management, namely, decision
making, orgamzing, 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 following
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 functions of management is that
different authors discussed them by studying different organizations. Even if we accept
any one of these classifications, it should be kept in mind that these functions are not
independent and they frequently overlap each other. However, 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 intellectual faculties, foresight and
sound judgement. It is the determination of a course of action to achieve the desired
result”. It is the selecting and relating of facts and the making and using of assumptions
regarding the future in the visualization and formation of proposed activities believed
necessary to achieve desired results. It invelves deciding in advance what to 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 tuking 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. It is g pre-
requisite to doing anything. Systematic planning is necessary for any business activity,
otherwise it will be done in a haphazard manner. Proper planning is 4 must to ensure
effective utilization of human and non-human resources to achieve the desired goals.
It has to be done at ail levels of management. The process of planning involves the
following steps:

(i) determination of goals or objectives of the enterprise

(i1) forecasting of future environment

(ii1) 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-determiced objectives. Organization
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
the 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 (hem among the individuals and creating
authority and responsibifity relationships among them for the accomplishment of
organizational ohjectives”™, Thos, organizing involves the determination of activities
to be performed, grouping them and assigning them to variows individuals and creating
a structure of authority and responsibifity among the individuals 10 achicve the
organizational goals. Organization involves the following steps:

iy Identification of activitics required for the achievement of ohjectives and
implementation of plans.

(ii} OGrouping of activilies 8o as to create well defined jobs.
(iii' Assignment of jobs to employees.
(iv) Delegation of avthority to subordinates.

{v) Establishment of authority-responsibility relationships through out the
prganization.

Staffing

The siaffing function of monagement pertains to recruitiment, selection, waining,
development, and appraisal of personnel. There is a controversy whether staffing isa
function of every manager in the organization as there is a specializing personnel
department in every organization. Since every manager is concerned with managenment
of human resources, e must perform the s1affing function. In fact, every reanager is
associated with the employment, training and appraisal of human resources. The
- personnel department is set up to provide the necessary hielp to managers in performing
their staffing or perscnnel function efficiently.

Some suthors do mA view staffing as a separate funclion of management. They arpue
that it is part of organizing since il involves manning the positions created by organtzation
process. Tt is also viewed by some &g a part of direction as staffing activities are closely
relaied Lo leadership, commumnication and motivation. However, in this beok, staffmg
has been talcer ay a distinet function in view of the need to employ nght type of people
and to train and develap them for the well-being of the organization.

Directing

The tenn *directing’ or ‘direction’ is generally uscd in every walk of life. It has got a
wide interpretation these days. It is no more restricted to ‘commandiag’ as viewed by
Henri Fayol. Tn the words of Marshall, “Directing involves determining the course,
giving orders and instructions and providing dynamic leadership™. Tt relates to those
activities which deal directly with influencing, gniding, supervising and motivating
subordinates in their jobs. Thus, this function does not cease with mere issuance of
directives. According to GR. Terry, “'Directing means moving to action and supplying
stimulative power to group of persons”. Thus, directing invoives issuing instructions
{or communication) to the subordinates, guiding, motivating and supervising them.
These sub-funictions of diresting are discussed helow:

a)y Commuanication; Communication is the process of passing information and
understanding from ong person to another. This process is necessary for making
the subordinates understand what the management expects from them. A
ranager has always to tel! the sobordinates what to do, how to do it and when
tv do il. He has to create an understanding in their minds with regard to these
things. Communication is a two-way process. A manager to be successful muost
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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 perform the function of leadership if he is to
guide the people effectively for the achievement utf organizational ohjectives.
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 1f he has to get others to follow him and accept his directions.
He should also build up confidence and zeal to work alongwith the subordinates.

(¢) Motivation: A manager can get the desired results tfruim the people working in
the organization through proper stimulation or motivation. Motivation means
inspiring the subordinates with a zeal to do wurk for the accomplishment of
organizational objectives. Motivation of subordinales is necessary for getting
voluntary cooperation of the subordinates. Difterent 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
performance of subordinates against the pre-determined standards. E.F.L. Brech
defined control as the process of checking actual performance against the agreed
standards with a view to ensuring satisfactory performaice. Fayol viewed control as
verifying whether everything occurs in conformity with the plans adopted, the
instructions issued and principles established. Controlling leads to taking corrective
action if the results do not conform to plans.

The process of control involves the foliowing steps: |

(i) Establishment of Standards: The management must establish standards with
which the actual pesformance of the subordinates will be compared. The
standards of performance should be laid down in unambiguous terms and should
be understood by everyone in the establishment.

(ii) Measurement of Performance: The actual performance of each unit and
employee has to be measured in terms of guantity, guality, 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 brixught to the knowledge
of the management

(iv) Taking Corrective Action: When the deviations from the standards are reported
1o the management, it must take corrective action so that such deviations do not
occur again. While taking corrective steps, management should also consider
the improvement of plans and standards.

1.7 Significance of Management

There is no substitute for management in modern organizations. As remarked by
Perter F. Drucker. “Munagement is the dynamic. life-giving element in every business.
Without it the resoutces of production remain resources anid never become production”,



An organization may bave raw maserials, machines. hunwm resources and other factors,
but these can't produce want satisfying products unless they are etticiently managed.
Managers act as catalyst to make productive use of various resources for the
accomplishment of organizationgl objectives,

Managing is an essential activity in every sphere of organized actvity. The efficient
managcment of human and physical resources is essentia; for the achievement of
objectives of any group. Management pervades virtually every aspect of organized
life. It 1= a process of wking certain decisions and putting them Into action.

Both these activities, j.. deciding and doing, are very important in every field of life.
The significance of masagement will be imore clear by going through the following
points:

L.

Determination of Objectives: The objectives of any orprnization are determined
by the management. They are put into writing and communicated 1o all employees
in the organization. No organization can succeed in its migsion unless its
objectives are identified and well defined.

Achievement of (bjectives: Management is an important force for the
uccomplishment of the objectives of any group. The 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
ohjectives of the enterprise and those of the individuals comprising it. They

direct and coerdinate the activities of individuals in the vse of physical resources.

for the achievement of pre-determined goals.

Efficient management provides leadership to the husiness and helps in achieving
ils objectives. Managing is no more restricted to the mere exercise of authority;
it nlso involves scientific (hinking, deciding and thoughtful organization,
direction and control to ensure betler results.

Efficient Use af Resources: The role of professional managers has increased
these days. They can ensure the efficient use of varions resources and increase
the productivity of the enterprise. Thus, expert managers can lead the business
towards growth and prosperity.

Coordinated Human Efforts: Manapement provides leadership and guidance
to the workers. It also motivaies them with the help of varous incentive schemes.
It reconciles their personal inlerests with the organizational obiectives. 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
environyment and suppfies foresight to the enterprise. 1t helps in predicting what
is going to happen in foture which will influence the working of the enterprise.
1t also rakes steps to ensure that the enterprise is able to meet the demands of
changing environment

Fconomic Development: According to Peter Drucker, “Management is the
crucial factor in ecopomic and social development™ The experieace of India
fully illustrates Drucker’s viewpoint. [ndian economic history prior to her
independence clearly reveals that there was no lack of human and material
resources in India, but certainly there was fack of managerial personnel who
could exploit the material resources with the help of human resourees,
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The development of country is virtually dependent upon the quality of management of
its resources. It is only etficient management which enables the developing nations to
make better use of matenal and human resources for economic development. In lact,
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 coordinuted through sound and effective
management if a country 1s to experience a substantial level of economic growth and
development. A country can have sizeable natural and manpower resources including
plentiful skilled labour and substantial capital but still be relatively poor because very
few competent managers are available to put these resources efficiently together in
the production and distribution of useful goods and services” . In short, it can be said
that management is the mover and development is & consequence.

Summary

It is very important W understand the systems {ramewark in which an organization
operates. It is very useful concept for the understanding of business operations by
identifying the critical sub-systems, their inter-linkages and inter-dependence for the
achievement of common objectives. The basic processes common to every
management sifuation are those of planning, orgamzing, staffing, directing, and
controlling. All these managerial functions are very important {or the success of any
organization. They all are mter-dependent and inter-related. Managers must leam the
art of using these functions to their advantage (o 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 persounel.

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

Controlling: 1t deals with the measurement and correction of the performance of
subordinates against the pre-determined standards.

Process: A series of tunctions that lead to the achievement of cenain objectives.
Economic Resource: Management, land, labour and capital.
Goal-oriented: Purposelul activity towards achieving the goals of the organization,

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

Art: It is the bringing about a desired results through the application of skills.
Code of conduct: 1t prescribed the norms of professional ethies for its members.

Prafessionalisation: It means defining the duties and responsibilities of the managers
to improve the quahty vt management education and {raining.

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



Top management: Managers who are higher up in the hicrarchy devoting more time
on administrative fimctions.

Review Questions

1

[

10.
11,

12
13.

14.

15:

16.

17.
18,

19;

“Management is getting things done through other people™. Is this definition
adequate for the present day concept of management” Discuss fully.

“Managemecnt is the force which leads, guides and directs an organization in
the accomplishment of pre-determined objectives™. Discuss and pive suitable
definition of management.

Explain the features that determine the nature of management.

There are may definitions of management which einphasise one or the other
important aspect of management. Discuss and give various characteristics of
management.

“Management i» the effective utilization of human and material resources to
achieve Lhe enterprise’s objectives”. Comment.

Is management a profession? Give arguments for your answer.

Clearly expiain the concept and significance of management. Distinguish
between management and administration.

Discuss the nature and scope of management. [s management a science or an art
or both?

“Management 1s not a profession hut is heading towards that direction”. Do
you agree with thss statement? Give reasons in support of your answer.

“Management is the art of getting things done through people”. Comment.

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

Distinguish befween management and administration.

Explain the concept of management. Review in briel the main functions of
management.

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

‘To manage is to furecast and plan, to organise, to command, to coordinate and
ta control’, Discuss the stalement.

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

“All organizations need management”. Comment,

Discuss clearly the significance of management from the point of view of modemn
business operatons

Answer the following:
(a) Enumerate the elements of management process.
(b Why is management called a science?

(¢) Distinguish between management and administraiion.
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3.2 Systems Approach

3.3 Contingency Approach

3.4 Operational Approach

3.5 Leading Managemeat Thinkers

2.0 Introduction

The origin of management can be traced back to the days when man started living in
groups. One can argue that management took the form of leadership which was
essential to coordinate the efforts of the group members 1n 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 administrationin the bureaucratic set up. Similar records exist for
ancient China. According to L.S. Hsu, Confucius’s parahles include practical
suggestions for proper public administration and admonittons n choose honest, unselfish
and capable public officers.

In Greece, the existence of the Athenian commonwealth. with its councils, courts,
administrators and bourd of general indicates the nature of management. Similarly, in
Rome , the exislence of Roman magistrates, with their functional areas of authority
and degree of importance. indicates a scalar relationship characieristic or organization.
It is believed that the secret of the success of the Roman Emnire lay in the ability of
Romans to organise. Through the use of the scalar principie and the delegation of
authority, the city of Rorne was expanded to an efficient empire.
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2.2

2.1 Approaches to Management

(Schools of Management Thought)

The growth of modern 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 “Spinning jenny', ‘Water frame’, ‘Mule’, ‘Power loom' and ‘Machine
lathe’, which completely revolutionized the commertce 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.

The above development led to the emergence to ditterent schools of thought of
management. The divergent directions of management though have caused one
management writer, Harold Kootz. to call 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 (ollows:

. Classical theory:
(a) Scienti(ic Management Approach.
{b) Management Process of Administrative Management Approach.

(c) Bureaucratic Organization Approach.

2. Neo-classical or Human Relations Approach.

3. Behavioural Science Approach.

4. Quantitative or Management Science Approach.
5. Systems Approach.

6. Contingency Approach.

7.  Operational Approach.

Classical and neo-classical approaches constitute the ‘traditional schools of management
thought’ and the other approaches are often termed as *‘modemn 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 sldest scbool of thought about organization and their
management. The classical theorists concentrated on organization structure {or 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 he studied under three streams, namely, (a) Scientific
Management, (b) Administrative Management or Management Process. and
(c) Bureaucracy.

F.W. Taylor insisted on application of scientific methods to the preblem of management.
His focus was on division of labour. fixing everybody; work for the day and functional
foremanship. That is wby, Taylor’s scientific management has been referred to as
“machine theory”. It may be noted that scientific management group emphasized
efficiency of lower levels of organization. It was Henrni Fayol who showed concem
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for efficiency at the higher levels for the artist time. Fayol who showed concern for
efficiency at the higher levels for the first time. Fayol gave fourteen principles of
management which he thought are universally applicable. Max Weber introduced
‘bureaucracy’ as a form of rational organization. It is characterized by division of
labour, specialization, structure, impersonal relations, competence of personnel, ete.

Neo-Classical Theory or Human Relations Approach

The neo-classical 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 vn “*human relations studies’ conducted at the Hawthorme Plant
of General Electricals. L'.5.A. That is why, they are also known as * human rationalists’.

The human relations approach revealed the imporiance of social and psychological
factors in determining workers’ productivity and satisfaction. 1t was instrumental in
creating a new image of man and the work-place. This approach put sitress on
communication, interpersonal relations and informal groups 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 difficult 1o understand the sociology of a group separate from the
psychology of the individu:ils comprising it and the anthropology of the culture within
which it exists, Thus. the behavioural science are transuctional; they are concerned
with all relevant aspeci 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 i3 objectively collected and analyzed by the social scientists to
study various aspects of human behaviour. The pioneers of this school reasoned that
in as much 45 managing involves getting things done with a through people, the study
of management must be centered around people and their interpersonal relations. 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 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 terms of
selected objectives. The users of such models are known as management scientists,

The techniques comnonly used for managerial decision-making include Linear
Programming, Critical Path Method (CPM), Programmes Evaluation Review
Technigue (PERT), Games Theory, Queuing Theory and Break-Even Analysis, The
application of such techuiques helps in solving several problems of management such
as inventory control, production control, price determination, etc.

Systems Approach

The systems approach is based on the generalization that an organization is an open
systemn composed on inter-related and inter-dependent elements. This approach lays

Evolution of Management Thoughts
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emphasis on the pans of the system, the nature of their inter-dependency, goals set by

" the system and communication network in the aystem. Anopther basic feature of the

system approach is that attention is paid towards the overall effectivencss of the
svstemns rather than the effectiveness of individual subsystems, Further, an organization
i an open systern which has continuous interface with the environment. The systems
approach lays a great emphagsis on lhe adaptability of the system to the requirements
of external ¢nvironment.

Contingency Approach

This approach is concemned with the analysis of imteraction of specific organizations
with their external enviroriment and the adoption of structure to meet the requirements
of the situation. Underlying idea of 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 1s
ne one best way to handle any of the management preblems and there is no best
organizationul structure to suit all sitwations. The application of management principles
and practices should be¢ contingent upon the existing circumstances. Functicnal,
behaviour, quantitative and systems approaches should be applied situationally. The
organization scuctare should be so designed that it enatles the organization © have
healthy interaction with external envirpnment.

Operational approach

Operational approach regards management as a universally applicable body of
knowledge that can be brought 1o bear at all levels of managing and in all tyvpes of
enterprises. Al the same (ime, the approach recognizes that the actual problems
managers face and the envirooments in which they operate may vary between
enterprizes and levels, ad it also recognizes that application of science by a perceptive
practitioner must take this into account in desiguing practical problem solutions.

Classical Theory

The classical theory signifies the beginning of the systematic study of management
organizetion. It is often called the traditional theory. it can be traced historically to the
19th century prototype industrial and military organizations. Several writers contributed
to the classical thought in the eacly years of the 20th century, They include Taylar,
Fayol, Weber, Luther Gulick, Urwick, Mocney and Reiley and may others,

The classical writers thought of the organization in terms of ils purpose and formal
structure. They placed emphasis on the planning of work, the technical requirements
of the vrganization, principles of management, and the assumption of ratiopal and
Iogical behaviour. Thus, the classical theorists dealt almost exclusively with the anatorny
of formal organization. Qrganizadon is weated like 2 machine and its efficiency can
be increased by making each individual working in the organization efficient. For
instence, F.W. Taylor emphasized on division of laboar, fining everybody’s work for
the day and functional foreranship. That is why, Taylor's scientific management has

‘heen refecred to as “machine theory’

The classical theosy incorporates thee viewpoints: (1) Taylor's Scientific Management
{2) Fayol's Administrative Management, and (3) Weber's Ideal Bureaveracy (an
organization based on rules and regulations, formatl relstions, specialization, etc.j. Adl
the three concentrated on the stmcture of organization for greater efficiency, Several
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other trailblazers have also contributed to the classical theory. For instance, Mooney
and Reiley published ‘Onward Industry’ in 1931 in which they attempted to [ind
organizational universals. Subsequently, notable contributions came form Gullick, Oliver
Sheldon, Urwick and many others. All these theorists were concerned with the
structure of organizations and that is why their approach is also sometimes labelled as
‘structural theory of organization’. Salient features of classical approach are as foliows:

(1)

(i)

(1)

(iv)

(v)

(vi)

(vii)

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 formal organization.

The classical theorists emphasis organization structure for co-ordination of various
activities. They ignored the role of human element.

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

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

The integration of the organization is achieved through the authority and control
of the central mechanism. Thus, it is based on centralization of authority.

There is no conflict between the individuals and the organization. In case of any
conflict, the interests of the organization should prevail.

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:

(2

Narrow View of Organization: The value of classical theory is limited by its
narrow concentration on the anatomy of formal organization. In order to achieve
rationality, the classical writers ignored the human relations aspect. The interplay
of individual personality, informal 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’.

Assumption of Closed System: Classical theorists viewed organization as a
closed system, i.e., having no interaction with environment. This assumption is
totally unrealistic. A modemn organization is an open system which has continuous
interaction with the environment through the exchange of inputs and outputs and
various types of information.

Assumptions 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.

Economic Rewards as Main Motivaters: 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.

Lack of Empirical Verification: The classical principles are mostly based on
the personal experiences and limited observations of the practitioners, They are

Evolution of Management Thoughls
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not based on empirical research. They lack precision and comprehensive
framework for analysis. Moreover, it is not clear whether these principles are
action recommendations or simply definitions.

6. Lack of Universality of Principles: Classical theorists claimed that their
principles have universal application. This suggests that the same principles can
be applied in : (1) different organizations, (ii) different management levels in the
same organization, and (ii1) 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 pnaciples which contradict
with other principles. For example, principle of specialszation is quite in conflict
with the principle of unity of cominand.

7.  Excessive Emphasis on Rules and Regulations: Weber's ‘ideal’ bureaucracy,
a major constituent of classical theory, suggested strict adherence to rules and
regulations. The scope for individual initiative is thus limited. The result is red-
tapism in the organization. Observation of rules and regulutions becomes the
main objective while the real objectives for which these rules and regulations
are formed are forgotten.

2.3  Scientific Management Approach

The impetus for the scientific management approach came from the first industrial
revolution. Because it brought about such an exwaorinary imechanization of industry,
this revolution necessitated the development of new management principles and
practices. The main contributors to scientific managenient 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 inanagement. 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. Taylor was an American
engineer who responded to the challenges of management around the turn of the
century. During that periad. 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 lower lahour cost could he
achieved simultaneously with higher wages. He suggested the change in the mental
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 Hamgto Emerson.

Scientific management means application of scientiftc methods to the problems of
management. Taylor advocated scientific task setting based on time and motion study,
standardization of materials, tools and working conditioas, scientific selection and training
of workers and so on. It is to be noted that Taylor's thinking was confined to
management at the shop level. However. he demunstrated the possibility and
significance of the scientific analysis of the various aspects of management. To sumn
up, he laid emphasis on the following principles:

1. Science, not rule of thumb.
Harmony in group action, rather than discord.
Maximum output in place of restricted output.

Scientific selection, training and placement of the workers.

L

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

(1) all out efforts for increase in production;
(i) creation of the spirit of mutual trust and confidence; and
(ii) 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 lhat work is done according to the 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 that Taylor’s thinking was confined to management at Lhe
shop level. However, he demonstrated the possibility and significance of the scientific
analysis of Lhe various aspects of management. To put the philosophy of scientific
management into practice. Taylor and his associates suggested the tollowing techniques:

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

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

(i) Standardization of matenals, tools equipment, costing system, etc.
(iv) Scientific 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 inelude: route clerk, instruction card clear,
time and cost clerk and shop disciplinarian and those in the operations department
include: gang boss, speed boss, repair boss and inspector,

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

Criticism of Scientific Management

Tayor’s scientific management was criticized not only by the workers and managers
but also by the psychologists and the general publie. 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
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essential aspects of inanagement like finance, marketing. accounling and personnel.

3. Taylor advaocated 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 mstructions from eight foremen

4,  Scientific managemnent is production-centered as it ¢oncentrates too much on
the technical aspects of work and undermines the human factor in industry. It
resulted in monutony 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 exiensions 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. Trade unionists regarded the principles of scientitic management as the means
to cxploit labour because the wages of the workers were not increased in direct
proportion to pruductivity increases.

Many of the above ubjections were Jater remedied by the sther contributors to scientific
management like Henti L. Gantt, Frank Gilbreth. Liltian Gilbreth and Harrington
Emerson. Many of the recommendations of Taylore are still being applied by the
modern business undertakings. In short, it can be said that Taylore was the pioneer in
introducing scientific reasoning to the discipline of mianagement.

2.4 Management Process or Administrative Management
Approach

The advocates of this school perceive managemert as a process involving certain
functions such as planning, organizing, directing and controlling. That is why, it is also
called the *functional” approach. Henri Fayol is regarded as the father of this schools.
Henri Fayol defined management in terms of certain fusictions and then laid down
fourteen principles of munagement which according 1o hym hiave universal applicability.

Henri Fayol was a French executive who emphasized thar management could be both
taught and leamnt. His long practical experience is reflected in his paper. “Administration

industrielle et generale™ (General und Industrial Maniagement). Fayol tried to develop
a theory of management. He discussed the principles of reneral management and
argued that managerial ability’ can be acquired as any ather technical ability. He not
only recommended formal teaching in management but also practised it by founding
the Centre for Administr ative Studies in Paris. Thus. he was a pioneer in the tield of
management education In brief, Fayol’s views on manugement command acceptability
even today because they are much in tune with the requirements of the management
in the present-day world.

Fayol began by classmtying all operations in business 1 business organizatinns under
the following six categories:

(i)  technical {priwduction);

(i) commercial (purchases and sales),

(ii) financial (funding and controlling capital);
(iv) security (protection);

(¥} accounting (balance sheet, costing records): und



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

Fayol pointed out that managerial activity deserved more attention. In his view,
management is the process composed of five elements or functions: planning,
organizing, commanding, coordination and control, Fayol observed:

(1)  to plan means fo study the future and arrange the plan of operation;

(i) toorganise means 1o build up the material and human organization of the business;
(i) to command nieans to make the stafl do their work:

(iv) tocoordinate mesns to unite all activities; and

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

Fayol completed his theory by stating that to be effective, management should be
based on the following fourteen principles:

1.  Division of work,

| %]

Authority and responsibility,

Discipline,

Unity of command,

Unity of direction,

Suboerdination of individual interest to the general interest,
Remuneration,

Centralization,

e R L < . T

Scalar chain.

0. 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 “principie’ only for convenience.
He did not consider them immutable laws. However, he thought that the principles
would be useful to all types of group activity. Thus, he 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 later on by the writers like Sheldon,
Urwick, Mooney and Bamnard. Oliver Sheldon wrote “The Philosophy of Management’
in which he advocated social responsibility of management. Mooney and reiley published
their views on management under the title *“The Principles of Organization'.
Chester 1. 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.

Evalution of Management Thoughts
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2.4.1 Criticism of Process of Functional Approach

Though the preponents of mauagcioent proccss appeoach have 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 unaniatity about the various terms such
as management and administration, commanding anddirecting, etc.

() The functionalists considered their principles to he vniversal in natisce, But many
of the principles have failed to deliver the desired results in certain situations.

(ii) The functional theorists did not consider the exeernal environment of business.

(iv) Feyol overemphasized che intellectual side of managemcnt. He felt that
management should be formally teught, but he did net elaborate the naturc and
contents uf management education.

2.5 Bureaucracy

Max Weber (1864-1920), a German sociologist contntbuted his views on bureaucracy
to the management thought. His primary contribution includcs his theery of authority
structure and his description of organizations bascd on the nature of authority relations
wilhin them. Esseatially, it was Weber’s contention that there are three types of
legitimate authority which are as follews:

(1) Ratienal-legal autherity: Obedieace is owed to a Jegally established position
or rank within the hiecarchy of a business, military unit, goverament, and so on,

(2) Tfraditional authority: People abey a person because he belongs to ceitain
class or occupies a positions traditionally recognized s possessing aulhority,
such as a real family.

(3) Charismalic authorify: Obediencc is bascad on the followers belief that 4 person
has somne special power or appcal.

Weber's theery bureancracy recognizes rational-legal avthority as the most itnpoctant
1ype in erganizationa. Under traditonal authority. lzaders are not chosen for their
competence, and charismatic authority is 108 emotional and itrational. A bureaucratic
organization which is bascd on rational-legal authority display the following leatures:

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

(iiy Hierarchy of Positions: There is a hierarchy of authoaty in the organization.
Flach lower position is under the control of a higher one. Thus, there is unity of
cemmand. The bureaucratic strueture is hicrarchical in nature. It is like a pyramid
in which quantity of authorty increases as on¢ moves up the ladder in the
Organization,

(i) Rules and Regulotions: The rules, regulations anl procedures are clearly laid
down by the top adwministration. Their benefits ace as under:

(a) They standardize operstions and decisions.
(b) They scrve as receptacles of past lsaming.

(¢) They protect incambents and ensure equality of treatment.
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{iv)

(v)

(vi)

(vii)

Impersonal Conduct: There is impersonality ol relationships among the
organizational members. The decisions are entirely guided by rules and regulations
and are tolally impersenal. There is no room for emotions and sentiments in this
type of structure

Staffing: The personnel are employed by a contractual relationship between
the emplovee and employer. The tenure of service is governed by the rules and
regulations of (he organization. The employees get a salary every months which
is based on the job they handle and also the length of service.

Technical Competence: The bureaucrats are neither elected not inherited. but
they are appointed through selection and the basis of selection is their technical
competence. Promotions in bureaucracies are also based on technical
qualificalions and performance.

Official Records: The administration of 2 bureaucratic organization s supported
by an efficient system of record-keeping. The decisions and activities of the
organization are formally recorded and preserved safely for future reference
This is made possible by extensive filing system. The filing system makes the
organization independent of individuals. The official records serve as the memory
of the organization

Weber's ideal bureaucracy has been designed to bring rationauty and predictability of
behavior in organizations. It is an administrative device thal can help in achieving the
tollowing advantages

(1)

(1)

(iii)

(iv)

{v)

There is a proper delegation of authonty in the vreanization, People are given
tasks according to their competence.

Because of rules and regulat ons, all actions are taken carefully. There is
consistency of actions.

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.

The behaviour of the employees is predictable. It ts known how they will react
under different situations as guidelines are already there in writing.

Bureaucracy leads to cfficiency in the organization. There is division of work
leading to specializanon which results in efficiency

Criticism of Bureaucracy

Criticism is not free ol 1laws. It may lead to many undesirable consequences such as;

(i)

{ii)

(ui)

(v}

The rules may be followed in letter 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 resull.

Bureaucracy Joes not consider informal organization and inter-personal
difficullies.

Bureaucracy discourages innovation because eviry employee is supposed to
act as per rules and regulations or 1o the secondary goals.

Goal displacement may take place in a bureaucratic urganization. The bureaucrats
may give priority to rules and regulations or to the secondary goals.

tvaition of Manspeinenl Thoughts
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Management Science (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 long
time.

2.6 Neo-Classical Theory

(Human Relations Approach)

The classical writers including Weber, Taylor and Fayol neglected the human relations
aspect. The neo-classicists focussed on the human aspect of industry. They modified
the classifical 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 (known as Hawthorne Experiments) and investigated informal groupings,
informal relationships, patterns of communication, patterns of informal leadership,
etc. This 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, Dickson, Dewey, Lewin, etc.

The human 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
creating a new image of man and the work place The neo-classical or human relations
approach 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 structure which will 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.

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

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

(iv) Inanorganization, it is ultimately cooperative attitude and not the more command
which yields result.

(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 determine the effect of illumination and other
conditions upon workers and their productivity.

(i) Illumination Experiment: This experiment was conducted to establish
32 relationship between output and illumination. The output tended to increase every



(i)

(i

(i)

titrie as the intensity of light was improved. Bot the output again showed an
upward trend when the illutnination was brought down gradually from the normal
level. Thus, it was found that there is no consistent relationship betwean cutput
of workers and illumination in the factory, There were some other [actors which
influenced the productivity of workers when the intensity of light was increased
ur decreased.

Relay Assembly Room Experimeni: In this experiment, 8 small homogeneous .

work-group of girls was constitited. Several new elements were introduced in
the work atmosphere of this group. These included shorter working hours, rest
panses, improved physical conditions, fiendly and informal supervision, free
social interaction among group members, etc. Productivity and morale increased
considerably during the peciod of the experiment. Morale and productivity were
maintained even if improvements in working conditions were withdrawn. The
researches concluded that socin-psychological factors such as feeling of being
important, recogrition, altention, participation, cohesive work-group, and non-
directive supervizion held the key for higher productivity,

Bank Wiring Observation Room Experiment: This experiment was conducted
1o study a group of workers under conditions which were as close as possible to
normial. This group comprised of 14 workers. After the experiment, the production
records of this group were compared with their eariier production records. There
were no significant changes in the two because of the maintenance of ‘normal
conditions’. However, existence of inlormal cligues in the group and informal
production norms were observed by the researchers.

The Bank Wiring Experiment led to the following observations:

{1} Each individual was restdcting output.

{2} The group had its own “unofficial” standards of performance.
{3} Individual output remained fairly constant aver a period of Hme.

{#) Depanmentsl records were distorted due to differences between actual
and reported ontput 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, workiag conditGons and supervision.
Initially, a direct approach was used whereby interviewers asked guestions
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 tota! work eavironment,

2.6.1 Contributiens of Human Relations Approach or Hawthorne Studies

"The hurnan relaticnists proposed the following points as a result of their findings of the
Hawthome experiments:

1.

Soeial System: The organization in general is a social sysiem composed of
numerons interacting parts. The social system defines individual roles and
estzblishes norms that may differ from those of the formal organisation. The
waorkers follow a social norm determined by their co-workers, which defines the
proper amount of work, rather than try to achieve the targets manageroent thinks
they can achieve, even though this would have helped them to earn as much as
they physically can.
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Socid Environmens: The social environment on the job affects the workers
and i5 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.

Fuformal Orpanisgiion;: The informal organisation does also exist within the frame
work of forrnal argemisation and it affects and is affected by the formal organisation.

Group Dyramics: Al the workplace, the workers often do net act or react as
individuals but as members of groups. The group determines the norms of
behaviour for the group members and thus exercises a powerfol inflochce on
the attitudes and performance of individual workers. The management should
deal with workers as members of work group rather than as individuals.

Informai Leader: There is an emergence of informal leadership as against
tormal leadership and the informal leader scis and enforces group norms, He
helps the workers (o function as a social group and the formal leader is rendered
ineffective unless he conforms to the norms of the group which he is supposed
to be incharge.

Cammunication: Two-way communicaton is necessary because il carries
necgssary information downward for the proper functioning of the organisation
and transmits mpward the feelings and sentiments of people who work in the
orgamisation, It will help in secusning workers” cooporalion and participation in
the decision-making process. Workers tend 10 be moere productive when they
ire given the opportunity to express their feelings, opinions and grevances, This
also giver them psychological satisfaction.

Nan-economic Rewards: Money is only one of the mativators, but not the sole
motivater of human behaviour, The soctad and peychological needs of the workers
are very strong. 50 non-economic rewards such as praise, status, interpersonal
relations, etc. play an important role in motivating the employees. Such rewards
mus( be indegrated with the wages and fringe benefits of the employees,

Conflicts: There may arise conflicts between the organisational goals and proup
goals. Conflicts will harm the interest of workers if they are not handied propery,
Confticts can be resolved through improvement of human celalions in the
organisation.

1.
2.

Student Activity 1

What is the relevance of neo-classical tﬁmry over classical theory?
Why is neo-classical theory criticized?

Criticism of Human Relations Approeach

The hurean relations approach has been caticized on the following grounds;

(i}

Lack of Scientifle Vafidity: The human relationists drew conclusiens from
Hawihiome studies. These conclusions are based on clinical insight rather than
on scientific evidence. The groups chosen for study were not representative in
charactes, The findings based upon temporary groups do not apply to groups
that have continning relationship with one another. Moreover, the experiments
focnssed on operative employees only.



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

(i) Over-stretching of Human Relations: 1t is assumed that all organisational
problems are amenable o solutions through human relations. This 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 adequale focus
on work. It puts all the emphasis on interpersonal relations and on the informal
group. It tends to overemphasize the psychological aspects at the cost of the
structural and technical aspects.

(v) Over-stress on Socio-psychological Factors: The human relations approach
undermines 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 said that the human relations approach seeks to exploit the sentiments
of employees for the benefit of the organisation.

(vi) Conflict between Organisational and Individuat Gouls: it view conflict
between the goal of the organisation and those of individuals as destructive. The
positive aspect of conilicts such as overcoming weaknesses and generation of
innovative ideas are ignored.

2.7 Behavioural Science Approach

Under behavioural science approach, the knowledge drawn from behavioural science,
namely, psychology, siciofogy and anthropology, is applied ta expluin and predict human
behaviour. It focuses on human behaviour in organizations and seeks to promote
verifiable propositions for scientific understanding of human behaviour in erganizations.
It lays emphasis on the study of motivation, leadership, communication, group dynamics,
participative management, etc.

The essential characteristics of behavioural science approach are as under:
(i)  Data must be objectively collected and analyzed.

(i) Findings must be presented so that the distinction between cause and eftect. as
opposed to chance occurrences, is clear.

() Facts must he 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 collection and analysis of the relevant data. It is in this sense
that this approach differs from the human relations approach. Further, the behavioural
scientists made the following propositions:

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

(i) Individuals differ with regard to attitudes, perceptions and value systems. As a
result, they behave differently to different stimuli under different conditions.
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2.7.1

{ii} People working in the arganisation have their needs and goals which may differ
fromm the organisational goals, Atempis should be made to achieve fusion between
organisational goals and human needs.

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

Many sociologists, psychelogists, and social psycholngists have shown consideranle
inlerest in studying the problems of manigement. Socivlogisis have contibuted much
o an understanding of the analomy of organizations throngh their work on proups,
cultural paiterns, proup cohesiveness, and covpemtion, Among the sociologists who
might be noted are Blak, Selznick, Homans, Bubin, Dalien, and Kate and Kahn.
Psychoelogists have likewise contributed to management understanding theowgh their
illumination of the aspects of rational behaviour and influence, the sources of motivation,
and the nature of leadership, Among the miany in the arer of individual and social
psychology who have contributed materially 1o management are Maslow, McGregor,
Argyns, Leavitt, Blake and Mouton, Sayles, Tannenbaum and his associates, Benois,
Fielder, Stogdill and Herzberg,

The behaviowr school has drawn heavily on the werk of Maslow. His developrent of
need hierarchy to explain humen behaviour and the dynamics of motivation process is
an important contribuion. Douglas McGregor huilt on Masiow®s work in explaining
his “Theory X" and *Theory Y'. Fredenick Herzberg developed a two-factor theory of
motivation, He made a distinction between the factors which either cause or prevent
jobdissatisfaction (hygienic factors), and those factors which actually lead to motivation
{motivational factors),

In the srea of leadership, Robert Blak and Jane Mooton developed and poputarizcd
the ‘Manageriai Grid’. Rensis Likert has identified zod extensively researched four
Management Systems ranging from System 1: Exploitive-Anthoritative to System 4.
Croup Paticipative. Bach system characterizes and organisafional climate by employing
several key dimensions of effectveness such as communication, motivation, leadership
and others.

To sum up, the behavioural sciences approach gives enphasis on increasing productivity
through motivation and leadership. The cenral core of this approach lies in the following
aspecty of human behaviour: motivetion, leadership, communication, participative
management and group dynamics. The behavioural scignces have provided managers
with a systematic understanding of one of the muost critical factors in the process of
management-the human element. Insights evolving from that understanding have been
used 1o design work siluations thal encourage increased productivity. It has enabled
organizztions o formulate programmes Lo more stficiently train workers and managers,
and it has effects in numerous other areas of practical significance.

A ppraisal of Behavioural Science Approach

The study of humean behaviour is of greal signilicance in mansgement. Since an individoal
is a product of social system, his behaviour is not determined by urganizational forces
along, but many forces like perception, attitudes, habits, and socio-cultura] envivonment
also shape his behaviour, Therefore, in nnderstanding human behaviowor in the
organisation, all these factors must be taken into account. The behavioural approach
suggests how the knowledge of human behaviour can be used in making people more
effeclive in the vrganisation.

Behaviourists have eonriched management theory through their contributions in the
areas of group dyoamics, motivation communication apd lendership. However, they
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have failed in developing an integrated theory of management. Although smdy of
humaa bebavicur in organisations is excremely important yef managemea? cannot be
confined only to this area. There are other variable such as techuology and environment
which have an impontent bearing on the effectiveness of an organtsation.

The hehavioural 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 iz not uncostmon for
programmes bascd on seund behavioural principles to have unexpected results. It
should also be noted that the finding of hehavioural science vesearch are tentati ve and
require fucther investigation, They should not be treated as applicable to all situations.
Behavioural guidelines can be helpful and profitable, but are must be taken not to
accept them as being complete valid and applicable to all situatiens.

2.8 Quantitative Approach

‘This approach js also eatled ‘Mathematical’ , ‘Operations Research® or ‘Management
Science’ approach. The basic feature of the quantitative management ifioughe is the
use of mixed (eams of scientists from several disciplinas. This school used scientific
tools for providing a quantitative basc for managesial decisions. The techniques
commonly used for managerial <lecision-making inclnde Linear Progracuming, Critical
Path Method (CPM), Programme Fvaluation Review Techaique (PERT), Games
Theory, Queuing Theory and Rrcak-Even Analysis.

The quantitative approgch uses mathematical formulate for finding solutions to the
probiems that were previously unsolved. The abiding belief of the quantitative apbroach
is that it management is a logical process, it may be expressed in terins of mathematical
symbols and relationships. The basic approach is the construction of a quanlitative
model because it is though this device that the problem i8 expressed in its basic
relationships and in terms of setected objoctives. The coastrmclion of the model
expresses (he effectiveness of the system under study as a function of a set of variables
at least one of which is subject control. ‘The gencral form of operations research
model is E = f (x1, y1), where E represents the effectiveness of the system (profit,
cost and the like) x | the veriables of the system which are subjected to control and y1
those which are not aghject 1o con¥ol.

The guaatitative approach to management has its ool in the scientific management
movement. Since Taylor advacated a logical sequence of problem formulation, fact
finding, modelling, 8 fentative solution, testing, etc., his scienlific approach conld be
classified as an early form of quantitative approach to management. A natural extension
of the scientific management iy the operations research.
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The approach was updated so as to include development of msthematical modcls to
represent a system undes study. I may he notcd that the development of models
required the skills of money disciplines such as engineering, mathematics, economic.
statistics, physical science, hehavioural sciences and cost accountancy. The
mathematical formutationenubled the inanagers to discover significant relationships
that they could control.

Operationsresearch (rmanagement science) came into existence during the First Werld
War and gained popularity during the Second World War. In England. the same time,
‘[homal A. Edison was studying in America the process of anti-submarinc warlurc.
However, lseir work did not have much irnpact onmilitary operations until the Second
World War broke ont. Both England and the United Stales procured operations
researchers to deal with their military problems. Operations research activity was
considered to be so valuable that it was continned after the end of the War.

Another important developnent alongwith the growth in the number of quantitative
techniques was the introduction of high speed digical computers, Starting in about
1970, the quantitative approach to management tumed away from emphasis it rarrow
operations research techniques to the boarder perspective sf decision technigues and
models building. It also incorporated computerised information systems and operations
management. The latest emphasis of the quantitative approach marked a move towaeds
a more broad-based management.

The techniques mentioned above that are nsed for managerial decision-making such
as Linear Programming, Ctitical Path Method (CPM), Programmes Evaluation Review
Technique (PERT)., Games Theory are explained below. The applicatiou of such
techniques helps in solving severul problems of management such as inveatory control,
production control, pr ice determination, etc.

2.9 Linear Programming

Linear programming is the process of taking various lmear inequalities relating to
some situation, and finding the "best” value obtainable under those conditions. Atypical
example would be taking the limitations of materials and Jabor. and then determining
the “best” prodnction levels for maximal profits under those conditions. The use of the
word "prograroming” here means "choestng a course of action.”

In “real life”, linear programming is part of a vesy impostant area of mathematics
called "optimization iechniques”. This field of study (or at least the applied results of
it) is used every day in the organization and allocation of resources. These "real life"
systems can have clozens or hundreds of variables, or more. Inalgebra, though, you'll
only work with the sitmple (and graph able) two-variable linear case.

The general paocess fox solving linear-programming exercises i to graph the inequalities
{called the “constraints”) to form a walled-off area oo the x, y-plane (called the
"fensibility cegion”). Then you figure out the coordinates of the cormers of this feasibility
region (that is, you find the intersection points of the various pairs of lines), and test
these coruer poiats in the formula (called the "optimizationequation”) forwhich you're
teving to find the bighest or lowest valune.

®  The term Linear is used to describe the propurtionate relationship of two or
more yvariables in a model. The given change in one variable will always cause
aresulting proportional change in another variable.

e The word , ‘programming’ is used to specify a sart of planning that involves the
cconomic allocation of limited resources by adopting a particular course of acion
or strategy among various alternalives stratcgies 10 achieve the desised objective,



®  Hence, Linear Programming is a mathematical technique for optimum allocation
of limited or scarce resources, such as labour, material, machine, money energy
ete.

2.9.1 Components of Linear Programming Models

292

1. Objective function: is a mathematical expression that can be used to determine
the total profit (or cost, etc., depending on the objective) for a given solution.

2. Decision variables: represent choices available to the decision maker in terms of
amounts of either inputs or outputs.

3.  Constraints: are limitations that restrict the alternatives available to decision
makers. The three types of constraints are less than or equal to (7), greater than
or equal to (7). and simply equal to (=).

4.  Parameters: Numerical values or constants.

5.  Feasible solution space The set of all feasible combinations of decision variables
as define by the constraints.

Structure of Linear Programming Model

The general structure of the Linear Programming model essentially consists of three
components.

e  The activities (variables) and their relationships
®  The objective function and
[ The constraints

1.  The activities are represented by X1, X2, X3 ........Xn. These are known as
Decision variables

-

The objective function of an LPP (Lincar Programming Problem) is a
mathematical representation of the objective in terms a measurable quantity
such as profit, cost, revenue, etc.

Optimize (Maximize or Minimize) Z=C1X1 +C2X2+ ...........Cn Xn Where Z
is the measure of performance variable X1, X2, X3, X4.....Xn are the decision
variables And C1, C2, ...Cn are the parameters that give contribution to decision
variables.

3.  The constraints are tbe set of linear inequalities and/or equalities which impose
restriction of the limited resources.

The Effect of Constraints: Constraints exist because certain limitations restrict the
range of a variable's possible values. A constraint is considered to be binding if changing
it also changes the optimal solution. Less severe constraints that do not affect the
optimal solution are non-binding.

Tightening 4 binding constraint can only worsen the objective function value, and
loosening a binding constraint can only improve the objective function value. As such,
once an optimal solution is found, managers can seek to improve that solution by
finding ways to relax binding constraints.

Shadow Price: The shadow price for a constraint is the amount that the objective
function value changes per unit change in the constraint. Since constraints oflen are
determined by resources, a comparison of the shadow prices of each constraint provides
valuable insight into the most effective place to apply additional resources in order to
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achieve the best improvement in the objective function value. The reported shadow
price is valid np to the allowable increase or allowable decrease in the constraint.

Assumptions of Linear Programming

Linear programming reguires linearity in the equations as shown in the above structure,
In a linear equation, each decision variable is multiplied by a constant coetticient with
no multiplying hetween decision variables and no noniinear finctions such as loganthuns,
Linearity requires the following assumptions:

1. Proportionality: Achange ina variable results in 2 proportionate change in that
variable's contribution to the value of the function, Vadables in LF models are
assumed o ¢xhibit propectionality. Proportionality deals with rhe contribution
per utiil oof each decision vanable 10 the objective function. This contribution is
assumed constant and independent of the variable level. Similarly, the use of
each resource per unit of each decision variable is assumed constant and
independent of variable level, There are no cconomies of seale.

2. Addiivity: Additivity deals with the relationships among the decision vadables,
Simply put their contributions b an equation must be additive. The total value of
the objective function equals the sum of the coatributions of each variable to the
objective function, Similarly, total resource use is the sum of the resource vse of
euch variable. This requirernent rules oul the possibility thar interaction or
multiplicative terms appear in the objective function or the.constraints, For
example, in Joe's van problem, the value of the ohjective function is 2,000 times
the fancy vans converted plus 1,700 times the fine vans converted. Converting
fancy vans does not alter the per van net margin of fine vans and vice versa,
Similatly, total Fabour vse is the sum of the hours of labour required to converl
fancy vans and the hours of labour used to convert fine vans. Making a lot of
on¢ van does not alier the labour requirement for making the other

3. Divisibility: The decision varinbles can be divided into non-integer valtes, taking
on fractional values, Integer prograimining techniques can be mwsed if the divisibiliy
assumption does not held. The problem formulatien assumes that all decision
variables can take on any non-negative valoe including fractional ones; (I.e., the
decision variables are continuous), This assumption is violated when aon-inicger
valuas of eertain decision variables make little sense. A decision vanable may
corrcspond to the purchase of a tractor or the construrtion of a building where
it is clegrthat the variable must take on integer valoes. In this case, it is appropniate
0 use integer programming,.

4,  Certainty: The certninly assumption is that each parameter (ohjective function
cocfiicients, right-hand side, and technological coefficients) are known with
certainty.

In addition to these linearty assumptions, linear programming assumes cerlainty; that
15, that the ceefficients are known and constant.

2.9.3 Problem Formulation

With computers able to solve linear programming problems with ease, the challenge is
it problem formuladon - translating the problem statement into a system of linear
squations to be solved by computer, The information reguired to write the objective
function is derived frorn the problem statement, The problem iz formulated from the
problem statement as follows:



I.  Identify the objective of the problem; that is, which quantity is to be optimized.
For example, one may seek to maximize profit.

ta

Identify the decision variables and the constraints un them. For example,
production quanitties and production limits may serve as decision variables and
constraints,

3. Write the objecttve function and constraints in terms of the decision variables,
using informatiosi {rom the problem statement to determine the proper coefficient
for each term. Discard any unnecessary information.

4. Add any implicit constraints, such as non-negative restrictions.

5. Arrange the system of equations in a consistent form suitable for solving by
computer. For example, place all variables on the left side of their equations and
list them in the order of their subscripts.

The following guidelines help to reduce the risk of errors in problem formulation:
1. Besure to consider any initial conditions.

2. Make sure that each variable in the objective function appears at least once in
the constraints.

3. Consider constraints that might not be specified explicitly. For example, if there
are physical quantities that must be non-negative, then these constraints must be
included in the formulation.

Transportation Problem

There is a type of linear programming problem that may be solved using a simplified
version of the simplex technique called transportation method. Because of its major
application in solving problems involving several product sources and several
destinations of products, this type of problem is frequently called the transportation
problem. It gets its name from its application to problems involving ransporting products
from several sources to several destinations. Although the formation can be used to
represent more general assignment and scheduling problems as well as transportation
and distribution problems.

The two common objectives of such problems are either:

1.  Minimize the cost ol shipping m units to n destinations or
2.  Maximize the profit of shipping m units to n destinations.
Terminology used in Transportation Problem

o  Feasible Solution: Non negative values of Xij wherei=1,2, ........coooinie m
and j= 1, 2, ..... ciiieuees-.- Which satisfies the constraints of supply and
demand is called feasible solution.

®  Basic Feasible Solution: If the number of positive allocations are (m+n-1).

®  Optimal Solution: A feasible solution is said to be optimal solution if it minimizes
the total transportaticn cost.

e  Balanced Transportation Problem: A transportation problem in which the total
supply from all sources is equal to the total demand in all the destinations.

®  Unbalanced Transportation Problem: Problems which are nol balanced are
culled unbalanced.
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®  Matrix Terminology: In the matrix, the squares are called cells and form columns
vertically and rows horizontally.

®  Degenerate Basic Feasible Solution: If the number of allocations in basic
feasible solutions is less than (m+n-1).

Basic Assumption behind Transportation Problem

Let us consider a T.P involving m-origins and n-destinations. Since the sum of origin
capacities equals the sum of destination requirements, a feasible solution always exists.
Any feasible solution satisfying m+n-1 of the m + n constraints is a redundant one and
hence can be deleted. This also means that a feasible solution tv a T.P can have at the
most only m + n - 1 strictly positive component, otherwise the solution will degenerate.

It is always possible to assign an initial feasible solution to a T. P. in such a manner
that the rim requirements are satisfied. This can be achieved either by inspection or
by following some simple rules. We begin by imagining that the transportation table is
blarik i.e. initially all Xij = 0. The simplest procedures for initial allocation discussed in
the following section.

Methods of solving Transportation Problem
Following are the methods used to solve the transportation problem:
North-West corner rule

The North West corner rule is the method for computing a basic feasible solution of a
transportation problem, where the basic variables are selected from the North-West
corner (i.e., top left corner). In this method we distribute the available units in rows
and column in such a way that the sum will remain the same. The standard instructions
for a transportation model are paraphrased below. We have to follow the steps given
below:

1. Select the upper left corner cell of the transportation table and allocate as many
units as possible equal to the minimum between available supply and demand.

2. Adjust the supply and demand numbers in the respective rows and columns.

3. Ifthe demand for the first cell is satisfied, then move horizontally to the next cell
in the second column.

4.  Ifthe supply for the first row is exhausted, then move down to the first cell in the
second row.

5. If for any cell, supply equals demand, then the next allocation can be made in
cell either in the next row or column.

6.  Continue the process until all supply and demand values are exhausted.
Least Cost Method
1§ Determine the least cost among all the rows of the transportation table.

2.  Identify the row and allocate the maximum feasible quantity in the cell
corresponding to the least cost in the row. Then eliminate that row (column)
when an allocation is made.

3.  Repeat steps 1 and 2 for the reduced transportation table until all the available
quantities are distributed to the required places. If the minimum cost is not unique,
the tie can be broken arbitrarily.



Vogel's Approximation Method (VAM)

This method is based on the 'difference’ associated with each row and column in the
matrix giving unit cost of ransportation cij. This 'difference’ is defined as the arithmetic
difference between the smallest and next to the smallest element in that row or column.
This difference in a raw or column indicates the minimum unit penalty incurred in
failing to make an allocation to the smallest cost cell in that row or column. This
difference also provides a measure of proper priorities for making allocations to the
respective rows and column. In other words, if you take a row, you have to allocate to
the cell having the least cost and if you fail to do so, extra cost will be incurred for a
wrong choice, which is called penalty.

The minimum penalty is given by this difference. So, the procedure repeatedly makes
the maximum feasible allocation in the smallest cost ¢ell of the remaining row or
column, with the largest penalty. Once an allocation is fully made in a row or column,
the particular row or columgi is eliminated. Hence and allocation already made cannot
be changed. Then you have a reduced matrix, Repeat the same procedure of finding
penalty of all rows and calumns in the reduced matrix, choosing the highest penalty in
a row or column and allotting as much as possible in the least cost cell in that row or
column. Thus eliminate another fully allocated row or column, resulting in further
reducing the size of the matrix. Repeat till all supply and demand are exhausted,

A summary of the steps involved in Vogel's Approximation Method is given below:
. Represent the transportation problem in the standard tabular form.

2. Select the smallest element in each row and the next to the smallest element in
that row. Find the difference, This is the penalty written on the right hand side of
each row. Repeat the same for each column. The penalty 1s written below each
column.

3. Select the row or column with largest penaity. If there is a tie, the same can be
broken arbitrarly.

4.  Allocate the maximum feasible amount to the smallest cost cell in thal row or
column.

5.  Allocate zero elsewhere in the row or column where the supply or demand is
exhausted.

6.  Remove all fully allocated rows or columns from further consideration, Then
proceed with the remaining reduced matrix till no rows or columns remain.

Assignment Problem

A special type of problem called the assignment problem is also an allocation problem,
Here we have n jobs to perform with n persons and the problem is how to distribute
the jobs to the different persons involved. Depending on the intrinsic capacity or ment
or potential of the individual, he will be able to accomplish the task in different times.
Then the objective function in assigning the different jobs 1o different persons is to
find the optimal assignment that will minimize the total time taken to finish all the jobs
by the individuals. For example, we have four different building activities say,
construction of a hotel, a theatre, a hospital and a multi-storeved building and there
are four contractors competing for these jobs. Each contractor has to be assigned
only one job. The allocation should aim to minimize the total time taken to complete
the construction of all four activities after assigning only one job to one individual. In
fact there are (4!) permutations possible for allocating 4 jobs tod4 contractors. We
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tiave 24 possible ways and it is tiresome to list all the possible ways and find the best
one, If we have more jobs to be allocated, it is even difficult to list out the different
permutations of allocations, then what to speak of choosing the best combinations.

The problem may be stated formally as follows. Given an nxn array of real numburs
representing the individual return associated with assigning one item to ene person.
We have to find the best assignment so that the total retum is optimal. Consider the
following cxample, given below in the table.

Jobs Men

1

- -
3
£

Sonrece: Otipiwww seepedia comiread. phpTanipnmeni problems machematical_Forselutivn_of_ the
problem_ operations_research&b=>008 =15
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In the above example, the elements of the matex represent the times aken by A, B,
C and D in accomplishing the jobs 1, 2, 3 and we have 1o find which job is 10 be
assigned to whaom so that the total time taken will be minitniam, This is the objective
function. Thus, this is #lso an allocation preblem. A solution can be found to the above
problem by the algorithm used to solve the transportation problem of depencratc
transportation problem. In this way only 4 cells will be aliocated. This leads to problem
of degenerate transportation problem. There should be (4 + 4 + 1) = 7 allocations in
the initial basic faasible sglotion, but we have only 4 allocations. Hence it 1s the
degeneracy.

The solution to an assignment problem is based an the following theorem:

Theorem:. 1t in an gssignment problem we add a constant o every element of a row
or calumn in the effectivencss matrix then an assigiunent that minimdzes the total
effectiveness in une matrix also minimizes the total effecfivenssy in the other matrx.

The following steps are followed to find an optimal solotion,

a)  Subtract the minimum efement in each row from all the elements in jts row to
make sure that et least we get one zero in that row.

by  Subtract the minimum clement in each colurnn from ell the elements in its column
in the above reduced matrix, to make sore thar we get at least one zero in each
colurn.

¢} Having obtained at least one zero in each row and atleast one zero in cach
column, examine rows successively uniil a row with exactly one cnmarked zero
is found and mark { ) this zero, indicating that assignment in made there. Murk
(X) all ather zeros in the same columa, to show that they cannot be used to
make other assigroents. Proceed in this way until all rows have becn examined,
If there 15 a tie among zeros defer the decision.

dy  Next constder colommns, for single unmarked zero, mark them () and mark (X}
any other unmarked zero in their Tows,

¢)  Repeat (¢} and (d) successively until one of the two occurs.

&  There are no zeros left unmarked.



<  The remaining unmarked zeros lie atleast two in ¢ach row and column.
i.., they occupy corners of a square.

If the outcome is (1), we have a maximal assignment. In the outcome (2) we use
arbitrary assignments. This process may yield multiple solutions.

Methods to solve Assignment Problem
Following are the methods used to solve the assignment problems:
Hungarian Algorithm

Sometimes if you proceed in the steps explained above, you get a maximal assignment,
which does not contain an assignment in every row or column. You are faced with a
question of how to solve the problem. In such a case, the effectiveness matrix has to
be modified, so that after a finite number of iterations an optimal assignment will be in
sight. The following is the algorithm to solve a problem of this kind and this is known
as Hungarian algorithin. The systematic procedure is explained in different steps and
a problem is solved as an illustration,

1. Starting with a maximal assignment mark (v ) all rows for which assignments
have not been made.

1

Mark (v ) columns not already marked which have zeros in the marked-rows,

3. Mark (v ) rows not already marked which have assignments in the marked
columns.

4, Repeat steps 2 and 3 until the chain of markings ends.

5. Draw lines through all unmarked rows and though all marked columns. (Check:

If the above steps have been carried out correctly, there should be as many lines.

as there were assignments in the maximal assignment and we have at least one
line passing through every zero.) This is a method ol drawing minimum number
of lines that will pass through all zeros. Thus all the zeros are covered.

6. Now examine the elements that do not have a line through them. Choose the
smallest element and subtract it form all the elements the intersection or junction
of two lines. Leave the remaining elements of the matnx unchanged.

7. Now proceed to make an assignment. If a soiution 15 obtained with an assignment
for every row, then this will be the optimal selution. Otherwise proceed to draw
minimum number of lines to cover all zeros as explained in steps L to 5 and
repeat iterations it needed.

Maximization in Assignment Model

The problem of maximization is carried out similar to the case of minimization making
a slight modification. The required modification is to multiply all elements in the matrix
by -1, based on the concept that minimizing the negative of a function is equivalent to
maximize the original function.

Impossihle Assignment

Sometimes in un assignment model we are not able to assign some jobs to some
persons. For example, if machines are to be allocated to locations and if a machine
cannot he accommodated in a particular location, then it i an impossible assignment.
To solve the problem in such situations we attach a very highly prohibited (say ?) cost
to the cell in the matrix so that there is absoluiely no chance to get the assignment
with infinite cost in the optimal solution.
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PERT and CPM

PERT is an acronym for "Programme Evaluation and Review Technique™. This was
created as 4 means to plan and accelerate the development of the Polaris Ballistic
Missile. In USA the defence depantment developed a nucle:ir missile to be launched
from beneath the ocean’s surface by a mobile submartne, which would be an effective
deterrent against aggression by an enemy. This paved way to plan how to design,
develop and plan the ditferent stages in the production wl a rissile and how quickly
this task could be completed. A planning and scheduling tecliique named PERT gave
the answer to these questions,

In any new venture, uncertainties are bound to creep in. PERT incorporated these
uncertainties into a model. which provides areasonable answer 10 these uncertainties.
There are certain statistical aspects scheduling large projects consisting of numerous
activities whose completion times are uncertain and are independent of one another.
PERT is 4n event-oriented technique. By 'event’ we meun reaching a certain stage of
completion of the pruject.

Another technique, Critical Path Method, abbreviated as CPM. has emerged
simultaneously. It is alsu a network technique but it 15 conceined with obtaining the
trade-off, between costand cornpletion date for large projects. In any project consisting
of several activities each activity can be completed in 2 normal duration with normal
cost. If we employ more persons or skilled people or given overtime to the workers.
the activity could be completed in a reduced duration known as crash duration. But
this involves an increased cost in the form of additional yesources. With CPM the
amount needed to complete the various aclivities is assutned 1 he known with certainty.
So, the direct costs for the activities increase and hence the cost of the project also
increases. By reducing the activity duration of some ar all possible completed ahead
of the schedule. This will naturally reduce the overhead cost for the entire project. On
one hand the direct expenses increase, if we shorten the activity duration, but, the
indirect expenses for the project are reduced. We have to strike a balance or an
optimum time. schedule, or a least cost schedule is to be nbtained. This is the purpose
of the Critical Path Method. Thus CPM is not concemed with uncertain job times as
in PERT. PERT is useful in research and developmental projects, whereas CPM is
mostly used in construction projects, or in situations already handled, so that the details
like the nonmal completion time. crash duration and cost of crashing are already known.

The following are the suggested applications when PERT or CPM is found useful:
®  The construction of a building or of a highway,

®  Plunning and launching a new product,

e  Scheduling maintenance for a project,

o  The munulacture and assembly of a large machine rocl

e  To conduct a music vr drama festival. and

®  Preparation of budget for a company.

Game Theory

Game theory is a slightly oddly de?ned subject mattet. A game is any decision problem
where the ouicome depends on the actions of more than one agent. as well as perhaps
on other facts about the world. Game Theory is the study of what rational agents do



in such situations. You might think that the way to figure that out would be to come up
wilh 4 theory of how rational agenrs solve decision problems, 1.¢., {igure out Decision
‘Theory, and then apply it to the special case where the decision problem involves
uncertainty about the behaviour of other rational agents. Indeed, that is really what 1
think. But histerically the theory of pames has diverged a ligtle from the theory of
decisions. And in any case, pames are 4n interesting enough class of decision problems
that they are worthy of attention becanse of their practical signi¥cance, even if they
don't obviously form a natural kind.

Game thegry is the branch of decision theory concemed with intordependem decisions.
The problems of interest mvolve multiple patticipants, each of whom has indsvidual
objectives related to a common system or shared resowrces. Because game theory
arose from the analysis of competitive scenarios, the problems are called zames and
the participants are called players. Bul these technigues apply to more than just sport,
and are not even limited to competitive situmtions. In short, game theory deals with
any problem in which each player's strategy depends on what the other players do.

Simations involving interdependent decisions arise frequently, in all walks of life. A
rew examples in which game theory could come in hasdy include:

e  Frignds choosing where to go have dinner
o  Parents irying to get children to behave

e  Commuters deciding how to go to work

®  Businesses competing in a market

&  Diplomats negotizling a lreaty

e  Gamblers betting in 4 cand game

All of these situations call for strategic thioking - making vse of available information
to devise the best plan to achieve one's objectives. Perhaps you are already familiar
with assegsing costs and benefits in order to make informed decisions between several
opuons. (Game theory gimply exicnds this concept to uerdependent decisions, in
which the oprions being evaluated are functions of the players' choices.

The appropriate techniques for analysing interdependent decisions differ significantly
from those for individeal decisions. To begin with, despite the rubric game, the object
i a0t to win. Even for sirictly competitive games, the poal is simply 1o identify ong's
opmal strategy. This may sound like a eupbemism, but il is actually an important
distinction. Using this methodelogy, whether or not we end up ahead of another playere
will be of no consequence; our only concern will be whether we have used our optimal
strategy. The reasons far this will become clear as we continne. In gaming, players'
actions are referred to as moves, The role of analysis is 10 idenlify the sequence of
moves that you should use. & sequence of moves is called g sirategy, 50 an optimal
strategy is a sequence of moves that results ia yoar best outcome. (M doesn't have o
be unigue; more than one strategy could result in outcomes that had equal payofts,
and they would all be oprimal, as long as no other strategy counld result in a higher
payoft.}

There are two fundamental types of games; seguential and simultaneous. In sequential
gamics, the players must alternate moves; in simoltaneous games, the players can act
at the same time. These types are distinguished because they require different analytical
approaches.
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Sequential Games

To analyse a sequential game, first constiuct 4 game (ree mapping oot all of the
possibilitics, Theu follow the basic strategic rule: "look ahead and reason back".

1.  Look ahead to the very last decigion, and assume that if it comues o that point,
the deciding pluyer will chuose hisfher optimal cuteome (the highest payoll, or
atherwise most desirable result).

2. Backupio the second-to-last decision, and assome the next player would choose
his/her best outcome, treating the following decision as fixed (becavse we have
already decided what that player will pick if it should come to that).

3. Continue reasoning back in this way nntil all decisions have been fixed.

That's all therc is to it. If you actually play cul the game after conducting your analysis,
you simply make the choices you identified at each of your decisions. The only time
you ¢ven have to think is if another player makes a mistake. Then you must look
ahead and reason back again, to see if your oprimal strategy has changed. Notice that
this proceduree assumes that the other players are as smad as we are, and are doing
the same #nalysis. While this may not be the case. it is the only safe assumption. If it
is correct, we will have made our best possible decision. For it to be incorrect, an
opponent must choose an option not in hisfher own best interests.

Simultaneous Games

Twming to simultaneous games, it is immediately apparent that they must be handled
differently, because there is not necessarily any last move, Consider a simple, but
very famous exarmple, called the Priscner's Dilemma: two suspected felons are canght
by the police, and intesrogated in scparate rooms. They e cach 1old the Tollowing:

¢  [f you both confess, you will each go to jail for 10 years.
e  ¥only one of you confesses, he gets only 1 year and the other gets 15 years.
#  [If neither of you zonfesses, you each gotl 3 years o jal

We cannot look ahead and reason back, since neither decision is made first, We just
have to consider all possible combinations. This is most easily represented with a
game table listing the players’ possible moves and ontcomes. Table below, presents
the outcomes fior the first prisoner, for each possible combination of decisions thathe
and the other prisoner could make:

Pricones's Dileenmia Game Table

First Prisoper*s Decisinn

Cornfes Hald Cur
Hber Comfern 10 years 25 years
Prisoner's
Decislon  prrd onr 1 year 3 years

Souree: htipffmsl [ miledo/ BRI nekdfd.d_~_ Game_Theory.pdf



The game table (also called a payeff mawix) clearly indicates if that the ather prisoner
confesses, the fiest prisoner will cither get 10 yoars if he confesses or 25 if he doesn't.
S0 if the other prisoner confesses, the first would alse prefer to confess. IF the other
prisoner holds out, the first prisoner will get 1 vear if he confesses or 3 if he doesn't,
so again he would prefer (o confess. And the other prisoner's reasoning would be
identical. There are several notable features in this game. First of all, both players
have dominant strategies. A dominant strategy has payofls such that, regardless of
the chuices of other players, no other strategy would result in a higher payoff. This
greatly simplifiey decisions: if you have a dominant strategy, use it, because there is no
way to do better.

Thus, as we had already delermingd, both prisoners should confess. Second, both
players also have dominated strategiss, with payoffs no better than those of at lcast
one other strategy, regardiess of the choices of other players. This also simplifies
decisions: dominated sirategies should never be used, since there is at least one other
strategy that will never be worse, and could be better (depending on the choices of
other players). A fipal observation here is that if both prisoners use their optimal
strategies {confess), they do not reach an optimal cutcome. This is an important theme:
maximizing individual welfare does not necessarily aggregate to optimal welfare fora
group. Consequently, we see the value of communication. If the two prisoners could
only communicate, they could cooperate and agree to hold out 5o they would both get
lighter sentences. But without the possibility of communication, neither can risk it, so
both end up worse off.

Although it was very simple, the above example laid the groundwork for developing
strategies Tor simultaneous games;

s If you have a dominant strategy, use it.
e  (therwise, look for any dominated stratepies and eliminate them.

Many games can be solved vsing these steps alone. Mote that by eliminating a
dominated serategy, you cross off 8 whole row or column of the game table, which
changes the remaining strategies. Accordingly, if yowr can eliminate a dominated steategy,
you should immediately check to see if you now have a dominant strategy. 1F you do
ne, then look for another dominated strategy (there may have been more than coe
otiginally, or you may have just created one or more). You can keep iterating in this
way until you cither find a dominant sirategy, or the game cannot be reduced any
further.

Therefore, game theory is exciting becanse alihough the principles arc simple, the
applications are far-reaching. Interdependent decisions are everywhere, potentially
including almost any endeavour in which self-interested agents cooperate and/or
compete. Probably the most interesting pames involve comununication, because 5o
many lavers of strategy are possible. Game theory can be wsed to design credible
commitments, threats, or promises, or to assess propositions and statements offered
by others. Advanced concepts, such as brinkmanship and inflicting costs, can cven be
found at the heart of foreign policy and muclear weapons strategies i some the most
important decisions peaple make,

Basic Terminology of Game

Following arc the basic terms used in game theory:

® - Backward Induction: Backward induction i3 a technique te solve a game of
perfect information. It rst considers the moves that are the last in the game,
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and determines the best move for the player in each ease. Then, taking thesc as
given future actions, it proceeds backwards in time, again Jelermining the best
move for the respective player, until the beginnimg of the pame is reached.

Common Knowledge: A factis common knowledpe if all players know it, and
know that they all kaow it, and 50 on. The structure of the game is often assomed
to be common knowledge among the players.

Dominating SMrategy:; A strotegy dominates another strategy of a player if it
always gives 3 better payoff to that player, regardless of what the other players
are doing. It weakly dominates the other strategy if it is always at least as good.

Extensive Game: An extensive game (or extensive form game) describes with
a tree how a game is played. It depicts the order in which players make moves,
and the information each plaver has at each decision point.

Game: A game is f formal deseription of & strategic situation.

Game Theory: Game theory is the formal study of decision-making where
several players must make choices that potentially affect the inferests of the
other players.

Mired Strafegy: A mixed strategy is an active randomizaton, with given
prohabilities, that determines the plaver's decision. As a special case, 3 mixed
strutepy can be the deterministic choice of one of the givan pure sirategies.

Nosh Eguilibrinm: Nash equilibrium, also called sirategic equilibrium, is a list
of strategles, onc for cach player, which has the property thal oo player can
unilaterally change his strategy and get a better payoff,

Payaff: A payoff is a number, also called niility, that re?ccts the desirability of
an outcome (o a player, for whatever reason. When the outcome is random,
payoffs are wsnally weighted with their probabilities. The expected payoll
incorporates the player's attitude towards nsk.

Perfect Information: A game has perfect information when at any point in Gine
ooly one player makes = move, and knows all the sttions that have been made
until then.

Player: A plaver ig an agent who makes decisions in a game.

Ratierality: A player is said (o be rational if be seeks 1o play in a manner which
maximizes his own payoff. I is often assumed that the rationality of all players
is common knowledge.

Strategic Form: A game in strategic form, also called nermal form, is a compact
sepresentation of & game in which players simultansously choose their strategies.
The resulting payoffs are presented in a table with a cell for each strategy
combination.

Strategy: In a game in strategic form, a strategy iz one of the given possible
actions of a player. In an extensive game, a sirategy is a complete plan of
choices, one for cach decision point of the player,

Zerp-sum Game: A game i said to be zero-sum if for any outeorae, the sum of
the payoffs to all players is 7ero. In a two-player zero-sum game, one player’s
gain is the other player's loss, so their interests are diametrically opposed.



Svstems Approach Evalstion of Managemeny Thoughis

In the 1960s, a new approach to management appeared whict: attempted to unify the
earlier schools of thought. This approach is commonly referred to as ‘Systcms
Approach’. Basically, it took up where the functional process management scheol let
off to try to unify manageinent theory. A system viewpoint may provide the impetus
10 unify managcment theory. By definition, it could treat the various approaches, such
as the process, quantitative and behavioural ones, as subsystems in an cverall theory
of management. Thus, the systems approach may succeed where the process approach
has failsd to lead management out of the theory jungle”.

Sdentific Manageme vs, Quanitative A pproach

Scleulific Managemenl Approach Quantitafive &pproach
1. [t sdvidcutes use of seientific methods ta 1. N1 advocales use of mathemalica) and siatiriical
in taanagirg. wchniques for solving maaagemenl problems,
2. If focussed on improving officiency of 2. It focussed on finding right answers W
workers itnd muchinegs by finding onc manggerial protlems.
best way of doinig thiugs.
3. Tne main techniques of scientific maoagemeni 3. The inatn 1echmque of quaniitsiive approach is
are fime and MOtion §twdies, opecsiions research.
4. {t lays stress on experiment and rescarch 4. 1 lays steess on devaioping ovoRoIRCHTic models
for improviag eifficiency. for 18king manngenisl declsions.

&. The conceptoal hase of scientific managesnent §. @uantitziive appsoach way populacised by W.C,
wus provided by EW. Twylos und his assoctates.  Churchmam snd Bis assogisies.

The systems approach iz based on the geperalizalion 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 interactions, form a unitary whole. 1t
is simply an assemblage or combination of things or parts, forming a complex whole.
Its impoctant feature is that it is composed of hierarchy of sub-systems. The world as
a whole can be considered to bc a systems in which various national economies are
sub-system . In turn, each national economy is composed of its various industries,
each industry is composad of firms, and of course, a firtn can be considered a system
cemposed of sub-systems such as production, marketing, finance, acoounting and so
on”. Thus, each system may comprise several sub-systems and in tum, cach sub-
system be further composed of sub-systems.

An osganisatien as a systern has the following characteristics:
(i) Asystemis goal-orlented.

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

(i) A system is engaged in processing or transformation of inputs into outputs.

(v) An organisation is an open and dynamic system. It has continuous interface
with the extcrnal environment as it gets inputs from the environment and also
supplies its output 10 the eavironment. 1t is sensitive to its environment such as
govermipent policies, competition in the market. techmological advancement, tastes
of people, etc.

(v) A system has a bonndary which scparates it from other systems.

3.2.1 Open System Concept

A ivstem may be closed or open. A closed system is self-dependent and does not

) : . £ . 5t
have any interaction with the external environment, Physical and mechanical systerns
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are closed systems. A closed system concentuates completely on internal relatioaships,
i.e. interaction hetween snb-svstems only. Because of lack of interaction with
environment, it is unable to monitor changes occurring in the ¢xternal eovironment.
On the other hand. an open system has active interface with the environment through
ihe iaput-eutput pracess as shown in Figure 1. It can respond to the changes in the
environment through the feedback mechanisni. That is why modern authors consider
organisation as an open system.

. |
» Environrzent 3
> N |
e, A}
4 lopu X
: g Cuigul \
- . oq mi e sard »y
f "o O:Lamsfmon baSand 1
Matasia) Empioyces. e L
LT Mnledisl and - i
‘\ ) | aboec Mansgerial i
fechanlugy . Pegopises !
(U ‘\‘__‘,’f) L
\L —————————————— J(
A s
N rd
T Feedbuck Siag
~ -

-
e e

{ Fyweife R I o S

Figure 1; Open System View of O cgunisation

An open system oblains inputs, such as raw rnaterials, layout, capital, technology and
informalion, from the environment. Operatious are performed wpon the inputs and
combined with the raamagerial process to produce desirable outputs which are supplied
te the environment {i.e., custemers). Through « feedback process, the envitonment’s
cvaluation ef the output becomes part of the inputs for further organisational activity.
it the environment is satisfied with the output, business operations continue. If it is
not, chenges are initisted within the husiness systcrms so that requirements of the
customers are fully met. This is how an epen system respoads (o the forces of change
in the environment.

Features of Systems Approach

The systems approach i$ far more superior te classical and neo-classical approach
because of the following features:

(i) Open system View of Organisation: The classical theory treated orgaoisation
as aclosed system. Rut moderis theory considers organisalion as an opco system
which has contingous interaction with the environment. It gets varions resources
frem the envirooment and ansforrns them into outpuL desired by theenvironpment
Due weightage has to be given to the environmental factors affectiag the
manageraent of an mBanisation.

{i) Aduptive System: Organisaiien is an open system; its survival and growth in a
dynamic environment demanid an adaptive system whichcan centinuonsly adjust
ta changing environment. Masiagernent tends to bring changes in the sub-systems
of the asganisadons to cope up with the challenges of environmental (orces.
Since there (3 a provision of feedback mechanism, management can evaluate its
pedformaoce and take corrective actions, The basic role of management is
considered in terms of its adaptability to envirooment,

(iii) ZInterdependent Sub-s¥ysterns: An organisation is a system consisting ol several
sub-systemns, For example, in a business enterprise, production, sales and other
depastments and spb-systeras, All these sub-systems are functionally interacting
and interdependent. They arc usel together into an organic whole thsough gosls,
authority flows, resources flows and soon.



(tv) Whole Organisation: The system approach provides a unified focus to
organisational effoets. It gives managers 4 way of looking ut the organisation as
a whole that is greater than the sum of its parts. The stess is laid on integration
of various sub-systems of the organisation to ensure averall effectiveness of the
system,

(v) Synergy: The output of a system is aiways more thun the combined output of its
parts. This is called the Jaw if synergy. The parts of system hecome morc
produclive when they interact with each other than when they act in isolation.

(vi) Multi-disciplinary: Modem theory of management is enriched by contxibutions
from variocus disciplines like psychology, seciology, economics, anthropology.
mathematics, opcrstions research and so on.

Apprzisal of Systems Approach

The systcms spproach 19 based on the General System Theory and is of great
sigoificance to the management of modern organisation. 1t exemines interrelaticnship
und interdependency among organisational part and seeks 10 answerquestions arising
from these relationships. It concentrates on the working of various sub-systems so as
to ensure the survival and growth of the system.

The system approach is an attempt 1o design an overall heory of management.
Interdependeuncy and inter-relatiouships between various sub-systems of the
erganisation is adequately emphasized. A pressure for change in one sub-system
generally has a direct or indirect influence on the other sub-systems also. Thus. the
systems approach acknowledges enviropmental influences which were ignored by
the classical theory. it empbasizes adapfability (ability to respond to change) as well
as efficiency. Hence, rigid rules and regulations cannor deal with uncertain and
uncontroliable events.

The systems gpproach represents a balanced lhinking on organisation und managen:ent.
[t stresses that managess shouid avoid analyzing problems in isolation and rather develop
the ability for integrated thinking. It prevides a unificd focus to organisational efforts.
It stresses the dynamic, multi-dimensional and adaptive nature of organisations. It
provides a strong conceptual {raroework fer meaningful analysis and undeestanding
of organisations. It recognizes the inieraction and interdependence among the di(ferent
variables of the environment. It provides clues to the 1o the complex behaviour of an
organisation. I{ warns against narrow fragmented and piecemes! approach to problems
by stressing inter-relationships.

The systems approach is criticized as being too abstract and vague. It cannot easily
be appiied to practical problems. It does not offer specific ols and techniques for the
practising manager. Moreover, this approach does not secognize differences in syswems.
It fails to specify the nature of interactions and interdependencies between an
organisation and its external cnvironment.

Contingency Approach

A review of the earlier schools of management helps us to place the current approach
to management in pegspective. The pecformance results of the management process
school’s universalist assumptions wete generully disappninting. The hehaviourat
approach (o managemeat was incomplete. Certain quantitative techniques worked in
some sitvations and not in others. The qnantitative people could not solve behavioural
problems and behavioural pesple could not overcome operations problems sdaptable
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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 (o 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 1930. However, the work of Joan
Woodward in the 1950s marked the beginning of the contingency approach to
organisation and management. Other contributors include Tom Burns, 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 bridge the theory-practice
gap. It does so in the systems framework. In other words, contingency approach as
regards organisation as an open and dynamic system which has continuous interaction
with environment.

According to Kast and Rosenzweig, “The contingency view seeks to understand the
inter-relationships withiss 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 suggesung organisational designs
and managerial actions most appropriate for specific 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 paris of the overall conceptual
framework for contingency management: (1) environment: (i1) management concepts,
principles and techniques; and (iii) contingent relationship between the first two.

A general framework for contingent management has been shown in Figure 2. However,
it is an abstract depiction of the contingency model. The environment (If) is an
independent variable whereas management (Then) is a dependent variable. The
independent “If’s” are along the horizontal axis. The goal of contingency management
is to fill in as many cells of the matrix as possible. For exampie, in the bottom left-hand
cell of the matrix. a relevant environmental condition would be identified (one or a
combination of the “il's") and then be contingently reluted to an appropriate
management (one or mare of the “then’s”) for the most effective goal attainment
possible.

THEN {Managenesii

IF {(Environmental Variables)

Figure 2: Conceptual Framework of Contingency Model.



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
fromsituation to situation. For instance, panticipative leadership may be more effective
in an organisation emploving professional personnel in a high technology operation in
an atmosphere of non-matenialistic orientation and free expression. On the other hand,
authoritarian leadership would be morc effective in an organisation which employs
unskilled personnel on routine tasks in social values oriented towards materialism and
obedience to authority.

Evaluation of Contingency A pproach

Contingency approach guides the managers to be adaptive to environmental variables.
In other words, the managers should develop situational sensitivity and practical
selectivity. Adoption of this approach can be useful in the formulation of strategies,
design of effective organisations, planning information systems, establishing
communication and control systems, shaping motivational and leadership approaches,
rcsolving conflicts, munaging change, etc. Thisapproach highlights the multivariate
nature of organisations #nd explains 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 stable environmenl, it can
have a mechanistic structure characterized by high degree of differentiation,
centralization of authority, rigid hierarchical relationships, rules and regulations, etc.
But if the environmeni is dynamic, organic structure would be more appropriate.
Organic structure is characterized by decentralized decisiun-making, collaborative
relationshaps, open comsnunication, scope for innovative decision-making, etc.

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

Systems Approach vs. Contingency Approuach

Systems Apprsach Contingency Approach

1. It lays emphasis on the ntei-dependencies and|B. 1t identifies the noture of inler-dependencies
iteraclions ameny syswwe und sub-systems. and the impact of environmeat of nrgantsational
design und manugerinl style.

—

2, It treats #ll orpgunisations alike Size of the 2. Ench organisstion iy 10 be studied as a shigue
organisation, and s socio-cultural setting entity
are not considercd.

3. It studies organisatzon at the philosophical 3. [t followy ag action-ucienied upproach and sa s
level. pragmatic. [t s bases) on empirical studies.

4. I does not comment on the validity of the 4, I rejects the blind application of the classical
classical principles of mastapgement. principles ¢f mansgenient.

S. It simply lays down thar the organisation 5. The impact ol esvisomnen on the organsalson
interacls with the eaviranmient structure snd matagertal style is the major

concern of camingency appreach

Contingency approach is an improvement over systems approach. 1t not only examines
the relationships sub-systems of the organisation, but alst the relationship between
the organisation and its environment. The contingency approach seems to hold a
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great deal of promise for the futurc devclopment of munagement theory and practice.
The other approaches to management can all be incorporated into the coatingency
framework. However, the costtingency approach suffers frem two limitations. Firstly,
1t does not recognize the influence of management concepts and technigues on
environment. Secondly, literature in contingency management is yct not adequate.

Operational Appreach

Kootnz, O'Donnefl and Weihrich have advocated the operational approach to
manéagement. In doing so, they have atiempted to draw together the pertinent
knowledge management by relating it to the managerial yob, j.e.. what managers do.
This approach ecognizes thal therc is a central core of knewiedye about managing
which exists in hanagement such as line and staff, patterns of departmentation, span
of manngement, m:magerial appraisal and various managerial control technigques. Many
other pertinent elements of knowledge are derived from ather fields such as application
of system theory, mos vation and leadership, decision-naking, greup behaviour and
cgoperative systems, ¢ornmunication, and mathematical analysis and practices.

Operational appreach (o management regan(s oranagement as a universally applicable
body ef knowledge that can be brought to bear at all levels of managing and in all
types of enteeprises. At the same time, the approach recognizes that the actual probleins
managees face and the eavironments in which they eperate may vary bulween
enterprises and lcvels. Jt also recognizes that application of science by perceptive
practitioner must lake this into account in Jesigniog practical problem solutions.

The operatiogul approach to management is bascd largely on the following fundamental
beliefs that:

(i) Management is un operational process initially best dissccted by analyzing the
management functions.

(iiy If the knowledge of management is te be presented effectively, clear concepts
are necessary.

Gif) Experience with managing in a variety of situations can furnish grownds for
distillation of basic trnths-theory and principles-which have a clarifying und
predictive value in understanding and improving practice.

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

{v) Managing is an an (like medicine and engineering) the should tely on underlying
science-concepts, theory sl principles and techaigues.

(vi) While the total culture snd the physical and diological universe vasiously affoct
the manger’s cnvironment, as they do in every other field of science und art,
management science and theory need net encompass all knowledge in order te
serve as ¥ useful foundation of management practice.

Geerge R. Terry has advocated the use of “modified managemenl process” approach.
This approach is quite similar to operational approach suggested by Koontz, ODoanel
and Weihsich. Terry feels ihat such an approach should be (oflowed which can be
termed the efeciric process school af management, teaturing the basic frame work of
_the process approach modified by certain theories from other appropriate schools of



management thought. Electric means “consisting of what is selected” and this term
has heen interpresed to indicate raking the best fremn 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

K. W. ‘Iaylor

FW. Taylor was the fiest person who insisted on the introduction of scientific methods
in managementand it was bve who, along with his associated], made the first systemnatic
study of management. He launched a new movement in }310 which is known as
‘Scientific Management'. That is why, Taylor is regurded as the father of scientific
management.

Taylor was bom in 1856 in Philadclphia, U.S.A. He started his career as an apprentice
in 4 small machine making shop in 1870 and rose to the position of chief engineer of
Midvale Steel Works in 1884 atthe age of 28. Tayler conducred a series ofex periments
over a period of more than two decades. He experimented with machines tools, speed
metals and the like. One of his expeniments led to the discovery of high speed stee)
which made it very popular. Other expeciments related to the way men handled
materials, machines and toois which led him (o the development of a coordinated
system of shop management. [n shott, he experitvented in ditterent fields to eliminate
wastages of all types, increase the cfficiency 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 scientfic management. He was highly opposed by the
management and the workers and his services were terminated unceremonioutly in
1901, Taylor presented his first paper entitled ‘A Piece Rate System’ in 1895. His

- second paper “Shop Management™ was published in [903. It focussed attention on
his philesophy of management. His famous hook “Principles and Methods of Scicntific
Management” was publisbed in 1911 and his other contribution was “Testimmony Before
the Special House Commitiee”™ which was given in 1921. It may be poinied out that
the Jast twe works were combined in one book entitled ‘Scientific Managerent® in
1947 by Harper & Brethers. New York.

Henri Fayol

Henri Fayol was borm in 1841 in Finance. He joined ag jusior executive in a Erench
mining company in 1860 and rose to the position of its Chief Executive in 1888. As an
engineer he wus fully ceservant with the principles and technigues of management.
His workshop experience contributed a lot te his thoughts on management. He felt
that there could be a single udministralive science whose principles are universally
applicable. icrespective of the type of the organisation and mnanagerial situation. Because
of his emphasis on universality of management psinciples, he is known as *Universalist'.

Evolulion of Managemant Thaughes
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Comparisen of Taylor and Fayal

Taylor {Scientlflc Maoagement) _‘

lak

. He peid more Atlention 1o shop and factery

- He worked irom bollem 0 top level, His

Fayol (Adminlatrative Management) _

managcment.

centre of study was the operator ut the shop
kevels,

Hin sgproach was o kind of effichency
maovement. Thes, il hod o rurow perspestive,

b, He gave more emphases an Lthe funciions of
maozpers tod the mManpgemen: process 85 a
whiole.

2. He worked frem lop level to downwardy laying

sitess o0 unily of connand, waiy of dirgcticn,
courdination, espol de corps, etc.

J. He had i wider perspective. His scheme was o

evolye principbes which could be applied to

admijoisiration in ditferent sphenes.

4, He gpove siress on increaping producliviry 4. He showed mgard for dhe human =lement by |I
rather than on hemen resources, advousling principles sugh 25 initiative, atabiliy

'| of service amd spirh of exmeralion |

5, He is known as the faker of Sciemific 5. He is known ss the father of Manage mant
Managemenl i Process, |

Fayol published 2 pumber of papers and books in his mather tongue. His classic book,
*Adpninistration Jndystrielle et generale’ (1919) was ariginally transiated as *General
and Indusirial Adminisiration’ (1929), It was tanslated ax General and Endustrial
Management in 1949, some thirly years afler its original publication.

Fayol's lemg practical experience is amply reflected in his walken work. He ined to
develop a theory of management. He discussed the principles of general management
and argued that managerial ability can be acqoired as any other technical ability, He
not only recommended formal teaching in managemenl but also practised it by founding
the Centra for Administrative Sindies in Paris. Thus, he was a piopeer in the ficld of
manapgement educatipn. In brief, Fayol's views on management command acceptabiliny
even today because they are much in tune with the reguirements of the management
in the present day world. He has been oghtly called the father of general management.

The quote Theo Haiman, “As long as we refer to Taylor as the father of scientific
management, we would do justice to Fayol and his work 1o call him rhe father of
principles of management”. We can conclode the sontribution of Taylor and Fayol in
the words ol Urwick, “The work of Taylor and Fayo! was, of course pssentially
complementary. They beth cealized tial the problems of personned and ils managernent
at all levels 1s the kay to industrial success. Both applied scientific methods 1o this
prablem. That Taylor worked primarily at the operative leved from the botwom of the
industeiat hierarchy upwards, while Fayol concentrated on the menaging director and
worked downwards, was merely a reflection of their very different carcers. But
Fayol's capacity 1o sce and 10 acknewledge this publicly was an cxample of intellectual
integrity and generosity of spirit™.

Frank and Lillian {zilbreth

Although their contributions were numeroas, the Gilberths added two especially
important featores to scientific management. Franck Gilbreth {1868-1924) was an
engineer, and he concentrated his attention oo time and motion study. Working initially
with bricklayers, he analyzed the actual moticns involved int a job and sought 1o minimiz.:
futigue through developing the one best way to do a job. Gilbreth developed » number
of new technigues to assist in me study. For example, he developed micromotion
shdy, which used a mdbtion picture camernd and a large ¢clock murked off in hundiedihs
of seconds to analyze individnal motions.



Lillian Gilbreth was the wife of Franch Gilberth. She was a scholar in her own right
and noted psychologist. Her renowned 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 (heir
important to the productivity of the workers. She advocated that management should
take interest in workers.

Henry L, Gantt (1861-191%)

Gantt is probably best remembered for his development of task-and-bhonos sysiem
and his pecfection of the Gantt Chart, Taylor's differential piece rale systern was an
incentive plan whereby the worker was paid on the basis of his daily output. Ganit's
task-and-bonus system was 50 structured that the worker received a day’s wape
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 foreriinner of some of the scheduling techniques.
Gantl like the Gilbraths was concerned about the human factor in management. In

this Yale fecture of 1913 he explicidy noted that financial incentives are cnly one of .

numerecus motives which influence men. He also recognized management’s
responsibility to the community and was concerned about the businessman's desire
for profirs over community services.

Harrigton Emerson (1853-193M)

Harringlon Emerson referred (o as the “high priest of efficiency™. was an engineer by
profession. He proposed twelve principles of efficiency that were, according 1o his,
intensely practical, tested, and extremely successful. He was ong of the first practising
efliciency engineers, and he also advocated applying the lessons learnt by (he malitary
te the problems of business organisations.

Oliver Sheldon

On the basis of his experience in his military service and association with Coca Works
of Rowntree and Company, Sheldon developed the concepts which he published in
1923 in the Torm of a book The Philosophy of Management. I this book, he tried to
distinguish between muanagement and administration. Sheldon attempred 10 mix social
ethies with the practicality of scientific management. He concemed himself with the
totality of management and its logical positon in the community. This was a2 novel
direction for management.

James D, Mooney

Mooney wrote 2 book Principles of Organisation and Co-authored Onward Industry
with Ailan C. Railey. Mooney conceived of the idea that the principle of organisation
employed by all great leaders throughout history must surely be same, be, therefore, set
out on a search for all availubie liteeature, He developed three principles of organisation:

1.  ThePrinciple of Coordination,
2.  The Scalar Principle, and
3.  The Functional Principle.

Ewatietion of Manazemen Thoughts

L3y



ivlanagemen:r Sciemce

£l

Elton Mayo

Elion Mayo is said Lo be the father of Human Relations Movemeat, He condocted
experiments in human relations and presented his findings in his book "*Human Problens
of an Industrial Civilizarion”, Published in 1933, The Studies at the Hawthome Plant
of Western Eleciric Company under his guidance are a landmarks in development of
management thought. These showed that an organisation is not merely a formal lifeless
structure, but a dynamie, 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 factors, Considerate supervision, giving autonony to the workers, allowing
the formation of small cohesive groups of workers, creating conditions which encourage
and support the geowth of these groups and the cogperation between workers and
ranagement lead to increase in productivity.

Maya's contribution to management thought lies in the recognition of the fact that workers!
performance 15 related (o psychological, soctological ard physical Factors. Hawhomed
Study was an important landimark in studying the bebaviour of worker arcd his relationship
1o the job, his fellow workers and the organisstion. It discarded the enpinsering approach
(as in Scientfic Management) to the problems of work. Rather it proved that informal
work-groups and the opportunity o be heard and participate in decision-making have an
important impact on the productivicty of the werkers,

Chester 1. Barnard

Like Henri Fayol, Barnad {1886-1961) 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 Exccutive, Barnad described organisation as a social system that
requires human coopetation. He also introduced the concepts informal veganisation,
status, and communication.

According to Bamard, Formal organisation is a cooperative system in which there are
persons able to comrounicate with each othet, and are willing Lo contribute towards a
common purpose. it is the primary duty of a manager to shimuolate people to high
levels of effort. Organisational success, thus, depends on the manager’s ability to
obtain cooperation from the erganisational members,

Barnard concentrated mainly on the working and efficiency of social systems. That is
Wh}r, he is also known as the father of Social System School of management thonght.
He started with the individual, moved 1o cooperative organized endeavour, and ended
with the executive functions. Bamard identified the following functions of an excoutive:
(a} the maintenance of organisational communicatiot, (b) securing essential services
from individuals in the organisation, and {(¢) formulating and defining the purpose. By
performing these functions, the executives can achieved good hunan relations in the
organisation.

Barnard developed a new concept of authority known a5 acceptance authonty. He
sugzested that a person will accept the communication as aathortative only when
Four conditions ave satisfied : (a) he can understand the communication, (b} he beligves
that it is consistent with arganisational purpose, (c) ke believes it to he compatible
with his own personal interests, and (d) he is mentally and physically able to comply
with it



Bamard is also remembered for his views on social responsibility of management,
The philosophy of sociul responsibility of management emphasises that management
should provide fair wages and securily, and also create an atmosphere conductive to
the growth and development of the worker as a good employee and citizen. The
management should alse satisfy the other groups with whom the organisation has
interaction such as investuors, customners, suppliers and community.

In brief, Chester I, Barnard was a dynamic trailblazer in the field of management. He
studied the inter-relationships with in the organisation and suggested cooperalion
between management and workers to achieve the goals ol the organisation. His
definition of formal 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 American political and social scientist, got the Nobel Prize in
Economics in 1978. He has several publications to this credit such as Administrative
Behaviour, 1947, Public Administration, 1950, organisation, 1958, the New Science of
Management Decision, 196U, The Shape of Automation for Men and Management,
1965.

Simon examined the accepted principles of administration and found these contradictory
as well as ambiguous. Simon criticized the principles of management propagated by
earlier writers like Lyndall Urwick and Gulick. He decried these principles a s ‘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 popular for his “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
management. 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. MeGregor's observation of human behaviour led him to formulate
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 former director of the Institute 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 Patierns
of Management’ published in 1961 and ‘The Human Organisation’ published in 1967.
These styles of leadership are:

1.  Exploitative-Authoritative.

2.  Benevolent-Authoritative,

Evuiytion of Manugement Thoughts
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3. Consultative-Democratic,

4.  Participative-Demecratic.

Peter F. Drucker

Bom in Vienna in 199, Peter Prucker is 4 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 feld. He is a legendary figure in
management thought through his writings and consitltancy.

Drucker viewed management as the ‘dynamic, life-giving element in an organisation’
which converis resources into cesult . He wrote about managemeni at it is rather than
as it shovld be. He mainlained that management can never be an exact science. He
laid more emphasis on practical experience than on formal degree in management or
administration. He introduced the concept of management by oblectives and seif-
contral in early tifbes. He maintained that economic performance is the ultimate test
of effectiveness of management. He argued that a company can make a sociai
contribution only if it is profitable. Prucker has also been concerned with futurity, He
stressed that a manager operates in a urbulent environment. In order to be successfui,
he must pradict envirenment and adapt his organisation o the environmental changes.

Peier Drucker is a contemporary management thinker. His works “The Practice of
Management {1 954), *Managing for Resuir’ {1964), *The Effective Excoutive’ (1967),
*The Age of Discontinuity' {1969) and ‘Management: Tasks, Responsibilities and
Practices’ (1974) are most significant. The Practice of Management is 4 very useful
guide to managers. “Managing for Results’ enables an executive 1o see his business
in a better perspective. It tells how the executive can find the right things to do. It
emphasis that economic performance is the specific fonction and business exists oo
account of economic perfermance. The ‘Lffective Executive’ presents a systematic
study of practices eszential Tor the success of executives. This 1s reganded to be an
indispensable book for executives. Drucker has discussed five principles in detail, viz,
time management, personil contribution to the organisation, making strength productive,
establishment of priorities and effective decision-making.

‘The Age of Discontingity’ (1968) focussed on changes in technolopy and their
implications for the economy. It emphasises the effects of shitts from manual work to
mental work, Prucker mentioned the sharp discontinnities between the pattems and
trends of the part fifty vears 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 compichensive
book. it is a compendium of Peter Drucker on management. This book discusses
systamatically the tasks of management and the nature of organisation. Drucker is of
the view thal in the success of managers lies the worlang of institutions and, in turn,
the working of the society. He feit thal manager need both a based competence and
a will to perform. His observations are based on experience. Drucker treats
management ‘not 50 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 testmony to his deep insights inlo the practice of
management, He is renowmed all over the world for his practicability and sophistication
of vicws, His extensive writings are a Jandmark in contemporary management.
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| Summarize
| The contributions of
|+ Modern management thought
e Human relation school.
. Scientific management,
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=

Summary

The study of Organization and management is a must to understand the underlying
principles of management. Yarious 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 to analyze the concept of management
and organization. Commonly used analysis of approaches to organization and
management is the three-fold categorization pivotal of classical, human relations and
systems. The classical wniters placed emphasis on purpose and structure, on the
technical requiremnents 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 informal 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 environment.

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

It might be that the study of organisations 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 v management in modern
work organisations.

Keywords

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

Scientific management: 1\ emphasizes efficiency of lower levels of organization.
Administrative Management: Concerned with the determnation of policies.

Bureaucracy: A form of rational organization characterized by division of labour,
specialization, structure, impersonal relations, competence of personnel etc.

Neo-Classical Theory: This approach emphasizes on the importance of social and
psychological factors in determining workers' productivity and satisfaction.

Human relationists: The neo-classical writers who were iistrumental in creating a
new image of man and the work place.

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,

Fvolution of Management Thoughts
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Quantitative Approach: It uscs scicntific wols for providing and quantitative basis
for Managerial decisions, [t believes that management problems can be expressed in
terms of mathematical symbols and relationships.

Systems Approach: 1t is based on the generalization thal an organization is an open
system composed on inter-related and inter-dependent elements.

Contingeney Approach: Tt 15 concertied with the analyeis of interaction of specific
organizations with their exiernal environment and the adoption of simucture 1o meet
the requirements of the sitoation.

Operational Approach: It 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
enterprses.

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

Closed system: A closed systenr is self-dependent and there 15 no interuction of the
system with the extemal environment.

Open system: An open system interacts with the environment obtaining inputs such
as raw matenal, layout, capital, technelogy etc and operations are perfarmed upon the
inputs 1o produce desired owiputs with the applicanon of leedback process,

Adaptive systerm. A system, which can continucusly adjost 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
1.  Describe varous Schools of Management Thought prevalent from time o lme.

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

3. Expilain the evolution of mapagement thought from the early pioneers to modem
times.

4. Write an explanatory not on Heori Fayel’s contribution to modern management.

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

6. “Payol is considered as the father of modern management theory”. Discuss.

7. Distingoish between Taylor and Favol as lar as the development of management
thooght is conceme:d.

B.  Wrte short notes on:
{. Human Behaviour School 2. Mathematical Schoel 3. Operational Approach,

9. Discuss the contribution of Bebavicural and Systern scientists to the development
of management thought.

10. Distinguish between the following:
{a) Contingency approach and systems appraach.
(b} Scientific management and quantitative approach.
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14.
1S.

16.

Write a short note on Human Relations Approach to Management.

Distinguish between Human Relations and Scientific Management approach to
Management.

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

Discuss the Systems Approach to the study of Managciment.

(a) Whatis systems approach to management? Explain the salient features of
this approach.

(b) What are the major contributions of the Hawthome experiments to the
present day orgunisations? :

“Elton Mayo is known as the father of Human Relations School”, Comment.
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UNIT-3

MANAGERIAL SKILLS

| LEARNING OBJECTIVES

3.0 Introduction

3.1 Levels of Management
3.2 Manugerial Skills

3.3 The Job of a Manager
3.4

Managenal Roles

30 Introduction

The term *Manager’ conveys different meanings to differeni people as there are no
prescribed duties and qualifications of a manager. In a big enterprise, there are two
distinct classes of empluyees, viz., (a) operative emplovees and (b) personnel employed
to supervise other employees. The personnel of second category are termed as
managers. In the words <f Edwin B. Flippo. “A manager is one who exercises autherity
and leadership over other personnel; the president (chief executive or gencral manager)
of a company is certainly 1 manager and so also is the departtnental 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 personncl.

31 Levels of Management

The term ‘levels of management’ refers to a line of desnarcation between various
managerial positions in an organisation. The number of levels of munagement 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 manugement 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. It may complicate the communication process
and make coordination and control difficult. Therefore. il 1s desirable to restrict the
number of levels of management. But the feasible span of control 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 given
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 incrcase
administrative and social distance”,

In most of the big organisations, there are generally four levels of management, namely,
top management, upper middle management, middle nunagement and lower level or
first line management. These have been shown in Figuse |

3.1.1 Top Level Management

Top management of a compaay consists of the Board of Ditectors and the Chief
Executive or the Managing Director. It is the ultimate source of authority and it
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Figure 1: Levels of Management

establishes goals and policies for the enterprise. It 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 orders and instructions and lay down
guidelines which must be followed by the lower levels.

The responsibilities of the chief 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 the enterprise. He
puts into effect the policy decisions taken by the Board and maintains effective
coordination in the organisation.

The functions performed by the top management are stated below:
(i) Top management lays down the objectives of the enterprise.
(i) 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.
{v) It coordinates the activities of different departments.
(vi) It controls the activities of all depariment with the help of reports, memoranda, etc.

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

Managenal Skills
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3.1.2

3.1.3

3.1.4

Upper Middle or Intermediate Management

Upper mmididle management consists of heads of vanous divisions. As shown in
Figure |, Production Director, Finance Director and Marketing Director comprise the
intermediate or upper middle management, The heads of functional divisions are in
constant touch with the top management. They are responsible for the effective
performance of thew functional divisions. They pursue the policies and programmes
laid down by the top management. They perform the fullowing functions:

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

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

(iili) They coordinate the tunctioning of their divisions.

(iv) They appraise and vontrol the functioning of middle management.
(v} They give directions and puidance to the lower levels

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

Middle Level Management

Middle level management generally consists of heads of functional departments.
They are responsible 1o 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 tnelude branch managers, superintendents and heads of
various sections.

Mary c. Niles, in her book *Middle Management’, has lad down the seven functions
of middle managemment, which are as follows:

(1)  Torun the details of the organisation, leaving the 10p managers as free as possible
of their irrespansibilities.

(ii) To cooperate in making a smoothly funetioning organisation.
{(iii) To understand the interlocking of departments in major policies.
{iv) To achieve the courdination between the different paris of the organisation.

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

{vi} To develop leaders for the future by broad training and experience.

{vii) To build a teum spirit where all are working to provide a product or service
wanted by the society.

As shown in Figure I, middle management may be upper middle management and
lower middle management. In small organisations, there is unly one layer of middle
management. But where both of these exist, it is the upper middle management that
gets authority direct from the t1op munagement,

Supervisory or Lower Level Management

Supervisory management refers to those executives whose work is to control and
direct uperative employees. This level includes supervisors, foremen, finance and
accounts officers, sales officers, etc. The essential feature of this level is that managers
at this level are in direcl contlact with the operative ¢mployees. They are more
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concemed with direction and control functions of tnanagementas compared te planning
and organizing, They implement the policies of top management communicatcd to
them by the middl¢ leve] managers.

Managcrs at the lowest level are also known as first line sapervisors. They represent
a link bulween the management and the workers. The importent functions ol a
superyisor or lower level executive arc listexl below:

(i) To plan and erganise the activities of the group.

(ii) Yo arrange ler necessary material, machines. tools, etc., fer workers and to
provide thiem the necessary working environment.

(1i)) To prove training (e the workers.
(iv) To supervise and guidc the subordinates.
(v) To solve problems of the workers.

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

Intensity of Management Functions at Different Levels

From the abave discussion, it can be concluded that all managers, top, middle and
first line perform the same managerial functiens. The maia diffcrence between their
jobs in terms of management [unctions is emphasis. As shown in Figure 2, the top
management sgends more time on planning and arganizing than doss the middle and
ficst line syanagement. The middle management spends more time on directing and
controlling than the top management. The first linc managcrs devote less time on
planning and organizing and more time on directing and controlling. Thus, the time
and effort spent on different functions will cepend on the level on which the manager
is placed in the managersial hiefarehy.

Manugenal
3 Planning PUEECSS h
™ Orgamieiog e | J
------------ s PN C SIS B R
Swhing - - =
PR o il TS Lo [
Lawer i Manege ) [ Corroliing

Figure 2: Managewent functiens at different Jevels

3.2 Managerial Skills

The job of a manager demands a mixture of many types of skills, whethcr he belongs
to a business ocganisation, an educational institution, a hospital or a club. A manager
is suecessful wheu he is able to make a simoosh functioning team of people working
under him. He is to reconcile, coordinaie and appsaise the various viewpoiots and
talents of people wosking under tim towards the orgapisation goals, He has also 10
plan and organise the nperatiops of the eaterprise so that the suberdinates arc able to
use the material resources in the best possible manner. For this, he must use the
various skills in appropnate degrees.

We can broadly classify the skills cequired by managers into the following three
categories: (i) Conceptual skills (ii) Human skills, and (iii) Technical skills as shown
in Pigure 3. Tachnicalskills deal with jobs, huranskills with persons and conceptuel

Managerial Skiils
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3.2.1

skills with ideas. The three types of skills are interrelated ind they are required by all
managers. But the proportion or relative significance of these skills varies with the
level of management

Top i Strategic planning and
management el decision making
Middle F Cuordinating and planning for
management g implementaiion
4]
First-hine 5
: S Implementation
management

Figure 3: 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 and to guide effectively the organisational efforts.
Conceptualisation requires extensive knowledge, imagination and ability to see
the ‘big picture” of the organisation. Conceptual skills are used for abstract
thinking and for the concept development involved in planning and strategy
formulation. Conceptual skills involve the ability 1o understand how the parts
of an organisation depend on each other. A manager needs conceptual skills to
recognize the interrelationships of various situational factors and, therefore,
mike decisions that will be in the best interests of the organisation.

(i) Human Skills: Human skills are essential to work with others and achieve their
cooperation, Human skills are the abilities needed 10 resolve conflicts, motivate,
lead and communicate effectively with others. Becuuse all work is done when
people work togethes, human relations skills are equally important af all levels
of management, Every manager should be able to communicate effectively and
also understand whal thoughts others are trying (o convey.

(i1i) Technical Skills: Technical skills refer 1o specialized knowledge and proficiency
in handling methods, processes and technigues of specific jobs. These skills are
most important at lower levels of management and much less important at upper
levels. The production supervisor in a manufacturing plant, for example, must
know the processes used and be uble to physically perform the tasks he
supervises. The data processing supervisor must have specialized knowledge
about computer software used in the system. In most cases, technical skills are
important at the lower level because sﬁpervisory managers must train their
subordinates in the praper 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 1o solve organisational
problems in the light of the prevailing external environment ut the organisation.

Importance of Skills at Different Levels

There are various levels of management and the managers &1 various levels perform
all the functions of management though in varying degrees. Thus, the level of skills
required at different managenal levels will be different as <howi in Figure 3. Conceptual
skills are critical in top cxecutive positions whereas technical sxills are very essential
for lower level management. Technical skills can be learnt easily, but other skills
cannol be learnt unless an individual has the potential and capacity and an inner urge
o learn them.

Conceptual skills are highly important for top management which is responsible for
formulating long range plians and policies for the whole business. Human skilis are
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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 skilfs 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

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

1.

Education: A manager must be well-educated. In addition to general education,
he must have specific education in business management/administration.
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 inborn 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 1s working or going to
work.

Intelligence: A manager should have somewhat higher level of intelligence
than the average human beings. He should have the ability to think scientifically
and analyze the problems accurately.

Leadership: Every manager is supposed to provide guidance and leadership to
a number of subordinates. He should be able to channelize the energies of the
subordinates for the achievement of organisationa! 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 pood manager should have broad interests. He should be eniotionally
mature and have balanced temperament. He should have high frustration
tolerance also.

Technical Knowledge: A manager should have sufficient knowledge of the
techriques of production being used in the enterprise. Adequate technical
knowledge is necessary so that he may not be befooled by the subordinates.

Human Relations Attitude: An efforl should be made 6 try 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-Confidernce: A manager should have self-contidence. He should take
decisions after scientific analysis and implement them with full dedication. He
should not shirk in taking initiative.

Student Activity 1

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

Managenal Skills

Ti



Managoment Science 3.3 The Job of a Manager

Management is planning, orgamzing, staffing, direcsng and controlling for the
accomplishment of organisational goals. Any person who performs 1hese functions
is a manager. The first line manager or supeovisor or foreman is also a snanager
because he perfonns these functions. The diftercnce between the functions of (op,
middle and lowestlevel management is that of degree. For iastance, top management
concentrates more on long-range planning and organisanon, middic fevel mansgement
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 2 crealive process for
integrating the use of resources to accomplish certain goals. In this process, ideas,
things and people are vital inputs wilich are to be transformed into output consistent
with the geals.

Management of ideas implies use of conceptual skills. It has three connotalious.
First, it refers to the necd for a practical philosophy of management to regard
management as distinct and scientific process. Secondly, menagement of ideas refers
to the plannting phase of management process. Lastly, management of ideas refers to
creativity and innovation. Creativity refers to generation of new idcas and innovation
refers to transtorming idea into viable realities and wiliies, A manager must be
imagiaative 1o plan ahead and (e ceeale new ideas.

Management of things (non-human resources) deals with the design of production
system and acquisition, allocation and conversion of physical resources o achicve
ccrtain goajs. Management of people is concemed with peocurement, development,
maintenance and integration of human resources in the organisation. Every managur
has to direct his subordinates (o put the organisation plans into practice.

The greater part of every manager's time is spent in communicating and dealing with
peaple. His efforts are directed towards obtaining inforsnation and evaluating progress
tewards goals or targets and then taking corrective action. Thus, a manager’s jobh
primarily consists of management of pesple. Theugh, it is his duty to handle al) the
productive resources, but human factor is more important. A manager cannot coavert
the raw Jnatesial into finished products himself; he hias to take the help of others to do
this. The greatest problem before any manager is how to manage the persoanel to get
the best possible results. The manager in the present age has to deal efficiently with
the people who are 1o contribute for the achi¢yement of organisational goais.

Peter Drucker has advocated that the managgrial approach to handle workers and
work should be pragmatic and dynamic. Every jobshould be designed as an integrated
set of operations. The workers should be given a sufficient measure of freedom to
organise and coatroj their work envirenmeat. Itis the duty of every mauager to cducate,
train and develop peopie under him so that they may use their potentialities and
abilities to perform the work allotted to them. He is also to heip them in satisfying
their needs and aspirations through inceatives. For getdng best contribution from the
people working under him, he must provide them with proper environment. The
manager must create a climale which brings in and maintains satisfaction and discipline
among the people. This will increase organigatienal effectivencss.

3.4 Managerial Roles

A rele consists of the behaviour patterns expected of a4 manager within an organisation
or a fuoctional unit. Henry Mintzberg conducted a comprehensive survey on the
subject of managenial roles and integrated his fngings with the results of a study of

=1
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five practising chief executives. He identified ten basic roles performed by managers Managerial Skills
at all levels from foremen to chief executives and classified them under three heads:

(1) interpersonal, (2) informational, and (3) decisional. These roles—organized sets

of behaviours belonging Lo u position—describe what managers actually do, whereas

[unctions of managers had historically described what mangers should do.

The work of managers at ail level is extremely complex and open-ended. at times
more arfistic than scientitic, Although the specific activities of managers at different
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. The crux of Mintzberg’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 | helps us to see managerial
work across different levels and to integrate some of the vast amount of fragmented
information on the subject. The ten managerial roles are described below.

3.4.1 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 officially receiving visitors.

(ii) Leader Role: 1t describes the manager's relationship with his subordinates, his
role to hirg, train and motivate them. As a leader, the manager must bring the
needs of the subordinates 1n accord with those of his organisation. The manager
is also accountable for the activities of the subordinates.

(1ii) Liaison Role: It fucuses 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 transmitting information are integral aspects of a manager's job.
Managers need informaltion for taking decisions and they puss on necessary
informations to others to facilitate their tasks. The three informational roles are
discussed below:

4

i.  Monitor Role: 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 recerves information usually
through his network of contacts.

ii. Disseminator Role: In 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, il is the manager’s
responsibility to ensure that subordinates have the information they need to
carry oul their duties

iii. Spokesperson Role: Managers act as spokesperson or representative of the :
organisation. They transmit information to people outside their units. They 73
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represent the organisation in dealing with customers, suppliers, government
departments, etc. In this rofe. the managers alse speak for their subordinates to
the superiors,

Decisional Boles

Information is the basic input to decision muking far managers. Therefore, decision
making roles of managers are a8 follows:

R

fin,

v,

Entreprenenr Role: In this role, the manager takes the inttiative {or bringing
about change in his organisation. He looks for problems and epportunitics and
initiakes steps to deal with them. He is thus an infdstor and ianovatnr.

Disturbonce Handler Role: In this role, the manager takes .c:harge when his
organisation faces 2 major disturbance or crisis such as loss of 4 key execitive,
cancellation of an order, a strike, the destraction of 2 facility, cle.

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

Negoticior Role; 1n this role. the tnanager takes charge whenever his organisation
must enter inta crocial negotiadons with other parties. His presenca is reguired
because he has the information and authority to make the ‘real time’ decisions
thot difficult negotiations reguire.

Mintzberg emphasized on the inseparability of these ten roles and advogated for
viewing them as forming a ‘Gestals’ - an integrated whole. For example, status, as
menifested in the interpersonal roles, brings information to the manager and it is this
information {together with Lhe status) that ensbles him (o perform the decision making
role effectively. Further, he obsgrved that different managers emphasise different
roles.

Table 1: Mintzberg Rnoles of MManagers

Tuterperaonsd Roles

Figurehead Leader Lialson
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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 aiso work together to provide
one another with the accurate information needed to perform tasks. Thus, managers
act as channels of communmication 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 orgamsation, including those
who arc not managers, are responsible for their particular tasks. The difference is
that managers are held responsible or accountable, not only tor their own work, but
also for the work of subordinates.

Managers balance 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 matenial). 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 lasks in order of priority. In
this way. managerial time i used effectively.

A manager must also decide who is to perform 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 the person most able to accomplish it. But
sometimes a less capable worker is assigned a task as a learming experience. And, at
times. limited human or vther resources dictate decisions for making work assignments.
Managers are often caught between conflicting human and vrganisational needs and
50 they must identify priorilies.

Managers think analytically and conceptually: To be an analytical thinker, a manager
must be able to break a problem down into its eomponents. analyze those components
and then eome 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 1s 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 difficult decisions: No organisation runs simoothly at all times. There
is almost no limit to the number and types of problems that may vccur - financial
difficulties, problems with employees, or differences of opinion concerning an
organisabion policy, lo name just a few. Managers are expected 1o come up with
solutions to difficult prohlems and 1o follow through on their decisions even when
doing so rnay be unpapular.

Managers are mediators: Organisations are made up of people and people disagree or
quarrel 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 orgumsation; therefore, managers must at times take on the
role of mediator and ron out disputes before they get out uf hund. Settling conflicts
requires skill and tact. Managers who are careless in their handling conflicts may
later on find that they have unly made matters worse.

The brief description of the managerial roles and responsibilities shows that managers
musl “change hats” frequently and must be alert to the pasticular role needed at a

Maunagenal Skills



Manzgement Science piven time. The ability to recognize the appropriate role o be played and 1o change
roles readily iz a mark of an effective manager.

|
Student Activity 2 |

1. Discuss sitmations where vou, as the human resource manager, might II
employ either a  democratic or autocratic style of management
2. What is involved in being an effective manager?
. Whal are some of the concerns 1o be considered by managers when working [
within different bureaucracies?
4, In today's world of work, charactenzed by & changing workforce, new [
informartion, communication technology and globalization, managery need
to be skillfuf in theie rofes and flexible, adaptable and innovative. [
a.  What are the roles and skills that all managers must possess and the
challenges they have to face?

b. Is it important for managers o be viewed as leaders?

¢, Describe 'flexible working' and explain the reasons for the inerease
in 'flexiblec working' in today's business environment.

5. A newly appointed middle manager has come to you tor advice. "T've
taken over a team of 14 people,” he says. "The previous manager was
lenient and never complained when they tailed 1o do what they'd promised,
or missed deadlines. I'm trving to change this, but they think I'm beiug
unrcasonable and strict. How can I turn the situation arcund?”

4. Explain why the people in the team regard their new manager's
behavior as "unreasonzble and strict”.
b.  To resolve the problem, what should the manager do?

L]

Summary

The skills of a professional changes from level to level in the organisation. 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 actas a
bridge between the top level and lower level. They are supposed (o manslate the
policies made by the top level into technical form which can be appreciated at the
lower level in the organisation. Once they are implemenied and the feedback comes
middle managers have to again translate the technical details into a form which can
be understood at the top level, Hence the need for almost equel level of technical and
conceplual skills at the middle level. It 1s imporiant to undemstand that human skills
required are equadly important at all the levels in the organisation and no one can
escape from it. Every manager must learm the art of making everybody [eel delighted.

Keywords

Manrager: A manager is one who exercises anthority and leadership over other
personnel,

Levels of manogement; 1t refers to & line of demarcation between various manggerial
positions in an prganization.

Top-level management: It is the ultimate source of authority and it establishes goals
amnd policies for the enterprise.

Upper middle management: This level of management i3 responsible for the effective

o performance of their functional divisions.
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Middle level management: 1t consists of middle level managers who are responsible
to the top management for the efficient functioning of departments.

Supervisory Management: 1t refers to those executives whose work is to control and
direct operative emplovees.

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.

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

Technical skills: 1t 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 unit.

Interpersonal roles: 1t consists of figurehead role, leader role and liaison role, which
help managers to keep their organizations running smoothly.

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

Review Questions
1. “Management is concerned with ideas, things and people”. Comment.
2. “Thejob of a manager is to manage workers and work™. Examine this statement.

3. What do you understund by the tern ‘Levels of Management’? Briefly describe
the different levels of management. ’

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

5. What tfunctions and duties are associated with top and middle management in a
modern industrial unit? Explain briefly.

6.  Write an explanatory note on the skills required by managers.

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 performed by the managers? Explain each role in the context of
a business enterprise.

9.  Discuss Henry Mintzberg’s classification of basic roles performed by managers
in modern organisations.

10. Write explanatory notes on the following:
(a) The Manager and his job.
(b) Interpersonal roles of managers.

(c} Conceptual skills.

Managerial Skills
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1. Answerthe following:

(a)
(b}
(c)
(d)
(e)
()

Briefly explain the various levels of management.
What are the functions of top managemen!™'
State the skills required of a manager.

Why are human skills important?

What are the interpersonal roles of managers?

Brefly explain the decisional roles of managers as stated by Mintzberg.

References & Further suggestions

Lussier, R. N. (2020). Management fundamentals: Concepts, applications, skill
development (8th ed.). SAGE Publications.

Hitt, M. A., Black, J. S., & Porter, L. W. (2020). Management (4th ed.). Pearson.
Bateman, T. S., & Snell, S. A. (2021). Management. Leading and collaborating in
a competitive world (14th ed.). McGraw-Hill.

Griffin, R. W. (2021). Fundamentals of management (9th ed.). Cengage Learning.

Whetten, D. A., & Cameron, K. S. (2019). Developing management skills (10th
ed.). Pearson.



UNIT -4

MANAGERIAL PLANNING

LEARNING OBJECTIVES

Introduction
4.1 Principies ot Planning
42 The Prycess of Planning
4.3 Essentil Reyuirements of an Effective Plan
4.4 Denivative Plans
4.5 Planning Preinises

| 4.6 Business Forecusting

4.0 Introduction

Pianning is the most basic of all management functions since it involves deciding of
future course of action. The other functions of management. viz., organizing, staffing,
directing and controlling. must reflect proper planning. A manager organizes, directs
and controls to ensuse the accomplishment of predetermuiied goals according to plans.
Thus, planning logically precedes the execution of all uther managerial functions.
Although, all the functions intermeshed in practice, planning is unique in the sense
that it establishes the ohjectives for the group effort and kays down steps to accomplish
them before the manager proceeds to perform other functions.

Definition of Planning

Planning is the process of deciding in advance what is to be done, who is to do it,
how it is to be done and when it is to be done. It is the determination of a course of
action to achieve the desired results. It hridges the gap trom where we are to where
we want 10 go. It mal.es 1t possible for things to occur which would not otherwise
happen. Planning is 1 mental process requiring the use of intellectual faculties,
imagination, foresight and sound judgement. In the words of Koontz, O’Donnell and
Weihrich, “Planning is un intellectnally demanding process: it requires the conscious
determination of courses of action and the basing of decisions on purpose. knowledge
and considered estimates”.

. Planning involves anticipation of future course of events and deciding the hest course
of action. It is basically a process of thinking before doing. *“To plan is to produce a
scheme for [uture aciion: to bring about specified results. at specified cost, in a
specified period of nme. It is a deliberate attempt to influence, exploit, bring about
and control the nature. direction, extent, speed and effects of change. It may even
attempt deliberately to creare change, remembering always that change (like decision)
in any one sector will in the same way affect other sectors”. Planning is a deliberate
and conscious research used to formulate the design and nrderly sequence of actions
through which itis expected to reach the objectives. Thus, we Can say that planning
is a systematic attempr ¢ decide a particular course of action for the future. It leads
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to determination of objectives of the group aclivity and the steps necessary to achieve
them. From this, we can conclude that planning is the selecting and relating of facts
and the making and using of assumptions regarding the future in the visualization
and formulation of proposed activities believed necessary to achieve desired results,

Nature of Planning
The nature of planning can be highlighted by studying the following characteristics:

(i) Planning is an Intellectual Activity: Planning involves vision and
foresightedness to decide the things to be done in future. It bridges the gap
between where we are and where we want to go. 1t 1s not a simple process. It
involves use of mental skills for the achievement of group objectives.

(i1) Planning Invoelves Selection among Alternatives: Planaing is a choice activity.
The planning process invelves finding of alternatives and selection of the best
alternative to achieve specified objectives. Thus, decision making is an integral
part of planning. Every manager finds himself surrounded by many alternatives.
He has to pick up the best one.

(iii) Planning is Forward-Looking: Planning means locoking ahead. 1t is carricd out
to achieve some objectives in future. It may involve furecasting of future events
such as customers, demand, competition, government policies, etc. In other
words, the manager attempts to handie future events effectively through the
process of planning. Thus, planning is futuristic 1n nature.

(iv) Planning is Related to Objectives: Every plan specifies the objectives to be
attained in the future and steps necessury to reach them. As Billy E. Gotez said,
“Plans forecast which actions will tend towards the ultimate
objective...Managerial planning seeks to achicve a consistent, coordinated
structure of operation focused of desired ends".

(v) Planning is the Most Basic of all Management Functipns: Since managerial
operations in organizing, staffing, leading, and controlling are designed to support
the accomplishment of enterprise objectives, planning logically precedes the
execution of all uther managerial functions.

{vi) Planning is a Pervasive Function of Management: Planning is a function of
all managers, although, the character and breadih ot planning will vary with
their authority und with the nature of policies and plans outlined by their
superiors.

Is Planning Really Necessary

Planning is an activity of a highly ubiguitous character. Every function of business is
planned in most of the enterprises as is evident from the fact that there are production
plans, sales plans, financial plans, purchase plans, research and development plans
and so on. This is done because of the necessity to ensure proper utilization of human
and material resources 1o achieve the objectives of the business. Without proper
planning, the affairs of any enterprise are most likely to be haphazard. Less important
task may be done ahead of more important one or the same piece of work may be
done by different individuals using different procedures or methods. There may be
unnecessary repetition of certain business operation leading to wastage of efforts
and resources. In short. without plans, action must become merely random activity,
producing nothing but chaos. Therefore, planning is a must to achieve a consistent
and coordinated structure of operations focussed on desired objectives.



Henri Fayol explained the importance of planning as a management function.
According to him, “the maxim, Managing means looking ahead, gives some idea of
the importance attached to planning in the business world, and it is true that if foresight
is not the whole of management, at least it is an essential part of it... The plan of
action is, at one and the same time, the result envisaged. the line of action to be
followed, the stages to go through. and the methods 1o vse”, George Terry viewed
planning as basic to the other managerial functions, Without the activities determined
by planning, there would be nothing to organize, no one to actuate and no need to
control. This stresses the importance of planning in the management process. Thus,
planning is a prerequisite to good management.

Planning provides a rahonal approach to predetermined objectives as it requires a lot
of systematic mental exercise on the part of planners. Planning helps in selecting
from among alternative future courses of action for the enterprise as a whole and for
its every department. It lays down clearly what every segment of the enterprise should
do to achieve the organizational objectives. No organisation can achieve its objectives
without proper planning because of certain obvious reasons. These reasons are as
follows:

i.  Growing complexities of modern business because of rapid technological
changes and keen competition in the market.

ii,  Rapid social, economic and political changes. .

iii. Recognition of social responsibilities.

iv.  Growth of trade unionism.

v.  Uncertainties caused by trade cycles.

vi. Shortage of certain resources.

vii. Increasing govemment control over business.

Viii.! Need for research and development activities.

ix.  Fluctuations in macro and micro-economic variables

These are the challenges before the managers of modern era which can be dealt with
effectively only through proper planning. Looking at the significance of planning,
management of every organisation should give due weightage to the planning function.
Good planning is the foundation of efficient management.

Benetfits of Planning
Good planning can result in the following advantages:

i.  Focuses Attention on Objectives: Since all planning is directed towards
achieving enterprise objectives, the very act of planning fucuses attention on
these objectives, Laying down the objectives is the lirst step in planning. If the
ohjectives are clearly laid down, the execution of plans will also be directed
towards these objectives.

il. Ensures Economical Operation: Planning involves a lot of mental exercise
which is directed towards achieving efficient operation in the enterprise. It
substitutes joint directed effort form uncoordinated piecemeal activity, even
flow of work for uneven flow and deliberate decisions for snap judgements.
This helps in better utilization of resources and thus minimizing costs.

Munavenal Planning

21



Management Svience

iii.

iv.

vi.

vii.

viii.

Reduces Uncertainty: Planning helps the managers in performing their function
of control. Planning and control are inseparable in the sense that unplanned
action cannot be controlled because conirol involves keeping activities on the
predetermined course by rectifying deviations from plans. Planning helps control
by furnishing standards of control. It lays down objective and standards of
performance which are essential for the performance of control function.

Facilitates Control: Planning helps the managers in performing their function
of control. Planmung and control are inseparable in the sense that unplanned
action cannot be controlled because control involves keeping activities on the
predetermined course by rectifying deviations froim plans. Planning helps control
by furnishing standards of control. It lays down objectives and standards of
perfonnance which are essential for the performance of control function.

Encourages Innovation and Creativity: Planmng is basically the deciding
function of management. It helps innovative and ¢reative thinking ammong the
managers because many new ideas come to the mind of manager when he is
planning. It creates a forward looking attitude among the mapagers.

Improves Motivation: A good planning system ensures participation of all
managers which improves their motivation. It improves the motivation of workers
also because they know clearly what is expected of them. Moreover, planning
serves as a good training device for Tuture managers

Improves Competitive Strength: Effective planning gives a competitive edge
to the enterprise over other enterprises that do not have planning or have
ineffective planning. This is because planning may invalve expansion of capacity,
changes in work siethods, changes in quality, anncipating tastes and fashion of
people and technological changes, etc.

Facilitates Coordination: Flanning secures unily of direction towards the
organizational objectives. All the activities are direcied towards the common
goals. There is an integrated effort throughout the enterprise. It will also help in
avoiding duplication of efforts. Thus, there will be better coordination in the
organisation.

Limitations of Planning

Sometimes, planning fails t achieve the desired results. There are many causes of
failure of planning in practice. These are discussed below:

b

Lack of Reliable Data: There may be lack of reliable facts and figures over
which plans may be based. Planning loses its purpose if reliable information is
not available or if the planner fails to utilize the reliable information. In order to
make planning successful, the planner must determine the reliability of facts
and figures and must base his plans on reliable information only.

Lack of Initiative: Planning is a forward looking process. If a manager has a
tendeney 1o follow rather than lead, he will not be uble 1o formulate good plans.
Therefore, the planner must take the required initiative. He should be an active
planner and should take adequate follow up measures to see thal plans are
understood and implemented properly.

Costly Process: Planning is time consuming and cxpensive process. This may
delay action in certain cases. But it is also true that if sufficient time is not given
to the planning process, the plans so produced may prove to be unrealistic.



Similarly, planning involves costs of gathering and analyzing information and
evaluation of various alternatives. If the management is not willing to spend on
planning, the results may not be good.

Rigidity in Organizational Working: Internal inflexibility in the organisation
may compe! the planners to make rigid plans. This may deter the managers
from taking initiative and doing innovative thinking. So the planners must have
sufficient discretion and flexibility in the enterprise. They should not always be
required to follow the procedures rigidiy.

Nen-acceptability of Change: Resistance to change is another factor which
puts limits on planning. It is a commonly experienced phenomenon in the
business world. Semetimes, planners themselves do not like change and on
other occasions they do not think it desirable to bring change as it makes the
planning process ineffective.

External Limitations: The effectiveness of planning is sometimes limited
because of external factors which are beyond the control of the planners. External
stringencies are very difficult to predict. Sudden break-out of war, government
control, natural havocs and many other factors are beyond the control of
management, This makes the execution of plans very difficul.

Psychological Barriers: Psychological factors also limit the scope of planning.
Some people consider present more important than future because present is
certain. Such persons are psychologically opposed to planning. But it should
not be forgotten that dynamic managers always look ahead. Long range well-
being of the enterprise cannot be achieved unless proper planning is done for
future.

Measures to Overcome Limitations of Planning

Some people say that planning is a mere ritual in the fast changing environment. This
is not a correct assessment of managerial planning. Planning may be associated with
certain difficulties such as non-availability of data, lethargy on the part of planners,
rigidity of procedures, resistance to change and changes in external environment.
But these problems can be overcome by taking the following steps:

L,

Setting Clear-cut Objectives: The existence of clear-cut objectives is necessary
for efficient planning. The overall ohjectives should not only be understandable
but rational also. The overall objectives of the enterprise must be the guiding
pillars for determining the objectives of various departments. This world help in
having coordinated planning in the enterprise.

Management Information System: An efficient system of management
information should be installed so that all relevant facts and figures are made
available to the managers before they perform the planning function. Availability
of right type of information will help in overcoming the problems of complete
understanding of the objectives and resistance to change on the part of the
subordinates.

Careful Premising: The planning premises constitute & framework within which
planning is done. They are the assumptions to be made regarding future
happenings. In other words, it is a prerequisite to determine future settings such
as marketing, pricing, Government policy, tax structure, business cycle, etc.,
before giving the final shape to the overall business plan. The planning premises
should be set up very carefully. Due weightage should be given to the relevant
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factors al the umes of premising. It may be pointed out that the premises which
may be of strategic significance to one enterprise miay not be of equal significance
to another because of size, nature of business, nature of market, etc.

Business Forecasting: Business is greatly influenced by economic, social,
political and tmernational environment. The management must have a
mechanism vl forecasting changes in such environment. Good forecasts will
contribute o the ettectiveness of planning.

Dynamic Managers: The persons concerned with the task of planning should
be dynamic in outlook. They must take the required initiative to make business
forecasts and develop planning premises. A manager should always keep in
mind that planning i looking ahead and he is making plans [or future which is
highly uncertu wn.

Flexibility: Somce clement of flexibility must be introduced in the planning
process becaus¢ modern business operates in an environment which keeps on
changing. For achieving effective results, there should always be a scope ©
make necessary addition, deletion, or alteration in the plans as is dcmandcd by
the ciscumstances

Availability of Resources: Determination and evaluation of alternatives should
be done in the lighi of resources available to the imanagement. Alternatives are
always present int any decision problem. But theit relaiive plus and minus points
are to be evaluated in the light of the resources avaiilable. The alternative which
is chosen should not only be concerned with the objectives ol the enterprise.
but also capable ol being accomplished with the help of the given resources.

Cost-Benefit Analysis: The planners must undertake cost-benefit analysis to
ensure that the benefits of planning are more than the cost involved in it. This
nccessarily calls forestablishing measurable goals. clear insight to the alternative
courses of action availuble, premising reasonably and forrnulation of derivative
plans keeping in view the fact that environment is fast-changing.

4.1 Principles of Planning

The important principles of planning are discussed below:

1.

!‘\)

Principle of Contribation to Objectives: The purpose of plans and their
components is (o develap and facilitate the realization uf organizational aims.
Long range plans shiould be interwoven with medium range plans which, in
turn, should be meshed with short range cnes in order to accomplish
organizational ohjectives effectively and economucally.

Principle of Pervasiveness of Planning: Planning ix found at all levels of
management. Strategic planning or long range plaunning is related 1o top
management, while intermediate and short range planning are the cancern of
middle and operattsy management respectively.

Principle of Limiting Factors: Planning must take the limiting factors
(manpower, money, machines, materials and management) into account by
concentrating on thein when developing altemative plans, strategies, policies,
procedures and stindards.

Principle of Flexibility: Flexibility should be buiilt into organisation plans.
Possibility of errar in forecasting and decision making and future uncertainties
are the two common factors which call for flextbility 1n managerial planning.



The principle of flexibility states that management should be able to change an
existing plan because of change in environment without undue cost or delay so
that activities keep moving towards established goals. Thus, an unexpected
slump in demand for a product will require change in sales plan as well as
production plan. Changes in these plans can be introduced only when these
possess the characteristic of flexibility. Adapting plans to suit future uncertainties
or changing environment is easier if flexibility is an important consideration
while planning.

Both short-term and long-term plans need to have the element of flexibility.
However, flexibility is more important in long range plans, The reason is not
difficult to trace. Possibility of error or uncertainty is much higher for long-
term plans than for short-term plans, However, the management can have
flexibility in planning only within limits. External and internal rigidities and
pressures greatly limit flexibility in managerial planning. Thus, the existing
patterns of human behaviour, policy and procedure ngidities, union pressures,
government policy and legal requirements are some impoertant inflexibilities
which restrict adaptability of plans to changing environmeat.

Principle of Navigational Change: This principle requires that managers should
periodically check un events and redraw plans to maintain a course towards the
desired goal. It is the duty of the navigator to check constantly whether his ship
is following the right direction in the vast ocean to reach the destination as
scheduled. The navigator changes the path of ship in case 1t is not going on the
right path. In the same way, a manager should check his plans to ensure that
these are progressing as required. He should change the direction of his plans if
he faces unexpected events. It is useful if plans contain an element of flexibility.
But built-in flexibility in plans does not mean that plans get revised automatically.
It is the responsibility uf the manager to adapt and change direction of plans to
meet the challenges of constantly changing environment. In this regard, the
role of a manager 1s analogous to the role of navigator of a ship which changes
its course if it is not going on the right path.

Principle of Commitment; An organisation should plan in the future for a period
of time sufficient to fuifil the commitments of the organisation. This principle
helps in determining the length of the planning period. It suggests that the time
period covered by planning should be related to the commitments of the
organisation. If the commitments are defined in terms of long-term goals, the
resources should be procured and deployed by the long-term plans to realize
the goals.

4.1.1 Types of Planning

We can classify planning on the basis of the following dimensions:

L

7
.

3

Organizational Level: Corporate, divisional and functional planning.
Focus: Strategic, operational and tactical planning.

Time Period: Long-range, medium-range and short-range planning.

Levels of Planning

Based on organizational levels, planning exercise may take the form of (i) corporate
planning, (ii) divisional planning and (iii) sectional or unit planning,
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{1}

{ii)

Corparate Planning: Corporate planning may be defined as a systematic and
comprehensive process of planning taking account of the resources and capability
of the organisation and the environment within which it has to operate and
viewing the organisation as a total corporate unit. Corporate planning is strategic
in nature and 1t covers the entire spectrum of arganisational activities. It lays
down the basic objectives, policies and strategies for the organisation as a whole.
It usvally covers @ long period of five years or even maore than this.

Corporate planning provides for future contingencies and attempis to match the
organisational resources with the opportunities and threats in the external
environment. Plans at the corporate level are formulated by the top level
managers and they integrate various divisional and functional plans of the
enterprise.

Divisional Planning: Divisional planning relates to a particular division or
department. Thus, 1t s¢ts the objectives, policies and programmes of a particular
division or depariment in tune with the corporate plans of the enterprise. The
divisional plans. For instance, financial planning is the responsibility of finance
manager and sales budget that of marketing manager

(ii1} Sectional or Unit Planning: Sectional or unit planning is highly specific as it

is done to achieve the divisional objectives, Its focus 1s to lay down detailed
plans for a particular unit for the day-to-day gurdance of personnel working
there. The first-line managers are responsible for developing plans for their
units in the light of the divisional plans. Such plans are more specific and detailed
as compared to divisional and corporate plans.

Student Activity 1

do you think is very tnportant. Explain in detail by giving their advantages and

According to you what is the importance of planning and what type of planning
disadvantages. ‘

4.1.2 Focus of Planning

The focus of managerial planning may be on developing (1) strategic (ii) operational
and (iii) tactical plans us discussed below:

(i)

.

(i)

Strategic Planning: Strategic planning is the process of deciding the objectives
of the organisation and determining the manner in which the resources of the
enterprise are to be deployed to realize the objectives in the uncertain
environment.

A strategy represents the general direction of the organisational efforts. 1t is the
way in which the management choose to utilize the organisation resources to
reach its objectives, It involves multi-lateral relationships among the
organisation, its resources and the environment. Strategic plans are made by
the top management of the firm after taking into account the firm’s strengths
and weaknesses 111 the light of internal and externil environment.

Operational Planning: Operational planning is concerned with the efficient
use of the resources already allocated and with the development of a control
mechanism to ensure efficient operation so that organisational objectives are
achieved. It lays down programmes, budgets, projects policies, procedures, rules,
etc., to implement the strategic plan, In other words, an operational plan (also
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Basic Strategic Uperational Planning |
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Management lower level munagers.

. Scape It covers the whole enterprise, [t may cover specilic departmenis

ar functional sreas of busingss.

. Primacy Strategic plans are based on organi- Operationul plans are based on
sationy] nbjectives and they precede strategic plans and they sacceed
operationitl plans, stratesivc pluns,

Details Strategic pluny contain relatively lass Operational plans contain greater
detaily and are less specific, details and su are more specific

Resources Stratepic plans are concerned with the Operational plans are made {0
acquisition und allocation of new atilise the given resources
rEAQUTCES. efficiently

ing upon the nawre of business and 11s uplo one vear.
envitonent.

Environment | Strateyic plans are made o the hight of Operational pluns are focused on

external cavironment. They the inleraal envirenment of the
are generally Based on long-term firm so ux 10 ninke effeciive use of
forecusts of lechap-logical changes, firm's resources,

economic changes, socio-political
chanpes, ¢l 1

(iii)

called tactical planning} involves laying down how the tirm’s resources of the
organisation will be used to help the firm achieve its objectives.

Operational plans provide the details of how the strategic plans will be
accomplished. In uther words, the details that activate the strategic plan are
domain of operational planning. An operational plan is often more specific
than a strategic plan.

Tactical Planning: Tactical plans are made for short-term moves and maneuvers
things necessary for supporting the strategic plans and achieving firm’s
objectives. They are required to meet the challenges of sudden changes in the
environmental forces. For instance, tactical plans may be made to handle a
sudden fall in the demand of firm’s products of unexpected move by a competitor.
Tactical planning may also become necessary to secure big orders by changing
the price policy, terms of credit and discount, etc. The nature of a tactical plan
is dictated by the threats posed by the environment.

4.1.3 Range or Time Span of Planning

Business plans may be classified on the basis of time span covesed into three calegories,
namely (i} long range (ii) medium range, and (iii) short range.

(i)

Long Range Planning: l.ong Range planning is the process of establishing
long-term goals, working out strategies, policies and programmes to achieve
these goals. In other words, long range planning sets long-term goals for the
enterprise and formulates strategic plans for attaining these goals. It involves
an attempt to anticipate, analyze and make decisions about basic problems which
have significant effects well beyond the present operating horizon of the
enterprise. Long range planning is done by the lop nanagement.
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(i)

(iii)

Longrange plonmng generally covers a period rangiog from 5 years to 20) years
or even more. The period will vary from organisation (o crganisation. It may be
five years for a departmental store and at least twenty-five years for a company
intending to take up the production of timbher. The purpose of long range planning
may include technological leadership, increase in market share, globalization
of prodoction and marketing, public image. etc.

Long range plapning may involve capital budgeting, product planning, project
planning, acguisition of competing onits. It may involve & coruplete change in
outlook of the business. It deals with the broad technological, financjal and
competitive agpects of the business. Because of this, long range planning is
associated with a great deal of uncertainty, Its success will be determined by the
ability of the orgamisation to predict and deal with the environment.

Tntermediate or Mediam Ranpe Planning: Inlermediate plans are made 1o
support the medium term plans. They may relate to development of new products
and markets, product publicity, increasing return on investment from the existing
products and markets, etc. They arc more detailed than the long range plans.
Coordination between differcnl depurtments is given grealer emphasis.

Medium-lerm planning nsually covers a period of more than one vear but less
than five years, The length of perind may vary from one business to another
depending upon the nature of business, risks and gncertainties, government
control, changes in technology, nature of market, etc.

Short Range Plarning: Shod range planning relates to pedod of upto one year,
generally. Such plans are made to achieve shorl-tenm goals. Short range planning
is concerned more with the current or near-fulure operations of the enterprise.
it muav be considered as a step by step approach 1o medivm and long range
planning. Short range plans are instrumental in imptementing long-term plans.
They arc guite specific in natare such as change of product design, training of
warkforce, reduction of inventory levels, preparation of production budget and

BOX 2
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so on. Short-range piunning is generally action-oriented and is the responsibility
of lower level managers.

4.2 The Process of Planning

It is difficult to specify the steps in the planning process for all organizations because
of their differences in size and complexity. Nevertheless, it is possible to suggest
some imporant steps for ettective planning. The steps which are applicable to the
mosl types of plans are discussed below:

(1}

Establishing Objectives: Planning is an intellectual process which an executive
carries out befure he does any job witb the help of other people. But while
planning, the question which must arise in the mind ot the executive is “what is
the objective of duing the job?” So the first step in planning is the determination
of objectives. Objectives provide direction (o various activities in the enterprise.
Planning has no utility if it is not related to objectives.

The establishment of objectives can, at times, be more important than the
objectives themselves since their establishment emphasizes how various people
and units fit into the overall organisation framework. The formalization of this
process can also be used to motivate individuals to achieve objectives which
they have helped 10 establish. Objectives clarify the tasks to be accomplished.
Overall objectives define what is to be accomplished in the general terms, The
derivative objectives define what is to be accomplished in general terms. The
derivative objectives focus on more details, that is, what is to be accomplished,
where action is to take place, who is to perform it, how it is to be undertaken
and when it is to be accomplished.

Objectives ~ o P .8 co 4 Premises
policy etc.

Appraisal of Developing

Plans Alternatives

Formulaton of Denvative Plans Selection of Evaluation of

(Objectives, Policies, «— Best — Altematives

Procedures. Mcthods Rules e1c. Alternative

(i)

(tii)

Fipure 1: Stepsin planning

Collection of Information and Forecasting: Sufficient information must be
collected in order to make the plans and sub-plans. Necessary information includes
the critical assessment of the cusrent status of the organisation together with a
forward Jook at the environment that is anticipated. The assessment of external
environment may cunsider the strong and weak points of the organisation.
Collection of information and making forecasts serve as an important basis of
planning.

Development of Planning Premises: This step involves making assumptions
concerning the behavior of internal and external factors mentioned in the second
step. It is essential toidentify the assumptions on which the plans will be based.

Managenial Planping
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{iv)

{v)

{vi)

Assumptions denote the expected environment in the future and are known as
‘planning premuses’. Again, forecasting is imporiant in premising. It helps in
making realistic assumptions about sales, costs. prices, products, technological
devclopments, eic., in the future. The assumptions alongwith the future forecasts
provide a basis for the plans. Since future environment 15 so complex and
uncertain, it would not be realistic to make assumptions in greater details about
every environmental factor. It 1s advisable to hmil premssing to those factors
which are critical or strategic to the planning process.

Search of Alternatives: Usually, there are several alternatives for any plan.
The planner must try to find out all the possible alternatives. Without resorting
to such a search, he is likely to be guided by s limited imagination. At the
time of finding nr developing alternatives, the planner should try Lo screen out
the most unvishle alternatives so that there wre only a limited number of
altemative tor detailed analysis. It may be noted that determination of alternative
plans can be a time consuming task because objectives which have been
established nitially may be found to be inflexible. It is also possible that the
assumption need revision in the light of the changed circumstances.

Evaluation of Alternatives: Once altemative action plans have been determined,
they must be evaluated with reference to considerations like cost, long range
objectives, limtted resources, expected pay back., nsk and many intangible factors
to select the satisfactory course of action. Many quantitative techniques are
available to evaluate alternatives. The manages may take the help of these
techniques to reach the most objective result. The best possible alternative may
be chosen by the imanager atter detailed analysis. Sometimes. evaluation of
available altematives may disclose that two or more courses are advisable and
so the concerned manager may decide to choose twa or more alternatives and
combine them ta suit the requirements of the situation.

Selection of Flan and Deyelopment of Derivative P’lans: The final step in the
planning prucess is to select the most feasible plan and develop derivative plans.
The plans must also include the feedback mechinisim. The hicrarchy of plans
must be both integrated and flexible to meet the changing internal and external
environiment,

The derivative plans are required to support the basic or overall plans because
the latter cannot be executed effectively unless they are supported by the
derivative or sut-plans. The derivative plans are developed within the framework
of the basic vverull plan. For instance, if an airline decides to acquire a fleet of
new planes. it will be followed by the developiment of a host of derivative plans
dealing with the ¢mployment and training of varieus types of personnel, the
acquisition of spare parts, the installation of maiatenance tacilities, scheduling,
advertising, fnancing and insurance.

4.3 Essential Requirements of an Effective Plan

An effective plan is vac which helps in the better management of the enterprise. In
order t0 be effective. a plan should possess the following characteristics:

(1)

(2)

The Plan should be Specific: The more specific it is, the less chance the:s is
for it to be nusinterpreted. Objectives should be clearly detined. The means for
carrying out the plan should also be indicated in unsmbiguous terms.

The Plan shiould be Specific: The more specilic it iy, the better it is. If facts arc
not available, reasonable assumptions must be made about the future.



(3) The Plan should be Complete und Integrated: A plan is said to he conplcete

C))

(3)

whenr it is comptebensive enough to cover all actions expected from integrared
one when vanons administrative plans arc so welded into one another that the
whole undertaking operales al the peak of its efficiency.

The Plan should be Flexible: No plau is intallible nor can it cover all possihle
contingencies, Conditions under which a plan will be most cffective change as
do the variabics and factors on which the plan is {ontnulated. Theretore, it is
cssential e introduce somme {lexibilily in every plas.

The Plan should be Capable of being Cantolled. Effective planning of busincss
activities depends upon the ability to foresce with utmost accuracy the nature
and requirements of future cvents relating to industry in general and the business
undertaking in particular. Therclore. the plan must distinguish between
controllable tuture environment tor better administrative contrel.

4.4 Derivative Plans

Planning consists of several compotients or derivative plans that ate generally bound
togcther. These componests are also known as plans. They include projects. policies,
programmes, strategies, procedures, methods and bndgess. Now we shall discuss
these plans which could be classitied into (1} standing plans: and (2) single-use plans.

(1)

Standing Plans: The operational plans of a business organisstion consist of a
number of sub-plans or derivative plans which may be gronped into two broad
headings, aamely, standing plans, and single use plans. The standing plans are
made to be used time and again. They are formulated to guide manascyial
decisions and aclens on problems which are of recursing nature. That is why,
standing plaos are also known as ‘repeated use’ pians. Standing plans include
policies, procedures, metbods and rules and regulations.

Standing plans are formulated te achieve unity and uniformity of efforts in
neeting repetitive siluations arising at various levels of the enterprise. ‘They are
thus effective devices of coondination. They act as ready guides to deal with
recucting, prodlems. They help inthe effective mmanagement of business enterprise
in several respects as stated below:

(i) Standing pians facilitate dclegation of authosgity to lower levels without
abdication of accountability at successively bigher levels.

(i) They are effcctive means of achieving the goals of the enterprise. Goals
may tend to be vague, compiex, multidimensional and. sometimes,
conflicting with one another in the absence of standing plans. In order to
overcome such difficulties, it is cssential to develop a hiewarchy of pelicies,
methods, procedures and rvles to serve as ready frames of reference
whenever there is some difficulty iu taking a menagerial decision.

(ii1) Standing plass beip in achieving coordination in the enterprise. They tend
to achieve counsigtency, uniformity and unity of effouts in the enterprises.

(iv) Standing plans ensure. yuick action whene ver need arises because there is
no need to repeat the reasoning and analysis requiced initially (o design a
standing plan whenever a similar sitsation anses. Thus, they are great
labour-saving dcvices as they provide frames of reterence for tackling
recurring situations.

Mzoseerial Pleaning
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{v) Standing plans facilitate better administrative control. They provide the
rational bases of evaluating the results of etforts of persons working at the
various levels in the enterprise.

(2) Single-use Plans: Single-use plans are made for handling non-recurring
problems. They are ulso known as "specific’ plans as they are tailored to fit the

ROX 3

Distinction between Standing and Single-Use Plans

Standing Plans Single.use Plans

J. It is made lo meer a situation which is 1. 1t 1s mude to meet 2 particular siluation
of recurring nature. only.

2. 1t is used time and agatn. 2. Itis used for o specific purpase only.

3. It is made lo achieve uniformity and unty 3. It 1s made to caler to a parhicuiar siluation
of efforls in meeling t=petitive situations {1 ceaves ta cxist after ils purpose is
thruughout the enterprise served

4. The examples of repetitive use piaos are 4. The esammples of single-use plans are;

(1) Policies (i) Progranmne
(i1) Procedures (i) Projects
(iii) Methods (1)1} Budgels.
{iv) Rules,

specific situations. A single use plan is formulated to handle a non-repeutive,
novel and unique problem. It can’t be used again and again. It becomes obsolete
after its purpose has been achieved. The examples of single-use plans are,
programmes, prujects and budgets.

4.5 Planning Premises

Planning involves tuking of decisions by the management on the basis of assumptions
of what is likely to happen in the future. These assumptions may be referred to as
planning premises since they constitute the basis of planning. Such assumptions are
nothing but forecasts aboutthe likely shape of eventsin future. Every manager assumes
that certain entities will behave in a particular way. The assumptions are not merely
based on experience or intuition but also on systematic prediction with the help of
quantitative techniques

Planning premises constitute the framework within which planning is done. They
provide the bedrock upon which the future course of action is bused. In order to have
effective planning, the plans mustbe based on sound premises. Therefore. the premises
should be based on systematic forecasting. Though, derivation of premises in the
form of forecasts is a rigorous form of research activity which involves huge cost, it
is essential to enhance the effectiveness of planning. These forecasts are based upon
both past events as well as expected events. It is wrong io say that only future estimates
are taken as planning premises. Past events are a useful guide for deriving reliable
planning premises.

Types of Planning Premises

(i) Internal and External: The internal premises include those originating from
the sales forecast, the existing policies and programmes of the organisation,
capital investment policies, philosophy of management, etc. The abilities a 1
skills of the workers are also significant internal premises. The external premises,



4.5.2

on the other hand, are derived from the external environment of the business.
They relate to the political, economic, social and echnulogical forces in which the
organisation operates and the conditions which influence demand for the organisation’s
products. These factors are generally beyond the control of an organisation,

(iy Controllable, Semi-controllable and Non-controflable; Factors like inaterials,
money and machines are controilable to a preat extent. In these areas,
management has maximum control over the future commitments. Semi-
controllable premises are those ussumptions about future which are under the
partial control ot a business like labour relations and marketing policy. Non-
controllable premises are entirely beyond the scope of business as, for instance,
government pelicy, international trade agreements, wars, natural calamities,
innovations, et

(iii) Tangible and Intangible: Tangible premises are those which are capable of
being expressed in terms of quantitative units. Intangible premises are not
measurable quantitatively. They include such factors us goodwill of the business,
public relations, employee attitude and morale, etc.

Significance of Planning Premises

Planning premises are assumptions providing a background on which the planning
process is based. The very nature of planning requires that in all circumstances, some
assumptions be made regarding future happenings. Theretore, before drawing up a
master plan for a concem, it 15 necessary to determine future settings such as markets,
prices, tax structure, povernment policies, trade cycles, eic. The selection of planning
premises and their use in planning depend upon the skill and expenence of the planners.
But the difficulty normally faced by the planners is twofold: (i) selecting what premises
to use; and (ii) evaluating the benefits obtained from the use of the premises.

Planning premises are not always the same for all industries, or even units in the
same industry. Premises which may be of strategic imporiance to one industry may
not be of strategic importance to another due to size of the business, nature of business
and other variables. For example, passenger load factor 1s a strategically important
issue to air and road transport industries while the same is not at all important to
other industries. Likewise in closely regulated industry. the policies and practices of
the government have great relevance for planning premises whereas the same 15 less
significant in unregulated industries.

The effectiveness of planning will be determined by the quality of forecasts or premises
on which it is based. If the premises are properly assessed, it will be possible 1o
develop reliable plans far future.

Planning Premises: Some Illustrations

In order to illustrate the types of planning premises the business enterprises should
have, three industries. namely, cement, sugar and liquor have been chosen. The
important planning premises in these lines of business are listed below.

Cement Industry

(a) Internal premises — capital investment, scope for expansion in the future, sales
forecasts.

{b) Externa! premises — product market, location, availability of raw materials.

{(¢) Tangible premises — production capacity, scope for expansion.
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(d) Semi-controllable premises —~ labour policy. pricing policy, share of the firm in
the market.

(e) Uncontrollable premises — government policy regarding plant location and tax
structure.

Sugar Industry

(a) Internal premises — capital investment and sales {orecasts.

(b} External premises — product market. location and availability of raw materials.

(c) Tangible premises — production capacity. scope for expansion.

(d) Semi-controllable premises — existing and future share of the company in the
market.

(e} Uncontrollable premises — Government licencing policy; taxation policy and
socio-~cultural factors. multinational corporations.

4.6 Business Forecasting

the “research procedure to discover those economic, social and financial influences
governing business activity, so as to predict or estimate current and future financial,
production and marketing operations” Thus, forecasting 1s the process of predicting
future systematically. The result of this process is known as forecasts.

Significance of Forecasting

Forecasting is an essential element of planning. It means estimating future on a
systematic basis. Almost every business executive makes forecasts of one thing or
the other. The need to foresee future on a systematic basis was very well emphasized
by Henri Fayol. He was of the opinion that the entire planning in business is made up
of a series of separate plans, called forecasts. L. Urwick also visualized the
pervasiveness of forecasting in every aspect of business. According to him, “The
man who engages staff usually has an eye to future organisational requirements”.
Thus, forecasting is a necessary activity for any business right from its birth.

Forecasting has assumed great importance in the modern business world which is
characterized by growing competition, rapidity of changes in environment, fast
technological changes and increased government control. It offers the following
advantages:

(i) It helps in effective planning by providing a scientific and reliable basis for
anticipating future operations such as sales, production, inventory. supply of
capttat and so on.

(ii) Forecasting aims at reducing the area of uncerta:nty that surroinds management
decision-making with respect to cost, production, sales, profits, prieing, etc. If
the future were known with certainty, there would have been no need of
forecasting. But the future is highly uncertain and so there is a great need to
have an organized system of forecasting in the organisation,

(iit) Making and reviewing of forecasts on a continuous basis will compel the
managers to think ahead and to search for the best possible decisions with a
dynamic approach.



(iv)

Forecasting is necessary for efficient managerial control as it can disclose the
areas where control is lacking. Forecast of sales a musl in order to control the
costs of production and the productivity of personnel. Forecasting will help in
anticipating the areas where there is great need to be attentive to control the
COsts.

Limitations of Forecasting: The limitations of forecasting are as under:

(D

(i1)

(iii)

Though forecasting is a necessity in a modem business, it should not be forgotten
that all forecasts are subject to a degree of error and they can never be made
with a hundred percent accuracy. Guesswork can never be omitted from
forecasting, though it can be reduced with the help of modern quantitative
technigues.

The guantitative technigues with the help of which forecasts are made have
also gol certain limitations, These technigues are based on certain assumptions.
So the conclusions derived by the application of quantitative models can be no
better than the assumptions on which they are based.

Managers often neglect to examine whether the forecasts are supported by
reliable information. Managers must use their knowledge, experience and
available information with a great degree of skill and take care to make forecasts
more dependable.

4.6.1 Steps in Forecasting

The process of business forecasting involves the following steps:

{i)

(i1)

(i11)

(iv)

Understanding the Problem: The first step in the forecasting process is the
understanding of real problem about which forecasts are to be made. A manager
must know clearly the purpose of forecasting. Forecasts may be made in regard
to technological conditions, sales, choice of people, availability of finance and
so forth, The clear understanding of the scope of forecasting will help the
manager 10 probe the relevant information only, ~

Developing the Groundwork: Al this stage, the manager will try to understand
what changes in the past have occurred. He can use the past data on performance
to get a speedometer reading of the current rate (say of sales or production) and
how fast this rate 1s increasing or decreasing. This will help in analyzing the
causes of changes in the past.

Selecting and Analyzing Data: There is a definite relationship between the
choice of statistical facts and figures and the determination of why business
fluctuations have occurred. Statistical data cannot be selected intelligently unless
there is proper understanding of the business fluctuations. The reasons of
business fluctuations will help in choosing the relevant information. After
selecting the data, they are analyzed in the light of past changes. Statistical
tools can be used to analyze the data.

Estimating Future Events: Fulure events are estimated on the basis of analysis
of past data. Here, the manager must use his past experience and judgement. He
must know clearly what he expects in the future in the light of overall
organisational objectives. He should make an estimaie of future business from
a number of probable trends revealed by the systematic analysis of data. The
estimated results can be compared with actual results in the future. This will
help in refining the process of forecasting.

Managenial Planuning
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4.6.2 Techniques of Forecasting

The various techniques ot forecasting may be classified into two major categories:

(1) Quantitative and (1) Qualitative. Quantitative techniques apply various statistical
tools to data for predicting future events. They include Time Series Analysis,
Regression Analysis, Econometric Models and Extrapolation. Qualitative techniques
employ mainly human judgement to predict future such as Historical perspective
{business barometers). Panel Consensus, Delphit Method and Relevance Tree Method.
These methods are used where data is not readily available. For instance, quantitative
methods cannot be used Lo forecast technological environment, A brief discussion of
various quantitative and qualitative methods of forecasting s given below.

1. Time Series Analysis: Time series analysis assists  identify and explain:

(i) Any regular or systematic variation in the series of data which is due to
some seasons; and

(i} Cyclical trends that repeat every two or three years or more.

With the help of ume series analysis, a trend line can be fitted (by using the
method of least squares) which is the best indicator of the trend. Time series
analysis provides an initial approximation forecast that takes into account the
empirical regulurities which may be expected to persist. After the seasonal effects
have been identified and measured. the original data may be adjusted for these
influences, yielding a new historical time series consisting of the trend and
seasonally adjusted data. The new time series may be used in the analysis and
interpretation of cvelical and residual influences. This method has certain
limitations also. Since the future does not always reflect the past, the time series
analysis may give misleading results in some cases. Moreover, this method can
be used only when data of several years are available.

2. Regression Analysis: Regression analysis is the means by which we can select

from among the any possible relationships between different variables which
are relevant to forecasting. If two variables are functionally related, then the
knowledge of one will make possible an estimate of the other, For instance, it it
is known that advertising expenditure and sales are correlated, then we can find
out the probable tnerease or decrease in sales with the given increase or decrease
in the advertising expenditure. Regression analysis also helps in forecasting
where there is one dependent variable and several independent variables. The
help of computer programmes may be sought to solve the regression equations
that are very complex and time consuming,

3. Econometric Models: Econometrics refers to the application of mathematical
economic theory and statistical procedures to economic data in order to verify
economic theory and statistical procedures to economic data in order to verify
gconomic theorems and to establish quantitative results. Econometric models
take the form of 2 set of simultaneous equations, The mumber of equations may
be very large in some cases. So the help of electronic data processing equipment
may be sought to solve these equations. It is also significant to point out that the
development of an econometric model requires sufficient data so that the correct
relationships can be established. The econometric models reveal, in quantitative
terms, the way in which various aspects of a problem are interrelated.

4.  Extrapolation: This technigue is used frequently lor sales forecasting and other
estimates when other forecasting methods may not be justified. 1t is the simplest
method of forecasting. In many forecasting situations, it can be expected more



reasonably that the vanable will follow its already established path. Extrapolation
assumes the relative consistency in pattern of past movements in some time
series. If this assumption is taken, the problem is to determine accurately
appropriate trend curve and the values of its parameters, Numerous trend curves
are suitable for business forecasting. They include arithmetic trend, semi-log
trend, modified exponential trend, Jogistic curve, etc. Selection of an appropriate
curve depends on empirical and theoretical considerations relevant to the
forecasting problem.

Historical Perspective (Business Barometers): Historical perspective technique
uses business barometers to make business forecasts. The term “barometer’ is
used to indicate the economic situations. The assumption behind the use of
business barometers, i.., various indices, is that past patterns tend to repeat
themselves in the future and that the future can be predicted with the help of
certain happenings of the present. The various barometers which can be used in
forecasting include gross national product, wholesale prices, consumer prices,
industrial production, volume of money supply, stock exchange quotations, etc.
Some of these index numbers may also be combined into a general index of
business activity. The general index refers to general conditions of commerce
and industry. However, this composite index may show quite contrary tendencies
from those of some of its components. So proper care must be taken while
using the index numbers for business forecasting. If the business barometer
being used is reliable, it will reduce the chances of wrong forecasting.

Panel Consensus Method: Under this method, data is presented openly to a
group of experts. The list of experts related to particular problem area is prepared
with great care and the experts are brought together tc have a face-to-face
discussion and arrive at a consensus forecast. Such a forecast is expected to
prove better as compared to a forecast made by one expert. Several experts can
determine a better forecast than one working along.

Delphi Method: This method enjoys respectability due to its scientific minds
of the people who possess the necessary expertise in the pertinent or related
areas. Under this method, a panel of experts related to a particular problem area
is prepared. Instead of bringing these experts together to have a face-to-face
discussion, they are kept apart and their identity is kept secret from one another.
This is done to prevent experts from being influenced by others and to eliminate
the possibility of the emergence of a band-wagon mentality. The opinions of
the experts are solicited by eliciting their response to a carefully prepared
questionnaire. The answers collected are studied carefully to separate the answers
to questions on which a general consensus has emerged. The experts who have
differed with majority opinion are fed back the results of the first round of
survey and are requested to communicate the reasons for their divergence.
Similarly, in the case of such questions on which wide difference of opinion has
surfaced, the same process 1s employed to narrow down the differences. The
process of successive feedbacks and seeking of opinions continues until the
experts re-gvaluate their estimates and a better convergence of opinion emerges
or at Jeast the scatter of opinions gets narrowed. The final results are taken as
the forecasts. It should be noted that the Delphi method would not give only
one answer in all the cases.

Relevance Tree Method: 1n its normative application, the purpose of the
relevance tree method is to help the business in determining objectives and
predicting ways to attain them. According to this method, the feasibility of the
future objective is judged first of all, and then by working backwards, attempt
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is made to find the technological innovations needed to achieve the objective. In
its explovatory application, the relevance tree method is similar to the decision
tree method of decision making, [t is used to develop alternatives and to determine
the most desirable course of action.

Student Activity 2

Prépare an ussignment on: Business forecasting and take any one of the Industry
Manufacturing or Retailing and purpose your Planning process and various
technigues of Forecasting.

Summary

The function of management starts with planning. It logically precedes the execution
of all other managerial functions. It is the determination of & course of action 1o
achieve the desired resulis. it bridges the gap between where we arc to where we
want 10 be, It is a mental process which requires the use of intellectual faculties,
imagination, foresight and sound judgment. There are varous types of plans on the
hasis of organisational level, focus, and time pericd. But the basic steps of planning
remains the same and are applicable on all the types of plans. Adeguate balance
between rigidity and flexibility is crucial for the success of plans, Plans must be
made in a manner 5o that conmol can be exercised otherwise they may go haywire. 1t
must be complete and should be capable of integrating all the areas.

Keywords
Forecasting: is 2 sysiematic attempt to probe future with the help of known facts.
Time Series analysiz: 1dentify and explain any regolar or systematic variations in the

series of data which is due to some reasons and cyclical frends that repeat cvery two
or three years of mote. .

Regression anafysis: Regression analysis is the means by which we can select from ameng
the many possible relationships between different variables which are relevant to forecasting.

Econometric models: The economic model reveal, in quantitaive ferms, the way n
which verious aspecis of a problem are interrelated.

Extrapolation: This technique is used frequently for sales forecasting and other
estimates when other forecasting methods may not be jusiified. Historical perspectives
{Business Barometers): Historical perspectives techniques was business barometers
to make business forecasts.

Panel consensus method: Data is presenlied openly to a group of experts.

Delphi method: A panel of experts related to a particular problem area is prepared
and are kept apart and their identity is kept sceret from one another.

Relevance tree method: The purpose of the relevance tree method is to help the
business in determirting objectives and predicting ways to attain them,

Planning: Planning is the process of deciding in advance what is to be done, who is
to du il, how it is to be done and when it is to be done. 1t is the determination of 4
course of action to achieve the desired results.

Principle of flexibility: Principle of Rexibidity states that management should be able to
change and existing plan because of change in environment without undue cost of delay.



Principle of navigational change: This principle require that managers should periedically
check on events and redraw plans to maintain a course towards the desired goal.

Corporate planning: Defined as a systematic and comprehensive process of planning
- taking account of the resources and capability of the organization and the environment
within which it has to operate and viewing the organization as a total corporate unit.

Divisional Planning: t)1visional planning relatesto a particular division or department.

Review Questions

1. “Managerial planning seeks to achieve a coordinated structure of operations”.
Comment.

2. “Without planning, an enterprise would soon disintegrate, its actions would be
as random as leaves scampering before an autumn wind and its employees as
confused as ants in an uptummed anthill”. Elaborate the statement and examine
the significance of planning in the managerial process.

“Managenal planning is more of a ritual in a fast changing environment”. Comment.
“Planning is a mere wastage of time and money”', Cornment.
Discuss the causes of ineffectiveness of planning. How can they be cured?

What do you understand by planning? What should be done to overcome its limitations?

N e v A w

What do you understand hy planning premises? What are their different types? How
does correct assessment of planning premises help in preparation of reliable plans?

Explain various kinds of planning based on time horizon and levels of management.

o0

9.  Why is it necessary to determine the time span of managerial planning? How is
long-term planning different from short-term planning"/

10.  What isPlanning” State what advantages does planning confer to an organisation?

i1. Explain briefly the principle of flexibility and navigational change with regard to
managerial planning. Distinguish between short-teom plannag and long-terrn planning.

12. Explain the significance of policies in management. Briefly describe the process
of policy formulation. .

13.  What is Business Forecasting? How would you say that scientific forecasting s
amust for dependable planning? Describe the main steps in business forecasting.

14.  Explain ‘planning premises’. List the planning premises, you would have as a
manufacturer, of any ONE of the followings: (i) Cement. (ii) Sugar, (iii) Liquor.

15. Discuss briefly the various techniques of forecasting.
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UNIT-5

ORGANIZING AND ORGANIZATIONAL
STRUCTURE LINEAND STAFF CONFLICTS

LEARNING OBJECTIVES ]

5.0 Introduction
5.1 Organization Structure

52 Principles of Organization
5.3 Span ol Management
5.4 Organizution Charts

5.5 Organiration Manuals

5.6 Forms ol Oryanication Structare

5.0 Introduction

Organization is the backbone of management. Without cflicient vrganization, no
management can perform its functions smoothly. Sound c1ganization contributes greatly
to the continuity and success of the enterprise. Once A. Camagie, an American
industrialist said, “Take away our factories, take away vur trade, our avenues of
transportation, our muney. Leave nothing but our organizition and in four years we
shall have re-established vurselves”. That shiows the sigm ticance of managerial skills
and organization. However, good organization structure does not by itself produce
good performance - just as good constitution does not guirautee great presidents, or
good laws a maral society. Bul a poor organization structure makes good performance
impossiblc, no matter how good the individuals may be. The nght organizational structure
is the necessary foundation: without 1t the best performance in all other areas of
managemenl will bé ineffectual and frustrated.

Sound organization brings about the following advantuges:

1. Facilitates attuinment of the objectives of the entetprise

Facilitates oplumuin use of resources and new technological development.
Facilitates growth and diversilication.

Stimulates crextivity and innovation.

Facilitates effective communication.

Encourages better relations between the labour and the management.

N e oe wo

Increases employees’ satisfaction and decreases ernpluyee turnover.

Concept of Organization

The term ‘organization’ connotes different things to ditferent people. Many writers
have attempted to state the nature, characteristics and principles of organization in
their own way. For instance, 1o the sociologist organization means a study of the



interactions of the people. classes, or the hierarchy of an enterprise; to the psychologist
organization means an attempt to explain, predict and influence behaviour of individuals
in an enterprise; (o 4 top executive it may mean the weaving together of functional
components in the best possible combination so that an enterprise can achieve its
goals. The word ‘orgamization” is also used widely to connote a group of people and
the structure of relationships. In order to clearly understand the nature and
charactenstics of organization, we shall study it under the following heads:

(i) Organization as a group of persons;
(i) Organization as a structure of relationships;
(ii) Organization as a function of management; and

(iv) Organization as a process.

Organization as a Group

Organization is very uften viewed as a group of persons contributing their efforts
towards certain goals. The evolution of organization dates back to the early stages of
human civilization when {wo or more persons began to cooperate and combine together
for fulfilling their basic needs of food, clothing, shelter and protection of life. Organization
hegins when people comhine their efforts for some common purpose. It is a universal
truth that an individual is unable to fulfil his needs and desires alone because he lacks
strength. ability and resources. So he seeks cooperation of other people who have
similarity of goals.

Bamard defined organization as an identifiable group of pepple contributing their efforts
towards the attainmeni ol 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 form groups or
organizations and pool! their efforts hy defining and dividing various activities,
responsibility and authority. As such an organization has the following characteristics:

() It represents cooperative relationships of two or more persons.
(i) It is created to achieve certain common objectives.
(i) 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. [t is also essential that they are willing to cooperate
with one another for Ihe achievement of their goals. They must contribute their efforts
voluntarily towards certain objectives. The existence of common objectives is a must,
otherwise the members of the group will not be able to stay together for a long time.
Lastly, group members lay down the rules and regulatious and the formal structure of
relationship among themseives. 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 undertaking functions. “*Organization is
no more than the framework within which the responsibilities of management of an
enterprise are discharged”’. According to this definition, organization sets up the scope

Orgamzing and Organizanonal
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of activities of the enterpnse 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
formal relationships. Bul an organization is a dynamic entity consisting of individuals,
means, objectives and relationships among the individuals, An organization is centainly
more than a chart. It 1s the mechanism through which management directs, coordinates
and controls the activities of the enterprise.

Organization as a Function

Organization is one of basic functions of management. It involves the determination
and provision of whatever capital, materials, equipment and personnel may be required
for the achievement of centain predetermined goals. By performing this function,
management brings together human and non-human resources to form a manageable
unit (which is also identitied as an organization). Thus, organization is a process of
integrating and coordinating the effons of manpewer and material resources for the
accomplishment of certain objectives. Just as planming is applied to every other
managerial functions, the process of organization is also used in every aspect of
management. For instince, organization of the planning department is essential for
the formulation of plans and policies. Similarly, organization of ather managerial functions
is also necessary.

Organization as a Process

Organization is the process of establishing relationships among the members of the
enterprise. The relatonships 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 the corresponding authority to perform his duty

According to Louis A. Allen, “Organization involves identilication 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”.

As a process, organizing 15 concerned with arranging in & logical and orderly manner
all the activities of the urganization. It specifies how the duties are to be divided
among the departments und the employees. [t also creaies 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 fullowing steps:

()  Determination of Ubjectives: Organization is alwuys related to certain objectives.
Therefore, it 1s essential for the management to 1dentily 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 ohjectives. Objectives also
serve as the guidelines for the management and the workers, They bring about
unity of direction 1n the organization.

(i) [Identification and Grouping of Activities: If the members of the group are to
pool their efforts etfectively, 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 cxpected of them as members of the group and will help in
avoiding duplication of efforts. For instance, the lotal 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



(iif)

(iv)

jobs. The jobs, then, can be classified and grouped to ensure the effective
implementation o[ the uther steps.

Assignment of Duties: After classifying and grouping the activities into various
jobs, they should be allotted to the individuals so that there are round pegs in
round holes. Each individual should be given a specific job to do according to his
ability and made responsible for that. He showld also be given the adequate
authority to do the jisb assigned to him.

Developing Authority-Responsibility Relationships: Since so many individuals
work in the same organization, it is the responsibility of management to lay down
structure of relationships in the organization. Everybody should clearly know to
whom he is accountuable. This will help in the smooth working of the enterprise
by facilitating delegution of responsibility and authority.

Nature of Organization

The nature of organization wiil be clear by studying the following features:

(1)

()

{iii)

{iv)

{y)

{vi)

(vii)

An Organization Connotes Group of Persons: McFarland has defined
organization as an identifiable group of people contributing their efforts towards
the attainment of guals, People form groups or organizalion 1o accomplish common
objectives and pool their efforts by defining and dividing various activities,
responsibility and authority.

Communication is the nervous system of organization: The organizational
members are able lo communicale with each other and they coordinate their
activities. No organization can survive without an efficient system of
comununication.

Organizing is a Basic Function of Management: I\ is essential for the
achievement of organizational objectives. Organizing is done in relation to all
other functions 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.

Organizing is a Continuous Process: It is not a one slep function. Managers

are continuously engaged in organizing and reorganizing. The nature of the

process or organization has been described by The Haimann as follows.
“Organization is o process of defining and grouping the activities of the enterprise
and establishing authority relationships among them'.

Organizing is Always Related to Objectives: Whether it is organization of the
entire enterprise or a part of it, organizing is influenced by objectives. The
operations are divided and authority and responsibility are determined to achieve
the predetermined objectives.

Organization Connotes a Structure of Relationships: The structure of
relationships creuted by the management is referred to as ‘formal organization’.
But an organization also includes the network of social relationships that arise
between people working together, Such relationships are known as ‘informal
organization’. The study of both formal and informal relationships is necessary
to understand the nature of any organization,

Organization Involves a Network of Authority and Responsibility
Relationships: Various positions are created and specific tasks are assigned to
them. To perform the tasks, each position is delegaled adequate authority.
Authority and responsibility relationships throughoul the organization must be
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clearly defined t achieve coordination and to avoid venflicts between individuals
and departments.

Significance of Organization

A sound organization can contribute to the success ol an enterprise in many ways. As
a matter of fact, it is the backbone of management. It helps the performance of other
functions of management like planning, staffing, direction and controlling. Sound
organization can help in achieving enterprise objectives in the following ways:

1. Clear-cut Autharity Relationships: Organization structure allocates authority
and responsibility. It specifies who is to direct whom und 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 uctivities and people, structure
facilitates commumication between people centered on their job activities. People
who have joint problems to solve often need to shure information.

3. Location of Decision Centres: Organization structuse determines 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 1o individual departments to ensure that vanied depurtmental conditions are
considered. In contrast, an oil refinery may concentrute on production, scheduling
and maintenance decision at top levels to ensure that interdependencies along
the flow of work are considered.

4.  Balancing of Activities: Organization structure creates the proper balance and
emphasis of acuvilies. Those more critical (o the enlerprise’s suecess might be
placed higher tn the organization. Research in a phurmaceutical company, for
instance, migh! 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 ther equal emphasis.

5. Stimulating Creativity: Sound organization structure snmulates ¢reative thinking
and initiative among organizational members by providing well-defined patterns
of authority. Everybody knows the area where he specializes and where his
efforts will be appreciated.

6. Encouraging Growth: An organization structure provides the framework within
which an enterprise functions, If it is flexible, it will help in meeting challenges
and creating opportunities for growth. A sound organtzation structure facilitates
growth of enterpnse by increasing its capacity to handle increased level of activity.

7. Making Use of Technological Improvements: A sound organization structure
which is adaptable to changes can make the best possible use of latest technology.
It will modify the existing pattern of authority-responsibility relationships in the
wake of technological improvements.

In short, existence ol 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 1ogether most effectively.
While building the orgunization structure, it is essential to relate the people to design.
The organization structure which has technical excellence may be quite useless for
practical purposes because if is not suited to the needs of the people. Thus, an organization
structure should be developed according to the needs of the people in the organization.



5.1.1

5.1 Organization Structure

An organization structure denotes the authority and responsibdlity relationships between
the vartous positions in the organization by showing who reports 1o whom. Itis a set of
planned relationships between groups of related functions and between physical factors
and personnel required for the achicvement of organizational goals.

Organization involves establishing an appropriate structure for the goal seeking
activities. The structurc of un organization is generally shown on an organization
chart or a job-task pyrunud. It shows the authority and responsibility relationships
between various positions in the organization. It is significant to note that the
organization structure is dircctly related to the attainment ol the organization objecti ves.
For instance, if an vadenaking is in production line, the dominant element in its
organization chart would be manufacturing and assembling. A good organization
structure should not be stutic but dynarmic. 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
mechanisin. Designing of basic structure involved such central issues as how the
work of the organizatiou will be divided and assigned among positions, groups,
departments, divisions, etc. iitnd how the coordination necessary to achicve organizational
objectives will be brought about. But operating mechanism, on the other hand, includes
such factors as information system, control procedures. rules and regulations, system
of reward and punishment. etc.

The development of organizaton structure deals with two facts. namely (i) the functions
which are to be performed and (ii) the form of structure. The first fact requires the
determination of activiues, 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 adetailed study and application of many organizational principles and practices.

Organization structure establishes formal relationships amang various positions in the
enterprise. The formal refations may be classified into the fullowing categories:

(i) Relations between the senior and the subordinates and vice-versa:
(i) Relations between the specialist position and the line positions;
(in) Staff relations; and

{(iv) Lateral relations.

Differentiation and Integration of Activities

Ditferentiation and integration of activitics relationships are very important
considerations in organization designing. Differcntiation may be defined as the
differencesin cognitive and emotional orientation among managers in different functional
departments and the differences in formal 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. Bul sunce ench department is interacting with the environmentin a
different way, various departments are likely to develop some degree of differentiation
depending upon the nature of environment. Therefore, designing of structure of one
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department may be difterent from that of the other. But the overall objective of
organizational designing should be integration of activiues and authority roles and
relationships existing in different departments,

Determining the Kind of Structure

Organization structure is an indispensable means towands 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 deternuning the organization structure.
Peter Drucker has suggested three specific ways to find out what kind of structure is
needed 1o attain the obyectives of a specific business, which ane discussed below.

1.

&5

Activities Analysis: It is the first stage in building an organization structure
which involves finding out what activities are needed (o attain the objectives of
the enterprise. Each business undertaking has 4 set of functions to perform such
as manufacturing, purchasing, marketing, personnel, accounting. 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
agtivity of the readymade garments manufacturer

After the activities have been identified and clussified into functional areas, they
should be listed in the order of importance. It 1s advisable o divide and sub-
divide the whole work into smaller homogenevus units so that the same may be
assigned to difterent individuals. For instance, the Cluef Executive may divide
the whole activities into various functional departments and delegate authority
to the departmental managers. The departmenial inanagers 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,

Decision Analysts: What decision are needed to obtain the performance
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 decisions?
Though, it 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 fureseeable 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 futunty in the decision; (ii) the impact that decision has on other
functions; (i11) the character of the decision as determined by a number of
qualitative factors, such as basic principles of conduct, ethical values, social and
political beliefs, etc ; and (iv) whether the decisions are periodically recurrent or
rare as recurreni decision may require general guidelines whereas a rare decision
is to be treated as a distinclive events.

Relations Analysis: With whom will a managetau-charge of an activity have to
work? Such uther questions of relation, e.g.. line and staff relations, between
subordinates and superior will also help i deciding the structure of the
organization. As said earlier, downward, upward and side ways relations must be
analyzed to determine the organization structure.



5.2 Principles of Organization

As' a tool of management, organization is expected to facilitate the achievement of
certain objectives. [n order to facilitate the achievement of objectives, management
thinkers have laid dsswn certain statements from time to time, from certain generaily
accepted understandings which may be called the principles of organization. The
principles are guidelines for planning an efficient organizaiion structure. Therefore, a
thorough uaderstanding of the principles of organization is essential for good organization.
The important principles of organization are discussed below

I

!U

w

1.]!

Consideration of Objectives: An enterprise strives ta accomplish certain
objectives. Organization serves as atool to attain these obyectives. The objectives
must be stated in clear tesms as they play an important role in determining the
type of structuie which should be developed. The principle of consideration of
objectives states that nnly after the objectives have begn stated, an organization
strueture should be developed to achieve them.

Division of Work ard Specialization: The entire work in the organization should
be divided into various parts so that every individual is conlined to the performance
of single job, as far us possible, according to his abilit Vand aptitudes. This is also
called the principle of specialization. More a person continues on a particular
job, the better will be his performance.

Definition of Jubs: Every position in the organization should be clearly defined
inrelation to othet positions in the organization. The duties and responsibilitics
assigned to every position and its relationship with other positions should be
cleurly defined so that there may not be any overlapping of tunctions.

Separation of Line and Staff Functions: Whenevei pussible. line functions
should be separated trom staff activities. Line {unctions are those which
accomplish the main objectives of the company. [n many manufacturing
companies, the manufacturing and marketing departments are considered to be
accomplishing the main objectives of the busines~ and so are called the line
functions and other functions like persomnnel, plant maintenance, financing and
legal are considered as staft functions.

Chain of Command: There must he clear lines ol uuthority running from the
top to the bottomi of the organization. Autharity is the nght to decide, direct and
coordinate. The orgenization structure should facilitate delegation of authority.
Clarity is achieved through delegation by steps or Ievels from the top position to
the operating J¢vel. From the chief executives, a line of authority may proceed
to departmenta! managers, to supervisors or foremen and finally to workers.
This chain of command is also known as scalar principle of organization.

Parity of Authority and Responsibility: Responsibility should always be coupled
with corresponding authority. Each subordinate must have sufficient authority to
discharge the responsibility entrusted to him. This principle suggests that if a
plant manager in 4 multi-plant organization is held acceuntable forall activities in
his plant, he should not be subject to orders from company headquarters specifying
the quantity of raw fuaterials he should buy or from whom he should purchase
raw materials. If a supervisor is responsible for the guality of work of his
department, he should not be asked to accept as a member of his workforce an
employee who has been hired without consulting hini.

Unity of Coinmand: Nu one in the organization should report to more than one
supervisor. Everyune in the organization should know whom he reports and who
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reports to hiru. Stated simply, everyone should have only one boss. Receiving
directions from several supervisors may resulr in venfusion, chaos, conflicts and
lack of action. S0 each member of the organization should receive directions
from and report to one superior only. This 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 pu through the exceptional matter
only. All the routine decisions should be taken by the subordinates. whereas
probiems irveiving unusual matters and policy decisions should be referred to
higher levels

9.  Span of Supervision: The span of supervision incans the number of persons a
manager or a supervisor can direct. If too less number of employees are reporting
10 a supervision, his time will not be utilised properly. But, on the other hand,
there is a limit to the number ot subordinates that can be efficiently supervised
by an executive. Both these points should be kept th rnind while grouping and
allocating the activities 1o various departments. It is difficult to give a definite
number of persons & manager can direct. It wiil depend upon the nature of the
work and a nember of other factors.

10. Balance of Various Factors: There should be praper bilance in the formal structure
of the organization in regard to factors having contlicting claims, e.g., between
centralization and decentralization, span of supervision and lines of communication
and authority allocated to departments and personnel at various levels.

11. Communications: A good communication neitwork is esscntial to achieve the
objectives of an organization. No doubt the line of autharity provides readymade
channels of communication downward and uwpwasd, still some blocks in
communication oceur in many organizations. The cantidence of superior in his
subordinates and two-way communication are the factors that unite an
organization intu effectively operating system.

12.  Flexibility: The organization structure should be flexible so that it can be easily
and economically adapted to the changes in the nature of busincss as well as
technical innovatiens. Flexibility of organization structure ensures the ability to
change with the environment before something serious may occur. So the
organization structure should be such that it permits expansion and contraction
without disrupting the basic activities.

13. Continuity: Change 1s the law of nature. Many changes take place outside the
organization. These changes must be reflected in the organization. For this, the
form of organszation structure must be able to serve the enterprise and to attain
its objectives for a long period of time.

53 Span of Management

“The term ‘span of musagement” is also known as ‘span of conuol’, *span of supervision’
and ‘span of authonty ' It represents a numerical limi of ‘subordinates to be supervised
and controlled by a manager. It is an important principle of sound organization. This
principle is based on the theory of relationships propounded by V.A. Graicunas, a
French management consultant. Graicunas analyzed superior-subordinate relationship
and developed a mathemutical formula based on the geometnic increase in complexities
of managing as the number of subordinates increases



5.3.1 Graicunas’ Theory

5.3.2

Graicunas showed mathematically that a number of direct, group and cross relationships
exist between a manager and his subordinates. The 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 relationships. He derived these on the basis of the following formula;

No, of direct relationships = n

No. of cross relationships = nin-1]

No. of group relationships = n[2n-i-1]

Total No. of relationships = n2n2+n-1ornf2n-+n-1]

Where n represents the number of subordinates.

The last formula reveals that possible relationships with vanable number of subordinates
rise very rapidly as shown in the following table:

Table 1: Possible Relationships with Variable Number of Subordinates

No. of Suburdiaates Nu. of Relationships
|
U]
18
44
{on
122
4940
| . Usd
230
10 8,210
12 24,708
18 23.89.602

20 =) h oA Bt R e

W

Though, Graicunas gave mathematical formulae for finding out the number of
relationships. his approach suffers from various shortcomings, such as ignoring the
importance of relationslups, frequency of relationships and the factors which determine
the span. Moreover, he lefi out certain possible relationships, particularly in cross
relationships. However. hus theory gives an important indication that an executive
must think twice before increasing his span because increase of one subordinate wil
increase relationships manifold. Graicunas suggested that in executive can effectively
manage 222 relationships which arise out of six subordinates, However, he failed to
list factors which govern the span of supervision in practice,

Span of control refers w 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 effecuve 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 spun is large, it means that fewer levels are
needed in the organization. The structure would tend to be lat and wide. Presumably
the possibility of communication blockages would be minimized because more people
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report directly to the top executive. If the span is small, the siructure would be narrow
and deep. There would be more levels in the organization, More people will have to
communicate 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 executir e directly report to the top
executive and each executive controls 64 persons as shown in Figure 1. This structure
is flat as the span of control is very large at the lowest level and there are only two
layers of management. [f it is thought that an executive van manage only 4 subordinates
effectively, the number of managerial levels will increase to four as shown in
Figure 2, This will make the organization structure louvh tike u 1all pyramid.

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 the organization

Chief Executive = |

i i i 11 Level Executives =4
64 W 64w 64 W 64w Workers = 256

Figure 1; Flat structure (Span of control = 64 warkers}

Chief Executive = |

T L.

Executives =4

[5 é IJ_—| 1iI Level Executives = 16
&' |£| rl_] 1V Level Executives =64

Workers =256

4w

Figure 2: Tall structure (Span of control =4 workers)



structure wide. Such 4 structure would be less expensive hecause of less overhead
costs of supervision. Since the number of levels is less, 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 increase in the executive payroll as compared to the flat structure.
Another drawback is that the additional layers of supervision will complicate
communication 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

[n 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 had an inevitable
bearing on question relating to the number of people an executive can supervise.
Moreover, the use of delegation and decentralization is highly advocated these days.
Itis 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. 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 15 also argued that if an executive has enough number of
subordinates to supervise, there is a point beyond which intimate control becomes
very difficult. But how this point should be determined is the main question.

Factors Determining Span of Supervision

The span of contro! varies from individual to individual, time to time and place to
place. The lactors which determine the span of control are discussed below:

1. Ability of the Managers: Individuals differ in various gualities like leadership,
decision making and communication. The span may be wider if the manager
possesses these skills in greater degree as compared 1o others.

2. Time available for Supervision: The span should be narrow at the higher
levels because lop managers have less time avatlabie 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 his
subordinates who have to devote comparatively less time on the important
functions of management,

3. Nature of Work: When the spans are narrowed, 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: 11 the subordinates are skilled, efficient and
knowledgeable. they will require less supervision. In such a case, the superior
may go in for a wider sparm.

S. Depree of Decentralization: Under decentralization, the power to make
decisions is delegated to the lower levels. The span of management will be
1y in such cases so as to exercise more and more control.
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6. Effectiveness af Communication: An effective system of communication in
the organization favours large number of levels because thwre will be no difficulty
in transmission of wntornation in spite of a large number of intervening layers.

7.  Control Mechanism: The span of control also depends upon the contral
mechanism being followed. Control may be foltowed either through perscnal
supervision or through reporting. The former favours nartow span and the latter
favours a wide span

To sum up, it can be said that an executive should be expected to supervise areasonable
number of subordinates. What is reasonable depends on a variety of factors like
individual differences in executives, number and capacity of subordinates, the nature
of work, availability of time, ease of communication, internal checks and controls and
degree of delegation tn the organization. If the span of control is narrow, there will be
more organizationat levels, which in tum may impede communication. 1f the number
of levels is reduced and the span of control is widened, the supervisory load may
become too heavy. Sound management requires a proper balance between supervisory
load and organization fevels.

5.4 Organization Charts

An organization chart is a diagrammatical form which shows umportant 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 subortinates at various levels. It enables each execuli ve and employee
to understand his position in the organization and to know to whom he is accountable.
Thus. it is obvious that an organization chart has the following characteristics:

1. [Itisadiagrammatical presentation.

2. Irshows principal lines of authority in the organization,

3. Itshows the interplay of various functions and relationships.
4. Itindicates the channels of communication.

The organization chast shouild 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 diagraminatically the lines of authority and
responsibility among different individuals and positions. 1t may be either personnel or
functional. Personnel organization chart depicts the relationships between positions
held by different persons. Functional 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
cntesprise portraying all positions and relationships. It provides a clear picture of the
entire organization structure. Supplementary charts are used to show separately
depurtment wise structure portraying the positions and relationships within each
department. Such charts are popular in big organization where 1t is difficult to show
the necessary details througl the master chart.



3.4.1 Advantages of Organization Chart: The advantages of un organization chart are as

follows;

(i} Itis tool of adnunistration to tell the employees how their positions fit into the
total organization and how they relate 1o others.

() 1t shows at a glance the lines of authority and responsibility. Tt 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. -

(i) It serves as a valuable guide to the new persounel in understanding the
organization and for their training,

(iv) Itprovides a [rumework of personnel classification aud evaluation systems.

(v) It plays a sigaificant part in organization improvement by pointing out
inconsistencies and deficiencies in certain relationshups. When management sees
how its organization structure actually looks, it may discover some unintended
relationships.

Limitations of Organizauon Chart; While the organization chart is an important tool of
management, its mere existence does not ensure effective vrganization because of
the following limitations:

(i)  Organization chan shows only the formal relationships and fails to show the
informal relations within the organization. In modern enterprises, informal
relationships exert important influence on various decisions.

(it) 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 aftairs and does not represent flexibility which usually
exists in the structure of a dynamic organization.

(iv) Itintroduces rigidity in the relationships. Updating s not possibie without disturbing
the entire setup

{v) Faulty organization chart may cause confusion and misunderstanding among the
organizational members. Moreover, it gives rise to a leeling of superiority and
inferiority which causes conflicts in the organization

(vi) It does not show the relationships which exist 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
serve as a useful tool of management. It 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 charts, viz., (a) Vertical, i.e., from top down;
(b) Horizontal, i.e., from left to right; and (¢) Circular or concentric. These are briefty
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

Organizing and Organizational
Structure Line and Staff Conflicts

113



Managemenl Science

4

the top of the chart and successive levels of munageinent depicted vertically
below that. Thus. ines of command proceed from top i bottom in vertical lines
as shown in Figure 3.

{b) Horizontal Chart: ionzontal charts which read trom léfi to right are occasionally
used. The pyramid lies horizontally instead of standing n the vertical position.
The line of command proceeds horizontally. i.e.. from left to right showing top
level at the left and cach successive level extending to the right as shown in
Figure 4. However. Uns chan does not decrease the iimportance of levels. But it
is feared that some people may make erroneous inferences about differences in
status and importanee of various echelons.

(¢} Circular Chart: In this chart, top positions are lociated in the centre of the
concentric circle. Positions of successive echelons extend in all dircctions outward
from the centre. Positions of equal status lie at the same distance from the
centre on the same concentnic circle. This chan shows the Hlow of formal authority
from the chief executive in many dircctions. The mas weakness ol this chart is
that it is often ¢onfusing.

Share}inolders
Board of Directors

Managin% Durector
T I I i I

Production Materials Finange Markeling Personnel
Mangger Mannger Manager Manager Manager
T ¥
Superintendent
Plant [
. i 1
Foreman-1 Fereman-2 Furer?;m«}
r ] ] 1 L) L] 1
(Workers)

Figure 3: Vertical Chart

55 QOrganization Manuals

An organization chart shows who has authority over wlhiom. but it does not show the
extent of authority or the duties each person in the organizution is expected to perforrn,
except in so far as duties are implied by job titles. For this reason. big undertakings
prepare organization manuals that include job descriptivns and other information in
addition to the charts. A job description includes factual stut¢inents of job contents in
terms of its duties and responsibilities.

An Organization Manuu) 1s an authoritative guide tu the company’s organization. 1t
consists of records of top management decisions, standurd practices and procedurcs
and the descriptions of vartous jobs. [t is maintained n o laose leal book from for the
guidance of the personnel of the company. If the empluyees are not supplied with this
information adequately. they will approach their supertors {ur proper information and
guidance, causing interruption of work and resulting in wustage of superior’s time and
energy along with their own time.



5.5.1 Types of Manuals

Manuals may be classified under a variety of headings, some of which are: (1) policy

manual, (2) operations manual, (3) organization manual, (4) rules and regulation manual
and (5) departmental manual. These are discussed below:
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Figure 4: Horizontal chart

Policy Manual: 11 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 matter of fact, contains
decisions, resolutions and pronouncements of the management of the enterprise,
Policy manuals are very helpful for providing the framework on which all actions
are based.

Operations Manual: 1t 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 divisions.

Organization Manual: It explain the organization, the duties and responsibilities
of various departments and their respective subdivisions. It may consist of
portrayal of the formal 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,

Rules and Regulations Manual: It gives concise information about the operating
rules and employment regulations. It may also explain to employees various

Organizing and Organizational
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5.5.2

benefit plans including group insurance, hospilalization and credit facilities. It
prescribes the rules regarding the use of library, cufelena, recreation club, elc.
It also gives the regulations like hour of work. timings, procedure for taking
leaves, etc. It is actually a handbook of employment rules.

Departmental Practice Manual: 1t contamn procedures for a particular
department. It deals in detail with the internal policies, organization and procedures
of one department. It shows with the help of churts and diagrams the inter-
departmental relationships. For instance, the Filing Manual will contain the
organization of Filing Department, responsibilities of virious jobs, relationships
between the employees and the standard procedures for doing the different
operations. Similarly, other departments may have such manuals.

Advantages of Manual: A manual can lead to the following benefits:

@

5

It contains, in written form, all important decisions relating to intermal orgamzation
of the enterprise

It contains rules and regulations and various instyuctions 10 a written forn. These
need not be explamed to the employees time and again.

It avoids jurisdictional conflicts by avoiding overlapping of authority. The sources
of authority are also clear.

It enables the new employees to know the vanious procedures and practices in
the shortest possible time. They can know the responsibilities of their jobs and
their relationships with other jobs.

Itenables quick decisions as instructions and policies are stated in definite words.

Drawbacks of Manual: A manual may suffer from the following limitations:

1. Small enterprises cannot afford to have a munual because its preparation is a
costly and time coasuming process.

2. Manual may bning rigidity in the organization by putting the standardized
procedures and practices in writing. It 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 manusl is prepared by the experts who have the detailed knowledge
about the organization. The experts should clearly know the objectives of preparing
the manual before callecting the information for putting in the manual. Usually, the
companies want that the manual should cover a wide range of information. In such
cases, it 1s advisable o carefully arrange the information in saine logical fashion. An
organization manual way be divided into three parts, viz., (i) Introductory:
{11) Administrative; and tui) Procedural.

The introductory part contains the following information:

(a)
(b)
{c)
(d)

Nature of the enlerprise.
Objectives of the enterprise.
Location of the enterprise.

Organization structure.
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The administrative past contains the following information:

(a) Purpose of the manual.

(b) Policies of the management.

{c) Areasof major organizational problems.

(d) Jobdescriptions.

(e) Rules and regulations.

(f)  Organization chirts.

The procedural part of the munual contains the following information:
(a) Instructions relating to the performance of standardized jobs.
(b) Instructions relating w performance of non-standardized jobs.
(¢} Specimen forms 1o be used.

The preparation of rnanuals is too expensive. If no provisions made their revision,
their utility will be reduced ufter any major change. So they must be kept up to date,
otherwise employees will not follow 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. Theretore, revision of the manuals should be made as often as
practicable to incorporale the changes that have taken piace. If the manuals are in
loose-leaf form, new pages with new information may be substituted in place of old
ones. In this way, manuals will not remain static. They will undergo change with the
changes in the business and ils environment,

56 Forms of Organization Structure

Organization requires the creation of structural relationship among different
departments and the individuals working there for the accomplishment of desired
goals, The establishmient of formal relationships among the individuals working in the
organization and to courdinate the effonts of different individuals in an efficient manner.
In order to organize the eftfons of individuals, any of the following types of organization
structures may be set up: (i) L.ine organization, (ii) Line and staff organization, (iii)
Functional organizatinn, (1v) Committee organization, (v} Project Organization and
(vi) Matrix organization. 'The nature, ments and demerits of these are discussed below.

Line Organization

The line organization tepresents the structure in a direct vertical relationship through
which authority flows. It 1s the simplest form of organization structure and is also
known as scalar or military organization. Under this, the line of authority flows vertically
downward from top to bottern through out the organizativn. Under this, the line of
authority flows verticallv downward from top to hottom 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 5.

In line organization, the line of authority consists of an unintetrupted series of authority
steps and forms a hieraschical arrangement. The line authority not only becomes the
avenue of command o operating personnel, hut also provides the channel of
cominunication, coordination and accountability in enterpnse
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Figure 5: Line organization

5.6.2 Advantages of Line Organization

The merits of line organization are as follows:

(i)

(ii)

{iii)

{iv)

(v)

It is very easy o establish line organization and it can be easily understood by
the employees

It facilitates unity of command and thus contorms to the scalar principle of
organization.

There is clear-cut wdentification of authority and responsibility relationship.
Employees are fuily aware of the boundaries of their jobs.

It ensures excellent discipline in the enterprise because every individual knows
o whom he is responsible.

It facilitates prompt decision making because there is definite authority at every
level. An executive cannot shift his decision making to others, nor can the blame
be shifted.

Disadvantages of Line Organization

The demerits of line organization are as under;

(i)

(i)

(i)

(iv)

With growth, the line organization makes the superiors (oo overloaded with work.
If the execubives Iry to keep up with every achivity, they are bogged down in
myriad details and are unable to pay proper attention to each one. It will hamper
their effectiveness

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

Line organization is not suitable to big organizations because it does not provide
specialists in the structure. Many jobs require speciulised knowledge to perform
them.

There is practically no communication from bottom upwards because 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.



5.6.3

In spite of these drawbacks, the line organization structure is very popular particularly
in small organizations where there are less 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 uftached to line executives to provide them specialised assistance
on matters of great importance to the enterprise.

Line and Staff Organization

The line executive is ofien described as the individual who stands in the primary chain
of command and is directly concerned with the accomplishinent 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 chain of authonity. Line executives are generalists and do not possess specialised
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 specialised knowledge to provide advice to line
managers so that they muy discharge their responsibilities successfully.

In line and staff organizution, 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 10 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 managerial problems.
Staff investigates and supplies information and recommendalions to managers who
make decisions. Specialised staff positions are created to give counsel and assistance
in each specialised field of eftort as shown in Figure 6.

Line and staff structure has gained populanty because certain problems of management
have hecome very complex and, in order to deal with thein, 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 malters, Sinularly, finance, law and public relations departments may be set
up lo advise on problems related to finance and accounting, law and public relations.

The staff officers do not have any power of command in the srganization as they are
employed to provide advice i the line officers. In most orgaaizations, the use of staff
can be traced to the need for help in handling details, pathering data and offering
advice on specific managenal problems.
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Fipure 6: Line and staff organization

Advantages of Line and Staff Organization

The line and staff organization has the following merits:

(1)

{ii)

(i)

v)

{vi)

Specialised Knowledge: Line managers get the benefit of specialised knowledge
of staff specialised at various levels,

Reduction of Burden: Staff specialists relieve the line managers of the
botheration ol cuncentrating on specialised functions like accounting, selection
and training, public relations, etc.

Proper Weightage; Many problems that are 1gnored or poorly handled in the
line organization can be properly covered in the line and staff organization by the
use of staff specialists.

Better Decisions: Staff specialists help the line executives in taking better
decisions by providing them with adequate information of right type at the right
moment and expert advice.

Flexibility: Line and staff organization is more flexible as compared to the line
organization. General staff can be employed 10 help line managers at various
levels.

Unity of Command: Under this system, the expuerts provide special guidance
without giving orders. It is the line manager who only has got the right to give
orders. The result 1s 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:

(1)

{it)

There is generally a conflict between the line and statf executives. There is a
danger that the staff men may encroach on the line authority, Line managers
feel that staff specialists do not always give right type of advice and staff officials
generally complain that their advice is not properly attended to.

The allocation of duties between the line and staff executives is generally not
very clear. This may hamper coordination in the organization.



(i) Since staff men are not accountable for the results, they may not be performing _ thganizing and Urhganzzalmnai
their duties well Sructure Line and Sthff Conflcts

(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:

(1)  Staff makes available exper advice to the line executives. This is necessary to
teal with complex problems of management. For instance, personnel department
is established as a staft department to advise the top executives and other ling
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.

(i) Better decisions are ensured in line and staff organization as compared to a
simple line organization

(i) Line and staff structure 1s more suitable 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.

Box 1

Line Organizalion vs Line & Siaff Organization

Line Organization Line & Siaff Organization
I. Line refers to those positions which have Lthe 1. Suaff refers to thoke positions which have
responsibility of achieving e primary objectives responsibility for providing advice and service
of the organtzation, 1o the line in altainment of organizational
objeclives.

2 There are no expers [0 pasdst and advise the line 2. There are experts known us waff to assist and
afficiak. advise the line officials.

3. There is strict discipline 3. There is lpose discipline,

4 There 15 no scope aof (riction between line and stafl. | 4. There is always o risk of foction between line
and staff people vver their respective roles.

5. It is nol basad upon planned specialisation, 5, It is based upon planned specialisation.

6. Certain line men become Loy men as they occupy 6. This te not possible in cuse of line and staft
those positions on which the suivival of the organi- organtzation as staff officials always share
salion depends credil with hive officials.

5.6.4 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 throughoul 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
uniformity of the performance of functional areas throughout the organization.

Under functional organization, various activities of the enterprise are classified
according to certain functions like production, marketing, finance, personnel, etc. and 131
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are put under the charge of functional specialists as shown in Figure 7. 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 (or the performance
of different functions

It was E.W. Taylor who evolved [unctional organization for planning and controlling
manufacturing operations on the basis of specializadon. But in practice, functionalisation
is restricted to the top of the organization structure and s not camied down to the
lowest level in the orgamization as recommended by Taylor,

The features of fupcuanal organization are as follows:

{1)

(1)

(iii)

The entire orgunizational activities are divided into specified functions, such as
operations, finance. marketing, personnel relations. etc.

Each functional area is put under the charge of a functional specialist. The
specialist has the authority or right to give orders regarding his function
wheresoever that function is performed in the enterprise.

If anybody in the enterprise has to take any decision relating to panticular function,
it has to be in the consultation with the functional specialist.

Line Authority
----- Functional Authority

Managing Director

1 1 1 1

Finance Murketing Personnel
Direclor Drirector Director

Production
Director

General General General
Munager Manager Munuger
Division X Division Y Division Z

Figure 7: Functional Organization

Advantages of Functional Organization

The merits of functional organization have been discussed below:

(i)

(i)

(i)

{iv)

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 performance in his area,

Executive Development: A functional manager is required to have expertise in
one function only. This makes it easy to develop the executives.

Reduction of Workload: Functional organization reduces the burden on the top
executives, There is joint supervision in the organization, And every functional
incharge looks alter his functional area only,

Scope for Expansion: Functional organizanon offers a greater scope for
expansion as compared to line organization. It does not face the problem of
limited capabilities of a few line managers.



(v) Better Control: The expert knowledge of the functional manager facilitates
better control and supervision in the organization.

Demerits of Functional Organization
The functional organization suffers from the following drawbacks:

(1)  Functional orgamization violates the principle of unity of command since a person
is accountable 1o i large number of bosses.

(i) The operation of functional organization is too compiicated to be easily understood
by the workers. Workers are supervised by a number of bosses. This creates
confusion in the organization,

(iii) Functional orgamzation develops specialists rather than generalists. This may
create problem in succession of top executive positions.

(ivl A functional manager tends to create boundaries around himself and thinks only
in terms of his own depanment rather than of the whole enterprise. This results
in loss of overall perspective in dealing with business problems.

(v) There is generally i lack of coordination among the functional executives and
delay in decision making when a decision problem requires the involvement of
more than one specialist.

Junisdictional conflicts often anse 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 their line supeniors and not with their
functional.

Taylor’s Functional Foremanship

The functional organization design discussed above is sornewhat different from E'W.
Taylor’s functional forcmanship. 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 orgamzation. 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 substtution 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 10 to 20 workers, there should be the following statf to guide the workers in
various functional areas.

i.  Route cierk

ii.  Instruction card clerk
. Time and cost clerk
iv.  Shopdisciplinarian

v.  Gang boss

vi. Speed boss

vii. Repair boss

vili. Inspector

Organizing and Organizational
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There is functional relationship in the structure because every worker is responsible
to the speed boss in the matter of discipline 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 unity of command. In order to maintain
unity of command i the organization, functionalisation 1s applied 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 uf the poorest forms of organization ever designed, are certainly
one of the most maligned. We often come across humuorous definitions of committee
such as: “A commuttee 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”. “It 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 exist in modern organizations because of certain advantages which are
discussed later. A commuttee usually represents a modification in the existing line, line
and staff and functional organization structures, 1t does not replace a significant part
of the overall organization structure. It is an aid to the existing organization 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 mutters brought before it”. A
commitiee is a group of persons performing a group lask with the object!of
solving certain problems. The area of operation of a committee is determined by its
constitution. A commuittee may formulate plans, make policy decisions or review the
performance of certain units. In some cases, it may uvnly have the power to make
recommendations to a designated official. Whatever miay be the scope of their activities,
committees have come to be recognized as an important instrurnent in the modern 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 orgamzanons, Itis difficult to give
a precise definition ot the term ‘committee’ because there are many different kinds of
committees and the concept of committee varies widely from one organization to
another. In many organ:izations, committees contribute an important part of the
organization structure. Committees are usually relatively formal bodies with a definite
structure. 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 comumitee may only have a power to
make recommendations and suggestions 1o a designated official.

fienerally, commitiees are constituted to achieve one or more of the following
shjectives:

{i) Tohave consultation with various persons to secure their viewpoints on different
aspects of business

{ii) To give participation to various groups of peoplc

(ii) To secure cooperation of different departments.



(iv) Tocoordinate the tunctioning 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 classified
as follows:

(1) Line and Staff Commitiees: If a committee is vested with the authority and
responsibility io decide and whose decisions are implemented invariably, it is
known as a line cornmittee. For example, board of directors of a company is a
line committee of the representatives of its members which is authorized to take
and implement policy decisions. On the other hand, if 4 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 depariments may meet at periodical
intervals to counsel the chief executive.

() Formal and Informal Committees: When a committee 1s constituted as a part
of the organization structure and has clearcut jurisdiction, it1s a formal committee.
But an informal 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,

(i) Standing and Ad hoc Committees: Formal commiltees which are of permanent
character are known as standing committees. Ad hoc committees are temporary
bodies which may be formal or informal. An adhoc committee is appointed to
deal with some special problem and stops functioning after its job is over.

{(iv) Executive Committee: It is a committee which has power to administer the
affairs of the business.

(v) Coordinating Committee: Such a committee is generally constituted to
coordinate the functioning of different departments. It consists of the
representatives of different departments who meet penodically to discuss their
common probiems

In addition, a business enterprise may have other committees like (a) Finance
Committee, (b) Planning Committee, (¢) Production Committee, (d) Workers” Welfare
Committee and so on

Why are Committees Used

A committee almost invariably is used to carry out responsibilities which cannot be
undertaken by a single person. Committee have certain inherent advantages because
people in group react differently from people as individuals, The advantages or merits
are discussed below:

1. Pooled Knowledge and Experience: A committee is an effective method of
bringing the collective knowledge and experience of a number of persons to
solve may intricate problems that are beyond the reach of a single person. In a
committee, 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.

I~

Enfurces Participation: A committee tends to enforce participation by different
people in the organization. A major source of resistance to new policies and
plans by those wha are asked to carry them out is lack of participation on their
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part at the planming stage. The management can pive rcpresentation to the
emplovees in vanous committee, This will motivate the employees for better
performance as thev feel that they have a say in the affairs of the orpanization.

Facilitates Coordination: When il is necessary [0 integrate varying points of
view, which cannot conveniently be coordinated by mdividuals, the committee
may be used to bring about coordination. A commutiee consists of representatives
of different departments or persons who represent different points of view, who
will sit 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.

Overcoming Resistance: The commiltee is an important means of cooling off
agitation and temper 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, committees have a wider application
in Government, educational, and other non-business institutions.

Check against Misuse of Powers: 1t acts as a check and safeguard against the
abuse and misuse of powers. Numerous boards and commissions are established
by the Governments of all nations to circumscribe the executive authority and to
held it in balance. Even in business, the Board of Directors is a plural executive
which reviews the operations of the chief executive of the company. Plural
executives in the form of committees are more common in non-business
organization than in business organizations.

Limitations of Committees

Some people consider committee as an organized means of passing the buck, A
committee is created when some top people can’t make up their minds and they want
a committee to do ut for them. Though, use of committees brings about certain
advantages, they have certain inherent drawbacks also which are discussed below:

|

_h.)

Evasion of Decision making Responsibilities: 1f » munager has an opportunity
1o carry a problem to a committee, he may take it as 4 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
leads to a sound decision and to escape responsibility, take resort to committee
device.

Slow Decision making: Committees take more time on procedural matters
before any decision is taken. In some cases, slowness seriously handicaps the
administration of the 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 lack of preparation before meeting. That is why,
committees are sometmes used by managements to col off agitation by their
employees which may create difficulties in the long run.

Costly Device: Committees are an expensive device both in terms of cost and
time. Committee meetings take too much time which absorb the sum total of the
salary of its member for that time. Sometimes, comnuttee members deliberately
tend to pass time in order to show that they have taken pains in reaching the
decision,

Lack of Definite Decision: When the committee {indings represent a
compromise of different viewpoints, they may be lound to be weak and indecisive.



They may cloud the real issues and get extraneous matters involved in decision
making. 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.

Incompetent Membership: When a committee is formed. it is implied that the
individual members of the committee will exert pressure on the ideas, suggestions,
comments and judgements of other mernbers. But this may not happen in practice.
The chairman or any strong 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 the force of strong personality.

Source of Misunderstanding: The commitlee 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, commitlee
actions are characterized by voting and dissenting pructices which may leave
behind a legacy ol bitterness, discontent and frustration.

Making Better Use of Committees

Notwithstanding the dangers of committees mnentioned 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.

8

The committee should have a clearly stated purpose: The 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 lollowing facts:

(i)~ Functions and scope of the committee.
(i) Responsibilities of the committee.

(ili) Authority of the committee.

(iv) Organizational relationships.

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 entrusted to the commitiee and taking part in the
discussion. As far as practicable, members of the comumittee should be of similar
organizational rank if they are expected to discuss and contribute on an equal
basis. The chuice of committee members requires a sound judgement as to
personality differences, ability in expressions as well as their status.

The committee should be of proper size: The group should not be too large. If
it is too large, many of its members will not have adequate opportunily to express
their viewpoints, It may become chaotic if there are many vocal members. But
if the group is toc 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
commiltee has to conduct the proceeding of the committee meeting. He should
understand his rule 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 them.

5.  There should be adequate preparation for the commitiee meeting: The major
cause of not reaching any decision by the commutiee is lack of preparation by
the committee members and the office. The 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 mecting 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 commitlee. Minutes of the
committee meeting should be prepared and distributed to each member and also
o the top management so that is may evaluate the work done by the committee.
This type of control is necessary to avoid committecs becoming self-perpetuating
or wasting time and delaying decision making.

Student Activity 1

Select any kind of committee and explain the following:
(a) Concept of committee

(b) Name of the committee,

(¢} Type of the committee,

(d) The reason for forming committee.

(e} Benefits of forming committee.

5.6.6 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 not opt for the device of
departmentation. Grouping activities and employees into departments makes it possible
to expand the activities ol enterprise. That is why, deparimentation 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 division of the enterprise inta different parts is broadly
called departmentation or departmentalization. The vanous parts or divisions go by
the name of departments. Departmentation leads to grouping of both functions and
personnel who are assigned (o carry out allocated functions.

The impact of departmentation is a delineation of executive responsibilities and a
grouping of operating activities. Every level in the hierarchy below the apex is
departmentalized and euch succeeding lower level involves further departmental



differentiation. Grouping of activities into manageable units is necessary at all levels in the
enterprise. The chief execulive groups activities into major divisions such as production,
marketing, finance, etc. These divisions are administered by senior executives who report
directly to the chief executive. The senior executives further assign duties to their juniors.
Forexample, the marketing manager may divide his activities on the basis of activities like
advertising, marketing research, customer service and so on. Al the lower level, there may
be sales assistants, sales representatives, etc.

Objectives and Significance of Departmentation

Objectives of departmentation are Lo: (1) 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 funcuons.

The main advantages of departmentalization are as follows:

1. Increasein 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 performance.

2. Fixation of Accountability: Since jobs are well-defined and responsibilities are
clearly mentioned, 1l 1s easy to fix accountability tor the results.

3. Development of Managerial Faculties: Departmentation divides the entire
eaterprise inte vanous departments. The departmental managers are given the
opportunity to take initiative. Departmentation is a training deviee 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 performance. This helps not only in fixing responsibility but also
in evaluation of work carried out by an individual or 1 group or the department
as a whole.

5.  Better Confrol: Depuntmentation facilitates better control because standards of
performance are well known. Budgets which dre one of the control mechanisms
cun be prepared to control the income and expenditure of different depanments.
Periodical meetings of the departmental managers can be called to bring units of
action in the enterpnse.

Methods of Departmentation

Departmentation is the process which is used to group the activities of the enterprise
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 Numhers

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 uf such departments depends
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Management Science upon the quality manpower. This methaod is not used these days as it is not feasible to
achieve the orgamizational objectives by dividing the entire manpower into certain
groups. Labour skills have increased and, moreover, groups composed of persons
trom 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 2 single unit with a view
to give a well defined dhrection to the whole group. For instance, in a big enterprise,
the major functions like production, purchase, finance. marketing and personnel may
be grouped into different departments as shown in Figure 8

The function shown in the above figure will differ in non-industrial concerns or
institutions. For example. in an insurance company, departmentalization may be
achieved on the basis of these functions, viz., underwriting agency, claims adjustment
and administration. Departmentalization may also go a step further. For instance, the
marketing division may be divided into three subdivisions, namely, advertising, selling
and marketing research.

f
| Board of Directors

Chiet Execulive
| ! I |

Production Purchase Finance Murketing Personnel |
Deptt Deput Deput Deptt

Figure 8: Departmentation of function

Functional departmentation 1s the most widely employed hasis 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 specialication 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 Jeads to better results in big
organizations producing i large number of products. For instance, activities relating to
accounting and finance may be centralized in a scparate department and cost and
chartered accountants may be employed to provide services to different departments
which may even be created on a different basis.,

Departmentation By Product

The grouping of activities on the basis of product or prl sduct lines is followed in multi-
product large organizations. All the activities related to 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 {unctions
that relate to a product line s is shown in Figure 9. Within the structure of each of the
divisions, line and staff organization may also be used.

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.
It places attention and efforts on product lines and fixes responsibility for profits at the
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Figure 9: Deparimentation by product

division level. Since the product divisions are semi-autonomous, it permits 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 activities relating to a particular product. Besides better
coordination, it will aiso improve customer service,

The advantages of product departmentation 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.

(i) It focuses individual attention on each product line.

(i) It leads to speciahization of physical facilities on the basis of products which
results in economy.

(iv) Itiseasier to evaluate and compare the performance of various product divisions.
(v) It keeps problems of production isolated from those of others.

Deparumentation by products is suitable only for large scale multi-product enterprises
which have the capacily 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 thinks that there will be proper use of personnel
and various equipments in different departments. However, there will be problems in
allocating overhead costs which are incurred for the entire enterprise.

Departmentation By Customer

Departmentation by customer may be followed in enterprises engaged in providing
specialised services 1o 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 requircinents of clearly defined customer groups. For instance, 4 big
automobile servicing 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
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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 Figure 10.

The benefits of departmentation based on customers are as follows:
(1)  Customer departmentation can focus on the special customer needs.

(i) It focuses on the need to employ personnel with special abilities required for
meelting different customer requirements.

(i) It leads to greater satisfaction of customers which enhances the reputation of
the enterprise among the public.

Marketing Manager

|
! 1 I

Wholesale Retail Expon
Dept1 Deptt Deptt

Figure 10: Departmentation based on customers

Customer departmeniation is also nol 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 emphasis to the need of the customers may
lead to less than optimum use of space, equipment and speciulised personnel.

Departmentation by Territory

Departmentation based on territory or geographical area is often used when several
units of an enterprise are geographically dispersed in different locations. Under this,
all activities in & given area or territory 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 Central
Railways. In business enterprises, this type of departmentation may be followed for
production or/and sale in different areas,

Territorial departmentation has the following advantages:

(i) It helps in achieving the benefits of local operations. The local managers are
more conversant with their needs and those of tbeir customers. They can adapt
and respond to the local situation with speed and accuracy.

(iiy A marketing division can meet the demands of vanous regions more effectively.

(il) There is hetter coordination of activities in a locality (hrough the setting of a
regional division.
{(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 {o customers.

(vi) Geographical departmentation enables a big enterprise to disperse its units
physically to have advantages of locational factor like availability of raw materials
or labour, cheap transport, market and other lacilities.



Territorial departmentation may create the problems of coordination among various
regional units. Top manugement which is not conversant with the problems of different
arcas may not be able to exercise effective control. It will have to depute able personnel
to manage various divisions. This will increase the costs of operation. Moreover, the
top management will also huve some problems in providing economical central services
to various divisions which are located at different places.

Departmentation By Process or Equipment

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 are brought together in such a department in order to carry
oul 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 valendering. A nut bolt manufacturing unit may group similar
machines into separate workshops such as lathe machines, dnlling machines and
grinding machines. This sub-division is also used when the cost of capital equipment is
very high. For instance, electronic computer is generally installed in a separate
department so that its full use may be made by all other depariments.

The advantages of process ol departmentation are as under:

(i) Process of departmentation facilitates coordination by grouping production
facilities needed tor the completion of each distinct phase of work.

(i) It provides for effective utilization of specialised equipments and skills.

Chief Executive

[Genera] Manager ( Textile) |

|
I

Figure 11: Departmentation based on process

(iii) It puts full responsibility for the completion of each stage int the production process
on the head of the process department.

Process departementation requires that the volume of activity must be large enough
to warrant a separate departmient. There may be difficulty in the coordination of the
depantments 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 workflow. Moreover, inefficient operations in one process department
may adversely affect other process departments. There is also a duplication of general
purpose equipment in varinus departments.

Choice of a Method of Departmentation

We have discussed 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
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combination of two or three bases is used at different leveis in the organization. For
instance, a company may adopt functional departmentation at the top, process
departmentation in the production function and territorial departmentation in the
marketing function und so on.

The choice of basis of departmentation is affected by ihe following factors:

(i)  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.

(i} Adequate Attention to Key Areas: Divisionalisation should ensure that sufficient
attention is given to the key areas on which the survival and success of the
enterprise depends. Separate divisions may be created for all the key areas.

(i) 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 contral. For
instance, as an enierprise expands, the functional torm of organization becomes
difficult to control and other patterns like product departmentation may be
adopted.

(v) Cost Considerations: The basis of departmentation chosen must be influenced
by cost considerations. For instance, a company may not be in a
position to atford 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
deparimentation.

{vi} Human Considerations: Departmentation 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 departmentation 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 departmentation in the light of needs of the
organization. In practice, in many cases, it is not feasible to [ollow 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 12. Thus, there is no ideal pattern to suit all occasions ind situations. Therefore,
the management has (o be very careful and use high degree of imagination at the time
of choosing a pattern of departmentation. Once a pattemn is chosen, it is very difficult
and costly to switch over to another pattern.

The most commonly followed basis of departmentation at the top level of the
organization is functional departmentation. At the intermediate and lower levels, other
bases are used wherever further functionalisation is not teasible.
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Figure 12: Composite structure

5.6.7 Project Organization

Project organization is vriented 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 coordinated by the project manager who can obtain
advice and assistance of experts both inside and outside the organization.

The 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 orgamization. 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
performance and there s a strong emphasis on horizontal reiation among specialists.
In industrial concerns, project teams may be structured to facilitate the designing and
development of new products,

The need for project organization is felt when an organization is 1o execute a project
or programme which is subject to high standards of performance as in case of aircraft
companies. If the project organization is created for one time project, it will have
temperary set up and will be disbanded when the project is completed. However. in
practice, it takes a permanent form when the duration of the project is quite long and
it may become a regular autonomous project division, functionally organized.
Suitability of Project Organization

Modern organizations use project structure under the following circumstances:

(i) The project is a one-time assignment with well-defined speeifications and the
organization wants to continue coneentration on its reguiar activities.

(i) The assignment presents a unique or unfamiliar challenge.
(i) Successful completion of the project is critical for the organization.

(iv) The project must be completed within the given time limat.

Organizing and Organizational
Structure Line and Staff Conflicis



Manapemen Science

5.6.8

Merits of Project Organization

(1}  Project organization facilitates concentrated attentton on the complex project. It
can be tailored to meet the requirements of a parucular project.

(iy Project management requires specialists in various fields. Specialists get higher
satisfaction while working on complex projects. Thus, project organization allows
maximum use of specialised knowledge available with the organization.

(i) Project organization provides flexibility in handling specialised projects. It adopts
a logical approach to any challenge in the form of 4 project with definite beginning,
end and well-defined result.

(iv) Project organization facilitates the timely completiun of a project without
disturbing the normal activities of the orgznizavon.

Limitations of Project Organization

{i} The job of a Project Manager becomes very ditficull because of lack of clearly
defined responsibility, lack of ciear communication pattern and lack of standards
of performance {or various professionals.

(i) Uncertainty in project structure arises because the Project Manager has to deal
with specialists from a number of diverse ficlds. The specialists often have
different approaches and interests.

(i} Decision making gets highly complicated because there arc unusual pressures
from specialists from diverse fields. The Project Manager has to devise a decision
process where information 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 specialists quite often because of
their different orientations.

Matrix Organization

This is one of the lates! types of organizational designs which hag 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 organization structure more flexible and technically
oriented than the traditional line and staff or functional structure.

Matnx organization 1s created by merging the two complementary organizations — the
project and the functional. It represents a combination of functional and
deparimental crganization. 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 retumn to the functional departments to which they
belong.

1.  Matrix organization is built around a specific projeci. 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, guality and other conditions
communicated to huim by the top management.

2.  The project manager draws personnel from various functional 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 effons are required to accomplish the given project?
(i) When will it be performed?

{ii) How much is budgeted?

Functional managers determine:

(iy  Who will perform the specific tasks?

(ii) How will they be accomplished?

(i) How well are they accomplished?

The matrix organization structure has been illustrated in Figure 13. The Division X is
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 to 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 the project, the personnel assigned to the project bave two
bosses-first of the functivnal department and second of the concerned project. This
violates the principle of unity of command which states that no person in the organization
should report to more thian one boss. This may create serious problems for the
organization. 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.

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
protessionals 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 space 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.
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Figure 13: Matrix organization

Project Organization vs Matrix Organization

There is a difference between the project organization and the matrix organization. In
pure project organization, complete responsibility 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 large project, its structure resembles a regular antonomous division. 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 individuals working on a project under
a matrix structure have a continuing dual assignment to the project and their parent
(functional) department, i

Matrix organization is often desirable when an orgunization 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 Matrix Organization

1. It focuses attention on resources of each project separately which facilitates
better planning and control. It also helps in completion of projects in time.

(%]

It is more flexible than the traditional functional rganization. It can be applied
more usefully to an organization involved in projects ranging from small to large.
It can better respond to the changes in technology, market conditions, ete. It can
also respond to the needs of the ciient quickly.

3.  Service of professionals are better utilised in case of matrix organization as
more emphasis is placed on the authority of knowledge than rank of the individuals
in Lthe organizational hierarchy.

4, 1t provides mouvation to the personnel engaged 1n a project. They can utilize
thcir competence and make maximum contribution for the execution of the project.
It also improves communication and coordination by lacilitating direct contact
between the project manager and the functional groups.

5. Functional departments provide the necessary personnel (o each project. The
personnel revert back to their parent department after the project is completed.
This brings economy in the use of the specialised services of personnel from
different function! areas.



Limitations of Matrix Organization

1. Itviolates 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.

12

Apart from formal relationships, informal ones also operate in the matrix
organization. Thus, organizational relationships become more complex and they
create the problem of coordination.

3. Functional groups generally visualize the significance of heir respective functions.
This may lead to conflicts between the functional groups.

4. In matrix organization, personnel are drawn temporarily from different
departments and the project manager does not have line authority over them.
This may lead to lack of commitment to project objectives on the part of personnel.
Moreover, morale of the personnel may also be low.

5. Matrix organization can’t constituie 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 junisdiction of the project
and functional managers.

6. Deputation of personnel from functional departments to a number of projects
over a period of ume makes it difficult for the functional heads to appraise
employee performance. It 18 quite likely that job requirements in projects are
different from the jabs in functional departments. In some cases, the personnel
may find it difficuli to adjust to the requirements of the new project.

Summary

Information technology revolution has forced the organization (o change their traditional
structures and many organizations have actually restructured themselves and changed
their management styles to take full advantage of the information age. AtAT&T from
a large number of 1300 business tasks before the introduction of Information
Technology applications in its Network Services Division with 16000 employees is
now organized around |3 core business processes. Another example of change in the
organization structure is of Eastman Kodak Company which has adopted ‘Pizza chan’
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 musi learn to be pro-active in this fast moving world of today.

Keywords
Organization: A group of people and the structure of relationship.

Organizational structure: Organizational structure denotes the authority and
responsibility relationship between the various positions in the organization by showing
who reports to whom. :

Activities Analysis: First stage in building organization structure which involves finding
out what activities are needed to attain the objectives.

Decision Analysis: Whal decisions are needed to obtain the performance necessary
1o attain objectives.
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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 running from the top to the bottom of the
organization.

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 mumber of direct group
and cross relationships exist between a manaper and his subordinates.

Committee: A commitiee is a group of units engaged tu solve cenain problems.

Departmentation: Departmentation leads to grouping of both functions and personnel
who are assigned (o carry out allocated functions.

Project Organization: Project organization is oriented towards the completion of 4
big project or a small number of big projects.

Matrix Organization: It is a combination of functional and departmental organization.

Review Questions

1. “Sound organization structure is an essential prerequisite of effective
management”, Comment.

2. *Organization 1s an important tool o 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. Whatis meant by organizing? Explain the principles 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 in this context.

8.  “Organization charts provide a broad picture of positions of authority and their
relationships in the organization structure”. Discuss and point out the important
lirnitations of organization charts.

9.  What do you understand by an organization manual” Discuss the contents it
should contain.

10. Why are committees widely used in business management”? What limiting factors
make them expensive and ineffective? Give suggestions for better use of
committees.



11.

14.

“A committee as a tool of management is excellent but enly a few managers
know how to use it™, Comment.

Define departmentation. What are the basic factors tv be considered while
creating departments?

Suggest a scheme of departmentation for a large business enterprise with a [ield
network of sales all over the country. Discuss its merits and demerits.

Rahul Stcel and General Industries Ltd has decided to diversify its activities and
undertake production of automobiles. The Chief Executive seeks your advice
on whether to group the activities by product or by [unction. What advice would
you tender and why?

“Projcct organization is not a panacea for overcoming all functional organization
weaknesses. But it can be a great asset to those companies which possess the
acumen to exploit its strengths™. Indicate the various strengths of a project
organization and suggest whether it should complement or supplement or replace
the functional organization.

Explain the concept of Matrix Organization. How does it differ from Project
Organization?
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6.1 Authority Relationships: Line, Staff and Functional

Within the framework of the format organization, there are three basic organizational
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 discretion to make decisions to issue instructions to the
subordinates and to use organizational resources. Responsibility means to task or
duties assigned to an individual in the organization. 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 relationships are designated as formal because
they are predetermined by the management as a way of relating and combining the
diverse functions of the enterprise. This chapter aims at providing an insight into
these relationships.

Authority

Authority is the right to order or command and is delegated from the superior to the
subordinate to discharge his responsibilities. Right to procure or use raw materials,
to spend money or ask for the allotment of money. to hire or fire people, etc.. has to
be delegated to the individuals 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 gooxls 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 his duty.

Louis A. Allen defined authority as the sum of the powers and rights entrusted to
make possible the performiance of the work assigned. Authoity is basis to the job of
managing. A manager must have adequate authority 1 get things done through the
subordinates. The features of managerial authority are a8 under:

(i)  Authority is the right or power to command and control the subordinates.

(ii) [uis granted 1o a position {or manager) for the achievement of organizational
ubjectives.

(111) The authority may be exercised through persuasion or sanctions. If the
subordinate does nut obey, the superior has a right o take disciplinary action.
Responsibility

The term ‘responsibility” means the work or duties assigned W a person by virtue of
his position in the organization. The person carrying the responsibility for the



performance of a given tusk has also the authority to perform 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 functional departments for the completion of the project.
Responsibility should be distinguished from accountablity which is the obligation
of an individual to render an account of the fulfillment of his responsibility to the
superior to whom he reports.

Accountability

Just as responsibility is a derivative of work to be performed and authority is derived
from responsibility, saccountability, in turn, 1s a logical derivative of authority. When
a subordinate is given an assignment and is granted the necessary authority to complete
it, the final phase in basic organization relationship is holding the subordinate
responsible for results. In other words, the subordinate undertakes an obligation to
complete the assignment by the fair use of authority and account for the discharge of
responsibility assigned.

Accountability 1s 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 responsibility delegated. A person cannot be held answerable for the
acts not assigned to him by his superior. Creation of accountability leads to justifying
delegation authority 1o a subordinate.

Kinds of Authority

Louis A. Allen has classified authority into three categorics namely, (i) Authority of
knowledge, (ii) Authority of position, and (iii) Legal authority. According to him
authority of knowledge is possessed generally by the stafl specialists appointed by
the company. They more often influence 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 which 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.

BOX 1

Authority vs Respansibiliny

Authuority Responsibility

Responsibility denotes the dutres or lasks
assigned 1o s subordinate by his boss,

[. Authority is the right of 8 manager to [.
command his subardinales and use
organizalional resmirces.

Respansibility arises from a supenor-
subordinate relationship, The subordinate
is accountable since he owes an
explanation 1o his superior for the
performance of duties assigned.

2. Authority arises because of a formal 25
pasition in the rgnnization, Whosoever
ovcupies a pusition, has
the right to command the subordinates

Responsitiihity Le., obligation 1o dceount
(uc resulty, can't be delegated.

3. Authority con be delegated 10 the 3
subordinates,

Accountability alwaysy moves in the
npwird divection as the subordinate is
responsihie 1o his superior,

3. Authority slwiays flows downwird from 4.
4 superior (0 his subordinale.
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Sources of Authority

Management scholars are divided on whether authority originates at the top and flows
down in traditional fushion 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 competence
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 the process of delegation. The ultimate authority in a company
lies with the shareholders who are its owners. The shareholders entrust the
management of the company to the Boards of Directors and delegate to it most
of their authority. The Board of Directors delegates authority to the Chief
Executive and the Chief Executive in turn to the departmental heads and so on.
Every manager in the organization has some authority because of his
organizational position. That is why, the authority 1s known as formal authority.
Subordinates accept the authonty 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 1 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. in a
society, where private property does not exisi as in the case of socialist
economies, the ongin 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 10 business manager is the central theme of the formal 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 turn modify the public norms and

attitudes.
Public Social Institutions —
(Norms and Political Parties, National —————* Public Polices
Attitude) Parliament and State

Assembiles, Educational
1 Institutions. etc.

Which in twrn InMuenced by changes Business
modifies = in the country’s ™ and its

environment Management

Figure 1: 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. “An
individual will accept an exercise of authority if the advantages accruing to him
from accepting plus the disadvantages accruing to him from not accepting exceed




the advantages accruing to him from not accepting plus the disadvantages accruing
to him from accepting; and conversely, he will not accept an exercise of authority
if the latter faciors 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 believes it is consistent with the organizational objectives
and compatible with his own interest.

Zone of Indifference: In addition to the above conditions. acceptance of authority
1s fostered by what Barnard called, the zone of indifference and Simon referred
to as the area of sceeptance. The ‘zone of indifference’ indicates the specific
limits that are set by individuals 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 cffect which
trying to carry oul 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 eamn the acceptance of the employees,

The acceptance (heory of authority has certain limitations. According to it, a
manager has authority if he gets obedience from the subordinates. But a manager
15 not able to know whether his order will be obeyed by his subordinates unless
the order is carried out or disobeyed hy them. Further. the theory emphasizes
rewards and punishments a superior can use, but 1t overlooks the influence of
social institutions like trade unions.

The Competence Theory: According to this theory, an individual derives
authority because of his personal competence. Urwick identified formal authority
as being conferred by organization, technical authority as heing simplicity in a
special knowledge or skill, personal authority as being conferred by seniority
or popularity. Thus, a person may get his order or advice accepted not because
he is having any tormal authority, but because of his personal qualities. These
qualities may be technical competence and social prestige in the organization.
For example, 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 he concluded that acceptance
and competence theories suggest how and why an individual obeys the order of
another. But the importance of formal authority cannot be undermined. The
formal 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)

(i1}

Physical Limitations: Physical laws, climate, geographical factors, etc., restrict
managerial authority to a great extent. Thus, an order to make sitver from
aluminium would be meaningless.

Economic Constrainss: The authority of an executive is restricted by economic
constraints. A chief executive would not like to ask his sales personnel to sell
products at & high price in a highly competitive market or to ask the purchase
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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 10 many
social limitations. Thus, the task assigned to employees must conform to the
group’s fundamenial social beliefs, values, customs and ethics.

(iv) Legal Constraints: Various acts of the 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 form 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, 4 manager cannot task a
subordinate to climb the side wall of a building.

{vi} Internal Constraints: A manager’s authority is limited by the objectives and
policies laid down by the lop management of the organization. He can’t go
against the internal policies and rules of the organization.

Power

The term *power’ may be defined as the capacity to exert iniluence over others. If a
person has power, it means 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 manager wishes him to do. A manager's power may be measured in
terms of the ability to (1) give rewards, (2) promise rewards, {3) threaten to withdraw
current rewards, (4) withdraw current rewards, (5) threaten punishment and (6)
punish”,

The term ‘authority’ on the other hand, denotes the night of i 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 this nght. Thus, whether a manager
can enforce his rights is a question of power. Similarly, there may be a situation
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 roughly equated, we have a condition we may call legitimate
power”,

Student Activity 1
1.  Recall some occasions in which you have exercised the different forms of |
power: legitimale, coercive, reward, expert, referent. and information. |
a. Which forms of power do you use most frequently?
b. What proinpts vou to use those forms of power?

c. Which forns of power do you rarely or never use’

d. What keeps vou 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:



)

(i1)

(1ii)

{(1v)

(v)

Reward Power: It is based on the influencer having the ability to reward the
influence for carrving out orders. The extent of reward power depends upon the
extent to which ene has control over rewards that are valued by another.

Coercive Power: 1t is based on the formal rights one receives as a result of
holding a position in an organization. It may also be called *positional power’
because of authonty 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 influence has an obligation to accept this power.

Legitimate Power: It is based on the formal 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 has an obligation to accept this power.

Expert Power: 1t is based on the perception or belief that the influencer has
some relevant expertise or special knowledge that others do not have. For
example, a doctor has expen. power on his patients. It is a type of personal
power.

Referent Power: 1t is based on the influencee's desire to identity with or imifate
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 emulate 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. normally, 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:

L.

L.

There is no evidence of power unless it is exercised, The purpose of power is
influence over others for getting certain things done.

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.

The effect of power is reduced when it is exercised outside its perceived limits.

The stronger the power base, the greater is the power. The strongest power base
is legitimacy (ot formal authority) and the weakest is coercion.

A person difficult 1o 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.

6.1.2 Distinction between Authority and Power

The terms ‘authority' and ‘power” are generally used interchangeably, but there is a
clear-cut 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
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exercised by the person. Authority includes the right to command which has
been institutionalized. Thus, authority is always positional and legitimale 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.

(1) Association with Structure; Authority of a person 1s associated with the position
in the formal organization. It increases as vne 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 Lhe organization,
Thus, one cannot get any idea of power centres in an organization by merely
looking al its organization chart.

(iii) Relationship: The structure of an organization merely shows its authority
relationships. In practice, these relationships are maodified by power politics in
the organization. Some individuals may have more power and less authority or
more authority and less power. It 1s 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 goa down the hierarchy, the lesser is the authority. Bul it is not so
in case of power which has been defined as the ability or capacity to influence
the behaviour ol others. If a worker succeeds 1o influence the behaviour of a
deparimental manager, it is implied thal the worker has exercised power aver
the deparimental manager.

(v) Pervasiveness: Authority rests with important positions in the organization
whereas power is all-pervasive. For instance, an intormal leader may be more
powerful than even a departmental head.

(vi) Responsibility: The extent of authority is limited to the amount of responsihilily.
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/Informal: Authority is inherent in official positions in the organization
and so it is always formal. But power can be both formal and informal.
Sometimes, intormal power of a person exercises greater influence in the
organization than is formal authority which is also called legitimate power.

Types of Authority Relationships

Modern organizations make consideruble use of line, staff, functional and committee
authority and various combinations thereof. All the four types can be found in almost
every big organization. The organization patterns 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 t those positions and elements of the urganization which have
responsibility and authority and are accountable for accomplishment of primary
objectives. “Line authority, the basic authority in an organization, is the ultimate
authorily to cornmand, 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 contorm to decisions, plans, policies, systems, procedures and goals.
Line authority is the heart of the relationship between superiors and subordinates”.

Line elements pravide 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 Figure 2. Euch 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 the limits of their delegated authority. They must apply
authority reasonably to the performance of tasks and the proper execution of
organizational policies. It should be remembered that the primary purpose of line
authority is to ensure effective functioning of the organization. It does so in the
following ways:

{i} Line authority acts as a chain of command from chief executive to lower level
workers. It also provides for the channel of communication.

(ii) It provides the basic decisions required for operating the enterprise.

(iii) It makes the leadership process effective by establishing authentic channels 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 managenal
actions.

A\

Line Line and Staff Functional

o
P

- =-a =

Figure 2: Types of authority relationships

Staff Authority

Staff refers to those elements which have responsibility and authority for providing
advice and seryices to line in attainment of objectives. Fayol described staff as an
adjunct reinforcement and a sort of extension of the manager’s personality. Line
managers make the salient decisions by exercising command authority, whereas staff
officials advise and counsel, 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 shown by broken lines in Figures 2 and 3.
The use of staff to assist line came about because of the need to provide special
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counsel and assistance to the line manager who is unable t carry out the demands of
his position. Line authonty alone becomes inadequate for large organizations whose
managers face an increasing number of problems that can better be handled by staff
specialists.

The basic criterion lor 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 linc 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 staft to primary objectives does
not necessarily mean any lack of importance.

Pure staff authority hus 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 concemed directly with the primary
objectives of the enlerpnise. Staff men relieve the line men of the burden of details,
often technical, which would otherwise be handled less ably. Staff managers possess
specialized knowledge and skills. They can provide better solutions to organizational
problems in their areas,

In practice. the distinction 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 when 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 basic criticism of the line and stafl concepts is that the distinction between
them is based on the assumption that organizational activities can be segregated on
the basis of their contribution in achieving the organizational goals. But all activities,
whatever name they may be given, collectively contribute to the achievement of
organizational goalx, The segregation of expent knowledge from actual performance
of the job is unwise and uncalled for in the present e of vast technological
developments.

Types of Staff
Staff may be divided into the following three categories:

{(a) Personal Staff: 11 refers to the positions created 1o help a manager in carrying
out those parts of his responsibilities which he cannot or does not want 1o delegate
1o others. Personal staff is required by top managers because their responsibilities
grow beyond their personal capacities. For inswnce, a general manager of a
company may have a personal secretary to help hium in carrying out his
responsibilities.

(b} Specialized Staff: 1t 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. Stalf specialists generally provide
both advice and service to the line departments of the organization.

{(c) General Staff: 1t consists of a group of experts in different areas who are attached
to the central vffice 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 authority. Itis
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
various functional areas (o maintain the quality and uniformity of the functions
throughout the enterprise. 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 Lo 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 hmited 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 always be undesirable. Whenever functional authority is
granted to sorne individual, it should be properly evaluated. whenever conflict arises.
The scope of functional authority is limited. Suppose, for example, that the production
control depariment found that supervisors were changing routing and scheduling of
materiuls at will. The production control manager could 1ssue final orders of routing
and scheduling. Thus, functional authonty assures that production pelicies would be
properly followed in each workshop.

Use of line, Staff and Functional Authority

An organization may follow a structure which makes use of hine. staff and functional
authority as shown in Figure 3. The Human Resources and Finance Managers act as
staff advisors to the Managing Director.

I Managing Director |

Humin Resonrce Finance

Manager Manager
Production Marketing
Manuger Manager i
3 o & & |
— Line Authority
= = = Suaff Authority

m— Functional Authonty

Figure 3: Line, Stafl and Functional relationships in orgunization 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 ne. Similarly, Production
and Marketing Managers have line authority over their respective subordinates.

Conflict Between Line And Staff

Line and staff concept i1s based on the assumption that they should support each other
and work unitedly for the achievement of enterprise objectives. But an unfortunate
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Box 2
Comparison of Line, Line & Staff and Functional Authority
| Basis Line Line & Staff Functional
1. Nature The line authority follows The staff have advisery | The funcuonal authonty is
the principle of scalar role. They don™t have resiricted to a function
cham. It flows from top authonly w get their only and it llows diagonally.
to hottom in advice accepled. The hine. functional
manager has authority
over hts function
wherever 11 15 performed
2. Specialisation | Line managers are Suaff otficials are Functional managers are
generalisty specialisis in their specialisis in their
rexpective areas respeclive areas,
3. Unity of There is unity of Unity of command is Linity of command s nat
Command comman!, Each observed Lo o preut {nllowed as each subordi-
subordinate receives extent. The statl nale gets Inslructions
orders from his boss only officials cannot give from his line boss and
orders |o the people in thie functional hosses
the chain of command.
4. Discipline There 1+ striet discipline, More or less, there 15 There 15 loose discipling
strict discipline, because of muluplicity of
command by various
functional experts,
5. Sunability It is suitable for small 1t 1s suitable for It is suttable for large
scale operations. medium-scale scalc operations. where
operalions cxpert knowledge in
s certain fields is essenlial.
| 6. Economy It is economica) because It is Tntie costlier 1t 1s very costly because
a few line executives are because of use of stulY of placement of funet-
required. specialist alongwith ional exper(s as heads
line executives. of various departments.

result of this concept is the creation of status problems in the organization. Line
members view themselves as imporiant and first ciass 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
advice and they often act according to their own thinking. Thus, line and staff
arrangement has failed to achieve 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 terms of behaviour of the other. The imporant causes of line
and staff conflict as reported by line and staff executives are discussed below.

Line’s Viewpoint

1.  Undermining of Line Authority: Staff officers encroach upon the line authonty.
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
wel] acquainted with operating problems of the company. They unnecessarily
create paper work for the line managers.

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 ~Authonly and Orgamsational Relationship
officials often given unsound advice.

4.  Limited Outlook of Staff: The staff often thinks in a vacuum and fails to see the
‘big picture’ of the organization. Line is loyal to the uverall objectives of the
organization; staft s loyal to a narrow area of speciality. That is why, staff fails
to relate its ideas lo the organizational objectives.

5. Mealing 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

1. Ignoring the Staff: Line managers generally do not make a proper use of the
services of the statf specialists. Their advice ts often ignored. Sometimes, staff
advice is sought only as a last resort as line executive teels that asking for the
advice is admitting defeat.

e

Resistance to New Ideas: Line managers generally resist new ideas as they
consider staff as a (hreat to their status and authority. They sabotage ideas and
programmes of staff. Line managers do not ‘look beynnd their nose’. They are
short-sighted and follow a *wait and see’ policy.

3. Lack of Enough Authority: A general complaint from the staft side is the lack
of proper authority. Staff specialists feel that if they have arrived at the best
solution to » problem, they should be able to put into action. But due to lack of
authority, they are unable to do so.

6.1.4 Suggestions for Improving Line-Staff Relationships

The conflict between line and staff is not in the interest of the organization and
therefore, efforts should be made to resolve it. The following steps may be suggested
1o resolve conflict between line and staff:

Box 3

Line and Staff Conflict

Ling Manugers Staff Specialists

L. Are generalists having wide kmnwledge and 1. Are specialists 19 purticulur areas and fack rhe

experience of different arcay of business.

Are ulumately responsible for decisions.

. Have short and long-range oticniations,
. Want simple, easy 10 use solulions.

. Are action-oriented, they wunl [o solve

the problem now.

. Like to solve problems on the basts of

experience, intuition and ~pu feeling”.

. Consider staff as theoreticiuns wiw! tmesponsible,

experience of different ureas of business.

. Lack authoniy to implement decisions.
. Have long-range grientation.
. Provide Scientific solutiong

- Are thought-urieated; they want to

examine the problem in depth and solve
il Jater,

. Like to solve problem using the luiest and

most sopbisticiizd techniques,

. Consider line &s over<confident and shon-sighted
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1. The line of demarcation between line and staf{ authority 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.

2. 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 specialized
skills of experts

4. Line managers must give due consideration and senous thought on the advice
of experts before taking the final decision. In cuse they do not accept the staff
advice, sufficient reasons should be given for dotng so.

5. Line and statf people should operate in terms of puolicies and objectives of the
whole organization, They should try to understand as o 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 issuc if some of their suggestions are
not implemented. They should understand that the ultimate accountability is
that of the line managers.

Is Line and Staff an Obsolete Concept

The division of organizational relationships on the basis of line and staff produces
more conflicts than cooperation as it is very difficult, in practice, to demarcate the
limits of their authority. Some writers, particularly GG Fixch 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 that 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
depantments of a business enterprise are either line or stafY is now so firmly entrenched
in management theory that any attempt to dislodge it may well 'seem doomed to
failure. Yet it is certainly pertinent to ask, how applicable 1o 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 Yunctions become more
and more complex, the demarcation between line and staff functions becomes
progressively fuzzier until, in large organizations, it is no longer possible to state
unequivocally just who is directly engaged in furthering its objectives 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 the basis of their contribution to
the achievement of organizational goals. In the traditional way of classifying 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 ubjectives. The segregation
of expert knowledge from the actual performance of the job is unwise.



[t appears that line and staff distinction is based on the assumption that those who are
good at 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 categories of
persons. One person may be granted all the three types of authorities simultaneously.
In order to avoid line 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.

Keywords

Authority: Authority is the right to order or command and is delegated from the
supervisor to the subordinate to discharge his responsibilities.

Responsibility: Means the work or duties assigned to a person by virtue of his position
in the organization.

Accountability: 1t is the obligation to carry out responsibility and exercise authority in
terms of performance standards.

Review Questions
1. (a) Define and distinguish between line, staff and functional relationships.
(b) Write an explanatory note on line and staff conflict.

2. “Staff is supposed to be subsidiary to line, but in reality staff is more influential
and powerful than line”. Do you agree? Give reasons in support of your answer.

3. “The line manager’s orientations differ considerably from those of expert staff
advisers”. Why? Suggest measures to resolve the conflicts between line and staff.

4.  The chief executive of a large manufacturing enterprise is upset over frequent
clashes and continuing conflicts between the production department and the
personnel department. The enterprise is organised on line and staff pattern.
What can be the possible causes of this conflict and what steps can be taken to
reduce and overcome it?
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