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- MANAGEMENT

Learning Objectives

After reading this chapter, you will be able to answer

the following questions:

» What is management?

= What are the functions of a manager?

= What are the various hierarchies of management?

« What kind of knowledge and skills are required by
managers at different levels of management?

= How did management evolve as a discipline over
the period of time?

Indra Krishnamurthy Nooyi, Chairman and CEO, PepsiCo,
has made all the Indians proud by ranking 3rd on the
Forbes list of 100 most powerful women in the world in
" 2008.

m = INTRODUCTION

The term management has enjoyed great prominence during the t“{entiet-h
century and continues its dominance in the twex}ty-ﬁrst century. During this
time, various corporations were created \Tro.rld'mde and managed successful{ly
by professionally trained managers. The dlsc_lplme of_ management was thoug t
to be primarily propounded anfi de.veloped in America, unt.xl it saw innovative
rinciples emanating in Japan during this period. Many Japanese

management p i : :
management concepts remained an enigma for American companies during the

1980s when the Japanese companies challenged the might of their American
counterparts in their home turf. It took quite sometime for the American re-
o
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4 I Management and Entrepreneurship . {
over the mysteries of Japaneg,
quality management (TQM),

searchers and practitioners of management to ”“C[
management concepts like just-in-time (JIT), tota
kaizen, quality circles, etc. demic discipline in the Usp

Management was formally introduced as an acace! 1908. Harvard Busines
with the establishment of Harvard Business School 11 me;lt For example its
School has many firsts to its credit in the field of manage thé e fundam;n
made a new departure in business education by cmph.asl'.lzmgnization . market.
tal functions of industrial management and commercid Orgaalso famous for ; )
ing, with chief emphasis upon the latter (Gay, 1944). It 15 s
“case study” method of teaching.

In India, the advent of 111;111§gcmcm education can be traced b::cll:“tsc;1 1d9(l,32,
when the Indian Institute of Management (ITM) at Calcutta was ET af M -
the Government of India in collaboration with the Sloan School of Manage.
ment, Massachusetts Institute of Technology (MIT). Later in th; HELRG sty : he
Indian Institute of Management at Ahmedabad was established in association
with the Harvard Business School. _ ) b ;

Arguably, the discipline of management existed in Ir_ldla during the ancient
times, when Lord Krishna gave sermons to Arjuna during t}}e war against the
Kauravas. These sermons, vividly captured in the Bhagwat Gita, can be success-

fully applied to the current managerial scenarios.

B Meaning of Management
“Management cannot be defined or understood—let alone practiced—except in
terms of its performance dimensions and of the demands of performance on
1t” (Drucker, 1973). These words of Peter Drucker place high importance on
achievement of results by managers. The results of a manager’s actions should be
enjoyed by the customer or the client as the ultimate beneficiary. The customers
may be external or internal to the organization, i.e. at times, the results of man-
ager’s actions may impact the internal customers like the employees of another
department of the organization. The internal customers for a manager may also
be the shareholders of the company and the Board of Directors.

Mary Parker Follett (1868-1933) defined management as “the art of getting
things done through people.” Peter Drucker, who is hailed as the father of mod-
ern management theory, discovered Follett’s work in the 1950s and is said to have
referred to Follett as his “guru” (Mary Parker Follett Foundation, 2008). This
simple yet compelling definition captures the essence of management, though it
can be argued that management is an art as well as a science. Therefore, it would
be worthwhile to truncate the definition of management to “getting things done
through people.” Interestingly, in this definition, the manager is not expected
to do things on his own, but to take work out of other people. These people
may be subordinates, superiors, vendors, contractors, shareholders, and other

stakeholders.
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Points to Ponder

M;n.lgvmvm was formally recognized as
a formal academic discipline in the USA

with the establishment of Harvard Busi-
ness School in 1908, |

In India, the advent of management educa-
tion can be traced back 10 1962, when the

Indian Institute of Management (IIM) at
Calcutta was established.

Peter Drucker places high importance on
achievement of results by managers.

= Mary Parker Follett defined management
as “the art of getting things done throu
people.” .

« By merging the ideas of Follett and
Drucker, the definition can be worked out

getting things done

as: “management is
he benefit of the cus-

through people for t
tomer or the client.”

INDRA NOOYI—TRANSFORMING PEPSICo

Indra Krishnamurthy Nooyi ranks 3rd on the
Forbes list of 100 most powerful women in
the world in 2008. As the Chairman and CEO
of PepsiCo, Nooyi’s slogan is “performance
for purpose.” She has been instrumental in
transforming PepsiCo into a company which
has explicit focus on selling healthy food. As
a business management professional, Nooyi
is famous for her uncanny business acumen
with a sense of heart and fun.

Nooyi has indeed made people realize that
in today’s international business scenario,
an Indian lady can rise to the highest ranks.
Hailing from Chennai, she is a product of
the Indian Institute of Management, Calcutta
(1976 batch). Her professors at IIM Calcutta
remember her as a mediocre student, who
has surpassed everybody’s expectations by

assuming such a prestigious position at one of

the world’s largest corporations. After com-

pleting her course at IM-C, she worked in
Mumbai for Johnson & Johnson and is said
to be closely associated with the launch of
“Stayfree” brand of sanitary napkins. She is
also a Master in Public and Private Manage-
ment from the Yale School of Management,
from where she graduated in 1980.

Having held the positions of Corporate
Strategist at Motorola and ABB earlier, she
joined PepsiCo in 1994 as its Chief Strategist.
She is said to be the real force in influencing
the then CEO to spin off Pizza Hut and KFC
as she did not find these food chain fitting
the Pepsi portfolio. Similarly, she supported
the spin off of Pepsi’s bottling business and
acquisition of Tropicana. Since 2000, when she
became chief financial officer, the company’s
annual revenues have risen 72%, while net
profit more than doubled, to $5.6 billion in
2006. Amusingly, Nooyi has been found casu-
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6 |

ally strolling in the office barefoot and at times,
even sings in the halls (Business Week, 2007).
Her father seems to have influenced her a
lot and she confesses to have learned from him
the benefits' of “positive intent.” According
to her, in business meetings, at times, people
say something at the spur of the moment,
which may upset you immensely. In place
of assuming a negative intent, which results
in screaming while seething with anger,
one should assume positive intent and try to
ratonally find out why the other person is
reacting in that manner. In her own words,
you can either misconstrue what they are
saying and assume they are trying to put you
down, or you can say, “Wait a minute. Let
me really get behind what they are saying
to understand whether they are reacting
because they are hur, upset, confused, or
they don’t understand what it 1s I've asked
them to do.” If you react from 2 negative
perspective—because you did not like the
way they reacted—then it Just becomes two
negatives fighting each other, But when you
assume positive intent, I think often what
happens is the other person says, “Hey, wait
a minute, maybe I am wrong in reacting the

Management and Entrepreneurship

Discussion questions

1. Discuss the pros and cons of “be yourself”
approach followed by Nooyi.

2. Do you agree with the power of “positive
intent”? Critically discuss how you would

1 is reall :

wav [ do because this person y makin,
X . 1, 2008).
an effort” (Nooy1, ) ) .
ing to Nooy1, an 1mportant agyy;_
oo 1 If.” In il

bute of success is to be yourselt.” In 1 ustrat.

- humourously recounted
ing the rule, she hum a
learning experience when she was a graduage
student at Yale University, seeking her firg,

i "

summer job, because she had “no money tq
live on.” She purchased a $50 business sy,
from the local budget store and attended a jo},

interview looking like “the ultimate couny
bumpkin” in her ill-fitting clothes and shog
in garish orange snow boots, that her appeay.
anceelicited “a collective gasp (of horror) from
people there.” When she tearfully consulted
her career development cour}selor about her
sartorial snafu, the latter advised her to wegy
a sari for her next interview, assuring Nooyj
that, “if they cannot accept you in a sari, j¢’
their loss, not yours.” She recalled that she
not only wore a sari for her next interview
with Boston Consulting Group and clinched
the job, but continued to wear them to work
all summer and “did just fine.” She Insists,

“Never hide what makes you” (Dandapani,
2005).

react in situations when your colleagues
make comments which annoy you.
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Figure 1.1 Nature and Characteristics of Management

B Management as a Science, Art, or Profession

Management is perhaps the only subject in academics which enjoys the distinc-
tion of being a science as well as an art and a profession. This is so because the
contributions in the evolution of this subject have come from all the directions—
artists, social scientists, economists, engineers, administrators, and practicing
managers.

Management is an art because it requires the creativity and subjective skills of
a manager like the communication skills, negotiation skills, motivational skills,
etc. Every individual manager has his own personal traits—attitude, ethics,
values and style, which constitute an art form.

Management is also 2 science as it requires a systematic study based upon
scientific methods to analyse business problems and to find optimal solutions.
Later in this chapter, while covering the development of management thought,
we would come across the contributions of various scientists, engineers, and
mathematicians who used scientific tools and techniques in laying the founda-

tions of management as a discipline.
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Management is undoubtedly one of the most sought after professions, whick,

4 . : ; ana i .

is evident from the immense achievements of succeisfull m " BErS 1N creqyjp
; ; iy : » lucrative

new enterprises, growing existing enterprises, and the luc Py Packageg

offered by organizations worldwide to its managers.

B Managerial Knowledge and Skills |
Katz (1955) proposed three areas of managerial knowledge and skills requireg
by managers, namely technical, human, and conceptual. I.*Iowevcr, later, Shenhg,
(1990) further expanded the areas into four, viz. technical, human, operationg
and strategic. Knowledge symbolizes the “science” part of manageTen”t‘ i.€. Whey
the managers are supposed to “know”, while skills represent the “art” form, "
how the managers should “do” or “apply the knowledge.”

Technical knowledge is constituted by the scientific methods, tools, techniques,
and concepts that managers should know for taking informed decisions in
various situations. Technical skills are required to apply the know-how to solve
technical problems and are necessary to evaluate the work done by others.

Human knowledge comprises of human and behavioural theories developed
by social scientists who propounded various models on leadership, motivation,
negotiation, communication, etc. Human skills are needed to practically get the
work done through people, i.e. to lead them, to motivate them, to communicate
with them, and to negotiate with them in such a manner that they contribute 1o
work with their heart and soul.

Operational knowledge relates to the day-to-day running of an enterprise. This
involves designing, implementing, and maintaining a transformation process
which converts various inputs into output of desired products and services. The
inputs can be capital, buildings, equipment, workers, etc. Operational skills
involve proper resources allocation to various activities in the transformation
process, sequencing of activities according to precedence requirements, routing
the material into factory premises, preparing production plans, etc. In service
setups, this skill requires, for example, preparing service blueprints to clearly
depict and demarcate the customer-facing parts of the service process vis-i-vis
the backend operations (through a line of visibility) to identify the service fail
ure points and ways to minimize the failures,

Strategic knowledge deals with long-term planning for the organization as a
whole. This involves scanning the environment for threats and opportunities
while analysing the strengths and weaknesses of the organization. It provides an
overall direction to the whole of the organization keeping in view the industry
dynamics in which the organization operates and the market forces like the
competitors. Strategic skills are required in the implementation of the strategic
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plans, e.g. communicating the plans to all concerned, allocating
human resources, keeping a track on the progress of implementat

etc.

H Levels of Management

Figure 1.2 shows an indicative organization structure to demarcate the vari
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levels of management in an organization. The organization structure may vary
from organization to organization according to the nature of the industry an

areas of activity of the organization.

Chairman
and the
Board of
Directors

President
and CEQO

d J I J

VP (Human
Resources)

VP VP VP
(Operations) (Marketing) (Finance)

_______ I | B SR
i 1

GM GM
(Sales) (Branding)

] I
ou as

—

Manag) @"39” Manager

mnager
(Andhra

Tamil
(Kamalak/a) (

\ Nadu)

Qerala)

\ Pradest) /

VP = Vice president
GM = General manager

RM = Regional manager

O — Top management
D — Middle management
D — Lower management

Figure 1.2
Indicative Organization
Structure
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10 I Management and Entrepreneurship

Top management

Top management of the organization is constituted by the Chairman, and the
Board of Directors, the President, and the Chief Executive Officer (CEO).
The strategic knowledge and skills are most useful for this level of managers,
whose primary role is to set the vision, mission, and long-term direction of the
organization, They also create the strategic objectives for the ﬁrm..For exam[?lt‘,
a strategic objective for a firm may be to double the sales revenue in the coming
five years,

Middle management

According to Drucker (1954, p. 126), the operating (middle) management tends
to sec things “functionally.” Thus, the middle management consists of managers
taking care of the functional areas like operations, finance, marketing and
human resources, strategy and management information systems. The functional
areas may further be segregated into specialized sub-functions. For f':xample,
marketing department may be divided into sales and branding sections. As
shown in Figure 1.2, the General Manager (Sales) would report to the Vice-
President (Marketing).

The middle managers need the operating knowledge and skills to convert the
strategic plans set by the top management into operating (annual) policies and
targets. They later use control mechanisms to gauge up to what extent the lower
management is successful in implementing these policies and in achieving the
targets. For example, the strategic objective of doubling the sales revenue in the
next five years may be converted by the middle management into operating annual
objective of 20% growth in sales revenue every year for the coming five years.

Lower management

Lower management level is formed by the managers who are entrusted with
the job of implementing the operating policies and targets given by the middle
management. As shown in Figure 1.2, the regional managers are responsible
achieving the sales targets for their respective regions like North, South, East,
and West.

The Regional Manager (South), say, has a team of managers operating under
him for the states of Karnataka, Tamil Nadu, Kerala, and Andhra Pradesh.
Depending upon the sales growth prospects in the four states, the Regional
Manager (South) may charge the Manager (Karnataka) to achieve a sales growth
rate of 30%, while instructing the Manager (Kerala) to achieve a sales growth
rate of 15% and so on such that the overall growth for all the four states in South
aggregates to 20% (the operating target set by the middle management).

The technical knowledge and skills come most handy for the lower
management. For example, Manager (Karnataka) must know the concepts of
customer relationship management (CRM) to retain her existing customer base,
while using the selling skills to rope in new customers,

—irttps:ifhemanthrajhemu.github.io
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B Management and Administration

The terms management and adminicrrar:

common parlance. Extensiv /ministration are often used interchangeably in
subtle difference between the Ecseaveh ig .the literature reveals that there is 2
have a divergent view as to ;_ two, Al'.ﬂcrlc::in and European scholars seem 10
Schulze (1919) is of the vi: lcll: FEETLES a'SUbset of the other. American scholar
which encompasses mana ew thak f‘df:flll_llstration is 2 much broader concept,
Sheldon (1930) and Frencgh mchnt within itself. On the contrary, British scholar
Brolider msiitapil 3 013_1‘ Fa}'ol (1916) opine that management has a

ecras T lﬂg than administration in a general sense.
= S rst look at the definitions of the terms administration, organization,
gement as given by Schulze (1919).

Administration i - .
et tion is the force which lays down the object for which an organiza-

its management are to strive and the broad policies under which they
are to operate.

An l;)rgam:zatzon is the combination of the necessary human beings, materials,
tools, equipment, W.orkmg space, and appurtenances (accessories) brought
together in systematic and effective correlation, to accomplish some desired

object.

Management is the force which leads, guides and directs an organization in the
accomplishment of the predetermined object.

While defining these terms, Schulze himself contends, “the words management
and administration are so frequently used synonymously that one rather
hesitates to draw a distinction between them, for, after all, usage gives a word its
meaning.” He justifies his explicit distinction between the two terms by pointing
towards the American model of the government, whereby the President typifies
the administrative force, while the various governmental heads of departments

typify the management force.
If we draw a parallel between 2 business enterprise and the American

government, the Board of Directors of the enterprise may be taken as the
Chief Executive Office (CEO) along with his

administrative force, while the . .
subordinates would form the management force. Figure 1.3 shows the difference

berween management and administration.
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Figure 1.3 Difference between Management and Administration

B Decision and Execution

This
Decision-making isan attribute which i of paramount importance fora manager.

A manager has to take decisions all the time, some of which have short-term
tmpact, while others have long-term impact.

or gut-feel.
As achievement of results js necessa
the decisions as well, A well-thought o
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unless it i i : ‘
lik e;s “d's, meticulously implemented. Hence, decision and execution should go
ike hand in glove on part of a manager

B Managing People, Technology, and Finance

The key ingredients that decide the sustainability of an organization are Its
competent workforce, sound technology, and prudent financial judgements.

Mmaglng‘ these resources (people, technology, and finance) is vital for any
organization.

Managing the people

Managing the people is undoubtedly the most important and challenging task
for managers, as human beings may be compared to the most complex of
machines—they have feelings, emotions, and sentiments. Getting things done
thr.ough people may not always be a cakewalk. People need to be motivated,
trained, and directed to make them do the work wholeheartedly.

When we talk about people, these may not only be the subordinates or
superiors within the organization, but also vendors, customers, stakeholders,
and shareholders. It is important to understand the subtle difference between the
terms stakeholders and sharebolders. Shareholders are the people or organizations
holding an equity stake in the enterprise. They share the profit and bear the
losses depending upon the performance of the enterprise. Stakeholders may be
anybody affected by the operations of the enterprise—employees, shareholders,
government, suppliers, customers, or local people getting affected (e.g. local
people getting displaced due to a factory being set-up on a land where they
currently live). It is thus important for a manager to develop the art and skills of
dealing with such a vast variety of people.

Managing the technology

Technology is increasingly becoming crucial for the success of an enterprise
irrespective of industry. The kind of transformation organizations have
witnessed due to rapid advancements in technology over the past few years is
dramatic. For example, in the banking industry, Internet banking has become
more of a norm than exception within a short time span of past few years. Thus,

it is imperative that recent advances in technology are monitored and deployed
by managers in order to keep their organizations competitive.

Another example from the textile machinery—our local Indian machines
(manufactured in places like Coimbatore) are finding it difficult to compete
against the more sophisticated German machines in the Indian market. Under
pressure from the Chinese competition, the Indian textile manufactures prefer
German machines to increase their production capacities. This goes on to
demonstrate how important it is for our local textile machinery manufacturers
to improve their research and development capabilities.
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14 I Management and Entrepreneurship |
an integral part of a manager's
resources into

the technology

Management of technology is therefore W S
responsibilities. The processes used in transforming the inpu

output of desired goods and services are also dependent upon
used, thus adding to its importance.

Managing the finances o

Needless to say, managing the monetary part of an enterprise 15 necessary foxf'
a manager. It starts with the preparation of budgets for various activities o

the organization, keeping a track of the money invested, ensuring a return on
investment (revenue generation-the top line) and finally, the profits (or losses)
made (the bottom line). .

In addition, the manager has to pay attention to the market_prfce of th.e
equity shares of the company, as the primary objective of an enterprise is to maxi-
mize the wealth of the shareholders. The Ambanis of Reliance are famous for
protecting the interest of their shareholders under the worst of circumstances.

Managing money is important in non-profit organizations as well, as the
focus there is to minimize the cost of operations while fulfilling the strategic
organizational objectives.

B Managing the System

The systems approach to management envisages that a manager should be adept
in managing the complex system comprising of resources, processes, situations,
and relations.

Resources

Resources are the men, machines, materials, tools, equipment, capital, buildings,
facilities, etc. Resources are not unlimited for an organization which makes it all
the more important for a manager to deploy and use a judicious mix of various
resources in achieving the end objective of favourable results.

There may be close interrelationships between some of these resources, which
need to be understood by the manager. For example, if the manager decides to
install highly automated machines in the plant, it may lessen the number of
workers required in the factory. Similarly, if a bank increases the number of
ATM machines in a city, it would require lesser number of teller counters and
personnel manning them in its branches.

Processes

Processes are the predetermined steps followed by an organization to convert
various resources (inputs) into desired output of products and services. Ill-
conceived processes may result in wastage of resources, effort and worst of all—
low quality products and services. A manager has to, thus, carefully design and

deploy suitable processes, which eliminate the wastes and optimally utilize the
resources for best results.
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fe“: years back by a reraj] I} umnus of IIM Lucknow) who was shot dead a
actions to stop adulterati: . ?t owner in Lakhimpur Khiri (U.P.) for his honest
Another equally a a]l'n o _Petrleeum products at the outlet.
of Graziano, an Jt ahlzg Img situation was faced by L.K. Chowdhury, the CEO
on 22 September 3 electronics MNC with office in Greater Noida, when
2 mber 2008, the workers dismi . _
Such situations are vl rs dismissed by him had beaten him to death.
about Sid A 1 not limited to the Indian context as the third instance is
garwal, the CEO of SiPort in California, wh hot dead b
sacked emplo : _ ornia, who was shot dead by a
Thipsa 3 .jfee, Jing HU:} Wu in November 2008.
ey incidents have raised several questions and debates in business schools
1l € appr oach managers should adopt to avoid such gory incidents. How-
ever, all situations faced by managers may not be this extreme. For example, a
manager may have to handle a crisis due to delay in delivery of raw material

from a supplier, resulting in halting of production in the factory.

Relations

Relations developed by a manager with customers, subordinates, superiors,
suppliers, government officials, media, etc. play a major rolein growth/survival of
an organization. It requires a conscious effort on part of a manager to continually
communicate with people, exchange views with them or to send them greetings/
gifts on festivities, etc. . .
Ambanis of Reliance are often accused of maintaining close relations with
government officials and political parties to swing some government policies
in their favour. However, this approach is neither new nor illegitimate in the
present business context, as long as ethical and legal limits are not broached.

agement Functions |
el re often confused with two related concepts—function-

scope of management. Let us discuss each of
difference between them.

Management functions a h
4l areas of management and the
derstand the

these concepts to unl
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Management functions

As shown in Figure 1.4, the c:.m.' 0!' "‘
management functions initially |!.|cntlﬁt
activities in which managers are involvet

at shows the modified form of
c -

[(1916). Thesearethef Unction,)
|, Fayol’s original management function

o ntrol. Howey
Anation .md co i . er
were planning, organizing, Cf’”"”‘”"” .mm(h;-){;; fr(;lll Fa)’(}l with the lﬂitid;
Gulick (l‘)}?)l.uhptcd the acronym PO!’D{C_:'OH,’, coordination, reporting anq
representing planning, organizing, staffing, directing
budgeting (Wren, 2003, p. 100). llow the acronym POSDC and have confined
S payen oty Dot ms S S ‘o:g‘mizing. staffing, directing, and

the management functions to planning, onvention as shown in Figure 1 4

controlling. This book also follows the same ¢ cared the SEREAES Bhoggh i
Shenhar and Renier (1996) have very succinctly cap

these management functions as under: ki g
Planning Selecting objectives and the means for accomplishing thosge
objectives.

Organizing Designing a structure of roles for people to.ﬁll. |
Staffing  Selecting and developing people to fill organizational roles effec-tlvely,
Directing Takingactionsto motivate people and help them see that contributing
to group objectives is in their own interest.

Controlling Measuring and correcting activities of people to ensure that plans
are being realized.

We shall be discussing in detail each of the above managerial functions in the
next few chapters.

janagem
dby Fayo

Functional areas of management

As shown in Figure 1.4, the management functions are applicable equally well
to the organization functions or organizational areas (at times referred to as the
functional “areas” of management). The organizational functions are operations,
marketing, finance, strategy, human resources, and management information
systems (MIS) (Bhat and Kumar, 2008).

Operations are constituted by the transformation process which coverts
various types of inputs into desired products and services. Marketing is a set of
processes for creating, communicating and delivering value to customers and for
managing customer relationships in ways that benefit the organization and its
stalfeholc.lers.. In Practice, marketing includes activitjes like advertising, branding,
selling, distribution, etc.

The organization function of finance is about time

; T » money, risk, and the
interrelationships thereof, In layman’s terms, e

strategy is all about long-term
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Scope of management

The outermost peri in Fi i

is trulv vast Ipcnpher) in Figure 1.4 depicts the scope of management W'thh
ovem}r’n st. It encompasses for-profit as well as mm.proﬁt organizations,

g ent as well as non-governmental organizations, and service s well as

manufacturing organizations. It is in fact difficult to find an area of activity

where management is not applicable.

Scope of Management

For-profit
Organizations

Service
Organizations

Functional Areas of Management
(Organizational Functions)

Operations

Management
Functions

Human
Resources

Planning Controlling

e

Manufacturing
Organizations

Non-profit
Organizations

Marketing Management

Organizing Directing

Strategy

Staffing

Management
Information
Systems (MIS)

Government Non-GovemrnentaI
Organizations Organizations

Figure 1.4 Scope, Functional areas of Management, and Management Functions

For-profit organizations like business enterprises need management for wealth
maximization of their chareholders. Non-profit organizations like educational
institutions, healthcare organizations, etc. value management for keeping their

cost of operations at optimal levels.
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Gover “me_“} Organizations like municipal corporations, water supply deP;n‘
ments, e.lecmcrty boards ey, use management to effectively use the taXpayep,
money in Providing beg, possible services to the public. Non-governmental
Orgamizations ike environmenta| agencies, etc. benefit from managemep, in
achieving theijr societal objectives in a cost-ejffcctive manner.

‘ Manufacturing Organizations extensively use management to increase pr oduyc.
uvity, to enhance quality of the products manufactured and in innovating new

Products, Similarly, Service organizations benefit from management in proy;y
11§ an exemplary seryice experience to the customers.

B Roles of Management
Managers perform amy
classified managerial ro]
mation roles, decision

riad of roles in discharging their duties. Mintzberg (1973)
es into three broad categories (Figure 1.1), namely infy,.
“making roles, and interpersonal roles.

Informatian role

Ir1 the information role, managers are expected to use state-of-the-art communijc,.
tion channels to extract the latest information and use it for the advantage of the
organization, For example, it is necessary to keep a track about what the competj.
tor’s latest moves are. A manager, thus, must use formal and informal channels of
communication to know about the competitor’s actions and accordingly, prepare
plans to offset their moves in order to retain and grow the market share.

In this role, Managers need to monitor the latest happenings in and outside
the organization, have to disseminate relevant information to the subordinates

and at times, need to act as spokespersons of the organization to interact with the
media and people at large,

Decision-making role

In their decision-making role, managers have to take four kinds of decisions
according to Mintzberg (1973). The first and foremost is to act as an entrepreneur
within the organization and try to set new goals and objectives for it. In manage-
ment jargon, they need to be the intrapreneurs to identify new opportunities of
growth and make the organization exploit such opportunities,

The next role is that of a disturbance-handler—a manager should take appro-
priate decisions in crisis situations like strikes, lock-outs, etc. to resolve conflicts

between two or more people and to take care of any unforeseen circumstances
requiring urgent attention and action.

Managers have to also act as resource allocators.
organization and optimal utilization of resources
and in increasing the competitiveness of the firm in the market. There may be
instances whereby there may be several competing options for resource all_oca-
tion and managers have to choose the ones which would result in the best yields
and outcomes. For example, a manager may have to choose between spending

Resources are limited for any
helps in minimizing the costs
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n et . _
research and develo m:l‘lcrfbrnmuulng the existing portfolio of products or 1n
Another impory 1Im L;ll LOrcreating new innovatjve products,
negotiator, NL‘ROli;tin ,L ccision-making role for manager is to act as a fierce
prices of products \\'il]:‘-ll'mccs of supplies with vendors, negotiating selling
compensation stry ‘t, 1L, negotiating with trade unions for arriving at fair
ctures for workers, are a few examples here

Interpersonal role

The interpers

sonal role - _ _
they have to act as 4 [ :P“;S d{L l}hznds on managers in three respects. Firstly,

« .l [t o - . : 5 5
presenting the pro §Hreiead, 1.e. 1o perform ceremonial and social duties like
preside over 1 p gress report before the Board of Directors in board meetings, to
e 1jorevents, e.g. launch of a new product, etc. Secondly, managers
Ave 1o act as leaders in directing and motivat; I
perform the role of act: B and motivating people. At last, they have to
outside thei rofe ol acting as a liaison or an interface with other departments
¢ their purview to achieve coordination and to create synergy.

B Managerial Phases

Leavitt (1986) proposed three phases of management, namely path-finding, prob-
/em-_so/vmg. ‘.m.d implementing (Figure 1.1). According to him, all three phases
are important in the “management mix” and should be balanced by a manager
to achieve success.

Path-finding phase

In the path-finding phase, a manager should think as an entrepreneur and a
strategist in setting the mission, vision, and direction for the organization. In
this phase, a manager should use all the creativity in coming up with new ideas,
innovations, and radical transformations for the organization. S/he needs to
establish an ethos for the organization and create a culture such that the
environment all across the organization is conducive for creativity. Therefore,
in this phase, the manager need not necessarily be focusing upon meticulous
planning, but on enthusing the whole organization with fresh thinking and

ideas for the betterment of the organization.

Problem-solving phase

In the subsequent phase of problem-solving, a manager is expected to use rationale
and critical thinking to analyze the various aspects of the ideas originated during
the path-finding phase. This requires allocating resources, setting priorities, and
ensuring that there are no roadblocks to be encountered later. Here there is scope
for intuitive judgements based upon past experience in addition to informed

planning and organizing.

Implementation phase
The third phase of implementation through people is equally important. It is
indeed an art to motivate, persuade, cajole, coerce, or intimidate people to get
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the work done during this phase. It is always c:lsit':r if 'thc pe(')ple char’[.',e((i1 w:thl
the responsibility of implementation are doing it with their heart a;"sou
rather than just to fulfill orders from the manager. Hence, the people skills are
of paramount importance in this managerial phase.

m Responsibilities of a Manager

Shenhar and Renier (1996) present four responsibilities of a manager based
upon the goals to be achieved by him/her. These are: responsibility for rf:sgl.ts,
responsibility to people, responsibility to the organization, and responsibility

towards self (Figure 1.1).

Responsibility for results

Responsibility for results is of course the most pressing demand on the manager.
The manager has to demonstrate achievement of results for the department s/
he is in charge of. For example, a sales manager’s performance is gauged on the
basis of sales targets achieved in a quarter.

Respaonsibility to the people

A manager has responsibility to the people who work under him. They look up
to him for motivation, rewards, incentives, promotions, bonus, and recognition
for the hard work put in by them. The manager has to take care of their growth
and development in the organization and has to, at times, become a mentor to
some of them in distress.

Raspunsihilitf to the organization

Responsibility to the organization for its well being and for projecting its posi-
tive image to the outside world is expected out of a manager. It requires a sense
of belongingness, empathy, and camaraderie. It is the responsibility of a manager
to safeguard his organization from any risks of bankruptcy under the circum-
stances of an acute downturn. Of course, it is a mutually shared responsibility
with other manager colleagues in the organization to protect its interests.

Responsibility towards self

A manager also has a responsibility towards self in the sense that he should take
care of his own career development rather than depending upon the organization
to do so (though many organizations do take care of this aspect). It is their own
responsibility to find time for proper relaxation at regular intervals for giving
a sustainable performance day-after-day rather than wearing themselves down
with managerial burden and blaming the superiors for the same. It would require
efficient time management on their part to discharge regular duties while finding
suitable amount of time for rest, relaxation, and rejuvenation.
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" » Al .
Management s an art beey
the creatuvity and ive
manager like t}e

o It requires
subjective skills of

s, e C(m.mmnic.nion skills,
SRS, motivationy] skills, etc
o (] .

Every indivi
) vidual manae ;
sonal trajts— mil::(‘;""i,Cr I.m his own per-
S—4 e, o
gtule. whid ide, ethics, values, and
4 , consttute an art form
| 1 .
] Ianageme{lt 15 also a science as it requires
a sy
metyl:;e;lmauc study based upon scientific
- S 10 analyse business problems and
to find optimal solutjops,
* Hu i
.]fnan knowledge and skills are of great
utihty at all levels of management
?1fferet;ce between the terms administra-
ton and management can be understood

by drawing an analogy with the American
model of the government, whc.reby the
President typifies the administrative force,
while the various governmental heads of
departments typify the management force.
* The management functions (POSD!C) are
applicable equally well to the organization
functions or organizational areas (at tumes
referred to as the functional areas of man-
agement), namely operations, marketing,
finance, strategy, human resources, and
management information systems (MIS).

* The scope of management is truly vast as it

is difficult to find an area of activity where
management is not applicable.

ANAND MAHINDRA'S TWO CENTS WORTH TO INDIAN IT INDUSTRY

Mahindra & Mahindra has broken the
unspoken rule that says automakers must
design, engineer, and test their own vehicles
while spending hundreds of millions of
dollars in the process. Along the way, they
can divvy up contracts to suppliers who will
build the components for them. Mahindra,
instead, tried something suppliers had been
suggesting for years. The company built a
brand-new vehicle with virtually 100 percent
supplier involvement from concept to reality
for $120 million, including improvements
to the plant. The Mahindra Scorpio SUV
had all of its major systems designed directly
by suppliers with the only input from
Mahindra being performance specifications
and program cost. Design and engineering of
systems was done by suppliers, as was testing,
validation, and materials selection. Sourcing
and engineering locations were also chosen

by suppliers. The rest is history—Scorpio has
been immensely successful in the country.

Anand Mahindra, vice chairman and
managing director of Mahindra & Mahindra,
was invited at the 2008 Nasscom Leadership
Summit to share his thoughts about the
Indian IT industry. In his discourse, Mahindra
compared the evolution of the Indian IT
industry with the Trimurti—the trinity in
Indian mythology of Brahma the creator,
Vishnu the sustainer, and Shiva the destroyer.
Whileaddressingthegatheringofdistinguished
IT professional at the Summit, this is what
Mahindra had to say:

You people have gone through a stage,
where like Brahma, you created something
out of nothing. You created a new and global
industry. You created a service sector that is
today, a major pillar of our GDP. But most
importantly, you created a perception of a
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new India, both in the world and in Indian
hearts and minds, Brahma created a physical
landscape; you sowed the seeds of a new
mental and psychological Tandscape, In that
sense, you are truly the Brahmas of the age of
liberalization,

But creation is only the first phase. You
then have to move on to the next phase of
sustaining, that creation=to the realm of
Vishnu the preserver, Creation is a one-time
affair. Sustaining that creation is obviously
a longer haul, subject to many attacks and
crises, Perhaps that is why Vishnu comes not
in one, but in ten incarnations, Every time
there is a new danger, he changes his avatar
to a form best suited to meet that danger.
At various times, he has come as a fish, as a
tortoise, as a dwarf. But his most interesting
avatar came when he had to fight the demon
Hiranyakashyap. Hiranyakashyap was a bad
guy, who had obtained an amazing boon
from the gods. Neither man nor beast could
kill him; he could not be killed by daylight
or at nighttime, within his home or outside
it, on the ground or in the sky. All this made
him pretty invincible—he went on a rampage,
and only Vishnu could tackle him.

The IT industry today faces challenges
every bit as complex as those Hiranyakashyap
posed for Vishnu. It is hit by a macroeconomic
tsunami  of adverse currency changes,
rapidly escalating costs in both salaries and
infrastructure, and inadequate talent pools
below the tier 1 and 2 institutions. At the
company level, firms are beginning to feel the
penalties of poor differentiation and lack of
focus (trying to be all things to all people); and
an over-emphasis on high volumes and price
competition. Suddenly, the industry seems to
have fallen off its pedestal. You are facing your
very own Hiranyakashyap. It is interesting to
see how Vishnu dealt with him.

How do you destroy someone who cannot
be killed by man or beast, inside or outside,

by day or night, ete.? The demon pretty
uch had all bases covered. So Vishnu took
on the Narasimha avatar to bypass the boon.
Narasimha was a hybrid creature; half-man
halllion, and therefore neither man_nor
beast, He killed Hiranyakashyap at twnh.ght,
which is neither day nor night. He 'lnl‘lcd
him in the courtyard, which is neither inside
2 house nor outside it. And he killed the
demon by placing him across his knee and
tearing him apart, thus circumventing the
terms of the boon that he could not be killed
cither on the ground or in the sky.

Now that is what I call an innovative
algorithm! So what are the lessons for the
IT industry in this story? Well, the first
thing Vishnu did was to reinvent himself.
It was not the gentle and contemplative
Vishnu who fought Hiranyakashyap—it
was the fearsome Narasimha avatar. Vishnu
reinvented himself to suit the circumstances.
The circumstances have changed drastically.
Reinvent yourselves.

Do I have all the answers on the modes of
reinvention? No, obviously not, otherwise
I'd be out there filing patents, although I can
suggest two broad approaches.

First, why don’t we design business models
that challenge traditional industry approaches
and then transform our organizations, people
and processes to execute. If we simply keep
knocking on the doors of clients with our
traditional offshoring options, we’ll meet
the fate of hearing aid salespersons: our best
customers won't hear the doorbell!

For example, software-on-demand and
open source models changed the rules of the
software game, Can we not try to change
the rules of the game this time around?
Why didn’t we invent Zoom technology
or Virtualization? Thus far, India’s brand
of innovation has been identified with the
IT industr}', but is it truly innovative? Is it
really game-changing? Ironically, you can

he¢eps:/hemanthrajhemu.github.io

i E i W e |




now 1091{ to the old smokestack industries
for inspiration,
Nano will ultim-ltcl% B mave Mayhe e
ately not retail for a hundred
thous‘:md rupees. Maybe it won't have great
mArgins, or replace as many motorcycles as
it would like to, but it was a game-changing
move; it fired a shot that was heard around
the world. Can the IT world make any such
claim?

There was an old saying, apparently
adopted by the IT industry, that the secret
of success 1s to jump every time opportunity
knocks. And how do you know when
opportunity knocks? You don't, you just
keep ]ur.npmg! So when are we going to stop
simply jumping every time a client seems to
sneeze, and actually create products and IP
that become their own opportunities?

Why aren’t IT companies using the massive
potential of India’s soft power, the film and
TV business to exploit technological domi-
nance of what Tata Motors calls the last mile
but is actually the first mile in the brave new
interactive world?

Secondly, why don’t we try to focus on a
vertical industry (e.g., telecom) or horizon-
tal domain (e.g., supply chain management)
selecting the key dimensions of competitive
differentiation—product vs. service, breadth
vs. depth, speed of delivery, customer service
responsiveness, fixed or outcome-based pric-
ing, proprietary technology or intellectual
property, and so on.

And let us be prepared to make hard deci-
sionsalong the way—change people whodon’t
fit, walk away from businesses that doesn't
fit. Tt is essential, while attempting this, how-
ever, to recognize that focus, differentiation,
and brand building require time and invest-
ment. Selling value or doing business differ-
ently than the norm tends to elongate sales
cycles, which tends to put pressure on cash
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what you don’t have, so that you canreg
your structure to meet the challenge. )

To me, the fact that our cgrrency. 1s
more valuable and our price earnings ratios
are still higher than average, means that we
can acquire the front-ends and the large IT
businesses that we never thought we could
before. And the bigger the better. If people
are egging us on to leapfrog, then they should
also cheer as you bid for companies that seem
bigger fish than you. It is happening all the
time today in the manufacturing sector—Tata
Corus being the stellar example—and we at
Mahindra, while starting from scratch, have
inorganically compiled together a portfolio
of acquisitions that make us the fourth largest
steel forging company in the world today.

This is not without historical precedent.
If you look at Japan and South Korea, both
of them went through a phase of enduring
the world’s skepticism, then painstakingly
building strong and competent domestic
I?US{HC_?SSES, and then on the back of global
liquidity support and strong price earnings
ratios, compressing time by acquiring global
firms and their customer credibility.

In effect, by acquiring the strengths and
skill sets you need, you will regroup your

[¢1an3§l‘3r‘mnt
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profile and create a new entity, which can
vanquish your challenges as effectively as
Vishnu vanquished Hiranyakashyap.

And finally, while reinventing yourselves,
you will have to bring in some of the aspects
of the third element of the Trimurti—that of
Shiva the destroyer. Destroy, for example,
the premise that cost arbitrage is the way to
go. Recognize that the low cost, high volume
offshore outsourcing battle has already been
fought and won. Often, when strategic frames
grow rigid, companies, like countries, tend
to keep fighting the LAST war. If you are
not already on the winners list, you need to
think of other ways to compete on value and
differentiation, rather than price and scale.
Destroy the premise that success comes only
from size, and desist from comparisons with
other Indian companies. There are still many
IT companies in India who define success as
“We want to be one of the top ten Indian
IT companies.” Why not, for example, “We

Discussion questions
1. Up to what extent do you agree with
Anand Mahindra’s view that the Indian IT

industry needs to reinvent itself?

want to be the world’s #1 banking back office
solutions provider?”

And lastly, perhaps the time has come
to destroy the notion that the world may
be your oyster but India is not. There is a
huge domestic market in middle class and
corporate India that has not been plumbed.
Even selling to the bottom of the pyramid
is profitable today. But it needs a creative
destruction of the current mindset and a re-
think on many of the assumptions we hold
dear. So, in conclusion, perhaps there really
isn’t that much distance between avatars in
the mythological sense and avatars in the
technology sense. Perhaps they are both
symbolic expressions of the same reality. In
their different ways, they both underline
the same message—that it is necessary in any
situation to reinvent, regroup and re-think
our way out of whatever challenges confront

us (Mahindra, 2008).

2. Is India’s IT industry truly innovative?
Justify with suitable rationale.

mm DEVELOPMENT OF MANAGEMENT THOUGHT

Management thought seems to have its roots grounded in ancient and medi-
eval times, when scholars, priests, kings, and courtesans were trying to develop
their administrative skills (Figure 1.5). Management started developing into its
full-fledged form during the industrial revolution in Europe when the classical
management movement started gaining its pace. The time frame usually assigned
to this movement is 1885 to 1940, though initial references to its evolution can
be traced back to 1796.

The next stage of the development of management thought is popularly
known as the behavioural management movement with its starting time some-
where around 1930. This movement continues to traverse through the current
times. However, due to its inception in the early part of the twentieth century,
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< Modern Management
ovement (1955 onwards)
* The Quantitative Approach
~ Peter F, Drucker
* The Process Approach
- H. Koontz
* The Systems Approach
=L Von Bertalanffy
* The Contingency Approach
~ Fred Fiedler
* The Japanese-style Management
Approach
—W. Edwards Deming

Classical Management

Movement (1885-1 940)
* Scientific Mana

T gement

17968 - Soho Foundry Works

- Charles Babbage Behavioural Management

— Robert Owen Movement (1930 onwards)

— Frederick W. Taylor = Human Relations (1930-1950)
—Henry L. Gantt - Hugo Minsterberg

. Frank & Lillian Gilbreth — Mary Parker Follett
(;Zr:;ral it _;Egg]h;ﬁyﬁaslow
eme =
= Hgnri F:;ol = Organizational Behaviour
— Max Weber (1950 onvnfards]
b e e
— Luther Gulick _ Douglas McGregor

— David McClelland

Ancient and Medieval Roots of
Management Thought
AD 1100 — Ghazaei
AD 200 - Alfarabi
AD 433 — Attila the Hun
AD 284 — Diocletian, the Roman Emperor
336-323 BC - Alexander the Great
350 BC -Plato
400 BC - Socrates
400 BC - Xencphon
2000 BC - Egyptian staff advice
4000 BC - Egyptian Papyri
5000 BC - Sumernian Priests

Figure 1.5 Development of Management Thought
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we shall discuss it under the carly management approaches along with ancient
and medieval roots and classical management movement.

The modern management movement was arguably heralded by Peter Drucker
with his seminal work—7he Practice of Management (1954), in which he explained
the various lacunae in the American management systems .by giving various
pragmatic examples, case studies and proposing solutions thereof, Perhaps, this
book by Drucker served as a harbinger to the end of American dominance in
management thought and the imminent rise of Japan. We shall assign to it the
period from 1955 to the present times. This is the most fascinating period in the
history of management, particularly because of the forays of Japanese-style of

management in the mainstream management thought.

B Early Management Approaches

The early management approaches include ancient and medieval roots of man-
agement thought, classical management movement, and behavioural manage-

ment movement.

Ancient and medieval roots of management thought

The oldest references to the roots of management
thought can be traced back to about 5000 BC. The
Sumerian priests were found to keeping written
records of business transactions in the city of Ur
(Irag). The transcriptions on the Egyptian papyri (a
natural form of paper used by the Egyptians) reveal
that the Egyptians were aware of the importance of
planning, organizing, and controlling. Also, there
are indications that staff advice existed in Egyptian
management by 2000 BC. Socrates, a classical
Grecek philosopher, is credited with first proposing,
the universality of management in 400 BC and in
the same year, another Greek scholar, Xenophon
(a contemporary and admirer of Socrates) is said
to have recognized management as a separate art
(Claude, 1968). Socrates is also credited with defining
management as a skill separate from technical

knowledge and experience (Higgins, 1991).

In 350 BC, Plato - another Greek philosopher and
a disciple of Socrates - described the principles of
specialization. In his work, 7he Repubic, Plato
explained the ways to groom carefully selected
persons into leaders by training them in specialized
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In AD 284, the R _
significance of delegatiznma? king, Diocletian seems to have understood the
organizational hierarch; Db auFll.of‘tY and chain of command, when he created
grouping them into 13e;' d dw'd“}g his empire into 101 provinces and further
Attila the Hun, the kip l?cc,;cs (dfﬁtricts) (Osigweh, 1985). The accounts of
of Eastern Europe, indi; an empire stretching from Germany to major part
Hunnish tribes of those ; te that he was instrumental in unifying the various |
be a privilege (Roberts lgg;s into a nation in AD 433 and believed leadership to
sidphillscaphersaf Pe;'sia) c)l In.AD 900, A.lfarabi (one of the greatest scientists
Ghazaei suggested the tra; identified the traits of a leader, while another scholar,
the traits of a manager in AD 1100 (Claude, 1968).

Classical management movement

The classical m
anagement movement has two thrust areas, scientific management

and general administrati i
g ministrative management. Let us discuss each one of these parts of
the movement separately.

Scientific management. Scientific management methods called for optimizing

the way that tasks were performed and simplifying the tasks enough so that

workers could be trained to perform their specialized sequence of motions in

the one “best” way. Scientific management started gaining momentum during

the evolution of the industrial activity in Europe during the late nineteenth

century. However, the concepts had started taking roots much earlier during {

the late eighteenth century. i
The fundamental objective of scientific management was to find better ways ?

of improving the productivity in the factories, as Europe transitioned from

small-scale handicraft industry to large-scale mass production activities. Thus,

scientific management can be deemed as the inception of operations manage-

ment stream of the management thought.

The successful creation of the steam engine by James
Watt (1736—1819), a Scottish inventor and mechanical
engineer, served as a harbinger of the industrial
revolution in Great Britain and rest of the world. Having !
obrained the patent for the steam engine, Watt created

2 steam engine manufacturing company in partnership

with Matthew Boulton in 1794, The company had a |
foundry called the Sobo Foundry Works, which both the |
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pariners decided 1o give under the joint control of their sons, James Watt Jr. and
Marthew Fobinten Bounlton in 1796, Wart [r. and Robinson deployed systematic
tec hiniieguies to) manage their foundry like demand forecasting, facility layout and
work flow, production planning, planned site selection, production standards
and standardization of product standards. They also created systems to determine
cemts and profits for each machine manufactured. They meticulously developed
training programmes for their employees, systems for compensation based upon
werk measurements and also, employee welfare programmes like sickness benefit
pregramme executed by a commitee of elected employees (Pollard, 1974).

Chartes Babhage

Pekart O uen

Charles Babbage(1772-1871), a British mathematician,
mechanical engineer and inventor, wasa firm believer
of the merits of division of labour. He promoted
the idea of profit-sharing with the workers based
upon their productivity and encouraged the use
of employee suggestion schemes. He proposed the
observational methods of studying manufacturing
processes, His seminal work published in 1832,
On the Economy of Machinery and Manufactures, is
regarded as an important masterpiece of scientific

management (Higgins, 1991).

Robert Owen (1771-1858), a British social reformer, is
remembered for his reforms regarding child labour in
factories, providing meals in the factory to the on-the-
job workers and creation of suitable housing facilities
for the workers. The origins of human resources
management can be traced back to these pioneering
efforts of Owen. He used visual displays like painted
signboards with four different colours attached to
machines signifying various levels of productivity
achieved by the individual workers working on these
machines. These signboards served as silent monitors
of worker productivity and everybody in the factory
could easily see the accomplishment of a worker by

viewing, the colour of the signboard attached to his machine (Wren, 1972).

Frederick Winslow Taylor (1856-1915), an American mechanical engineer, is
sgaly hailed as the father of scientific management. His book The Principles of
Sientific Management was published in 1911 and is regarded as a cornerstone of

he¢eps:/hemanthrajhemu.github.io



management thought. He is famous
tme studies, in which he measured t © He argue d
workers in performing various parts of a task.
that by such measurements, a standard time can bearr!
at, which can be used to create benchmarks fc?r others t0
follow. According to him, this careful scientific anal)‘rsm
?f a task helps in finding “one best way~ of performmg
it.
In one such interesting experiment, he developed the
' “Science of Shoveling.” He observed that the same type
Frederick Taylor  and size of shovel was used by workers to lift mater1al O
: different densities. He provided workers with custom-
1.zed shovels of shapes and sizes according to the densities of the material to be
lifted. The productivity increased three to four times due to this innovation.
Taylor believed that the primary interest of the workers and an or gg_nizatiop’s
management team was the same—the management team wants better productivity
fr.om the workers, while workers want higher wages. Workers can command
higher wages because their work is measurable. Once the workers understand
the benefits of scientific management, they would immediately develop a better
mental atFitude towards the management team, thus eliminating the need for
constructive criticism and complaints (Taylor, 1911).

HenryLaurence Gantt (1861-1919),an American mechanical
engineer, is famous for the Gantt charts invented by him
for use in project management. These charts served as
visual display to gauge the progress of various activities in a
project and are still used extensively in project management
and other applications. Gantt worked with Frederick W.
Taylor from 1887 to 1893 at Midvale Steel and Bethlehem
Steel. Earlier, Gantt was the roommate of Taylor at the
Henry Gantt Stevens Institute of Technology. Using his Gantt charts,
Gantt was able to devise an incentive system to reward the

workers who completed a task before the stipulated time. He also introduced
incentive schemes for the supervisors who were able to train their workers well

to enhance productivity.

Lillian Moller Gilbreth (1878-1972) and Frank Bunker Gilbreth (1868-1924), the
American couple, were the pioneers in the field of industrial engineering. Lillian
was a PhD in industrial psychology, while Frank had no formal education
beyond high school. However, Frank had rare management insights and rose
from being a bricklayer,toa building contractor, an inventor and eventually, to
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a management engineer/consultant along with
his wife Lillian. Lillian served as an advisor
to American Presidents—Hoover, Roosevelt,
Eisenhower, Kennedy, and Johnson—on
matters of civil defense, war production, and
rehabilitation of the physically handicapped.
The husband-wife duo is credited with the
evolution of time-motion studies, through
which they developed the Laws of Motion
Economy having 22 principles dealing with

hifn anc Bk Glbret the use of the human body, the workplace
arrangement, and tools and equipment design (Gilbreth & Gilbreth, 1917).

General administrative management. While scientific management had a micro
focus upon the workers, the tasks performed by them, and increasing worker
productivity; general administrative management had a macro focus upon the
organization as a whole. General administrative management is deemed as a

harbinger of the modern organizational theory.

1

Henri Fayol

Max Weber

Henri Fayol (1841-1915) was a French executive and mining
engineer. He is one of the most revered contributors of
general administrative management and is credited with
the creation of the systematic management theory. His
most popular concept is that of the basic functions of a
manager, namely planning, organizing, commanding,
coordinating, and controlling. He emphasized upon the
unity of command, i.e. there should be one supervisor for
each worker in an organization (Fayol, 1916).

Maximilian Carl Emil Weber (1864-1920), a German
political economist and sociologist, is known as the father
of bureaucratic management. He created organizational
hierarchies in which the lower level of the organization
was accountable to the next higher level. In his view,
qualification was the basis for recruiting an individual for a
position in the office. In this hierarchy, an individual was
given promotion on the basis of seniority or achievement

or both (Weber, 1947).

Chester Irving Barnard (1886-1961) was an American executive and a proponent
of early organizational theory. He proposed the acceptance theory of authority,
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superior’s orders and then decides whether to a'cci?kel

Ornot. According to this theory, the emp sk ﬁ
to accept the directives of his boss if he has understoo h
it, is able to follow it, and finds it in conformance .

the organizational goals. In relation to t.he exlstenc;
of Habaiial groups within an organization, Barnar

claimed that such groups occurred repeat(.edl.y Wlt.hoflt
any unified purpose (Barnard, 1938). This 1s quite 1
contrast to the modern management theory, 10 W:hmh
a major function of the informal organizational

groupings is to fulfill inter-group goals that are not met by formal organizations
(Pindur et al., 1995),

Chester Barnard

Luther Halsey Gulick 11 (1892-1993), an American
social scientist, is best known for the acronym
POSDCORB proposed by him. POSDCORB stallnds
for the seven activities of a manager, namely pla_nnfng,
organizing, staffing, directing, coordinating, reporting,
and budgeting, This is indeed an expansion of the
earlier work of Henri Fayol about the functions of
a manager. Gulick was instrumental in contributing
to the area of departmentalization of organizations,
whereby he emphasized upon the need to avoid

Luher Gulick grouping dissimilar activities under a single department
* (Gulick, 1937).

Behavioural management movement

During the 1930s, the detractors of scientific management started gaining
support with the rationale that achieving simple mechanical efficiency is not
just enough to achieve organizational success and there are many more things
needed to be done regarding the human aspects of the organization. Thus, the
behavioural management movement started gaining momentum with two thrust
areas: human relations and organizational bebaviour. The major contributions
of behavioural management are that it produces understanding concerning

motivation, group dynamics, leadership, and other interpersonal processes in
organizations (Ivancevich et al., 1994). :

Human relations (1930-1950). Human relations involve the understanding of

human needs, human behaviour, human conflicts, and informal human relation-
ships.
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psychologist and is considered as the father of industrial

or applied psychology. He believed that there is a strong

correlation between scientific management and industrial

( _ p.sycholn;.;y/hum-.m behaviour. He argued that both were

o Sy aimed at improving efficiency through work analysis in a
Hugo Munsterberg  scientific way (Ivancevich et al., 1994).

'_\' Hugo Miinsterberg (1863-1916) was a German-American
o)
r

Mary Parker Follett (1868-1933) was an American social
scientist, who laid the foundations of modern organiza-
tional development with seminal contributions in conflict
management, motivation, cooperation and authority (Fry,
1989). Prior to her work, people deemed conflicts in orga-
nizations in negative perspective only. She contended that
conflict is a process in which considerable differences of
opinion occur, but if the conflicts are resolved amicably,
they may contribute in a constructive way for the.attain-
Mary Follett ment of organizational goals (Follett, 1941).

Elton Mayo (1880-1949) was an Australian psychologist,
sociologist and organization theorist, who was initially a
faculty member at the University of Queensland (Australia),
but moved on to join University of Pennsylvania and later,
the Harvard Business School where he spent a major part
of his academic career as a professor of industrial research.
Mayo is hailed as the founder of the human relations
£ NS Sl movement and is famous for the Hawthorne experiments

Elton Mayo at a factory of General Electric which he conducted
along with his colleagues. The findings of this study revealed that changes in
the physical environment (like better lighting, temperature, etc.) and economic
benefits (like increase in wages) had little effect on productivity, but the informal
relationship between the supervisors, subordinates, and peers had a strong impact
on increasing the productivity. Mayo deduced that informal or unofficial groups
formed at work have a strong influence on the behaviour of those workers in 2
group and this human behaviour can be constructively utilized by managers to
achieve better productivity and a congenial work environment (Hellriegel and

Slocum, 1992).

.

Abrabam Maslow (1908-1970) was an American psychologist. He is noted for his
conceptualization of a five-tiered hierarchy of buman needs, and is considered the
father of humanistic psychology. Needs were defined as internal states which
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‘ ‘on (Maslow, 1943).

- < Frederick {-Ierzberg (1923-2000) was a noted American
- . Psychologist, who proposed the Two-Factor Theory (also

kﬂf)Wn as Moriwrion-Hygiene Theory). He found that job
satisfaction and job dissatisfaction acted independently of
each otl.ler. Two-Factor Theory states that there are certain
- factorsin the workplace that cause job satisfaction, while a
‘7,[1 - Separate set of factors cause dissatisfaction. It distinguishes

between: motivators (e-g. challenging work, recognition,
responsibility) which give positive satisfaction, arising from
intrinsic conditions of the job itself, such as recognition,
achievement, or personal growth, and hygiene factors (e.g. status, job security,
salary, and fringe benefits) which do not give positive sarisfaction, although
dissatisfaction results from their absence. Essentially, hygiene factors are needed
to ensure an employee is not dissatisfied and motivation factors are needed in
order to motivate an employee for higher performance (Herzberg, 1966).

?rederick

Herbert Alexander Simon (1916-2001) was an American
social scientist and a professor at Carnegie Mellon
University. He contended that indiyiduals .b'ehaving
rationally do not try to arrive at an optimal decxswq, but
a decision which is good enough to allow them to.achieve a
goal under the circumstances put forth by the environment

(Simon, 1976).

Herbe‘Simon
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Douglas McGregor (1906-1964) was a professor at the MIT
Sloan School of Management, who believed that manag-
ers use either of the two theories, namely Theory X and
Theory Y, to motivate their employees. Theory X has
a negative connotation in the sense that it is based upon
the traditional approach of direction and control, where-
by managers place orders on their subordinates and place
control mechanisms to keep an eye on the progress made
by them. Thus, according to this theory, employees get
motivated to work due to coercion, fear factor and force. On the contrary, The-
ory Y is based upon the modern behavioural approach which treats employees
as capable, responsible, and mature.

McGregor argued that most organizations at that time were fulfilling the
basic needs of employees and therefore, the workplace needs to be reorganized
in order to provide an environment for achieving higher-level social, esteem,
and self actualization needs. This way, the work would be more enjoyable
for the employees who would willingly commit themselves to sharing more
responsibility for the achievement of organizational goals (McGregor, 1960).

David McClelland (1917-1998) was an American
psychological theorist, who argued that all types of
needs may not be uniformly applicable to all individuals
(as suggested by Maslow), as some needs are acquired
through interaction with the environment, i.e. are learned
or socially acquired. These are the need for achievement,
need for power, and need for affiliation (McClelland,
David McClelland 1961).

B Modern Management Approaches

The modern management movement builds upon the classical and behavioural
movements by integrating the fundamental theories of management with con-
temporary approaches like quantitative, process, systems, contingency, and
Japanese-style.

Peter Ferdinand Drucker (1909-2005), an Austrian-American scholar, is widely
considered as the father of modern management. His landmark work The Practice
of Management (1954) is deemed as the harbinger of the modern management
movement. In his proposed model called Management by Objectives (MBO), he
emphasized the need for setting clearly spelled-out objectives for every manager
at all levels of the hierarchy in an organization. These objectives should be in
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Eni‘glitvl;:hcl overall RO?IS of the business enterprise. ThCSE
CXpected t SGOuld specify what performancc outputs :1-r‘1 :
unit howoh.c ganmcd by the manager’s own.mana;';cn:
achi‘ ; 'S umit may help other managerial units 10
| eving their objectives and last but not the Jeast, w!m
hiesp the manager can expect from other units in achieving
own objectives. In nutshell, the emphasis from the

; beginning should be on teamwork and team results
Peter Drucker (Drucker, 1954).

The quantitative approach

Sn‘;a;t;:?:tli‘;;manag.emmt has its roots in the development of mathematical
techniques to solve milita blems during the Second World
War (Ivancevich et al., 1994). Over th ry problems during . s-
el aen sl ,0 - Over the years, it evolved into three major areas:
» Operations management, and management information
systems. In management science, mathematical models are developed specifically
to aid in dec151on-making and problem solving. Operations management has
its focus on the application of management science to organizations. As the
name suggests, management information systems are communication systems
dcsgned to provide relevant information to the managers as and when they
require.
. Linear programming for optimal allocation of resources, simulation models,
inventory optimization models, scheduling theories, and game theory belong to
the quantitative approach to management. The roots of strategic management
can be traced back to game theory, in which various actions of competitor firms
and the payoffs related to different outcome combinations are analysed to find
the optimal strategy with highest expected payoff. -

The process approach

Koontz (1961) proposed that managing is a process and can best be dissected
intellectually by analysing the functions of the manager as outlined by Fayol
(1916). According to him, management is a universal process, regardless of the
type of enterprise, or the level in a given enterprise, although the environment
of management differs widely between enterprises and levels. Further, it is a
continuous process in the form of a circular loop (Figure 1.6) such that the last
function in the process, namely controlling leading back to the first function

planning (Robbins, 1991).

The systems approach

Von Bertalanffy (1972) describes a system as consisting of connected parts joined
to form :Wh‘gls; En which the coordinated and combined effect of the subsystems

: an .
creates synergy. There are two Types of systems: closed and open. Closed systems
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Planning Organizing
Controlling Staffing
Figure 1.6
Directing The Process Approach
to Management

do notinteract with the external environment, while open systems do so. Taylor’s
scientific management, Weber’s bureaucratic theory, and Gulick’s administrative
principles are considered as closed system models, while the human relations
and behavioural theories are deemed as an open system model.

Environment
Vendor Vendor
A B
[I Outputs >
Competitor Competitor
X Y

In the systems theory, an organization is one of the elements in the business
environment (along with its competitors, which are the other elements), which
takes inputs of various types of resources from the environment and after
processing them, it returns the output in the form of finished products and

services (Figure 1.7).

Organization

Figure 1.7
The Systems Approach
to Management

The contingency approach

The contingency approach (also known as situational management) suggests
that there are many situational factors which make a business problem different
from the other and hence, a unique approach to problem solving/decision-
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. mcﬂt,
elc.), Icclmolom-, organizari l“‘-’m (say competitors, vendors, ghovcr:mger
. - - d . . . . ’
characteristics of the gy, iPm chatacteristcs, characteristics of the 7
Fred Fiedler’ Ordinates, etc,
red Fiedlers model of con: ; ers to
dhsie laae Ontingency theory requires the leaders/manag
rate thewr least preferred cow : 8 (wit
eunfriendlv” oworker (LPC) on a bipolar scale of 1 t0
uniniendly” represented by 1 and “fp » A h h LPC
score suggests thar t} Bk frlendly reprcsemed by . ey il
low LPéb Co o e manager/leader has a human relations orientation, while a
ow score indicates a task orienrar;
I ———r A task orientation.
¢ Cs - b * :
oscequllri 1t everybody’s least preferred coworker in fact is on averagj
;0 descfib‘e X u.“}; easant. But people who are indeed relationship-motwated, ten
leasant and €1r least preferred coworkers in a more positive manner, e.g. more
P easak and more efﬁc:ent.Therefore,they receive higher LPC scores. People who
are tas -mom-;u‘ed, on the other hand, tend to rate their least preferre_d coworkers
In a moge riegative manner. Therefore, they receive lower LPC scores.
. .SO, the LPC scale is actually not about the least preferred worker at all, mste-ad,
It 15 abol}t‘lhe person who takes the test; it is about that person’s motivation
ype- This is so, because, individuals who rate their least preferred coworker ina
r Cla[f“'el}' .f'-lvourable light on these scales derive satisfaction out of interpersonal
relationship, and those who rate the coworker in a relatively unfavourable
light get satisfaction out of successful task performance. This method reveals an |
individual’s emotional reaction to people with whom he or she cannot work. ]
The contingency theory allows for predicting the characteristics of the
appropriate situations for effectiveness. Three situational components determine
the favourableness or situational control:

1. Leader-member relations, referring to the degree of mutual trust, respect
and confidence between the leader and the subordinates.

2. Task structure, referring to the extent to which group tasks are clear and
structured.

3. Leader position power, referring to the power inherent in the leader’s
position itself.

Task-oriented leadership Relationship-oriented Task-oriented leadership
style leadership style style

Degree of situational
Unfavourable favourableness

Favourable

Figure 1.8 Identification of Appropriate Leadership Style

As shown in Figure 1.8, when there is a good leader-miemb.er rglation, a highly
structured task, and high leader position power, the situation is considered a
favourable situation. Fiedler found that lgw-LPC leader§ are more effective in ;
extremely favourable or unfavourable situatl(')T.IS, wl-lereas high-LPC leaders perform
best in situations with intermediate favourability (Fiedler and Chemers, 1974). g
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For example, task-oriented leadership would be advisable in natural disaster,
like a flood or fire. In an uncertain situation, the lcndcr-mcm.ber relations are
usually poor, the task is unstructured, and the position power is weak. The one
who emerges as a leader to direct the group's activity usually does not know
any of his or her subordinates personally. The task-oriented lea_der who gets
things accomplished proves to be the most successful. If the Ieader‘ls considerate
(relationship-oriented), he or she may waste so much time in the disaster, which

may lead things to get out of control and lives might get lost.

The Japanese-style management approach

William Edrwards Deming (1900-1993) is the most influential quality management
gorn, not only for the Japanese, but also for the rest of the world. The only
difference is that the world came to know about Deming very late compared to
the Japanese, who listened to him carefully, when nobody else was listening and
implemented his concepts to become world leaders in quality.

After the World War II, the American companies were experiencing boom time
because of the large capacities of their plants now available, which were earlier
devoted to the war effort. The countries devastated in the war were willing to buy
anything no matter of what quality and the Americans were ready to supply. The
Americans were, thus, not bothered about quality at all at that time.

On the other hand, Japanese managers and engineers realized that they
required new techniques to build their devastated country and economy fast.
They invited Deming for his lectures on statistical quality control. In the early
1950, he lectured to engineers and senior managers throughout Japan, including
in his lectures principles now regarded as part of rotal quality management
(TQM) or company-wide quality (Deming, 1982). Only in the year 1970, did the
Americans recognized the efforts of Deming, but it was too late by then, as the
Japanese had made inroads into the world markets and Americans were facing a
tough competition from them.

The Japanese concepts of management like just-in-time (JIT), single-
sourcing, the Keiretsu system, kaizen, poka-yoke, hoshin kanri, quality circles, and
quality function deployment (QFD) provided a radically different approach to
management compared to the American theories.

Schonberger (1982) defined the JIT system as to “Produce and deliver finished
goods just-in-time to be sold, sub-assemblies just-in-time to be assembled into
finished goods, and purchased materials just-in-time to be transformed into
fabricated parts.”

Single-sourcing is a concept whereby the Japanese companies try to forge long-
term relationship with a single supplier, who is given the order for supplying a
component for all the volumes required.

Keiretsu are vertically integrated groups with a dominant manufacturing firm
and a network of major suppliers and subcontractors. There are six main groups
in Japan: Mitsui, Mitsubishi, Sumitomo, Fuyo, Sanwa, and Dai-Ichi Kangyo.
For example, Toyota, although a member of the Mitsui group, has developed
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simple and inexpensive devices
W 2ero defects are produced by the organization.

o Shingo (1986) propounded the concept i?f
OKe devices leading to “defects = zero.” This

error-proofing, and 700 ; th terms |ike fail-safing, fail-proofing, fool-proofing,

Apanese: ho-method; shin-shiny metal showing
ul Interpretation of the literal translation is that
Or setting strategic direction (Kondo, 1998).

* formed informal groups of workers with an
and propose solutions (Olberding, 1998). _
ity function deployment. This
g the products and services starting from the “voice of
loped by Akao (1972). The American Society for Quality
as a ‘tstructured method in which customer requirements
Appropriate technical requirements for each stage of product

on. The QFD process is often referred to as listening
er” (Bemowski, 1992).

Points to Ponder

* The oldest references to the roots of
management thought can be traced back to
about 5000 BC. The Sumerian priests were
found to keeping written records of business
transactions in the city of Ur (Iraq).

* The fundamental objective of scientific
management was to find better ways of
improving the productivity in the factories,
as Europe transitioned from small-scale
handicraft industry to large-scale mass
production activities.

* The major contributions of behavioural
management are that it produces under-
standing concerning motivation, group
dynamics, leadership, and other inter-
personal processes in organizations.

* In the systems theory, an organization

1s one of the elements in the business
environment (along with its competitors,
which are the other elements), which
takes inputs of various types of resources
from the environment and after processing
them, it returns the output in the form of
finished products and services.

The contingency approach (also known
as situational management) suggests that
there are many situational factors which
make a business problem different from
the other and hence, a unique approach
to problem  solving/decision-making by
managers is required rather than a generic
approach.
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HENRY FORD—AN ENTREPRENEUR'S RESISTANCE TO MANAGE
~ THROUGH MANAGERS

Henry Ford (1863-1947) was an American
engincer, an innovator, and founder of the Ford
Motor Company. e is known as the father of
the assembly line. The Model T produced by his
company was the first successful attempt to large-
scale manufacturing of affordable automobiles
in America. He is also known for his “wage
motive™ in which he more than doubled the
wages of deserving workers in his factory.
This move proved immensely profitable, as
not only it reversed the employee turnover,
but also auracted the best of skilled mechanics
to his factory from all over the region, thus
reducing training costs while increasing pro-
ductivity and improving quality manifold.

Drucker (1954) has vividly captured the
resistance of the legendry Henry Ford to employ
and groom managers to manage his company
and the ensuing near-collapse of his company
due 1o this approach. During the early 1920s,
Ford enjoyed dominance in the American
automobile market with about 75% of the
market share commanded by its cars. However,
by the time World War II started (late 1930s), its
market share had plummeted to about 20%.

Insiders of the company and people in the
automotive industry in general were waiting
for the old man to pass away so that his only
son Edsel Ford could take over and change
the company’s fortunes. Ironically, Edsel
suddenly died during World War II, thus add-
ing to the woes of the company.

The reason for an immensely successful com-
pany like Ford to land into such a dire situation

Discussion questions

1. Discuss more examples particularly in
the context of Indian industry whereby
entrepreneurs  have been reluctant to
delegate responsibilities to managers in
their organization.

was simple—Henry Ford's resistance to manage
his empire through professional managers. So
much so that he had deliberately and conscious-
ly created a secret policing system whereby
exceutives were spied on 10 find if they tried to
take any decision on their own without consult-
ing Ford. The rationale behind such a strange
behaviour on part of Henry Ford was the fear
of any conspiracy against him to dethrone him
from his enviable position of authority. There-
fore, he preferred to have executives who were
good enough only to execute what they were
told to do rather than manage on their own.
During the 20 years of his (mis)rule, most of the
good people had cither been fired or had joined
the rival General Motors after Ford’s unprofes-
sional attitude became unbearable for them.
The responsibility for a turnaround of
business fell in 1944 on the young shoulders of
Henry Ford I, the twenty-year-old grandson
of Henry Ford with his father already dead
and his grandfather rapidly failing, The
young man had little experience, but still he
understood the real reason for the problems of
his company. It was not an easy task for him
with his grandfather still alive and his police
still in action. However, in the due course,
he was able to rope in professional managers
for top positions in the company and created
a proper organization structure with full
authority to the managers and commensurate
responsibility. The rest is history as the
turnaround of Ford Motor became a legend

for American business.

2. Is the tendency of Henry Ford to exercise ex-
cessive control over its employees typical of
entrepreneurs? Can you cite some examples
in which professional top management of
some organization has demonstrated similar
controls?
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The scope of Management is truly vast, Iy

encompasses for-profit as well 45 non-profit
organizations, government ag well as non.-
governmental organizations
well as manufacturing organizations, It is in
fact difficult to find an arey of activity where
management is not applicable.

Management thought seems to have jts roots
grounded in ancient and medieval times,

, and service as

the object for which an organization and its
management are to strive and the broad poli-
cies under which they are to operate.

activities of people to ensure that plans are
being realized.

and help them see that contributing to group
objectives is in their own interest.

Finance is about time, money, risk, and the

interrelationships thereof.

when scholars, priests, kings, and courtesans
were trying to develop their administrative
skills. Management started developing into
its full-fledged form during the industrial
revolution in Europe when the classical
management movement started gaining its
pace. The next stage of the development of
management thought is popularly known
as the behavioural management movement
with its starting time somewhere around
1930. This movement continues to traverse
through the current times.

The modern management movement is
the most fascinating period in the history
of management, particularly because of the
forays of Japanese-style of management
in the mainstream management thought.
The Japanese concepts of management
like just-in-time (JIT), single-sourcing, the
keiretsu system, kaizen, poka-yoke, hoshin
kanri, quality circles and quality function
deployment provided a radically different
approach to management compared to the
American theories.

ho-method;  shin-shiny metal showing
direction; kanri-planning. Hoshin Kanri is a
methodology for setting strategic direction.

Controlling is measuring and correcting Human relations involves the understanding

of human needs, human behaviour, human
conflicts, and informal human relationships.

Directing is taking actions to motivate people Human resources is the organizational function

which deals with selection and recruitment
of employees, performance appraisal, com-
pensation, rewards, recognition, training and
development, etc.
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Just-in-time system is to: “Produce and deliver
finished goods just-in-time to be sold, sub-as-
semblies just-in-time to be assembled into fin-
ished goods, and purchased materials just in
time to be transformed into fabricated parts.”

Kaizen in Japanese means continuous improve-
ment in every sphere of activity.

Keiretsu are vertically integrated groups with a
dominant manufacturing firm and a network
of major suppliers and subcontractors.

Management by objectives means setting
clearly spelled-out objectives for every man-
ager at all levels of the hierarchy in an orga-
nization in line with the overall goals of the
business enterprise.

Management information system focuses on
providing needed information to the managers
in a useful format and at a proper time by using
contemporary information technologies.

Management is the process of getting things
done through people for the benefit of the

customer or the client.

Marketing is a set of processes for creating,
communicating, and delivering value to cus-
tomers and for managing customer relation-
ships in ways that benefit the organization
and its stakeholders.

Motivation is defined as the willingness to
exert high levels of effort to achieve certain
goals.

Needs are defined as internal states which
make certain outcomes appear attractive.

Operations are constituted by the transforma-
tion process which converts various types of
inputs into desired products and services.

Organization is the combination of the
necessary —manpower, materials, tools,
equipment,workingspace,andappurtenances
(accessories) brought together in systematic
and effective correlation, to accomplish
some desired object.

Organizational behaviour is the systematic
study and careful application of knowledge
about how people-as individuals and as

groups-act within an organization.

Organizing is designing a structure of roles
for people to fill.

Planning is selecting objectives and the means
for accomplishing those objectives.

Poka-Yoke has been derived from Yokeru (in
Japanese, to avoid) and Poka (inadvertent

errors). Poka-Yoke are simple and inexpen-
sive devices used in order to ensure that zero

defects are produced by the organization.

Quality circles are voluntarily formed informal
groups of workers with an objective to
problem-solve and propose solutions.

Quality function deployment is a structured
method in which customer requirements are
translated into appropriate technical require-
ments for each stage of product development
and production.

Scientific management methods are called
so for optimizing the way that tasks are per-
formed and simplifying the tasks enough so
that workers could be trained to perform
their specialized sequence of motions in one
best way.

Shareholders are the people/organizations
holding an equity stake in the enterprise.
They share the profit and bear the losses
depending upon the performance of the

enterprise.

Single-sourcing is a concept whereby the
Japanese companies try to forge long-term
relationship with a single supplier, who is
‘given the order for supplying a component
for all the volumes required.

Staffing is selecting and developing people to
fill organizational roles effectively.

Stakeholders may be anybody affected by the
operations of the enterprise—employees,
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e ' from
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aspects of differentiation between the two
terms.

It is argued that managers have two broad
activities—decision and execution. Would
you agree? Give reasons for your view-
point.

Explain how managing people, technol-
ogy, and finance are important aspects of
management,

. Explain the various facets of “managing

the system” approach to management.

What are the management functions?
How are these different from organiza-
tional functions or functional areas of

management?
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combined effect of the subsystems creates syn-
ergy. Closed systems do not interact with the
external environment, while open systems
do so.

Zero quality control means zero defects.
This concept is synonymous with terms like
fail-safing, fail-proofing, fool-proofing, error-
proofing and 100% inspection.

10. It is argued that management has universal
application and has unlimited scope.
Discuss.

11. Enumerate and explain the different roles
of a2 manager.

12. What are managerial phases? Are there
interrelationships between these phases?

13. Enumerate and explain the various respon-
sibilities of 2 manager.

14. Make a schematic diagram to outline the
development of management thought.

15. Elaborate on the ancient and medieval
roots of management thought.

16. Who were the contributors in the scien-
tific management stream of the classical
management movement? Briefly explain
their contributions.

17. Who were the contributors in the general-
administrative management stream of the
classical management movement? Briefly

explain their contributions.

18. Who were the contributors in the human
relations stream of the behavioural man-
agement movement? Briefly explain their
contributions.

19. Who were the contributors in the organi-
zational behaviour stream of the behav-
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iotral  management movement? Briefly
explain their contributions,

20, Pxplain the various facets of the quanti-
tative approach in modern management
theory,

21, How are the process and systems approach
to management different or similar in

modern management theory? Explain
with proper reasoning,
22. What s the contribution of Fred Fiedler in
the contingency approach to management?
23. Explain the various aspects of the Japa-
nese-style management approach in mod-
ern management theory.
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mm THE PLANNKING PROCESS

The words plan and planniny are commeonly used in wverd) conerss, 8 can
be an archiveciural plan v create a building, a plan v rescue 2 beleaguere
economy (like the current melvdown wisnessed in the US economy), 2 brusiness
plan for creating a new entrepreneusial venture, or 2 plan w cagrire an enemy
post during a war,

According 1o the Oxford Dictionary for the Business Word, 2 plan is a
methiod or procedure for duing vomehing; a design, 2 wheme, or 20 invention.
According v ?J’/c}n';:r’a Dictionary, plan is the genera) word for 2 propoed
method of action or procedure. In other words, 3 plan is 2 v of acrinnable
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THE TAT MAHAL: AN EPITOME OF METICULOUS PLANNING

Voted in 2007 as one of th

of the World, the Taj Mahils(?i;r;::v ;&I)ldiir:l
maus.oleun? constructed in Agra by emperor
Sh‘ah]ahan in the fond memory of his beloved
wife _Mumtaz, after her demise in 1631.
Sh.:lh']ahan purchased a plot of land from Raja
]al-SlFlgh on the banks of Yamuna River for
!:Juildmg the Taj Mahal. Raja Jai Singh was also
instructed by Shahjahan to provide a regular
supply of special, hard and non-porous white
marble from the quarries of Makrana.

l

|

;

r

l AT ot

. Figure A The Taj Mahal

|

2 The bank of river Yamuna was chosen so
f that the colossal structure could tower magnif-

icently and imposingly over its surroundings.
The river takes a sharp turn at this plac?,
almost at right angle so that a w.lte.r-s.»hed is
made where the thrust of water is minimum.
It was the safest point on the river bank. A
2%-mile (4.02 km) road ramp was built to
haul huge pieces of marble to the site of the
construction. Strangely the scaffolding of this
magnificent building was made, notof woodor
bamboo, but with bricks. It is probable that
the lack of wood made the architects to make
brick scaffoldings.

Though Shahjahan provided the vision
behind the entire concept, he was assisted in
his endeavour by a number of architects. The

name of the architect, which is often men-

tioned during the building of TajMahal, isthat
of Muhammad Isa Khan, who hailed from Shi-
razinIran. Itis also said that a creative nucleus
of 37 people formed the core advisory group
behind this gigantic project. The construc-
tion of Taj Mahal commenced in 1632, Work
on the mausoleum started in frenzy with
thousands of artisans and labourers toiling
ceaselessly day after day. It is said that the Taj
Mahal took 21 years to complete, with the
help of an army of 20,000 labourers, who
worked under the guidance of Shahjahan.
It is also said that the royal coffers went dry
after this project was over.
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A perfect piece of architecture, the Taj
Mahal is built according to a predefined
plan. It is built according to the Islamic con-
cept of Paradise, where an enormous, shim-
mering pearl white dome stands supported
by four corner pillars, from which flow the
rivers of grace. The Taj Mahal is marked by
perfect symmetry and harmony, be it the
shape of the four towering minarets; the
cupolas (chhatris); the central arch in the
fagade; the perfectly arranged arched recesses

on both the stories; the intricate pietra dura
(stone inlay work); the delicate lattice work
on marble windows or the magnificent
dome. Even the mosque and the guesthouse
(mehmankhbana) are a mirror image of one
another (Figure B).

FHowever, there is one thing, which breaks
the perfectly harmonious plan of the Taj
Mahal—its position. Instead of locating the
'Taj Mahal in the middle of the Charbagh (four
garden plan), Shahjahan built the mausoleum
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distribution tank. It was passed into thrge
subsidiary tanks, from which it was piped to
the complex.

The genius of the builder and his innova-
tions are also reflected in yet another feature
of its planning. In the Taj Mahal, the builder
has substituted the false gateways with beauti-
ful water-pavilions on the east and the west
sides, each rising at the end of the broad water
canal. It appears as if the water channel was
chiefly planned to give a suitable background
for the water pavilion.

2. Do you think that the planning of the Ta
Mahal in terms of project cost and time was
carefully performed at the outset?

mm TYPES OF PLANS

Plans are of various types as shown in Figure 2.1. Let us discuss them and try to

understand their utility in different scenarios.

B Strategic Plans

These are long-term plans spanning a planning horizon of about 3 to 10 years.
Strategic plans set out the overall direction for the firm keeping in view the
long-term objectives to be achieved. In strategic planning, the top management
tries to answer such questions as: “What is the environment we are operating
in?”, "Where are we heading?”, “How do we take the organization from the cur-
rent state to a higher state of success?” The various types of strategic plans are
mission (including vision and values), objectives, and strategies (Megginson, Mos-

ley & Pietri, 1986).

Vision. A desired future state of the organization. Imagination and inspiration
are important components of a vision. Typically,  vision can be viewed as
the ultimate goal of the organization, one that may take 5 or even 10 years to

achieve.
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Types of Plans e

Mission. The purpose or reason for the organization’s existence, i.e. what busi-
ness we are in, what we do, and whom we serve.

Values. What the organization stands for and believes in. These are the prin-
ciples to be observed to meet the vision or prmc:ple to be served.

Let us take some examples from the Indian Industry.

Infosys
Vision. To be a globally respected corporation that provides best-of-breed busi-
ness solutions, leveraging technology, delivered by best-in-class people.

Mission statement. To achieve our objectives in an environment of fairness,
honesty, and courtesy towards our clients, employees, vendors, and soclety at
large.

The values that drive Infosys: C-LIFE

Customer delight A commitment to surpassing our customer expectations.

Leadership by example A commitment to set standards in our business and
transactions and be an exemplar for the industry and our own teams.
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Integrity and tran

sparency - e 1 en in
our dealings. ¥ A commitment to be ethical, sincere and 0p

Fairness A commitment to

! be objectiv n-oriented, thereby
earning trust and respect, jective and transaction-or ,

Pursuit of exc .
f excellence A commitment to strive relentlessly, to constantly

improve oursely ;
besl: rselves, our teams, our services and products so as to become the

Aditya Birla group

I\:i;isnn. To be a premium global conglomerate with a clear focus on each bust-

Mission. To deliver superior value to our customers, shareholders, employees,

and society at large.
-

Hero group

Vision. We, at the Hero Group, are continuously striving for synergy between
technology, systems and human resources to provide products and services
that meet the quality, performance, and price aspirations of the customers.
While c_lomg 50, we maintain the highest standards of ethics and societal
responsibilities, constantly innovate products and processes, and develop teams
that keeps the momentum going to take the group to excellence in everything

we do.”

Objectives. These are the desired outcomes in such areas as customer service,
profitability, and social responsibility, that the management of an organization
hopes to attain.

Strategies. Once the top management of an organization has created the mis-
sion, vision, values and objectives, they are ready to create the strategies or grand
plans for achieving them. Strategies are long-term plans which are chosen from
a set of possible options after careful analysis of the opportunities and threats
offered by the external environment as well as the strengths and weaknesses of

the organization vis-a-vis competitors.

Goals. The terms objective and goal are often used synonymously. However,
there is a subtle difference between the two. Goals are more concrete aims of
the organization and more specific than the objectives. Goals are the specific
means by which the ultimate objectives of the organization are achieved (Boone
& Kurtz, 1984). For example, during the late 1950, General Electric (GE) had
the objective “Provide fair return on investment” and its corresponding goal as

“20% on investment (after taxes); 7% on sales (after taxes)” (Lanzillotti, 1958).
L]
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52 ' Management and Entrepreneurship

As shown in Figure 2.1, the strategic objectives are translated into (say annual)
goals, while the strategy is broken down into (say annual) tactical plans.

m Contingency Plans
Today s business environment has become highly volatile and unpredictable due
to global competition. Organizations, therefore, have to be prepared to change
their strategies in the wake of drastic changes often encountered in the environ-
ment. It is much more beneficial if organizations follow a proactive approach of
developing alternative strategies for various scenarios which may prevail over a
period of time. These alternative plans are called contingency plans.

Thus, contingency planning involves identifying alternative courses of action
which can be implemented if and when the original plan proves inadequate

because of changing circumstances. As shown in Figure 2.1, contingency

plans are kept ready alongside the business grand strategy currently under

implementation.

B Tactical Plans

The strategy developed by the top management is helpful in winning the corpo-
rate “wars” against the competition, while the tactical plans help in winning the
shorter duration “battles. As we know, winning many battles leads to winning
the war. In a similar way, well thought of tactical planning (say for a duration of
an year) derived from the business grand strategy aids in long-term survival and

growth of the organization.
Strategic planning hasthe focusof providingdirections onwhattheorganization

would be doing in the future (in the long-term), while tactical planning isallabout
deciding how these activities would be accomplished (in the medium-term). For
example, the strategy of Laxmi Niwas Mittal group for the past decade hasbeento
grow inorganically by acquisitions of steel companies worldwide. The successful
acquisition of Luxembourg-based Archelor in 2006 was a tactical plan in line
with this overall strategy through which Mittal Steel acquired many plants over

the years in Mexico, Canada, Germany, and Kazakhstan.

B Operational Plans

Operational plans (also called functional plans) are very specific, focused and
short-term plans in line with the tactical (say annual) plans. These plans per-
tain to the various functional departments of an organization like finance, opera-
tions, marketing, HR, and IT. The time duration covered by these plans can be
monthly, weekly, or even daily. For example, the production plans prepared by
a manufacturing organization fall into this category. If the tactical goal 1s, say, to
increase the revenue by 20% this year (in line with the business objective of, say,
doubling the revenue in the coming 5 years) and the corresponding tactical plan
is to gain 10% new business (from new clients) while increasing 10% business
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from existing clients,

1o create a new “d"fr:i}:z;gz:a;mml plan 9( the marketing department may l;e
arousing the INteresy (and byc: or electronic media to attract new clients while
Similarly, the cgrmspongf,mcss volu.mcs) from existing clients.
may be to reduce pro dUCtiomg OPerational plan of the production d_ep:mm'cm
better pricing to the clients p c; Ny b-". 10% which in turn will help in offering
(while gaining more businessa{n R In attracting new clients would be easier
strive to utilize the available rrom the txisting Clignts). Hence, operational p[:ms
plan (and achievemen, of the :’j::llcrzlcsg oplu)nmlly in order to support the tactical
As shown in F; al goals).
standing plansna:églsl{:gfe..tsthcr € two types of operational plans:, n.atmely
ongoing plans), are g € plans. Standing plans (also called continuing of
Y made once and retain their value over a period of

a year (or a coup] " . ' neir e
during this tim ep {;ﬁg’ears), while undergoing periodic revisions and updates

: : €se periodic revis; d upd nsure that the
ding pl . 4 ons and updates ensu _
tsltlie tl'l'sg 2:2; srtem;ilﬁ 1 tune with the (annual) tactical plans. There are basically

i A0cing plans - p rocedures, policies, and rules and regulations.

Procedure

A set of step-by-step d
can.ied out 1s called a procedyre. B

e —— e

to a repetitive problem. F

ks 2 or example, standard operating procedures SOPs) are
pictorially displayed over R 0P

complex machines in factories to aid (as well as remind)
the operator to fOHOW the exact sequence of steps as explained there. This becomes
a usihﬁ;l mechanism to ensure quality of products processed by the operator on the
machine.

Similarly, the purchase departments of an organization usually have standard
procedures to be followed. For example, in India, the public sector units
(PSUs) like Indian Oil Corporation Ltd (IOCL), Steel Authority of India Ltd
(SAIL), Bharat Heavy Electricals Ltd (BHEL), etc. have the standard procedures
prescribed by the Comptroller and Auditor General of India (CAG,) to purchase
tems from vendors. As per this procedure, a PSU has to float an open tender
and invite proposals from vendors. Out of the proposals received, the procedure
prescribes the selection of the lowest bidder (popularly known as the L1). The
merits (and demerits) of this procedure are however debatable.

Palicies

Policies are guides to managerial action. Policies are general statements that‘ e:.:pl‘ain
how a rﬁanager should attempt to h.andle routine management respopsnbxlitles.
An organization may have policies in alnum.ber of areas: quah.t?', environment,
safety, human resources, etc. These policies guide day-to-day dfClsmn-makmg. For
example, an organization may have the policy of providing ‘equal employment
opportunity to all” implying that no biases would be done in relation to caste,

creed, religion, or nationality.
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Rules and regulations
These are explicit statements that tell an employee what he or she can and
cannot do. These are “do” and “don’t” statements put into place to promote the
safety of employees and the uniform treatment and behaviour of employees. For
example, it is a rule in Maruti Suzuki plant at Gurgaon that anybody entering
the factory premises must wear a helmet provided by the main gate security in
order 1o ensure the safety of the visitor inside the factory.

Single-use plans, as the name suggests, are made for activities which do not
recur or repeat. Thus, such plans are required for activities which have one-time
occurrence. As shown in Figure. 2.1, the types of single-use plans are budgets,

projects, and programmes.
plans which predict sources and amounts of income

and how much they are used for a specific organization, activity or department.
For example, an annual budget is announced by the Union Railways Minister for
the Indian Railways. Every year, the Railway budget has some unique features or
the other, which distinguish it from the budgets for the previous years.

Budgets. These are financial

undertaken to create a upique product or
service. Due to the uniqueness of the product or service to be created by it, every
projectisuniqueinitselfand thus, qualifiesto be categorized under single-use plans.
For example, the Indian Oil Corporation Limited (IOCL) has numerous refinery
and pipeline projects, many of which have been completed while the others are

ongoing,

Project. It is a temporary endeavour

Itis a schedule or an ordered list of events to take place. For example,
hich includes the ribbon cutting,

f the new facility for the guests,

Programme.
an inauguration programme for a new facility w

speeches by key officials/invited guests, tour o
etc. in a predetermined sequence.

m Directional Plans versus Specific Plans

McCaskey (1974) challenged conventional descriptions of planning as necessarily
tied to setting specific goals (specific plans). In his view, instead of specifying
concrete measurable goals, the planners should work more from who they are
and what they like to do. This type of planning without goals is called planning
from thrust or directional planning which points to the positive characteristics

of the process.
A device sometimes used to identify direction for an individual is to consider

events and activities in the recent past which have been most deeply satisfying to
him. From those events, the individual tries to identify a pattern which describes
a direction for himself. Objects which lie along the path in which the direction
is moving may become goals. But even when goals are chosen, one goal might
easily be substituted for another as long as it lies on the general path of the

direction.
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Directional plannip
planning, however j ;¢
are accustomed to Planning ;i l
2.1, directional pl-.mning s 1;nWl_l‘
in strategic planning ap mL
Managers in lower hie

a lot of flexibility compared to SPCCiﬁC
much mope ty comp

stressful and cumbersome for planners who
1 specific goals, Therefore, as shown in Figure
suitable for top management who are involved
Cprencurs creating their new business venturcs.
operational Pl'-“ming are bt of the organizalion, involved in tactical and
specific goals (which are éuid (ﬁ) off working with specific plans b_ascd upon
top management), ¢d by the overall directional plans provided by the

Figure 2.2 shows an ey
plans (adapt.ed from Rob‘[;am

the enyy
rarchjes

imple to demarcate between directional and specific

s, 1994,_9. 191). The directional plan only provides

traveller has the liberty tl:aVeller in a city map depicted in this figure. The

preference. How every' © choose any set of routes suitable to him as per personal

between the so > 1 2 specific plan, the traveller is given a specific route
urce A and the destination B (a predetermined goal).

-« = Specific Plan
------- Directional Plan

Figure 2.2
Directional and
Specific Plans

B Hierarchy of Plans

The hierarchy of plans is evident from Figure 2.1, which shows the hierarchy of
the managers involved in the different types of planning. Strategic planning and
contingency planning are performed by the top management of an organization
due to their highest importance in having a long-lasting impact upon the orga-
nization and its future. A flawed strategy may lead to havoc for an organization
vis-2-vis competitors.

In case the chosen strategy does not yield expected results due to abrupt
changes in the business environment, contingency plans prepared by the top
management may be invoked. The contingency plans replace the existing failed
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56 l Management and Entrepreneurship

strategy under these circumstances and thus, command a hierarchy at par with
strategic plans. Figure 2.1 depicts the strategic plans as the Sun with sunrays
emanating from it in the form of mission, vision, values, objectives, and strategy,
illuminating the whole organization,

The next place in the hierarchy of plans is secured by tactical plans, which
are created by the middle-managers of the organization and have a medium-term
planning horizon (say one year). As depicted by the Space in Figure 2.1, tactical
plans are closer to the Earth (the implementation realm of plans) and are much
more focused than the strategic plans. Any flaws in tactical plans have medium.
term impact due to their medium-term time frame.

The lowest level in the hierarchy of plans is occupied by the operational plans
(standing as well as single-use plans), which are represented in Figure 2.1 as the
Earth and its environment (clouds). The operational plans take care of the nitty-
gritty (the brass tacks) in various functional areas of the organizaupn and its
diverse divisions, hence coming closest to the realm of implementation. These
plans are created by the lower rung of the organizational hierarchy and have
short-time frame. Therefore, the impact of any lapses in operational plans is felt
in the short-term.

Figure 2.3 recaptures the hierarchy of plans. It also shows the hierarchy of the
different types of operational plans, namely the policies, procedures, rules and

regulations, programmes and projects, and budgets.

Mission,
Vision,
Values

/ Objectives x
Strategies/Contingency
Plans

Tactical Plans

/ Policies
[ Procedures
/ Rules and Regulations

/ Programmes and Projects

Figure 2.3 / Budgets

Hierarchy of Plans
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Clearly, the crucial role of middle and lower management in the flfi’.f”“"""'"”"'
hierarchy should not be underestimated for the successful implementation

the overall grand strategy of the firm,

Points to Ponder

. G'oa]§ are more concrete aims of the orga-
nization and more specific than the objec-
tives.

* The strategy developed by the top manage-
ment is helpful in winning the corporate
“ n et 2 “ d .

wars” against the competition, while the

tactical plans help in winning the shorter
duration “battles,”

» Directional planning has a lot of flexibility
compared to specific planning, however it
is much more stressful and cumbersome for

planners who are accustomed to planning
with specific goals.

w Iy case tlnr.' chosen strategy ¢

feyes not yi{"d

expected results due o abrupt changes 10
the business environment, contingency
plans prepared by e top management
may be invaked, ‘

Despite the highest hierarchy Fl{jffy!fil !Jy
the strategic plans, their success 15 heavily
dependent upon the success of lnwcre,lf:w:l
plans, namely the tactical and operational
p]ﬂ”'ia

THE BANGALORE INTERNATIONAL AIRPORT

The new Bangalore International Airpont
is envisioned to meet the growing aviation
needs of the city through the development
of a passenger-friendly, well-operated, and fi-
nancially sound airport. Located east of the
Bangalore-Hyderabad national highway (NH
7), the new airport is 37 kilometres away
from Bangalore and 4 kilometres south of
Devanahalli. The site spans an area of 3,900
acres and comprises of all the modern ameni-
ties a traveller looks for in terms of conve-
nience, comfort, and connectivity.

Figure A The Bangalore International Airport
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The Wangalore Tnweraational Adrpot |l
(HMI) shaceholding pattern vonsivn ol
private promiton holdimg 2% sy sialie
aned e seare by e vomaoing 2641 he
privare promiaters bclades Siomens fojecry
Venwres, Lavsen & oo, and e
Zuarieh Aleport, The vwostate promtery ape
the Karnavalea Seave Tnvestment aned Tondliati bal
Development Corporation (K51110), aml
the Alepores Awthority of Tndla (AAIL), ''he
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Flgure B Shar@hnlcllng Puum nin BIAL

BIALs design and business plans are hased o
two passenger trallie forecasta

o SH&E UK, appointed  hy  KSIDC
(Government of Karnatalsa) in the year
2000,

* Lulthansa Consulving (LICG), appointed
by BIAL in the year 2002 1o revalidane
the SEI&L, traffic forecast,

With the passenger tealfic a the TIAL

airport inereasing from 2.3 million in 2001

Table A Revised Fomcmts hy I ufthamm (‘mlmltlng

b dppresimately o million e 2005, BIAL
A LU s e ieare 1 22705 e tigoed st
Wi vatlie teaee ot il delogi plstitiing
At ery T a0 este o u,mﬂ umrlmml
'J:,f Fintthianna € eamanlting, the geaential teaffi
Moo i 2605 vee 2005 wae snalysed, ‘1 e
N foneeant sl a shghiilic sl ihie 16 aba
I pamsetiger Dgones ated aeer st siceveinenits
I the conming, years, These revised foreeasts
fiir paveenger atied carger tealfie are shieonn in
Tihile A

I v evident o Lol s Consulting's
pevined projections it during the list fow
years, Bangalore hins experionced a strong,
grovl b vealfie ar s existing HAL airgen
whth promminent iternational aitlines—Air
Vance, Brivish Avrways, Call Air, Jetstar
Asia Alrways, KLM, Lufthansa, Malaysian
Altlines, Boyal Mepal Airlines, Singapore
Abrlines, and S Lankean Airlines already
aperating from Bangalore,

The study estimated  the international
alrport's opening year (2004) traffic flow to
be 6.7 million jm“i' igers, Civen the new
traffic Gigres, the fac lllll('?a proposed initially
were deemed 1o be grossly inadequate to
cater to the new peaks hour demand, Since the
tash of giving a Dl shape vo agreements had
taleen thiree years and aviation requirements

ficenarlo 2006 2010 2018 | 2020 2025
Optimisite (4018742 [ 10000,z [ 18022002 | mausste | 2348006
Mostilkely | 4470004 [wpaopr (11,000,084 | 1anamras [ 1saaromz
Consorvallve .;.‘320755,0_“" 7,144,500 0,777,460 1‘/.7'!4,?.1.'3 - TB-C;?T;.WJ-
''''' (1) Total passongers =
Bcenarlo 2008 2010 2010 2020 2029
Optimistio 124,004 anr203 | 834,708, 420,37 66,644
| Mostiikely | 122,167 20017 200,08 976,118 469,170
Conservatlve 110,070 101,500 260,033 310,118 491855

(1) Total Cargo (tonnos)
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2001 2002 2003 2004 2005 2006 2007

| L-=] !. _! L
! Proposal /Seleclion “ N LI U ] -*J “ HLIL i} _:|_1“ 2|3 _'_I; __[_[‘
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s " PREPARATION CONSTRUCTION B

Figure E The time schedule of Phase |

project cost of Rs 1,411 crores. The selected way, entrance/exit taxiways, isolation bay,
partners of BIAL invested an additional 700 airside road system, two-way access road,
crores in their infrastructures. Phase I of the air traffic complex, aeronautical equipment,
new airport was ready by March 2008 and rescue and fire-fighting facilities, airline sup-
Phase II is expected to complete by 2015. port facilities, fuel farm, terminal parking,
The airport development plan is staggered ~administration and maintenance buildings,
across several phases. The initial phase devel- ground equipment maintenance area, cargo
opment completed by March 2008 includes complex, and boundary/security wall.

a passenger terminal, a 4,000-metre-long run-

Discussion guestions

1. Shouldn’t project planners incorporate 2. How helpful in planning is it to have the
suitable time cushion for taking neces-  government as a shareholder in such mega
sary approvals from the government projects?
while planning such mega projects as the
Bangalore International Airport (to avoid
re-designing as it happened in this case)?

Discuss.

mm OBJECTIVES

Objectives are the desired outcomes in such areas as customer service, profit-
ability, and social responsibility, that the management of an organization hopes
to attain.
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m SMART Objectives

31-2311‘?[;?:[: ih:;UId- ¢t SMART objectives for themselves: S - Specific, M -
Me ’ ttainable, R - Relevant/Realistic, and T - Time-bound.

Specific objective

cific objectiv ' ;
Specific objectives use action verbs 1o state in clear and definite terms about

Lh:le ehpected outcomes, Let us take the example of the aim of an airline stated
elow:

Ol:;r ;a'm 15 t0 establish excellent quality and standard that the world will talk
aboul...

The above broad aim can be broken down into several service quality parameters.
O_ne of the parameters in service quality happens to be the employee behaviour
with the passengers. A specific objective in this regard may be stated as:

Employees sb?zdd demonstrate exemplary behaviour with the passengers for high
passenger satisfaction.

In t.he above statement, “high passenger satisfaction” is the expected outcome
which has been stated in clear and definite terms.

Measurable objective

Measurable objective means that its intended outcome should be one for
which it is feasible to collect accurate and reliable data using more than one
method of measurement. In our example, “passenger satisfaction” in relation
to the employee behaviour with passengers can be measured by way of surveys
(feedback forms), focus group interviews (by having face-to-face discussion
with a group of 6-12 passengers), complaint forms, etc. Therefore, it fulfills the
criteria for measurable objectives.

Attainable objective

Attainable objective means that it should be appropriately limited in scope so
that it is feasible and is within the manager’s control and influence to achieve.
In our example of “high passenger satisfaction”, we need to limit the scope of
the term “high” to help the manager in making an assessment if it is feasible to
achieve it. We would therefore modify the objective statement in our example

as under:
To achieve “very good” to “excellent” ratings from the passengers on employee
behaviour with the passengers.

Thus, in this format of the objective, the manager gets the freedom to fix specific

levels of passenger ratings (which are achievable or attainable) based upon past
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¢ feedback surveys. For instance, if the
terms of passengers ratings
somers have given ratings like “bad” and
Jecide to replace the term “very good 1o
d ratings” in the objective statement to

airline in passenge

(recent) records of the : :
e has been pretty dismal in

recent record of the airl
for employee behaviour (and most cu
“just catisfactory ™), the manager may
excellent ratings™ to “good to very oo
make it more attainable in the near future.

Relevant objective

Relevant objective signifies that t

availability of the resources, knowledge, and capa ) W01
ve it. In our example, it would be unreasonable to set the implied

target level in the objective that each and every passenger should rate the airline’s
employee behaviour as “very good” to “oxcellent” with no passenger choosing

the lower ratings like “bad” or “satisfactory.” _
It may be beyond the company’s resources to have feedback of all its passengers

(a large random sample would be more feasible) and secondly, achieving 100%

ratings on “very good” and wexcellent” employee behaviour would be a daunting

task!). Therefore, keeping in view the resources of the company, the objective

can be modified as under to make it more relevant or realistic:

good” to “excellent” ratings from at least 80% of the surveyed
passengers.

he objective should be within reach or
bilities of people who would

try to achie

To achieve “very
passengers on employee bebaviour with the
Thus, adding the term “from at least 80% of surveyed passengers” makes the
earlier uphill task within the reach of the people charged with achieving the

objective.

Time-bound objective

Time-bound objective requires a clear me
objective should be achieved. In our example,

time factor as under:

To achieve “very good” to “excellent” ratings
passengers on employee behaviour with the passengers in the year 2009~
Thus, a mention of the (financial) year 2009-10 provides a clear time frame in

which the objective has to be achieved.
SMAR'T objectives are necessary for management by objectives (MBO) which

would be covered later in this section.

ntion of the time-frame in which the
we would need to incorporate the

from at least 80% of the surveyed
10.

m Types of Objectives
Grossman (2000) has classified vari RRLA ;
shown in Figure 2.4 arious types of objectives into five categories as
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Compotitiveness

Floxibllity Efficiency Figure 2.4
Types of Objectives

e

::mi':"::ﬂlrl&og ;:atthclvery reason for the existence of business enterprises.

ural that some of the objectives of a business organization
focus upon P rofitability. Such objectives are often expressed in terms of the
rf:;?sl ccatnc investment, profit before interest and taxes (PBIT), market value of
shares, etc.

ives in which the

competitiveness. It is another important category of object
are. It 1s desirable

organizations strive to move forward in terms of market sh
for any business organization to attain the market leadership by capturing the

hlghCSt market _s!'lare. The market leader, on the other hand, strives to retain
his coveted position and tries to maximize the market share gap with the closest

competitor.

Efficiency. Efficiency-related objectives, like capacity utilization, employee turn-
over, productivity, inventory turns, lead time, delivery time, etc., form another
category of objectives. As is obvious, through these objectives, the organizations
try to make their operations cost-effective and try to eliminate wastages of vari-

ous sorts everywhere in their facilities.

Flexibility. It is another dimension which has assumed great importance in
this age of highly volatile and dynamic business environment. The customer
preferences change continually and abruptly, thus demanding companies to be
flexible enough to adjust to such changes promptly. Frequent introduction of
new features in products and services, identification of new class of customers,
innovations to create radically néw products and services, etc. are the objectives

pertaining to this category.
Quality. It isthe dimension which received maximum attention during the 1980s

and 1990s across the world. Needless to say, its importance is paramount even

today. In this category of objectives, common measures are: defe.ct-rate, zero-
throughput, mean tme berween failures, mean time to repair

defect, sigma-level, , mean tn
a defect (MTTR), customer satisfaction index, etc.
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64 l Management and Entrepreneurship
B Management by Objectives (MBO)

Drucker (1954) emphasized the need for setting clearly spelled-out objectives for
every manager at all levels of the hierarchy in an organization.

* These objectives should be in line with the overall goals of the businesg
enterprise.

* These objectives should specify what performance outputs are expected
to be generated by the manager’s own managerial unit, how his unit may

_help other managerial units in achieving their objectives, and last but not
the least, what help the manager can expect from other units in achieving
his own objectives.

* In a nutshell, the emphasis, from the beginning, should be on teamwork
and team results.

B Balanced Scorecard

The balanced scorecard methodology (see Figure 2.5) emerged from the study
“Measuring Performance in the Organization of the Future” conducted in the
early 1990s and sponsored by the Nolan Norton Institute (the research arm
of KPMG). The study was motivated by the belief that existing performance
measurements, which tended to rely heavily on financial accounting measures,
were rapidly reaching a point of obsolescence. From a year-long study, Kaplan
and Norton (1992) developed a framework for integration and performance
measurement which included incorporated strategic, operational, and financial
measures. According to Kaplan and Norton (1992):

Financial Perspective

Goals Measures

Customer Perspective Internal Business Perspective

Goals Measures Goals Measures

Innovation and Learning

Goals Measures

Figure 2.5 The Balanced Scorecard
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Managers should not have to choose between financial and operational
Measures. No Siﬂglt‘ measure can provide a clear performance target of boens
autention on the critical areas of business. Managers want a balanced presentation
of both financial and operational measures (Kaplan and Norton, 1992).

The balance scorecard provides answers to four basic questions:

. }-iow do customers see us? (customer perspective)
What must we excel at? (internal perspective)
) . ; , _ ,
Can we continue to improve and create value? (innovaton an
perspective)
How do we look to shareholders? (financial perspective)

From the financial perspective, the scorecard helps in systematic scrutiny of
anding

key financial criteria, which the company must achieve to maintain its st
in the corporate world. The customer perspective aids the process of translating
strategic statements to specific measures that really matter to the customer, such
as quality and delivery time. The internal perspectives focus attention on critical
internal operations that are needed to satisfy customer requirement and help
in identifying and building the necessary competencies for competitive SuCCess.
The innovation perspective emphasizes the need to look further into the future,
thereby helping to break away from a short-term focus.

The scorecard works via a process in which managers for each of the above
perspectives set goals, and specific measures for each are stipulated in order to
achieve each goal. In this manner, high level goals are cascaded downwards
into the organization through a process of tight specification while utilizing a
consensus approach. The scorecard, in this way, helps to translate and implement
strategy. The strategic linkages enable the scorecard measure to be tied together
1 a2 series of cause-and-effect relationships. The scorecard thus can be used not
only to clarify and communicate strategy, but also to manage strategy.

The advantages of the scorecard are that in a single report, it presents many
of the seemingly disparate elements of a company’s agenda. It also helps prevent
sub-optimization by forcing managers to consider all operational measures at

the same time (Ahmed and Rafig, 1998).

d learning

B MBO and the Balanced Scorecard

Dinesh and Palmer (1998) have captured the similarities and differences between
MBO and the balanced scorecard.

Similarities

« They are both bas

(although the balance
measurements are).

» In essence, both sy

ed on the development of strategic measurements
d scorecard is more explicit about what those strategic

stems are based on goal congruence throughout an
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organization, and each details an iterative process based on collaboration
between and within all levels of an organization. -

» A further similarity between the two systems is that the ba al;ce s‘corf?card
measures have been tied to rewards and incentives as a useful motivational
tool.

Differences

« A notable difference between the two systems is their degree of exphcxtne_ss.
MBO is an open-ended management system based on the collaborative
determination of goals and measures (without detailing what those goals
and measures should be). o

* The balanced scorecard is also based on the collaborative determination
of goals and measures, but is more focused than MBO as 1t prescrl'bes the
four categories of customer satisfaction, internal processes, innovation and
learning, and financial measures.

Points to Ponder

* If an alternative did not exist, it would be = There is a need for setting clearly spelled-

meaningless to say that we are planning  out objectives for every manager at all

anything. levels of the hierarchy in an organization,
* It requires critical thinking and analysis = No single measure can provide a clear per-

while formulating the plans keeping in view formance target or focus attention on the

not only the current scenario, but also the critical areas of business. Managers want

scenario which is likely to prevail by the a balanced presentation of both financial

time these plans would be implemented. and operational measures.

AIRBUS 380

Airbus 380 (A380) is the most ambitious
project of Airbus Industrie till date. The
mammoth-sized double deck plane is so

One issue was that the CATIA computer
tool used in the airplane’s digital design was

not sufficiently accurate when it came to

huge that the runways of very few airports designing electrical systems. The problem

worldwide can accommodate its 1anding was made worse by Airbus's switch to
and take off. This is one project which has aluminum wiring when the model w

madj Airbus face a myriad of unforeseen designed for copper wiring, which has ve:l;

EZ?ay‘::::::hi;’r?:lem and embarrassing  different physical properties. According to

e B 11 severe monetary penalties  Ajrbys officials, the complexities were cau d
paid to airlines, which placed the orders in A380 - T s

for the superjumbo with Airbus, ok S POl g airlinig e
extensively customized interiors—which can
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affect the wiring, some of whi
s, at went

Gustav Humbert and Noel Fore
the co-CEOs of the Eur0pc.uf]1\ifgﬁ::,:(i]'
Defence and Space Company (EADS)-'-thc
company which effectively controls Airbus_c
had to step down as a result of delays in A380
produc'txon sehedules. Both men had been
unde.r intense pressure after Airbus revealed
that its A380 superjumbo would be delayed
by seven ‘months. Humbert accepted his
responsibility for the delay, a setback which
led to a collapse in EADS’ share price and
ultimately cost the firm up to 2 billion in lost
profits.

New problems were detected on Airbus’s
giant A380 super jumbo jet, adding to
the woes of the fledging aircraft which is
already afflicted with wiring problems.
Problems with section 19 of the fuselage were
detected during trial flights in Toulouse,
southern France. News of the delays saw 5.5
billion euros briefly wiped off the market

Discussion questions

1. Up to what extent the manufacturing pro-
cess (scattered across various countries in
Europe) adapted by Airbus to manufacture
its planes be blamed for the delays and cost
overruns of A380, when it has been fol-
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pcrcent 0f

planning

value of EADS, which owns 80
e ¢ adapted by

The manufacturing Pro _
lanes is scattere

Airbus for creating its Pid Puts

across various countries 10 Europé. *¢

are manufactured in different count{xes,
| assembly lines

which are later sent 10 its ﬁfm' wen sy
i1 Toulouse, France for joiming the p

together. A380’s big size made this process
difficult and raised questions about Airbus’s
rationale of not having the final assembly line

on a port city. '

The critics of this dream machine were
silenced up to great extent when it successfully
undertook its test flights across different parts
of the world during early 2007. The A380 can
carry a human cargo of 555 passengers on two
decks. Currently, Airbus has orders to d.elwer
166 of the beasts to carriers including Emirates,

Korean Air, Qantas, Virgin Atlantic, Singapore
d India’s Kingfisher

Airlines, Air France, an .
Airlines. In 2008, Singapore Airlines became
the first A380 in service with its maiden flight

from Singapore to Sydney.

ce

lowing the same process for many decades

to manufacture its planes?
2. Do you think that the existence of

c0-CEOs (two CEOs) for Airbus at
that time might have contributed to the

planning failures of A380?

m m IMPORTANCE OF PLANNING

The importance of planning can
it brings about and the k
shown in Figure 2.6, p

and importance in the sphere of management.

lanning has numerous reasons W

be highlighted by discussing about the benefits
ind of problems which may erupt in its absence. As

hich support its utility
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Figure 2.6
Importance of
Planning

Alds In satting
objectives and
prioritios Increases cradibility
and trust with
Facilitates control ﬁ stakeholders

mochanisms X

Aids in managing

Helps in building a
consensus within
V the organization

A Useful in setting and
managing expectations

time effectively v
Improves | 4
coordination :
in a realistic way
Z V Q Optimal allocation

Resolves current of resources
challenges while
avoiding future
problems

Importance
of
Planning

Provides a framework
for decision-making

Setting objectives and priorities
Planning aids in setting objectives and priorities for the managers. Drucker (1954)
in his theory on MBO recommends that every manager should be given clear
objectives to be achieved. As discussed earlier, strategic planning results in setting
strategic objectives, which boil down to tactical goals and further seep down to
aid in operational planning. Thus, planning aids in setting these objectives for
all managers in the organization and hence, guides the managers to be focused
upon the objectives to be achieved.

Inapractical scenario, managers are swamped with various activities everyday.
It may not be feasible for them to devote equal attention to all these activities
forced upon them. This leads them to think rationally and set priorities to these
activities in the order of importance or “value-add” associated with them in the
achievement of objectives set-out for them. Some activities may get pushed to
future time frames or may be delegated to subordinates if deemed of less value-
addition to the concerned manager (and her objectives).

Credibility and trust of stakeholders

Planning indeed increases credibility and trust with the stakeholders of an
organization. Stakeholders are people impacted directly by an organization’s
activities including the shareholders, employees, vendors, customers/ clients, etc.
They need to be often convinced by the managers about the merits of important
actions taken by them which may directly impact the stakeholders.
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Itis always easier fo
sharing the elaborare ;;:cllli(:?""“gcrs to take the stakeholders into confidence by
important actions, Fop cx.v.m[:llal }'3]'.1:;15 made by them in relation to such future
cate the societal and rclmbilil} 1S argued that the Tatas failed to communt-
at Singur (West Bengal) f ation plans made by them for the farmers displaced
or the Nano car facility earlier planned there (before

relocation of the sap
u ame was fo . : -
in Singur), reed to Sanand in Gujarat by the agitating farmers

Building concensus
Planning belps in build;
5 comn?on ‘;l-ufo.-,:"hfimg @ consensus within the organization by providing
objectives as ends 1r]d-or Tmmg objectives for all managers. Higher level
: are directly tied to th jecti f
' . " : or
dheirscsoioplihmen lower-level objectives as the means

hus creatin ; : P
Sch h g a means-end chain or hierarchy of objectives
(Schermerhorn, 2005). Thus, everybody directly or indirectly strives for

:lc]i;es\::‘rge Ial;e - galn izational objectives. Planning (and the objectives thereof)
3 single thread (of purpose) binding the whole organization.

Setting and managing expectations

Pla_nm_ng o al?’" useful in setting and managing expectations in a realistic way. The
ob]ect.wes. assigned to every manager inform her about the expectations of the
organization from her. While setting the objectives, the manager’s expectations
should also be taken into account so as to create 2 synergy between organiza-
tional (strategic or tactical) objectives/ goals and the individual’s objectives.

Allocation of resources

Planning results in optimal allocation of resources. Planning helps allocate limited
resources like staff, materials, and time in an orderly and systematic manner
into various types of activities. In the absence of planning, there is increased
likelihood of many resources becoming over-allocated while other resources
remaining idle, thus resulting in wastage of organizational resources.

Framework for decision-making

Planning provides a framework for decision-making. In the performance of
various activities, managers have to often take decisions. Such decisions are
much easier to take and are less prone to errors if backed by good planning
done earlier. Thus, a well-developed plan created in the past guides a manager in
taking suitable decisions in case of unforeseen problerpF encountered during Fhe
implementation of some actions. Planning helps decision makers by providing

guidelines and goals for future decisions. Planning can help ensure that a

coherent set of actions are implemented which are consistent with the values

and priorities of the decision maker.
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Current challenges and future problems

Planning requires a manager to think critically about the activities being Planneg

SO as to resolve curvent challenges while avoiding future problems, This proactiy

approach helps in overcoming not only the present challenges but also prompte
s

the managers to higure out possible hurdles in future and ways of avoiding 1},
same. o

Coordination

unit may help other managerial units in achieving their objectives, and last but
not the least, what help the manager can expect from other units in achievin
his own objectives. In nutshell, the emphasis from the beginning should be op
teamwork and team results. Thus, the planning process which starts from setting
the objectives improves camaraderie and a sense of teamwork.,

Time management

Planning aids in managing time effectively on part of managers. Time is perhaps
the most important resource for the managers, which gets consumed at a con-
stant rate. Proper utilization of time by managers into value-adding activities
would of course be most desired. This is possible only when managers plan the

* activities of their day by sequencing tasks with higher priorities while pushing
down the low priority tasks to subordinates or future periods of time.

Control mechanisms

Last but not the least, planning facilitates control mechanisms. Planning helps
a manager exercise more control in a situation, establish goals proactively and
consider contingencies. Planning can help quantify goals and establish a means
of measuring success. A feedback loop (a form of control mechanism) acts as a
means of evaluating actual performance against planned performance of a prod-
uct or service produced by the organization. Planning and control are rightly
said to be the Siamese twins of management (Mosley & Pietri, 1975).

E. SREEDHARAN AND DELHI METRO RAIL CORPORATION

“I was instrumental here in proposing your proposal, went out of his way to make sure
name for this decoration to my authorities. that your good name was put on his personal
But it is the President of the French Republic quota,” French Ambassador to India,
himself, who, having naturally accepted my Dominique Girard said while presenting
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Elattuvalapil Srcedhirutun ’
Chattanur, a small il was born i
Kol foac B¢ near Palakkad in

erala. In school, he wag the class
formcr(lhicflﬁlccliun C - A3smate of the
. . ~Ommissioner of Ind;
T. N. Seshan. | erofIndia

-+ Nedeshan, He later studied 4y (e ,
College in Palghat and then pr 5
enginee .

pincer fr”"'] the Government Engineering
College, Kakinada (now B
: , Jawahar Lal Nehru
Technological University),

!}ﬁcr a short tenure as a lecturer in Civil
Cn - 4 i * (] - ’
Kg‘;*-;ﬂ(llli, at the Kerala Polytechnic in
Kozhikode and a year at the Bombay Port
rrpst a5 an apprentice, he joined the Indian
Railways in its Service of Engineers, His first
assignment was in the Southern Railway as a
Il’;gbauonary Assistant Engineer in December

4.

In 1963, disaster struck the Rameshwaram
island when tidal waves washed away the
Pamban bridge connecting it with mainland
Tamil Nadu. A passenger train was swept
away, killing hundreds of persons. The
Southern Railway decided to restore the
bridge and set a target of six months. General
Manager B.C. Ganguly advanced the deadline
by three months and the Railway Bo:?rd
assigned the task to a 31-year-old executive
engineer, Sreedharan. _

It was a tough task as it was an old bridge,
built by the British in Iatc-mnctcc'n:lh ccm}t:p;l,
with 146 spans and a steel gir crdw 1;1
opens up for large vessels to pass under the

- k up the challenge and
bridge. Sreedharan took up

5 Preside
esideny Jacques Chigac

ntry's
1e Legion
din France
ry and was
Onaparte,

Victoria
n graduated as an

Planning I 7 1

advanced the deadline by amonth, making the
task tougher. He made the bridge functional
in 46 days,

In 1970, as the deputy chief engineer,
he was put in charge for implementation,
planning, and design of Calcutta metro, the
first ever metro in India. Sreedharan, who
had been in the Indian Railways for 50 years,
had successfully completed one mega-project
carlier prior to taking up the Delhi Metro
Rail Project—the Konkan railway between
Maharashtra and Mangalore. The rail-line
was mooted in 1990 by then railway minister
George Fernandes, while talking to Railway
Board members. After stating it, Fernandes
himself dismissed it as impossible.

A month later, Sreedharan went to
Fernandes with a well-charted out plan. “I'told
him that we will have to work in a different
fashion,” he recalls. Probably his enthusiasm
infected Fernandes, who got cabinet approval
for the project within three days. Maharashtra
and Kerala immediately agreed to the project,
but Karnataka chief minister Virendra Patil
objected. Sreedharan, then a member of
the Railway Board, went to Maharashtra,
Karnataka, Goa and Kerala and got all the
necessary approvals before his retirement.

But retirement was not to be as Fernandes
wanted him to head the West Coast Railway.
Thus the Konkan Rail Corporation was born.
It created an engineering marvel by laying a
rail network across the mountainous Western
Ghats. Under his stewardship, the company
executed its mandate in seven years.

The project was unique in many respects.
It was the first major project in India to
be undertaken on a BOT (Build-Operate-
Transfer) basis; the organization structure
was different from that of a typical Indian
Railway set-up; the project had 93 tunnels
alongalength of 82kmand involved tunneling

through soft soil. The total project covered
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760 km and had over 150 bridges. That a
public sector project could be completed
without significant cost and time overruns
was considered an achievement by many.
Sreedharan did not stop there. Everybody
laughed when plans to build a metro rail
in Delhi were announced. All knew about
the chaos even a small, one-line metro in
Kolkata had caused for a decade and a half.
But Sreedharan took up the Delhi Metro Rail

Project.

Sreedharan took up this task as Managing
Director of Delhi Metro Rail Corporation
(DMRC) in November 1997 on the condition
that he should be allowed to choose his own
team. Furthermore, he came to enjoy a fair
degree of autonomy. Financial powers were
vested in the managing director. Also, the
managing director was the last authority
on tenders. Another precondition was the
minimum interference of the government.

The work culture was so designed as
to reduce dependence on subsidies. Soon
the message went down the line that there
is nothing called a free lunch or freebies.
The organization therefore was able to
resist pressures from many quarters. Upon
completion of the project, even the Prime
Minister bought a ticket for enjoying a ride
on the Metro.

Sreedharan seems to have mastered the
art of dealing with political pressures. While
sharing his experiences on this front during
his DMRC tenure, he says, “We had to
recruit many people at DMRC. Then a lot
of pressure used to come for promotions
in the organization. The main areas were
contract awarding, staff recruitment, land
acquisition—when you decide on a particular
route and try to acquire the land, politicians
{mmedmtely want you to shift the alignment,

why don’t you save this shop? why don’t
you save that house?’—this sort of thing used

to come. But we never changed any decision
simply because somebody wants it. If it was
required technically or from a professional
angle, yes, we do it. Not because anybody
wants it. They (politicians) want some
people 1o be appointed and I don’t. Similarly
contracts; I do exactly what is required. Of
late, politicians know I cannot be maneuvered
or managed that way. But now I have seen
that they respect these qualities. They know
this is good for the country, good for the
organization. Ultimately if the organization
succeeds, the credit goes to the politician. So
they are very happy about it. In the initial
years, we had a lot of interference, now it is
gradually tapering off.”

Any other project of this magnitude might
have got bogged down in litigations, but
not so with the DMRC. Although there are
about 400 cases pending in various courts,
no stay order has been given till date. That
meant the DMRC could go about executing
its works without worrying too much about
cost escalation or project delay.

In ensuring minimum inconvenience to
motorists and pedestrians alike, the DMRC
successfully converted a challenge into an
opportunity. That paid dividends too. All
utilities were diverted in advance to ensure that
there was no disruption of water, electricity,
sewerage, and telephone connections during
the construction of the area. Barricades were
put up. An alternate traffic plan was drawn
up with the help of the Indian Institute of
Technology, Delhi, and in collaboration with
Delhi Police. Also, new roads were built or
the existing roads widened to accommodate
traffic.

The DMRC organized community inter-
action programmes for redressing problems
that arose among the local people. Every
Monday, heads of department would meet
and set new or review targets. DMRC has also
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; . O minimize the
neg?nve.envlronmcntfll impact of the Project
during 1ts construction stage.” For every
tree cut during construction, the DMRC is
planting 10 trees in advance as compensatory
afforestation. Around 26,000 trees have
been planted at Najafgarh, Isapur, and Rebla
Khanpur. Through proper care 30% of trees
in the alignment have been saved.

Installation of storm water drains for
disposal of wastewater, monitoring air
and noise pollution, disposal of excavated
materials are some of the measures taken
during construction to minimize the damage
to the environment and inconvenience to
public.

The Delhi Metro project, which surpris-
ingly is consuming over 70 percent of all the
cement and steel being used in the Capital these
days, managed to tide over a recent quantum
jump in the price of steel by anticipating the
rise and guaranteeing the orders placed by the
contractors with the Steel Authority of India.

It was only through some farsightedness
and close monitoring of the prices that
DMRC managed to anticipate the rise. {\nd
immediately the DMRC took the unique
initiative of steppingin and assuring SAIL that
all the steel being sought by the contractors

would be paid for.
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Due to this initiative, the v.lrious‘contr-.;lc-

tors working on the project rec.el.VC'd . ‘c
supply of steel at almost the prevailing rates
before the prices went up. The steel price had
shot up from around Rs 18,000 per tonaic a
around Rs 30,000 tonne per month within
three months. While the rise affected many
other projects, the Delhi Metrp project
smoothly sailed over it. Normally in such an
event the contractors get panicky and either
start asking for an increase in the contract
amount or delay the construction 1n the
hope that at a later stage they may be able to
purchase the raw material at lower price.
In both the cases, the projects inadvertently
suffer. But with the Delhi Metro, neither
of this happened as the contractors—wise
with their experience of working on the
project—understood the need to place orders
immediately rather than playing a waiting
game.
As for the guarantee furnished by DMRC
with SAIL, which actually clinched the deal
for the contractors, DMRC had offered to
make immediate payments to avoid any cost
overruns. And it was given that the amount
would be subsequently adjusted with the
contractor’s final payment.

It is this aspect of financial management of
the project which has prevented cost overruns
and delays in completion of various sections
till now. Every detail of the payment to be
made and the contract amount is given in the
tender document. And all the contractors
have been given the freedom to decide on
how they would construct the project and
give the estimate of the men and material
involved and the estimated cost.

Also, while the penalty clauses are included
in the contract to ensure timely completion, the
DMRC also provides a counter-guarantee of
sorts in which it stipulates that if the payment
was delayed, then DMRC would pay interest
on it. This has prevented delays in payments to

planning
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the contractors. To facilitate the continuation
of the construction work, DMRC also releases
80 percent of the bill amount within 72 hours
of its submission,

As for the rest of the 20 percent, it is
disbursed within the next 25 daysafter detailed
scrutiny. And to prevent any misuse of this
clause, it has also been decided beforehand
that till the entire 100 percent of the first bill
is not disbursed, no payment will be made
on subsequent bills. Also contractors found
inflating bills run the risk of being heavily
penalized and being deprived of the 80 per
cent quick payment arrangement.

The carrot-and-stick policy appears to
have worked very well. But what really
makes the difference is how DMRC handles
its contractors and how other government
departments handle them is the manner
of preparation of the final bill. While in
the Metro project the bills are prepared by
the contractors and senior Metro officials
subsequently scrutinize them, in other

places, these bills are usually prepared by the
junior engineers or other engineers of the
concerned departments which leads to all the
ills plaguing various infrastructure projects,

DMRC has adapted some unique practices
with its suppliers and contractors. DMRC
inserts a clause into the contract with com.
panies it gets into any supplier relationship
that they must have an Indian partner,
Consequently, the DMRC is procuring the
trains from Bharat Earth Movers Limited,
Bangalore, and elevators are also  being
produced indigenously. Another feature is
the punctuality with which the DMRC pays
its contractors, who are addressed by DMRC
as associates. But the real marvel of the Delhi
Metro project stems from the way in which a
foreign-dependent project has been localized
and re-engineered. This was done by roping
in Indian companies as consortium members
at each stage of the project. Table A shows the
major international contractors of DMRC.
and their Indian partners.

Table A Major international contractors of DMRC and their Indian partners.

Operation

Contractors

Indian Partners

Civil Works; Ventilation and Air
Conditioning

Windmann (Germany)

Kumagai Gumi Co., Shimizu Corporation, Itochu
Corporation (Japan); Samsung Corporation (Korea);
Skanska International (Sweden); Dyckerhoff and

IRCON International;
Hindustan Construction
Co; Larsen and Turbo Ltd.

Supply of coaches and engine

Mitsubishi Corporation, Japan; KOROS, Korea

Bharat Earth Movers

Signaling and communication
tomo Corporation, Japan

Alstom Transport, France; Alcatel, Portugal; Sumi-

Alstom Transport

Traction and Power distribu-
tion technology

Corba, Spain; ELIOP, Spain

IRCON International

Supply, Installation, Testing
and Commission of power
supply

ABB Ltd; Best and Crompton
Engineering

Supply, Installation, Testing MVM, Australia
and Commissioning of ballast

lEss tract

IRCON International
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Over the course of the seven-year y
several capabilities have beer, nu‘lnil. .\lcl"mm
Indian partners. In 2002, Indian unt:lil j{'}lw
firm Bharat Earth Movers 144 l;iglltltvi;"i:

contract with South Korean firm Rotem {
or

nanufacturing  rust-proof.  fiberra:
:mcriurs stccli’co-.lchclsn\::;{i]i hl)cl-'rcmforccd
n India under a
transfer of technology agreemen, DMRC
procured 240 C()'.lcl‘lcs of which 60 (4 trains)
are manufactured in Rotem, Korea, A year
later, Bharat Earth M'overs (BEML) released
the ﬁl'St. rake comprising two engines and
four trailer coaches. BEML will manufacture
the other 180 coaches (45 trains). Starting
with the local assembly and testing of a few
trains, BEML will manufacture the coach
shell, traction motor, converter-inverter
unit, battery, passenger announcement
and information system, air-conditioning
units and seats. This will help in acquiring
capability and avoiding import of trains for
the forthcoming metro projects in Bangalore,
Ahmedabad, Mumbai, and Hyderabad.
Alongside the manufacturing practices,
project management processes have also
been transferred seamlessly. When the metro
project started, a five-member consortium
managed it. Four of them were global firms:
Pacific Consultants International, Railway
Technical Services and Tonichi Engineering
Consultants from Japan, and Parson
Brinkerhoff International from the US.
Rail India Technical and Economic Services
(RITES) was the only Indian consultant.
Now, for the final stretch of the metro project,
DMRC and RITES are confident enough to
navigate the venture from here alone, even
lhoughthethirdstretchwillpassthroughsome
of the most congested areas of Delhi. Better
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still, DMRC's domain expertise acquirec
the last several years 1s now being used to
develop feasibility studies for otlu?r metro
projects. The studies include route -.1l|p,nmcnt..
utility mapping, and pmjcctcd dum:mf.l
for transport in the next five decades, soil
testing, environmental impact, and system
designing.

For example, the West Bengal government
asked DMRC to prepare a detailed project
report to connect the eastern city of Kolkat:.t’s
existing metro rail with Howrah,an industrial
hub on the other side of the river Hooghly

which runs through the city. DMRC will use
construction and technology similar to that
used in English Channel (for linking Great
Britain with France through Metro Rail)
albeit on a smaller scale.

At another level, RITES, on behalf
of DMRG, is in the process of completing 2
detailed project report for the southern
cities of Bangalore and Hyderabad. Other
metro projects in the pipeline include the
western cities of Mumbai and Ahmedabad,
the northern city of Lucknow, and the
southern cities of Thiruvananthapuram and
Kochi.

An important reason why DMRC’s skills
are being taken to other cities is the cost factor.
Ata presentation made to the Andhra Pradesh
government in 2003, Sridharan pointed out
that the cost of a 39.45 km metro project in
Hyderabad was estimated at USS 712 million
at April 2003 prices, which translated into a
per km cost of US$ 18 million. “The cost of
the Delhi Metro project at US $2.3 billion for
66 kms of tracks is higher since most of the
technology has been sourced from abroad,”
Sridharan said during the presentation.
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Discussion questions |
1. How similar/different would be your ap- 3. Share other examples like DMRC in which,
proach to handle political pressure vis-i-vis compulsory partnership for foreign con.
that of Sreedharan? tractors with Indian contractors later
2. Which aspect of Sreedharan’s planning of helped in indigenization of products/ser-
Delhi Metro Rail Project is most appealing vices.

to you and why?

mm STEPS IN PLANNING AND PLANNING PREMISES

Systematic planning is constituted by various steps in the planning process as
shownin Figure 2.7. The planning process starts with the formulation of planning
objectives. Let us take an example to understand the planning process. Suppose
that a company operating in the mobile phone handsets market has created 3
new mobile phone especially targeting the college students. It has innovative
features like an inbuilt MP3 player, voice SMS, high-resolution camera, and a
long battery life (say a month). -

The company wants to create an advertizing plan to quickly penetrate the
market with this product before the competitors can come up with a similar
product. Thus, in this instance, the planning objective for the company is to
reach out to a large population of college students in the shortest possible time,

The next step is developing the planning premises, i.e. pre-suppositions or
assumptions about the future scenarios in which the plans to be created would
be implemented keeping in view the business environment. While developing
the planning premises, a manager must perform the forecasting of the scenario
which is expected to prevail by the time the plans would be implemented.

In our example of advertizing plan for the new innovative mobile phone,
forecasting would be required to know about how many college students
currently own a mobile phone, what is the growth rate of this market, and what
are the buying patterns of college students with respect to mobile handsets. This
information would be helpful in creating relevant planning premises, e.g. in the
first month of the advertizing campaign, the advertisements should reach out to
at least 50% of the college students.

As shown in Figure 2.7, the external business environment has to be analysed.
For example, which existing models of the competitors come closest to the new
mobile handset being introduced by the company, what is their market share,
how much time the competitors would take to develop a similar handset by
reverse engineering (after the innovative handset is launched, the competitors
would try to understand the technology by dismantling it layer by layer), etc.
The manager has to also keep in view the available resources and constraints
while developing the planning premises. For example, there may be a budget
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The Planning
Process

constraint that a maximum of Rs 5 crores are earmarked to be spent on the

advertizing campaign for the new handset.

As shown in Figure 2.7, many of the subsequent steps in the planning process

are common to decision-making.

B Decision-Making

Decision-making is a process in which a best course of action is selected out of a
set of alternatives for achieving a desired outcome. Managers are_reqmred to take
decisions often when faced with a problem. The decision-making process thus

starts with the understanding and definition of the problem.
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For example, the workers in your factory have suddenly gone on strike whjl,
demanding increase in wages, while you as the factory manager are faced wig,
the problem of bringing the workers back to work the soonest possible, a5 ,
huge order from an important client is pending for execution. In such a scenari,
you would need to understand the various facets of the problem, for example
how much is the increase in wages being demanded by the workers, what are
the wages offered by competitor or other factories in the near vicinity, whep
was the last time workers received an increment in wages, etc. Thus, problem
definition is an important step in the decision-making process.

In the planning process, the problem definition is already done while creating
the planning premises. Thus, the next step common to both the planning process
and decision-making can be followed—determining the available alternative
courses of action.

In our example of the new mobile phone handset, there can be various
available alternatives for planning the advertizing campaign. One alternative
can be to focus upon electronic media and create advertisements to be aired
on youth channels like Channel V, MTV, etc. The other alternative can be to
advertize on hoardings near the colleges and universities. The next alternative
can be to use print media as the primary medium of the campaign by inserting
print advertisements in youth magazines like Stardust, Filmfare, Gladrags, etc.
Another alternative can be to use posters in the canteens of colleges. Yet another
option can be to use all forms of media and dividing the advertizing budget
amongst them in some proportion. :

Next, the various alternatives have to be evaluated by using the quantitative
analysis while keeping in view various behavioural aspects. For example, linear
programming (LP) is a technique which can be utilized to find the optimal
proportion of allocation of the advertizing budget in various types of media to
be used for the advertizing campaign to maximize the outreach of the intended
audience. _ :

Behavioural aspects may make an alternative less lucrative. For example, on
careful analysis it may be revealed that a majority of college managements do not
allow for advertisement posters in their canteens. Thus, this alternative becomes
less likely choice of being selected.

The best alternative is chosen after careful evaluation of the alternatives. Let
us assume that advertisements in electronic media emerged as the chosen alterna-
tive in our example. It is thus decided that an advertisement would be created
and aired on youth channels like Channel V and MTV.

Inthe nextsteps of the planning process, the selected alternative is implemented
and its effectiveness is monitored. The initial results of implementation start
giving the managers an idea about the effectiveness of the plan. The decision
question here is: Does the selected plan fulfill the planning objectives? If yes, the
plan is continued in implementation. If not, the next decision question faced by
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the managers is: Is it
objectives? If the ans
done and the modified plan is imp|

are met. If the answer i no, the pl;l) e

Possible 10 tw

wer to this que eak the chosen plan to fulfill the planning

stion s yes, the necessary modifications are
mented to see if now the planning objectives
up of the plannin : anning process has to be restarted from setting
d,_p,ring thif time o% lp r-e-r:; *s (as the external environment might have changed
In dur cxample ]relin implementation of the chosen plan).
and MTV did not’Pro:)dl:lS sufl;pose that the advertisements aired on Channel V
the newly launched hamcke the desired results (say gauged by the initial sales of
realizing that it is a ma t). The manager then decides to tweak the plan by
3jor cricket season in the country with some important
a}-e: by sporting channels. It is decided to air the
; . g channel (say ESPN) during the time slots of the
ket : L Y N) during the ume slo
REEES fthh. If_tlus tweaked plan produces the desired outcomes, the plan can
be continued in its present form. ;
As is evident from the last part of the above discussion, the last few steps

of the- planm.ng process invar 1ably culminate into a control mechanism which
helps in refining the chosen plan further.

cricket tournaments being rel
advertisements on the sportin

B Sequential Decision-Making

In many managerial situations, decisions have to be taken one after the other in
a sequence. The decisions taken earlier have an impact upon the decisions to be
taken later in the sequence.

Decision tree analysis is a technique, which is used to analyse decision situations
that are sequential in nature. In this technique, a diagram is made to represent the
various decision options and their outcomes. This diagram resembles a tree with
various branches coming out from the main stem and therefore, it is called a
decision tree.

In the decision tree diagram, small rectangles are used to represent the point
of decision called the decision node. Here a choice is to be made for the best
decision option from a set of options branching out from this node. Small circles
are used to represent the point of outcomes or events as a result of choosing a
decision option. These circles are called the event or outcome nodes. Various
outcomes branch out from these nodes. These outcomes are not under the
control of the decision maker and any one of these may occur according to the
probabilities assigned to them. The probabilities are assigned to these outcomes
on the basis of past experience or by expert judgements.

The decision tree is analysed for the best decision sequence by the roll-back
technique. In this technique, the decision n_odes in thf: later part of the tree are
analysed first and then, the decision nodes in the earlier part. Hence, the name
is roll-back technique. Let us take up an example to understand the decision tree

analysis.
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DELIGHT CAFE

Delight Café is a popular fast food center at
Jayanagar in Bangalore. The fast food has a
heavy rush of customers during the lunch
and dinner hours on all the days. The propri-
etor of Delight, Girish Nair, is considering
expansion of the space in the restaurant so
that more tables may be accommodated for
more customers. This requires Rs 6 lakh of

investment.
Another option before Nair is opening a

new fast food center at Koramangala, another

locality in Bangalore, where he is getting a
prime location and it seems the demand is
pretty high there for Delight’s popular stuff.
This option requires Rs 7 lakh investment.

Nair does not have the capital to undertake
both the investments simultaneously. He can
undertake any one option at a time and if it
results in strong demand from customers, he
can undertake the other option then or stop
any further investment.

Both the options lead to complete loss of
investment if there is weak demand from
the customers. Strong demand after capacity
expansion of existing facility has 60% chance

Expand the
existing facility
1 Do nothing Rs0 :
| |

Create another
facility at a new
location

Figure A

and will result in Rs 10 lakh profit (over
investment). Strong demand after creating
the new facility at Tollyganj has 80% chance
and will result in Rs 9 lakh profit (over
investment). Give your advice to Nair about
the best course of action by using the decision

tree analysis.

Solution

Initially there are three decision options for

Nair—expand the existing facility, create

another facility at a new location, or do noth-

ing. We make a small rectangle to represent

decision node 1 and three lines emerging out

from it to show the three decision options as -
shown in Figure A. Note that the “do noth-

ing” option results in Rs 0, as it requires no

investment and gives no profit.

Expand the existing facility decision option
results in two outcomes or events. Either the
demand will be strong with a probability of
0.6 and a profit of Rs 10 lakh, or the demand
will be weak with a probability of 0.4 and a
loss of Rs 6 lakh investment.

Similarly, create another facility at a new
location decision option results in two out-
comes or events. Either the demand will be
strong with a probability of 0.8 and a profit
of Rs 9 lakh, or the demand will be weak with
a probability of 0.2 and a loss of Rs 7 lakh
investment. We make small circles to repre-
sent event nodes at the end of two decision
options and branch out the outcomes from it
as shown in Figure B.

The weak demand event will lead to no
further action on part of Nair. The strong
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Weak demand
0.2, -Rs 7 lakh

Strong demand
0.8, Rs 9 lakh

Figure B

demand will lead to another decision node,
where the decision options are either to stop
resulting in Rs O profit or to undertake the
other investment (see Figure C).

At this stage, “expand the existing facility”
and “create another facility at a new loca-
tion” decision options will again result in the
same two outcomes each as earlier (Figure D).
The decision tree diagram is made and now,
we need to evaluate either decision node 2
or 3, as both are at the same distance from
the starting node 1. The roll-back technique
requires the decision nodes at later stages in
the decision tree to be evaluated first, there-
fore, we evaluate node 2.

At node 2, there are two alternatives—
“create another facility at a new locatior.l”
and “stop”. These alternatives are shown in
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Stop, Rs 0
Create another
facility at a
new location

Strong demand

0.6, Rs 10 lakh
— Weak demand
4, -Rs 6 lakh
Expand the
existing facility
: Do Nothing Rs0
Create another
facility at a new
location
Weak demand
— 0.2,-Rs 7 lakh
Strong demand
0.8, Rs 9 lakh
Expand the
existing
3 facility
Stop,Rs 0

Figure C

the first table of the Excel spreadsheet shown
in Figure E. The outcomes of the alternative
“create another facility at a new location,”
i.e. strong demand and weak demand are
also shown along with their probabilities of
occurrence (0.8 and 0.2 respectively) and the
conditional values (Rs 9 lakh and minus Rs 7
lakh respectively).

To obtain the expected value for each out-
come, we multiply the conditional value with
the corresponding probability (in cell E3, we
have entered the formula = C3*D3), We sum
up the expected values of the two outcomes
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Do Nothing

Expand the
exisling facility

Stop, Rs 0

Creato another
facility at a
new location

Weak demand

Slrong demand
0.2, -Rs 7 lakh

0.6, Rs 10 lakh

Strong demand
0.8, Rs 9 lakh

Weak demand
0.4, -Rs 6 lakh

Rs 0

location

Create another
facility at a new

Weak demand

0.2, -Rs 7 lakh Strong demand

0.6, Rs 10 lakh

Weak demand

Strong demand
0.4, -Rs 6 lakh

0.8, Rs 9 lakh

Expand the
existing facility

Stop, Rs 0

Figure D

in cell E5 (by selecting the cells E3, E4 & E5
and then, clicking on the ¥ in the toolbar)
to get the total value as Rs 5.8 lakh. For the
“stop” alternative there is no outcome and its
conditional value is Rs 0. Thus, its expected
value is also 0.

When we compare the expected values of
the two alternatives at node 2, we find that
the value Rs 5.8 lakh is a better option than
Rs 0. Hence, we cancel the “stop” option
by putting a cross (see Figure F) and choose
“create another facility at another location.”

We write Rs 5.8 lakh at node 2 as it is now
the expected value at this node.

We repeat the above procedure for node 3
and choose the option “expand the existing
facility” with the expected value of Rs 3.6
lakh as shown in Figure F. Now, we consider
node 1, which has three decision options. We
construct a table for node 1 on MS Excel as
shown in Figure E. Note that for “expand
the existing facility” option and its strong
demand event, we have added the Rs 5.8
lakh expected value to Rs 10 lakh conditional

he¢eps:/hemanthrajhemu.github.io



.:Jf' (= Ye= et T
wH O QA
ane
o . s

Planning l 83

va®?

LY
1 £ =5
2 Altemative c D
Create another facjj ut

3 a2 new locajg o, g 4 (Tfobabliity  Conditional value Expected value =
b 3|'°ng dgmand | g: .; 7.2
| f e ' | Total "":-
] 1 n

]

9 Node3l

10 Expand the existing facility W : _ |
1" S #ak demang ! 5| -24
: S Stongdemang o4 I
33 1 0 0
| 15

15 Node 1

17 Expand the existing facility

‘Weak dem 24

18 and 04 -6 :
|19 ; Strong demang s 15.8 948
20 Stop = N ~ Total 7.08
21 Create another facility at NeWlocation \eak demand 0 1 g 1 :
2 2 . -1.
2 Strong demang 0.3 126 10.08 -
[+ ¢ v w\Sheetl [Sheet2 [ orest3 / B S, S - y Total 8.68 r
tews [y Asothaese l4f_ | v

\‘Doa‘ﬂf}fﬂl »..4.

Feady

Figure E

value of the strong demand event 1o get Rs
15.8 lakh conditional value for thjs event,

Similarly, for “create another facility at a
new location” option and ts strong demand
event, we have added the Rs 3.6 lakh expected
value to Rs 9 lakh conditional value of the
strong demand event to get Rs 12.6 lakh
conditional value for this event.

Thus, for node 1, we get three expected
values for the three decision options as Rs

7.08 lakh, 0, and Rs 8.68 lakh. The value Rs

8.68 lakh is the highest for the option “create
another facility at a new location.” Therefore,
this is the best option and we strike off the
other two options as shown in F igure F.

Hence, our advice to Nair is that he should
create another facility at Koramangala in
Bangalore and if there is strong demand for
his fast food there, he should expand his
existing facility. Otherwise, he should stop
any further investment,
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T ——
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3.6 existing facility
3
Stop, Rs 0
Figure F
Points to Ponder
* Planning increases credibility and trust * Planning process invariably culminates
with the stakeholders of an organiza- into a control mechanism which helps in
tion.

refining the chosen plan further.
* Planning helps a manager exercise more The decisions taken earlier have an
control in a situation, establish goals pro-

impact upon the decisions to be taken
actively, and consider contingencies, later in the sequence.
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Contingency planning involyes identifying  Operational plans (also called functional plans)
:1111'1' nauve courses of action which can be  are very specific, focused and short-term
I!Ilplcl]](:!llc(l il and when the original plan  plans in line with the tactical (say annual)
proves inadequate because of changing  plans,

circumstances, . . - .
Plan is a.set of actionable decisions which

Decision tree analysis is a technique, which ~ has been selected from among a number of
is used to analyse decision situations that are  alternative sets,
sequential in nature, ing i : i
cquential in nature Planning is choosing a course of action and
Decision-making is a process in which a best  deciding in advance what is to be done, in
course of action is selected out of a set of ~ what sequence, when, and how.
alernatives for achieving a desired outcome.  Planning premises are the presuppositions or
Directional planning is a type of planning  assumptionsaboutthe futurescenariosin which
the plans to be created would be implemented

without goals and points to the positive
keeping in view the business environment.

characteristics of the process,

Goals are the specific means by which the Policies are general statements that explain

ultimate objectives of the organization are  how a manager should attempt to handle
achieved routine management responsibilities,

Mission is the purpose or reason for the
organization’s existence, 1.¢. what business
we are in, what we do, and whom we serve.
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Procedure is a set of step-by-step directions
that explains how activities or tasks are to
be carried out.
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Programme is a schedule or an ordered list of
events to take place.

Project is a temporary endeavour undertaken
to create a unique product or service.

Rules and regulations are explicit statements
that tell an employee what he or she can and
cannot do.

Single-use plans are made for activities which
do not recur or repeat.

be doing in the future (in the long-term),
while tactical planning is all about deciding
how these activities would be accomplished
(in the medium-term).

Strategic plans set out the overall direction
for the firm keeping in view the long-term
objectives to be achieved.

Strategies are longterm plans which are
chosen from a set of possible options after

—~—

careful analysis of the opportunities and
threats offered by the external environment
as well as the strengths and weaknesses of the
organization vis-a-vis COmpetitors.

Standing plans (also called continuing or
ongoing plans) are usually made once and
these plans retain their value over a period of
ayear (oracouple of years) while undergoing
periodic revisions and updates during this
time frame.

Values signify what the organization stands
for and believes in.
Vision is a desired future state of the

Strategic planning has the focus of providing =
orgamzatlon.

directions on what the organization would

REVIEW QUESTIONS e TP —————

1. Define plan and planning.

2. What are objectives? Enumerate the vari-
ous types of objectives and briefly explain 8. What are planning premises? Give some
them. examples.

3. Explain the key points of the MBO 9. Explain the various steps in the planning
theory. process with suitable illustrations.

4. What is a balanced scorecard? How is it 10, What is decision-making? Explain the var-
similar/different from the MBO? ious steps in decision-making.

5. Explain the various types of plans and the ~ 11. What is sequential decision-making? How is
interconnections between them. the roll-back technique useful in sequential

6. What is the hierarchy of plans? Are some decision-making using the decision tree dia-
plans more important than others? gram? Explain with a suitable illustration.

7. Justify with suitable reasoning the impor-
tance of planning.

NUMERICALPROBLEM IkbPbeonnini m——————————-—m,

The R&D division of Medico Pharma, a phar-  decision options—to manufacture the drug, to
maceutical firm based at Ahmedabad, has sell the idea to some other firm, or to conduct

invented an ayurvedic medicine for curing HIV  a market study before taking any action.
posiuve patients. Medico is faced with three
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chances ar¢

55 leading 9
e Wi

pany manufactures the drug, the

30% that the drug will be a succe>” .
a profit of Rs 10 lakh, while the failur
result in a loss of Rs 3 lakh. axkh

A competitor firm is willing t0 pay Rs?

: ; . - before the mar
if Medico sells the idea to 1t b;;jds the study

study, Rs 6 lakh if Medico 504 lakh if Medico

giving positive results and Rs 4]
negative results.

ould Medico fol-
he decision tree

conducts the study giving

What course of action sh
low? Give your advice using t
analysis,
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ORGANIZING AND STAFFING

Learning Objectives

After reading this chapter, you will be able to answer
the following questions:

= What is organizing?

= What are the various principles of organization?

= |n which ways can the organizations be depart-.

mentalized? -

= What is staffing?
= How is selection and recruitment done in orga-

nizations?

Dr Verghese Kurien, aptly known as the father of white
revolution in India, empowered the poor dairy farmers
through the cooperative movement.

= m NATURE AND PURPOSE OF ORGANIZATION

Organizing is the second basic function of a manager amongst the five functions
identified by Fayol (1916), namely planning, organizing, commanding, coordi-
nating, and controlling. Organizing 1s the function of management which
involves arranging human and other resources for the achievement of goals.
After a manager has planned to perform certain tasks, s/he needs to deploy various
types of resources to ensure that the end objectives are met.
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' FlgurF 3:1 shovn.rs the nature and purpose of organization. Organization helps
in identifying various tasks to be performed for the achievement of organiza-
tional goals and assigns them to individuals to perform. It also clearly estab-
lishes the reporting responsibilities, i.e. who would report to whom. It delegates
authority to the managers with commensurate responsibility and accountability
for the discharge of their duties.

It facilitates seamless communication between one individual and the other,
and similarly, between any two departments. It ensures that any two depart-
ments coordinate well with each other in the achievement of organizational
goals. It aids in optimal utilization of financial, physical (like land, buildings
machinery and equipment), material and human resources.

By virtue of planning superseding organizing, organization helps in the real-
ization of plans made by managers. It also helps in nurturing and growing the
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To nurture and grow
the specialization
of labour

To help realize
the plans made

To optimally utilize the
financial, physical, material

by the managers j

To identify and
assign tasks
to employees

Nature and
Purpose of
Organization

To establish who
would report to
whom

To delegate authority
to managers with

and accountability

commensurate responsibility

To facilitate seamless
communication between
individuals and departments

and human resources

To ensure
inter-departmental
coordination

Figure 3.1 Nature and Purpose of Organization

special skills and talents of the employees by virtue of the division of labour (or
specialization of labour).

m Principles of Organization
The four key principles of organization are shown in Figure 3.2. Let us discuss

them one by one.

Division of labour

Division of labour (also called the principle of specialization) was first highlighted
by Plato in 350 BC when he compared the workmanship of people in small
cities with their counterparts in big cities. In his own words:

“Which would be better—that each should ply several trades, or that he should
confine himself to his own? He should confine himself to his own. More is done,
and done better and more easily when one man does one thing according to bis
capacity and at the right moment. We must not be surprised to find that articles
are made better in big cities than in small. In small cities the same workman
makes a bed, a door, a plough, a table, and often be builds a house too......Now
it is impossible that a workman who does so many things should be equally
successful in all. In the big cities, on the other hand......a man can live by a
single trade. One makes men’s shoes, another women’s, one lives entirely by
the stitching of the shoe, another by cutting the leatber.......A man whose work
is confined to such a limited task must necessarily excel at it (Plato as cited by

Cornford, 1959)”
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The application of division of labour principle can be found in contemporary
organizations. The assembly lines in automotive manufacturing have wor
stations in a sequence and on each work station, a worker performs a highly
specialized task. For example, on one work station, a worker fits the head lig.hts
to the chassis of the car which comes before his work station on a moving
conveyor. On the next work station, another worker has the sole task of
ataching the steering assembly to the car chassis. Yet another worker on the
subsequent work station attaches the windshield to the chassis. Thus, workers
are semi-skilled and are trained to perform a specialized task.

At the Hero Honda Motors Ltd factories in Gurgaon, Dharuhera, and Harid-
war, amobike comes off the assembly line in every 18 seconds. Naturally, it would
not be feasible for any single person to assemble a mobike in just 18 seconds. This
signifies the power of the division of labour (also called division of work).

This principle of specialization has major advantages in the form of increased
productivity and decreased per unit cost of production for products having less
variety. However, it has disadvantages like monotony on part of workers who
feel bored of doing the same task over and over again. This anomaly can be
overcome by job rotation of workers (e.g. assigning them to different work
stations after every few months) and by job enrichment (e.g. by adding some
supervisory duties to the task set of a worker).

Delegation of authority

Authority refers to the rights inherent in a managerial position to give orders
and expect the orders to be obeyed (Robbins, 1994). Delegation of authority is
the process by which managers allocate authority downward to the people who

report to them.
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Delegation of authority should be accompanied w_ith responsibility and
accountability on part of the manager to whom the authority has bt‘t‘l.l dc]cgated,
The manager should feel responsible or obliged to pf.'rfurm the duties assigned
to him while using the authority vested in him, Similarly, the manager shoy]g
be made accountable for the resources consumed by him in the discharge of
duties, '

When authority is suitably delegated, it leads to empowerment, in that the
people have the freedom to contribute ideas and perform their jobs in the best
possible ways (Schermerhorn, 2005).

The scalar principle

The scalar principle states that there should be a clear and unbroken chain of
command or line of anthority from the top level of hierarchy to the lowest leye|
by including all intermediate levels. If deprived of such an unbroken chain of
command, the benefits of delegation would not be reaped to the fullest possible
extent by the organization.

Schermerhorn (2005) contends that higher the number of levels in the hierarchy
of the organization, the overhead costs increase, the communication flow slows
down, decision-making becomes tardy and worst of all, the organization may
lose contact with the customer. Therefore, a shorter chain of command is
preferable by way of lesser number of hierarchy levels in an organization.

Unity of command

Unity of command is another classical management principle which recommends
that every individual in the organization should report to a single boss. This is
necessary to avoid confusion on part of the individual if s/he receives directions
and orders from more than one superiors. The situation may get even more
complicated if the individual receives (at times conflicting) instructions from
his/her boss and also from the boss’s boss.

In contemporary organizations, however, there is relatively less unity of com-
mand due to cross-functional teams, matrix organization structures (discussed
later in this chapter), etc. There are however other benefits in such cases which

offset against the confusion resulting due to lesser/lack of unity of command in
such scenarios.

THE SAGA OF VERGHESE KURIEN AND AMUL

Verghese Kurien was born on 26 November Engineering (Mechanical) with honours in 1944
1921 .in Calicut, a seaport now known as from Madras University. He completed special
Kozhikode, in the state of Kerala in south- studies in engineering at the Tata Iron and Steel
western India. He received his Bachelor of Company Institute ar Jamshedpur, Bihar, in
Science degree in 1941 and his Bachelor of February 1946. Nine months of speciali,zzd

ajhemu.github.io




raining 10 dairy enpineerd

National D“i”2“‘*°il‘lltntll:::‘il:l‘l,""[“""’ W the
(in the former state of ]\_1).““1‘) I*'L .U Bangalore
dairy engineering was un ey ;I ,"ll,llt"t' study in
Michigan State Univt'rsily Wht:l':'llllt-m I‘IIL' US at
a degree of Master of Science in\\]f\.:lsl.llxlv;u-('lcd
Engineering with distinction in 1948 echanical

T nak :

: Lfm]‘ atme, I took Up ajob in the Kajra
District Ctmpcm.uvc Milk Producers’ Unie :
at Anand by accident, My specializatio ion
metallurgy and the chairman of Sel:ﬂ:\(’;\;
R aLIsee fora British Governmen scholar-
ship dcc"écd to give me the granc only jf |
chose 1o become  diry cngincer,” says th
Michzgan .Smw University alumnuys, Soaked
in th:e natl_ox_ml fervor.thcn and also to stand
by his decision to quit his apprentice job at
TISCQ (because his uncle John Mathai was
the director of T:at'a Industries and he didn't
want to be a privileged apprentice), Kurien
took off for the US in 1946, only to return 1o
India to take up his assignment at Anand in
1949. Hunting for a place to stay, he ended up
renting a ramshackle garage near the dairy.

Joining the Dairy Department of the
Government of India, he was posted in May
1949 as Dairy Engineer at the Government
Research Creamery, a small milk-powder
factory, in Anand. Seven months later, he
resigned to become the manager of the Kaira
District Cooperative Milk Producers’ Union
in the same town. The Anand area, then in
Bombay State and now in Gujarat, was being
developed as the major outside source of
milk for the Bombay Milk Scheme and the
Kaira Union was the principal instrument
through which the necessary increase of milk
production was being achieved.

Bringing technical and administrative
competence to the enterprise, Kurien's
abilities have been complementary to the
organizing talents of Tribhuvandas K. Patel,
founder and then president of the Union.

——‘
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Under the Colombo Plan, !(urlcll ‘IVI-:
awarded a Senior Fellowship 1n 'chln
1952 for advanced training in d;ufy‘ r-l:}
design and dairy engineering in New Zealan

o Jevant to the
and Australia, The study was relevant t

Union’s plan to replace its unccunox}uc -Ufh
small dairy with a modern plant of muc
larger capacity. :
t;\lrc.ully rc);ognizcd as a IC'.I({ill.g figure 1n
dairy development in India, Kurien Was ﬂf;
official Indian delegate to the Il.ncrll-’ltlom
Dairy congresses held in Rome 11 1956 and
Copenhagen in 1962, He received the 1963
Ramon Magsaysay Award for Community
Leadership. _

In the predominantly vegetariar
of South India, milk provides protein .afld
cooking fat called ghee. For centuries, families
kept their own milk cattle, usually buffalo. In
Greater Bombay, as the population ex'p:.md?d
beyond the island city to over three million in
the 1960s, the cattle became a major problem.
Crowded into unsanitary stables in congested
residential areas, many animals died due
to lack of grazing or other feed. Producers
began to overcharge for milk which was
often contaminated and adulterated and in
ever shorter supply.

D. N. Khurody began, in the early 1940s,
to evolve the scheme that later revolutionized
the processing and marketing of milk in
Bombay (now Mumbai). Before becoming the
Dairy Commissioner and Joint Secretary to
MaharashtraState, he wasMilk Commissioner
of Bombay City. In that capacity, he argued
persuasively for government support and
carried to implementation in 1949 the Aarey
Milk Colony. Located 20 miles north of
Bombay City (at Goregaon), this largest
dairy establishment in Asia is a combination
of model dairy farms and milk pasteurization
plant. It distributed clean milk of controlled
quality and price to about one-and-half
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million city dwellers and over 300 hospitals
and institutions (in the 1950s). Also purchased
from Aarey by the Bombay Municipality
was the milk issued free daily to some 72,000
undernourished school children (in the
1950s).

At the Aarey Colony, cattle owners paid
rent for farms and the plant bought the milk.
In the 1950s, over 20,000 cattle had been
removed from Bombay city and suburbs by
this means. With proper care, milk yield per
animal increased from 18 to 20 per cent and
thousands of calves and buffaloes had been
saved from starvation or slaughter. A second
plant at nearby Worli which began operation
in 1962, was designed to service similarly the
other one-half of the city population.

Bombay’s growing demand for milk also
provided the basis for a new rural way of life
around Anand, some 200 miles inland. Here
Tribhuvandas K. Patel and Verghese Kurien
developedtheKaira District Cooperative Milk
Producers’ Union. It was organized in 1948
by combining two village milk producers’
societies and a dairy processing 500 pounds of
milk daily. The then President of the Union,
Patel was the organizing genius in building
this cooperative effort. As Manager, Kurien
provided the necessary administrative and
scientific direction to a hardworking staff of
specialists, labourers and villager-aides. Rapid
expansion, by 1962, had brought into the
Milk Producers’ Union 219 farmer societies
with 46,400 members. Milk processed in that
year grossed over US$ 6 million.

The Kaira Union was encouraged by the
then Bombay State Government, which
contracted for its entire supply of pasteurized
milk at stable, premium prices. Veterinary
and technical aid was extended to villagers
and the Public Works Department built new
roads to facilitate collection of milk from
outlying villages. Providing repasteurizing

and distribution facilities for the milk fropm,
Anand was the Aarey Milk Colony near
Bombay.,

A substantial increase in dry season milk
production at Anand was stimulated by year.
round requirements of the Aarey Colony,
To absorb the surplus thus created during
the more productive winter months, the
Kaira Union ventured into milk processing,
Generous financial assistance came from the
Bombay Government and other help from
UNICEF, New Zealand under the Colombo
Plan and several foreign countries. The new
plant was the first in India to produce milk
powder, condensed milk and special powdered
milk for babies. It was the first in the world
to convert buffalo milk into powdered milk.
Now marketing these products under the
trade name of AMUL through their own all-
India sales organization, the Union has often
expanded its operations to meet mounting
orders. These advances raised the quality
of the dairy industry in Anand as farmer-
owners under tutelage of their Union leaders
gradually accepted new ideas of feeding and
caring for cattle and handling milk.

Amul is the pioneering concept of dairy
co-operative movement that started in India
during 1946. The movement is synonymous
with empowering the farmer and especially
the rural women. India has today become the
largest producer of milk in the world, thanks
to this movement which has been successfully
replicated in about 70,000 villages in over
200 districts in India. Amul is also one of the
largest food brands in India with an annual
turnover of $500 million, and with products
ranging from milk, butter, ghee, cheese,
chocolates, ice-creams, and pizzas.

In 2005, Amul became the first Indian dairy
products exporter to achieve a mark of Rs
100 crore in revenues. The year 2005 ended
with an export turnover of Rs 115 crore (Rs
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3,000 Automatic Milk Collec: about
Units (AMCUS) ¢ village Ollection Systerm

! OCieties to ¢4 ture
member information, milk fa corient
3

volume of milk collected, anq Payment made

throughout the organiz,
thousands of farmers ¢
milk coll.ection Centers every day (morning
and evening). They have bee

identification cards, which they insert in the
AMCUS. The machine starts displaying the
member’s details on the computer monitor
attached to it. The quantity of the milk
brought by the farmer is measured and the
machine also measures the fat content in the
milk. Accordingly, the machine generates a
printed slip to the farmer stating the value
of the milk, to be carried to the adjacent
payment counter to receive the full payment
instantaneously.

Earlier, before this automation, the
farmer-members were given paper passtOkS
and every time milk collection was done,
the quantity of the milk taken fro.m the
member was written on it. For measuring the
fat content, a small sample of the milk was

hrong
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collected in a pouch to be taken to the lﬂb;fl(:r
testing, This process normally used to t ulj
4 week, only after which the farmer coh
receive the payment. Thus, it is obvious that
this initiative has helped Amul to collect
about 6 million litres of milk every day from
around 2 million members with seamless
accuracy and immediate payment to the
farmer-member. _

Milk being a perishable quantity, every
minute saved in the collection process helps
in its early preservation and subsequent value-
adding processes. Even the end-products have
alimitedshelflife and hence, it iscommendable
for Amul to meticulously plan and execute all
the operations with a clock-work precision,
especially in view of its mammoth scale of
operations. In the operations management
jargon, the supply chain practices of Amul
are akin to just-in-time (JIT) system and the
rigorous time schedules followed by its 5,000
odd trucks twice every day for bringing milk
to about 200 milk processing plants may
qualify for “Six Sigma” level of precision.

Amul has implemented a customized
ERP system designed by Tata Consultancy
Services (TCS), which can be plugged into
various points of the supply chain and the
external system. Amul has connected all its
offices and member dairies through VSATSs
and is in the process of web-enabling its entire
supply chain (including transporters, member
manufacturing units, suppliers, depots, and
the entire field force) so as to capture key
information at source and use it for decision-
making,

A unique initiative of Amul is the use of
Geographical Information System (GIS) by
superimposing the product-wise sales data on
themapofIndiademarcatedintozones/depots
in the GIS. This helps in sales and distribution
planning. Amul’s GIS also captures farmer-
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member census information including animal
ata. This way Amul is able to extract

census d
information relating to milk production

and productivity of animals region-wise in
Gujarat. Not only has it helped in predicting
milk production levels, but also in suggesting

remedies for lower milk production rate in a
region. This GIS is capable of being used for
monitoring veterinary health and controlling

the outburst of any diseases.
Amul has repeatedly redefined the way

business is done. In its endeavour to eliminate
middlemen and bring the producer-farmer

Discussion questions

1. Critically analyse and discuss the
organizational = capabilities of Verghese
Kurien in empowering the poor milk

farmers.

closer to the end consumer, Amul has

started a cyberstore gifting service capable
in 125 cities

of directly servicing customers 1
across the country. Distributors can directly

lace orders through Amul’s extranet known

as Cyber Amul (www.amuleb.com). As a

result, Amul has been receiving queries from

overseas agents for distributing its products,
Amul has recently become the world’s biggest
brand of vegetarian cheese (manufactured
using rennet from either fungal or bacterial
sources rather than animal sources).

2. How important is the role of technology
in organizing the collection of milk by

Amul in villages?
3. Discuss the key learning you

from this case.

have taken

m Types of Organization Departmentation

Departmentation is the way in which an organ
activities. As shown in Figure 3.3, there are many w
can be departmentalized. We shall take s
to note that large organizations may use
methods in their organization structure.

types of departmentation.

ization groups its various
ays in which organizations
ome examples of organizations in India
a combination of departmentalization
Let us first discuss the fundamental

Product

Functional

Geographical

Virtual or
Boundaryless D Customer
Departmentation
Network A Process or
Equipment
Figure 3.3
Team Project or Types of
Matrix Organization
Departmentation

Lttps://hemanthrajhemu;sithub.io



o

5

taffing l 97

izing and S
Functional departmentatigy Organizing

n this form of departmep,

Ation simi
wgt’lht‘r. t\s Shnwn in I ' “lll-lr

. ‘igure k)
finance, and human regoypee E

Activities or functional areas are grouped
S FeDO the directors of operations, marketing,
POrtto the Chief Executive Officer (CEO)-

WL @l
Director Director e Figure 3.4
cRiow  tnany g o | o
o Departmentation

A major ad.vam_a-ge of this kind of departmentation is that the principle of
specialization is utilized to bring about efficiency in the organization. A major
dfaWbile is that the complete focus upon functional areas at lower level of the
hlerarch?r leaves the responsibility of the overall performance of the organization
on the higher level.

Figure 3.5 shows a functional form of departmentation in a hospital, whereby
the functional areas are medical services, non-medical services, nursing, and
hospitality services. The head of medical services oversees the doctors, manager
(npatient services) and manager (medical records).

The head of non-medical services is reported by manager (maintenance),
manager (outpatient services) and manager (billing and insurance). All the nurses
report to the head (nursing). The head of hospitality services has manager (food
and beverages) and manager (housekeeping) under him.

Product departmentation

An organization which is into manufacturing many products may find the
functional departmentation too slow to respond to the market changes for
various products. A product departmentation as shown in Figure 3.6 is more
suitable for such organizations. For example, vice-president (soaps), vice-

president (detergents), and vice-president (cosmetics) all report to the president
of an organization. Each of these vice-presidents has GMs with functional

responsibilities of, say, marketing, manufacturing, and supply chain management

of their respective products.
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Figure 3.5 Functional Departmentation in a Hospital

A major advantage of this kind of departmentation is that the managers
responsible for their products get the opportunity of managing all the facets
and functional areas in totality. Later, it becomes easier for them to don the
role of the organizational head, as they have experience of managing complete
entities rather than only a functional area. A major disadvantage of this form
of departmentation is the duplication of resources in the various product
divisions.
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Figure 3.6 Product Departmentation

Geographical departmentation

Geographical departmentation is the grouping of the organization according to
theterritorial areas, nationally or internationally. This kind of departmentation s
suitable for organizations operating in various markets scattered geographically.
Figure 3.7 shows the geographical departmentation in which the GM (sales)
is reported to by the regional managers of the four regions in which India is
| segregated, namely north, south, east, and west. The regional managers are, in
. turn, reported to by the managers covering various states.

Figure 3.8 shows the organization structure of a Navratna public sector unit
(PSU)=NTPC. It can be noted that the upper part of the structure is organized
as functional departmentation with functions like HR, Fmagce, Pr ojects, etc.,
while the lower part is departmentalized as per the geographical territories like
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Departmentation

Northern Region (NR), Southern Region (SR), National Capital Region (NCR),
etc. The Executive Director (SR) is reported to by the GMs of the three plants at
Ramagundam, Simhadri, and Kayamkulam.

A major advantage of geographical departmentation is that the managers can
focus upon the unique requirements of their region. The challenge however is
for the top management to coordinate and control the managers in geographi-

cally dispersed regions.

Customer departmentation

The focus in customer departmentation, as the name implies, is upon the
customer. Here, managers are assigned different types of customers to service.
For example, as shown in Figure 3.9, 2 GM takes care of institutional customer
accounts (these are companies which give bulk orders), another GM is in charge
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Figure 3.8 Organizational Structure of NTPC (Source: Jha, 2007)
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Figure 3.9 Customer Departmentation

of consumer sales (individual customers), the third GM is into government sales,

and the fourth GM services overseas customer accounts.
The biggest advantage of such a departmentation is that the managers are able

to address their customer’s needs promptly and as per their unique requirements,
while building long-term relations with them. The drawback however is under-

utilization or duplication of resources for various types of customer divisions.
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Process or equipment departmentation

_Proccfs or equipment departmentation is found in manufacturing organizat

in which parts of the production process are segregated to improvg efﬁm'nc’rls
in the system. As shown in Figure 3.10, the plant head is reported b Asc'mn
Gc:,eml Managers (AGMs) for the machine shop, foundry, final :1sse?’mblmlt'ant
engine ;tss?mbly. and the paint shop. This kind of dcpmm;ntation can bz de,
on the basis of the equipment types as well. For example, welding, drilling, l;:;:

machining, etc.
.! AN
‘JQ ,‘é

Plant Head

J
;L

¥ _
@, L

; AGM (Machine AGM ™ __AGM AGM AGM
ll::gure 3.10 Shop) (Foundry) (Fmangssembly (Engine (Paint Shop)
Drocess . ine) Assembly)

epartmentation

Such a departmentation is especially useful when the variety of products
manufactured in the plant is very large. However, when the variety of products
produced s relatively less and the products can be grouped into similar processing
requirements and sequence, this departmentation would be rendered less useful.
The manufacturing cells (based upon a cellular layout) containing different
machines organized in the processing sequence of a product group have been
found to be more efficient in that scenario.

Project or matrix departmentation

Project or matrix departmentation is a form of hybrid departmentation in
which any two types of earlier discussed departmentation are conjoined to
address a unique requirement. For example, the functional departmentation can
be conjoined with product departmentation in a manner as shown in Figure 3.11
whereby personnel from different functional areas like mechanical engineering,
electrical engineering, civil engineering, etc. are assigned to (say, new product
development) projects.
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Figure 3.11
Project
Departmentation

The personnel are either assigned to the projects on a full-time or part-time
basis depending upon the extent of their involvement/requirement in the
projects. During the period of their involvement in projects, such employees
have dual reporting—to their functional head and the project head. The extent of
authority vested in the project head on such personnel deputed from functional
departments can vary on a case to case basis. After the culmination of the project,
such personnel are sent back to their respective departments to perform their

routine duties.

A major advantage of this departmentation is the congregation of people with
varied expertise in the project team to facilitate the cause of the project within
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a specified time fmrpc. The disadvantage is difficulty in control mechanisms and
performance appraisals due to dual reporting of such employees.

Team structures

In contemporary organizations, informal and formal teams have become com.
monplace. The phenomenon of quality circles and TPM (Total Productive
Maintenance) circles were instrumental in the creation of informal voluntary
teams of workers in organizations during the 1980s and 1990s. These teams m'e?c
formed voluntarily by workers to find workable solutions to problems faced in
their work domains/machinery or to find better ways of doing things.

Concurrent engineering. It is a product design approach in which the design team
includes personnel from the marketing department (to specify the customer
requirements), engineering department (to look at the feasibility of the design),
production department (to suggest if production capability exists for the design),
materials department (to give inputs about the materials availability according to
design specifications), and finance department (to suggest financial feasibility of
the design) in addition to the design department. Thus, concurrent engineering
involves a team structure.

This approach is radically opposite to the classical sequential product design
approach in which design process takes place in stages moving from one
department to other. Thus, the interdepartmental concurrent engineering teams
save a lot of time and effort unlike the sequential approach in which feedbacks
between departments, at times Jeading to rejections of the suggested designs at

later stages, results in wastage of a lot of time and effort.

Network structures
Network structures are relatively a-new phenomenon whereby organizations

have started making alliances and collabourations with their vendors, which
extend beyond the conventional supplier-manufacturer relationships. The trust
and confidence exhibited by organizations in treating their vendors as close

artners has been the hallmark of recent times. Outsourcing is just one brick of

this radical phenomenon.

With its Scorpio SUV, Mahindra & Mahindra (M&M) has broken the
unspoken rule that says automakers must design, engineer, and test their own
vehicles while spending hundreds of millions of dollars in the process. Along the
way, they can divvy up contracts to suppliers who will build the components

suppliers had been suggesting for

for them. Mahindra, instead, tried something
years. The company built a brand-new vehicle with virtually 100 percent supplier
involvement from concept to reality for $120 million, including improvements to

the plant. The new Mahindra Scorpio SUV had all of its major systems designed
directly by suppliers with the only input from Mahindra being performance
specifications and program cost. Design and engineering of systems was done
by suppl.iers, as was testing, validation, and materials selection. Sourcing and

engineering locations were also chosen by suppliers.
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Tatas are trying to bring a new dimension to the network structure l||r¢1|1;§|l
their ambitious Nano car project, In view of the socio-economic dimension i
manufacturing the car, the company is looking at small satellite units, with jlt'fY
low break-even points, where the cars would be assembled, sold, and .;crwc'cd.
Tatas are planning to encourage local entreprencurs to invest in these units,
and to train these entreprencurs to assemble the fully knocked-down or semi-
knocked-down components that Tatas would send to them, These entrepre
neurs would also sell the assembled vehicles and arrange for their servicing, I'his
approach would replace the dealer, and, therefore, the dealer's margin, with an
assembly-cum-retail operation that would be combined with very low-cost s¢r*
vice facilities.

Boundaryless organization

Leading-edge web-based technologies have brought radically new organization
structures called virtual/boundaryless into existence. A typical example 15 that
of “Wikipedia” (www.wikipedia.org), which has become the world’s biggest
online encyclopedia just within a short time span after its launch on 15 January
2001. The Wiki technology has allowed the updating of the Wikipedia content
by anybody across the globe at any point in time. The whole content has been
added by volunteers, who also act as watchdogs and promptly eliminate any
discrepancies on the pages of their interest in Wikipedia.

Wikipedia has content on virtually any topic and has become the most popular
source of ready-to-use information. Wikipedia is written collabouratively by
volunteers from all around the world; anyone can edit it. Since its creation in
2001, Wikipedia has grown rapidly into one of the largest reference websites,
attracting at least 684 million visitors yearly by 2008. There are more than 75,000
active contributors working on more than 10,000,000 articles in more than 260
languages. As of December 2008, there are 2,677,698 articles in English. Every
day, hundreds of thousands of visitors from around the world collectively make
tens of thousands of edits and create thousands of new articles to augment the
knowledge held by the Wikipedia encyclopedia.

Wikimania is a conference for users of the wiki projects operated by the
Wikimedia Foundation. Held every year at a new international location,
Wikimania is organized by volunteers, who are the users of Wikipedia.

As mentioned earlier, most large organizations incorporate a combination
of departmentation types. In the organizational structure of the State Bank of
India shown in Figure 3.12, functional departmentation is evident with National
Banking, Rural Business, Mid-Corporate, Corporate Banking, International
Banking, Global Markets, and Associates & Subsidiaries.

Under the National Banking functional unit, customer departmentation has
been done with Personal Banking Business Unit, Government Business Unit,
Small & Medium Enterprises (SME) Business Unit, Banking Operations, and
Marketing-Cross Selling.
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Figure 3.12 Organizational Structure of the State Bank of India (Source: SBI, 2008)

Geographical departmentation has also been done for National Banking and
Rural Business jointly in the form of Local Head Offices (LHOs), Regional
Offices and Branches.

Figure 3.13 shows the organizational structure of Tata Tubes (a strategic
business unit of Tata Steel). The functional departmentation is evident in the form
of Financial Controller (FC), Head (Strategy), Head (Tech group), Head (IT),
Head (HR/IR), etc., while geographical departmentation has been done through
Regional Sales Managers (RSM)—North, East & Export, South, and West.

Figure 3.14 shows the organizational structure of Infosys with functional
departmentation on the top in the form of Chief Operating Officer (COO),
Chief Financial Officer (CFO), Director & Head (Administration, Education
& Research, Human Resource Development & Infosys Leadership Institute),
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Figure 3.15 shows the various committees in the governance structure
of the Tubes SBU (Strategic Business Unit) of Tata Steel. Evidently, the
audit committee, SHE (Safety, Health & Environment) committee, disastey
management committee, general and central safety committees are all standing
committees at the Tubes SBU. An example of ad hoc committee can be the
vigilance committee set-up to investigate the charges of corruption against an
official in an organization. The committee is dissolved after it comes up with the
report of its investigations to implicate or evict the concerned official.

Figure 3.16 shows the various advantages and disadvantages of committees,
Due to the involvement of many individuals in a committee, there is a generation
of multiple ideas and alternative approaches to problem-solving. Thus, the
likelihood of arriving at better solutions increases in a committee compared to an
individual’s solution. The decisions taken by the committee are more acceptable
to all (including the members of the committee) due to “joint-ownership” of
these decisions by the members. Even if there is dissonance between members
during the process of decision-making, the final decision is owned by everyone.
At the very least, every member understands the rationale behind the decision

and hence, the chance of its successful implementation increases.

Reduces the chances
of corruption/abuse Saves any individual
of power from facing the

Decisions arrived at are more :
acceptable due to “joint- displeasure of people
ownership" by members A affected by the decision
Better solutions to problems [: Ad"anfagesq Provides learning opportunity
possible due to multiple ideas for less-experienced managers
and alternative approaches/ to learn the skills of negotiation
suggestions by members and teamwork
L { Committees | ' ]
O of b A / \ | Heavily dependent upon the
aggressive members chairperson's skills to create a
may influence the . synergy and to avoid wastage
decﬁ’sion DD'“ dva ntagem of time and effort involved
No accountability for ;; Tie-up time and effort
the decisions taken . of all its members and
on any individual Best solutions may | | hence, are expensive
be overlooked in

order to arrive at
a “consensus”

Figure 3.16 Advantage and Disadvantages of Committes

By virtue of many individuals involved in a committee, the possibility
of corruption in its dealings or the abuse of power by an individual reduces
considerably. Certain decision taken by the committee may displease the persons
affected by it. For example, if a vigilance committee implicates an official in a
case of corruption, it is natural that this official would not be happy with such
findings/decision of the committee. However, since such a decision is made by
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m Centralization Vs. Dece
Responsibility

Centralization and decentralization,
about the degree 1o which

ntralization of Authority and

just like delegation of authority, are also

. authority and responsibility is concentrated or
dlSpL’I‘St‘d-‘HO“‘«'e\:BI’, there is an important difference between the two concepts.
Decentralization is a much broader concept and refers to the extent to which

upper management delegates authority downward to divisions, branches, or

lowertle\'el orgamizational units, whereas delegation usually refers to the extent
to which individual managers delegate authority and responsibility to the people
reporting directly to them (Megginson, Mosley & Pietri, 1986). The delegation
of authority should allocate commensurate responsibility i.e. when one is given
rights, one also assumes a corresponding obligation to perform (Robbins, 1994).
The decision of Alfred P. Sloan to decentralize General Motors (GM) in 1921 is
considered to be the first large-scale use of this approach (Dale, 1955).

The concept of centralization and decentralization has been defined from
three perspectives: hierarchical, concentration, and participation. In Steer’s (1977)
definition, centralization was viewed as the extent of power and authority held
at the upper levels of the organization’s hierarchy. Decentralization referred to
the extent of power and authority extended down through the hierarchy.

In contrast, the concentration approach is typified by the work of Hage and Aiken
(1970) and views centralization as the concentration of power and decision-making in
the hands of a small proportion of individuals, regardless of organization level.

The participation perspective is characterized by Hage’s (1980) assertion that
the key to defining decentralization is the scope of actual participation or influence
across hierarchical levels and substantive departments. In this approach, rather
than the hierarchical position of the decision maker or dispersion of decisions
across levels, the extent to which members participate in the decision process was
viewed as the discriminator between centralization and decentralization.
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Advantages of decentralization

The various advantages and disadvantages of decentralization have Been
highlighted in Figure 3.17. By virtue of its requirement for middl. __,
lower managers to assume authority and responsibility (1o take decisi,

decentralization helps in grooming these managers to assume more Impo =

-

. . g =
roles as future leaders of the organization.
—_—
Creates an |
organizational |
environment conducive : |
_ 1o healthy competition Nurtures manager:al | {
Leads to more equitable creativdy and ' |
performance appraisal f E ingeruty { l
. ) D Advanta esﬂ - T {
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[ — Decentralization -—
Requires suitable training 4 A Needs beefng up e manags- ||
of managers and the ;‘f’a‘; »ﬁf‘ffﬂ :f:’::‘_ LT
[+91 = LCAre = |
expenses thereof Disadvantages belier Goact :_"6_:_';_"&_‘3 , !
! > P | il
Often results in discomfort v
to and resistance from gﬁws !
estiments 1

managers used to operating || Mistakes in decision- in refining and
in centralized organizations || making on part of less re‘t:r;-‘sh‘ﬁg the
experienced managers pﬂf.‘:;'na;:xu -
may prove costly for sl vlics
the organization b .

Figure 3.17 Advantages and Disadvantages of Decentralization

In a decentralized organization, the performance of the managers is gauged on
the basis of results achieved and objectives met rather than just their personality.
Hence, the performance appraisal systems become more equitable.

The relatively liberal and open environment in decentralized organization leads
to healthy competition amongst managers, who vie with each other to achieve
more for the organization by using the authority and responsibility vested in
them. Such an environment also nurtures creativity and ingenuity by allowing
the managers to think rationally and act responsibly for best possible outcomes.

Last but not the least, decentralization at times means quick decision-making by
managers on the site locally rather than to wait for decisions from the headquarters
(ina centralized organization). This results in improved flexibility and responsiveness
to the customer’s demands, which turns into a competitive advantage.

Disadvantages of decentralization

As every coin has two faces, decentralization has advantages as well as
disadvantages. In order to make sure that the managers are well equipped with
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JRD'S DECENTRALIZATION AND RATAN'S CENTRALIZATION FOR THE
TATA EMPIRE

Jehangir Ratanji Dadabhoy (JRD) Tata
was born in Paris on 29 July 1904. His
father was a first cousin of Jamsetji Tata, a
pioneer industrialist in India. JRD became
the chairman of the Tata Group in 1938.
Under JRD’s Chairmanship, the number of
companies in the Tata Group, grew from
15 to over 100. Monetarily, the assets of
Tata group grew from Rs 62 crores to over
Rs 10,000 crores. He founded India’s first
commercial airline, Tata Airlines in 1932,
which in 1946 became Air India (now India’s
national airline).

In the 53 years that the late JRD had been
chairman of the group, Tata businesses were
run in what even insiders call “an unstructured
manner.” JRD picked his managers—the
Russi Modys, the Darbari Seths, the Sumant
Moolgaokars, the Ajit Kerkars—and gave
them little short of complete control over
their businesses. According to Fredie Mehta,
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an erstwhile director of Tata Sons, “That was
JRD’s style. He had this genius of identifying
and inspiring geniuses that he saw around
him.”

Once he did that, JRD would give them
near-entrepreneurial freedom, rarely stepping
in the way of their decisions. Such an
approach had its pluses. JRD’s chief executives
enjoyed tremendous opportunities to give
vent to their entrepreneurial or managerial
skills. And many of them emerged winners.
For example, Seth built the group’s tea
and chemicals businesses; Mody ran Tisco
without even a whisper of industrial relations
problems; the late Moolgaokar fashioned
Telco into an impressive engineering giant;
Kerkar took a one-hotel operation and turned
it into a 10,000 room international business.

But JRD’s policy was like a double-edged
sword. On the minus side, his managers got
used to the freedom and ran their companies
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the way they wished, almost like they were
their own little empires. Says a Tata group
insider: “Somewhere along the way, things
got hazy and managers began to function
like owners.” The fact that the group had
no effective retirement policy for its senior
executives did little to prevent that. Observes
a Bombay management consultant: “JRD
himself decided to hang up his gloves at 86
and his managers who were in their seventies
were not in a hurry to retire.” Says a close
associate of the Tatas: “It may not be nice
to say so, but it was JRD who allowed these
people to stay for too long.”

Ratan Tata, an architecture graduate from
Cornell University in 1962, currently serves
as the group’s Chairman. When JRD Tata
chose this distant, not so successful relative
as his successor, no wonder it raised many
an eyebrow. During the time Ratan Tata
became Chairman in 1991, the group apex
company Tata Sons hardly held sway over
the bigger Tata companies because of its low
shareholdings (Tatas held minority stakes in
group companies ranging from 0.01% to 15%
at that time). :

As over 80 percent of Tata Sons was held
by charitable trusts, which could not sub-
scribe to rights issues, the group had in the
past tried to work on a proposal that could
circumvent the problem. The idea was to get
group companies to subscribe to fresh Tata
Sons equity and thus enable the apex com-
pany to increase its holdings in the group
companies.

In the late eighties that plan got stuck,
chiefly because group satraps like Russi Mody
resisted the move and Tata Sons shareholder
Shapoorji Pallonji Mistry (a building magnate
who holds 14 percent) couldn’t be persuaded
todilute his holding. However, after assuming
charge, Ratan was successful in increasing
the shareholdings of Tata Sons in the group
companies.

_'I:ata Sons determined that it would require
rasing a capital of Rs 7 billion in 1995-96, to

realize a 1% increase in stake in each of the
major Tata companies. To raise the necessary
funds Tata Sons invited subscriptions to a
Rs 3 million rights issue on September 1995,
The shares were made available to Tata
group affiliates (at a premium) through the
renunciation of shares by various charitable
trusts (having the rights). The additional
money was raised by internal accruals, deb,

and other strategies.
Ratan Tata’s second parallel strategy to

assume control of his empire was to oust
JRD’s entrepreneurial chieftains. A typical
example is that of Ajit Kerkar. The man who,
at age 28, found a badly managed, shoddily run
hotel thrust on him courtesy JRD Tata; the
man who in his own quiet and unassuming
fashion not only turned it round and made
it the happy hunting ground of the elite in
Bombay but went on to build a chain of classy
hotels across the country; the man who is
widely credited with having built up Goa as
the playground of the international tourist.

What is ironic, perhaps, is that Kerkar’s
troubles in 1997 stemmed from the desire
of Ratan Tata to assume control of the high
profile Indian Hotels Limited—ironic, given
that at the outset, the Tata business empire
had flatly refused to finance Kerkar’s plans for
turning it around. At the time Kerkar—one
of the supermanagers installed by JRD Tata,
and given full freedom to run the different
wings of the family empire in their own
individual ways—just went ahead and floated
different companies, with different partners,
to fund the expansion of the flagship Ta
Hotel. Thetrick worked,and Kerkar promptly
set his sights on Goa which, he figured, could
become the next hotspot on the international
tourist’s itinerary. Again, the Tatas are said to
have found the idea a shade too risky to sink
their capital in. Kerkar, unfazed, just went
ahead and raised the capital he needed from,
who else, the rich and the famous clientele
of the Hotel Taj, to such good effect that the
Fort Aguada resort was opened in 1974.
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By the eighties, Kerkar

once sick hotel intg a cha

commanding the fierce loyalty of his employ-
ees right up, and down, the hierarchy,
The memoirs of Adi Modi, one of the

hculcn_ams of Kerkar clearly indicates how
authority was de] '

Hotels' restaurants division)
My biggest mistake w

35 to have a lack of

i the middle of the night asking me to come
to London. The call came through at about
-

250 am from my chairman,
He said: T want you immedjar
London. I need you here

Four hours later, T was op an Air France
flight. When I got 1o London, I went straight
to the place where my chairman wanted to
Slart a restaurant, which was formerly Baileys
Hotel on Gloucester Road, West London. In
those days, it was an absolutely ramshackle
place. I said: “Whar the hell have got myself
into?” They had a room booked for me: |
stll remember the number, 410. The room
was chocolatecoloured and it was like 2 huge
playground. The bathroom was pint-sized
and dark green. I said: “Where have I come
to?” It shook me to my bones.

Then I got a call asking me to come down
to the lobby. My chairman was there and
said: “Thank you for coming, please follow
me.” I followed him to a large space and he
said: “I want you to do an Indian restaurant
here. I don’t know how you are going to
do it but from today, it's your problem.
There’s £300,000 in the bank and you have
a0 executive engineer to help. By September

Ayt Kerkar.
ely. Leave for
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30, I want the restaurant to be ready.” "

The place he showed me had all bro t‘rﬂ
equipment stretching up to the ceiling, 151t
or 18ft high. I said to myself: “Have [ bc:'n
demoted? Did I do such a bad job before?” I
had always worked in five-star hotels. [ went
back up to my room with tears in my eyes.
Can you imagine being an assistant. general
manager of a 250-room brand-spanking new
hotel and then going to this?

But slowly it got done. We took on
contractors and got the restaurant SI'a!'If-'d-
['began to gain confidence and once it was
ready and my chefs came in and we started
producing food, 1 knew it hadn’t bccn. a
mistake to come and it was going to be a hit.
When we opened in December, it was a total
success. And it has been such a success ever
since that we have expanded from a 90-seat
restaurant to having room for 265 diners.

I'began to see that my chairman was right,
and that he had seen the potential in the res-
taurant and in me. Now I realize that it was
my mistake to doubt that,

It is, perhaps, this loyalty of subordinates
and colleagues in IHL that is at the root of
Kerkar’s exit from IHL in 1997. His troubles
began with Ratan Tata’s installation at
the head of the family empire. Unlike the
founding father of the Tata clan, who believed
in appointing top-draw managers and giving
them their heads—Ratan Tata proved to be
less trusting of his managers. Given that the
Tatas hadn’t provided little input, financial
or otherwise, into the building up of IHL,
Kerkar figured he didn’t need Ratan to start
telling him how to run his ship.

Then Ratan Tata came up with the rule
that the various outposts of the Tata empire
should pay the mother company a hefty
sum (0.10% to 0.25% of each company’s net
income excluding taxes and non-operating
profit depending upon its association with
the brand) for the use of the Tata brand
name—and again, Kerkar said njx to that,
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Kerkar also refused to consider Ratan's idea
that the Tata name be incorporated into the
IHL brand-name.

All hopes of a smooth transition, howev-
er, faded when Bombay House nominees R.
Krishna Kumar, managing director of Tata
Tea, and S. Ramakrishna, managing director
of Tata Industries, were tipped to take over
as managing director and deputy managing
director of IHL, respectively.

Upset that the nominees from within
Indian Hotels—Camellia Panjabi and Leonard
Menezes, both executive directors on the IHL
board—were being given a raw deal, Kerkar
decided to refuse the post of non-executive
chairman, decided to quit the board and to
make a few telling points on his way out,
which would reflect badly on Ratan Tarta’s
management of the empire.

Ratan Tata had his ways of doing things.
He informed the Reserve Bank of India about
alleged foreign exchange violations by IHL
and Kerkar. The Tatas are said to have built
up a dossier against Kerkar, planning for the
day when the power struggle within the IHL
would accelerate into open warfare. Thus,
the RBI finds itself possessed of relevant
documents relating to two alleged violations—
the first, involving Global Depository
Receipts issue by IHL subsidiary Oriental
Hotels (which owns the Fort Aguada resort,
among other things) to the tune of US$30
million or thereabouts, while the second
involves the Taj group’s acceptance of dollar
deposits from two foreign airlines (one of
them being Singapore Airlines) that have
offices in the Taj Hotel, Bombay.

Discussion quesitons

1. Which approach did you like more -
the decentralization of JRD Tarta or the
centralization of Ratan Tata? Discuss with

suitable reasoning.

At a time when professionals-turned.
entrepreneurs are making their mark on the
!ms_mesq landscape, despite his controversia]
innings towards the end of his tenure with the
Tata group, Kerkar made a name for himsel
in the hotel sector in his new avatar, as the
chairman of Tulip Star Hotels. It was set up
as an entity to manage and own properties,
Ina short span of five years after he quit the
Taj group in 1997, The Tulip Star now either
owns, manages, or markets a number of
properties that include the Bogmallo Beach
Resort and the Nizmar Resort in Goa, the
Kumarakom Lake Resort, the Aquaserene,
Siena Village in Munnar, Renaissance, Cochin
which are all in Kerala.

Ratan Tata’s success after the centralization
of the Tata group is history. He revamped the
operations of Tata steel and made it one of the
lowest cost producers of the world. Under
him, Tata Consultancy Service went public
and Tata Motors was listed in the New York
Stock Exchange. He shelled out $435 million
for Tetley Tea, making Tata the world’s No.
2 tea company. He made the critics eat their
words when he launched India’s first indig-
enous car—Indica. Those who had branded
the car as “Ratan folly” went speechless when
the car became an instant success and turned
around Tata Motor fortunes. His new Rs 1
lakh “dream car” Nano project has caught
international attention. Under Ratan Tata,
the company touched almost all the new
horizons—from telecom and teleservices to
the recent Corus and South Africa ventures.

2. Compare and contrast the achievements of
JRD Tata and Ratan Tata in the light of
centralization and decentralization.

3. Decentralization should flow from top to
bottom of the organization. Discuss.
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Span of control refers 1o

has an impact on the org;
tively narrow (say 2-3 o

the number of em

Sy PIOYCCS that report to a manager. It
nizationa| P G

- structure. When the span of control is rela-
taller (with 4 levels ir - Ployees per manager), the organizational structure is
(say 3-5 employees pe 'Bure 3.18a). On the other hand, a wider span of control
’;lévcl;in Figure 3 fg;)n;.ma;;cr) results in flatrer organizational structure (with
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(a) Relatively narrow span of control with
taller organizational structure (N = 19)
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(b) Relatively wide span of control with Figure 3.18
flatter organizational structure (N = 19)

Span of Control

A manager may supervise even 20-30 employees Emder lfle;jffectw:g; ::};2
the operations are simple and repetitive in nature (ai in fast t:"t [;:St:;)l; s
McDonald’s). At higher levels in the organization, OW:ffr;l :m ) e)r' (Hellriegel
for only five to seven subordinates to report to a gene 8 ’
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Slocum & Woodman, 1992). However, recent studies show that the actyy)
number for the span of control varies considerably—by industry, company size,

and type of work being done. ;
A median management ratio of 1 to 16 was found in the healthcare sector
]

but only 1 to 4 in information services. By company size, the median result alsg
varies considerably—one manager to four employees in companies with 500 or
less employees and one to nine in companies with 2,000 to 5,000 employees
(Saratoga Institute, 2001). Here, the management ratio can be calculated by:

Regular headcount
Management headcount

Regular employees management ratio =

where,
Regular headcount = Avg. no. of full-time and part-time regular employees

Management headcount = (Avg. no. of employees) - (officials and managers

excluding project managers)
Urwick (1956) cited various reasons which put pressure upon organizations
to overlook the recommended range of the span of control:

1. Reporting directly to the chief rather than some intermediate authority is
considered an unofficial status symbol by an employee, thus negating the
concept of span of control. '

2. Cost considerations have always been of paramount importance for orga-
nizations; which overlook the span of control in favour of cost savings.

3. There are instances whereby higher level managers enjoy the power and
authority of having a high number of subordinates reporting to them, thus

promoting empire-building.

m MBO and MBE
In his theory of Management by Objectives (MBO), Drucker (1954) emphasized
the need for setting clearly spelled-out objectives for every manager at all levels
of the hierarchy in an organization (as discussed earlier in Chapter 2). MBE
stands for Management by Exception, a theory of management put forward
by the father of scientific management, Frederick W. Taylor. In Taylor’s view,
routine decision-making should be handled by lower-level managers who report
only exceptional cases to higher management.

MBE is an approach by which higher management devotes its time to
investigating only those situations in which actual results differ significantly

nned results and leaves the routine decisions to lower level managers.

from pla
on the

The idea is that management should spend its valuable time concentrating
more important items (such as shaping the company’s future strategic course).
Thus, MBE is the delegation of authority and responsibility to the front-line
supervisors. A typical example is in quality control, when the supervisor 1s
entrusted with the task of bringing back the process into control by finding an
assignable cause for the variation going beyond the control limits set up for a

particular parameter being measured.
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H hrajhemu.github.io




S R I SRR

Orqganizing and Staffing I 119
Management by exception has preat pote
the manager who shifis illlthnrh): {(-,r l(]- ¢
downward. It saves time for (he recipie L
have to dt‘]-l}'.aainn while awaiting input from above. I

also feel motivated and cm‘uur-i}'t‘:l whe o
superiors on the basis of how wc‘Il they

.!'Ili.l]. It is a major time saver for
cston-making and problem-solving 5
nts of this authority, too; they no longer

. wer-level managers i
n their performance js pauged by their
are able wo take routine decisions,
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Points to Ponder

* Delegation of . ity
anigd w‘:ld ,.mtho'rq). should be accom- lowest level by including all intermediate
P ith ?sponsrbrhry and accountabil- levels
ity on part o ape , ‘ .
alathorift)y frkie bt‘h‘c '(TT_‘"BU' to whom the = Inadecentralized organization, the perfor-
. There shoulld lt)l‘ﬂ e ;gatcd. mance of the managers is gauged on the
¢ a clear and unbroken basis of results achieved and objectives met

?lmm of command or the .line of authority rather than just their personality.
rom the top level of hierarchy to the

m @ NATURE AND IMPORTANGE OF STAFFING

A capable and ef.ﬁ'cient workforce is crucial for the success of an organization. The
process of recruiting, retaining, developing, and nurturing the workforce is called
sl:cfﬂing. }.3echet 8 Walker (1993) stress upon the importance of aligning staffing
th'h bum_ness strategy and provide staffing actions crucial in this vein. These staffing
actions highlight the nature and importance of staffing as shown in Figure 3.19.
The staffing function in an organization has to recruit people with suitable
qualifications, knowledge, and skills as per the current requirements of the )
organization. However, the business environment today is so dynamic that it is i
necessary to keep in view the future capability requirements of the organization
in the wake of drastic technological changes and related learning challenges for
the staff. The workforce size may need to be increased at some point in time,
while it may require curtailment at other times, in view of the overall business
strategy. It requires hiring and firing of employees, which involves a lot of effort |
on part of the staffing personnel.
Providing challenging and value-adding assignments to the existing talent in
the organization helps in keeping them motivated and interested, while ensur-
ing that the human resources are optimally utilized for the most value-adding
activities for the organization. This requires meticulous performance appraisals
of employees with well thought of pron.mtion procedures and career planning
for employees. Training, education and job-related development not only help
in retaining the employees, but also in enhancing their capabilities and capacities
to work smartly and to be more productive for the organization.

e —
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Recruiting and developing
the talent required to meet
future capability
requiremnanis

Retraining, redeploying or
decruiting (moving out)

Adjusting overall
staffing and

employees whose
capabilities are not likely to
fit future needs, in a way
which is fair and respectful

Enhancing the capacity of talent
to perform higher value work
through training, education, and
job-related development

associated costs
to match business

Nature and requirements

Importance of
Staffing

Improving staff utilization
by assigning talent in an
organization to the
highest value work that
they can perform

Figure 3.19 Nature and Importance of Staffing

It is natural that over the period of time, some employee’s skills may need up-

gradation through re-training. Some employees may need to be shifted to other
departments where their experience and skill may be utilized, while some others
may have to be retrenched (laid-off) in a respectful manner, e.g. by way of volun-
tary retirement. It is evident that these varied actions required on part of the staff-

ing function make it one of the most important functions in the organization.

ETHOS OF EMPLOYMENT AT INFOSYS

Infosys is one of India’s most revered IT
companies and has imbibed the ethos of
employment nurtured by its chief mentor N.
R. Narayana Murthy. Below is an extract of
his speech during a Mentor Session.

I know people who work 12 hours a day,
six days a week, or more. Some people do
so because of a work emergency where the
long hours are only temporary. Other people
I know have put in these hours for years. 1
don’t know if they are working all these
hours, but I do know they are in the office this

long. Others put in long office hours because
they are addicted to the workplace. Whatever
the reason for putting in overtime, working
long hours over the long term is harmful to
the person and to the organization. There
are things managers can do to change this for
everyone’s benefit.

Being in the office long hours, over long
periods of time, makes way for potential
errors. My colleagues who are in the office
long hours frequently make mistakes caused
by fatigue. Correcting these mistakes requires
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their time as well a5 the time and energy of

others. I have seen

through Friday 10 cicr(:gl:clf r‘:?s:kkTUCSday
after 5 PM on Monday, e
~ Another problem is thyy people who are
in the office for long hours are not plcnslmt
company. They often complain about Oliler
peoPle_ (who aren't working as hard); the
are irntable, or cranky, or even angry, ,Olhe);
people avoid them, Syuch behaviour poses
problems, where work goes much better when
people work together instead of avoiding one
another. As managers, there are things we can
do to help people leave the office.

First and foremost is to set the example and
20 hon}e ourselves. 1 work with 2 manager
who chides people for working long hours. His
words quickly lose their meaning when he sends
these chiding group e-mails with a time-stamp of
2 AM, Sunday. Second is to encourage people
to put some balance in their lives. For instance,
here is a guideline I find helpful:

1. Wake up, eat a good breakfast, and go to
work.

2. Work hard and smart for eight or nine
hours,

3. Go home.

4. Read the comics, watch a funny movie,
dig in the dirt, play with your kids, etc.

5. Eat well and sleep well.

Discussion questions

1. Up to what extent do you agree with
Murthy’s suggestion to follow the normal
working hours?

2. What should be the approach of employees

to working hours when overtime payment

Organizing and Staffing l 121

This is called recreating. Doing steps 1, 3,
4, and 5 enable step 2. Working regular hours
and recreating daily are simple concepts. They
are hard for some of us because that requires
personal change. They are possible since we
all have the power 10 choose to do them.

In considering the issuc of overtime, I am
reminded of my oldest son. When he was a
toddler, if people were visiting the apartment,
he would not fal] asleep no matter how long
the visit, and no matter what time of day it
was. He would fight off sleep until the visitors
left. Tt was as if he was afraid that he would
miss something, Once our visitors left, he
would go to sleep. By this time, however, he
was overtired and would scream through half
the night with nightmares. He, my wife, and
I, all paid the price for his fear of missing out.

Perhaps some people put in such long hours
because they don’t want to miss anything
when they leave the office. The trouble with
this is that events will never stop happening,
That is life! Things happen 24 hours a day.
Allowing for little rest is ultimately practical.
So, take a nap. Things will happen while
you’re asleep, but you will have the energy
to catch up when you wake-up. Hence “love
your job, but never fall in love with your
company.”

made by the company for hours spent by
the employees over and above their normal
working hours?

B Process of Selection and Recruitment

Recruitment is a set of activities viz. advertising, establishing preliminary contacts
and performing initial screening to create a qualified pool of job applicants for an
organization. Selection involves choosing from a pool of applicants (created by the
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recruitment process) the person or persons who offer the greatest performance
potential (Schermerhorn, 2005). Table 3.2 enumerates the difference between

recruitment and selection,

Table 3.2 Difference between Recruitment and Selection

f Recruitment Selection

= Recruitmen! process precedes the selection * Selection process succeeds the recruitment
process

= |t has a negative connotation due to rejec-
tion of unsuitable candidates who applied for
the job.

= |ts basic purpose is to “choose” the best
persons from the pool to fill the vacant posi-
tions.

» |t results in a job contract between the
selected applicants and the organization

employing them.

process.

= It has a positive connolation due to encourago-
ment given to potential applicants 1o apply for
ajob.

* [ts basic purpose is to create a pool of qualified
human resources.

* It does not result in any contract between the
applicants and the organization.

It is quite a challenging task to find the right person to perform a job in
an organization. A casual approach to selection and recruitment may result
in problems of various sorts for the organization as well as the appointees. A
proper matchmaking is required to ensure that the person being recruited for a
particular position has the necessary skills, knowledge, and aptitude to perform
the job. Figure 3.20 shows a typical process of selection and recruitment.

Temporary or permanent employee?

The first step in the selection and recruitment process is to determine if the job
should be filled by employing a temporary or a permanent employee. When an
employee suddenly exits from the organization leaving behind a vacancy to be
filled urgently, it is worthwhile in most instances to find a temporary employee
to fill the post to allow for suitable timeframe for formal selection and recruit-
ment of a permanent employee. In other scenarios, a particular job may be
seasonal in nature and thus, temporary employees would be more suitable for
such a job. For example, retail stores usually increase the number of employees
during the festival season like Deepawali, Christmas, and Eid, keeping in view
the huge rush of customers during this time. Many of these employees are tem-
porary and are laid-off after the season gets over.

It is generally easier to handle temporary employment as these are short-term
contracts and the employee knows from the beginning that the employment
will lapse after the term gets completed. There are however advantages of this
approach in which temporary employment gives the opportunity to the em-
ployee to demonstrate his capabilities to the employer and also, to learn the
skills typical of the organization. Later, if the need be, the employer may con-
sider the temporary employee for permanent employment.
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12. Medical examination

13. Induction and
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Figure 3.20 Process of Selection and Recruitment
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Perform job analysis and create job description

Successful employee selection is dependent on a clear understanding of a job’s
components. A job analysis is used to identify job tasks and responsibilities,
This may be accomplished by collecting information about the position; by
interviewing workers, supervisors, and other employers; and by observing cur-
rent employees. The end result of job analysis is the job description and speci.
fications. Let us take an example of a job description and specifications at the

pharmaceutical major Novartis:

General.
» Job title: Program Director
* Department: Human Resources

» Reports to: Head of Learning

Job purpose. The Program Director designs and delivers learning programs that will
enhance the skills and capabilities of Novartis’ current and future leaders around
the world. These programs are designed in close cooperation with and sponsored
by members of the Executive Committee. This position reports to the Head of
Learning and is based in Novartis worldwide headquarters in Basel, Switzerland.

Major accountabilities.
= Serves as an expert for the design, development, implementation, and on-

going updates of specific learning programs in close contact with the Head

of Learning
= Is the first point of contact for the business partners and identifies the devel-

opment needs .

» Deals directly with all potential vendors in the design and development phase

« Is personally present in key learning programs, deals with internal senior
faculty and senior business school, consultancy representatives

= Contributes to the overall learning strategy of the company

Key performance indicators.
» Feedback/Ratings on specific programs
= Favourable feedback from senior management partners

Job dimensions.
= Number of associates: Administrative Support depends on scope

» Financial responsibility: 5-10 Mio CHF
= Impact on the organization: Learning programs regarded as an essential part
of people development, high impact on the job performance

Background—education and experience.
= University degree with a preference for MBA
» Strong business acumen
= Excellent people and communication skills
= 6-10 years experience in an internationally operating company
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Determine the recruitmant stratagy
The next step involves re
information that a vac
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mpany website, present employees, previous

applicants, trade jo . :
PP ¢ journals, new sPapers, vocational schools, universities, and

employment agencies,
Many times, people come '
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up A sumple torm (requiring bare minimum information) so that they may be '
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u.m ‘?do“}hfn thlE re is a ulu.mt_opcmng. Such a database is very handy for
expanding the applicant pool for a job vacancy in the due course.
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Determine the selection toals to be used and the sequence thereof

There are variou sck abiliti :

" i s tools to check the abilities, knowledge, and skills of the
applfc.m.ts. for example, preliminary screening (say by using group discussions),
fpp u.m{pn orms/ Fesumes, written tests, personal interviews, reference checks,
ettersho recommendations, medical check-up, etc. Some tools are better than
the other in some respects. Therefore, it is best to use a combination of them in
a predetermined sequence.

FaFtprs reﬂ_ecFmg worker motivation, such as punctuality and attendance, may
be ehcue.d within the interview, but contacting previous employers may give
more reliable information. If possible, try to verify evidence of specific skills, |
knowledge, and abilities at more than one point in the selection process (Billikopf, |
2003). It is useful to identify specific tools which would be utilized for measuring
the specific skills, knowledge or ability by using a table (see Table 3.3).

Table 3.3 Identifying Selection Tools to Measure Skills/Knowledge/Abilities

Skills/Knowledge/Abilities Prel:m.. AppIn. Form | Written Persqnal Reference
Screening | and Resume | Test Interview | Checks
Educational qualifications (0] X
Subject knowledge X 0
QOral communication skills 0 X
Written communication skills @] X
Leadership skills 0 X
Team spirit (o) X :
Analytical ability X {
Computer skills 0 X i
Dressing sense and physical 0 X
appearance

X - Principal method for measuring skill |
O - Secondary method :
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The questions and situations to be used in the various methods deployed in

the selection process need to be finalized beforehand keeping in view the varj.
ous attributes to be gauged in the applicant. Some of the tools like the prelim.
inary screening and application forms may be used to eliminate a proportion
of the applicants when the number of applicants is very large. The sequence of
the hurdles (in the form of selection tools) is generally kept such that the more
expensive and time-consuming selection tools are used later in the selection

process.
Inviting candidates to participate can include a description of the steps in the

process, their sequence, and any required applicant preparation. The sequence of
hurdles may be programmed to minimize travel and expense for both applicants
and employer. A preliminary telephone interview with geographically distant
applicants may eliminate unnecessary travel. Written tests can sometimes be
mailed when they can be administered to applicants by a trusted, qualified third

party (Billikopf, 2003).

Perform a pre-interview orientation
A pre-interview orientation is very helpful for the potential candidates. This

orientation should brief them of the company profile, its activities, and future
outlook. It allows the candidates to clarify any doubts about the job and the
company by asking questions. It also helps in arousing the interest of the poten-

tial candidates to apply for the job in the company.

Preliminary screening
When the number of applicants for a job is very large, preliminary screening can

be performed to eliminate less worthy candidates. Group discussions have been
found useful for screening candidates for managerial positions. The communica-
tion skills, listening skills, team skills, and leadership acumen of the candidates

are tested through group discussions. Some organizations prefer to conduct ob-

jective-type tests to screen out candidates.

Review application forms and resumes

Well-drafted application forms aid in capturing the academic
history of candidates. Similarly, resumes and curriculum vitae (CV) are helpful

in this regard. The advantage of a standard application form vis-a-vis resume is
that it facilitates easy comparison of the profile of two or more candidates on
various parameters—gaps in employment, too short stints with organizations in
the past, etc.—evident in the application form provide opportunity to the selec-
tion committee to seek clarifications later during the personal interview stage.

and employment

Conduct written test
Weritten tests constitute the next step in the selection process. There are various

types of tests to measure knowledge, ability, skills, aptitude, attitude, honesty,

e
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and personality. The "
‘M“Em) -,- wm}; 1;15?:50 are: power tests (to gauge the knowledge and analytical
: S) S s (to measure the ability 1o perform repetitive tasks in a set

L]

The formats of the tests can also be v

1 aried, e.g. multiple-choi -
fill-in-the-blank, and long-answe o gl

i i e SWeroressay questions. Naturally, essay questions
' R e-consuming during evaluations compared to the objective-

D ('_““1“910 ChOl':t.‘), however they provide better insights about the can-
didate’s written communication skills,

Conduct personal interview

C-mdld-llf‘-“ qll-ll‘lf)'mg in _the written test are subjected to the personal interview.
Personal interview provides a perfect opportunity to the selection committee
to Ch_t‘t‘k the personality, knowledge, verbal communication skills etiquettes
dres§mg sense, and ability to respond to situations impromptu. St;uctured inz
terviews require the questions and their sequence to be determined prior to the

interview. A structured format is helpful in comparing the performance of two
or more candidates.

Perform reference checks

It is. important to perform reference checks for the candidate, if found worthy
during the personal interview stage. It provides various insights about the
personality, academic and employment history of the candidate. The details of
the people to be contacted for referencing are usually sought from the candidate
in the application form/resume itself. Unless the candidate gives permission to
do so, the current employers should not be contacted as it may unnecessarily
create challenges of various sorts for the candidate. Reference checks can be
performed through email or by phone calls.

Make the job offer

If the reference checks result in good feedback about the candidate, an offer let-
ter is sent to the candidate. Otherwise, it is customary to send a formal rejection
letter. It is not uncommon that a few candidates do not accept the final offer
of employment made by an organization. If no response is obtained from the
candidate or a negative response about the offer is received, the records of the
candidate are entered in archives for future action as per company policies. The
policies of some organizations prohibit such an applicant from applying again
for a job, while other organizations have a lenient and open policy whereby the
candidate gets an opportunity to apply again in future. .

The offer letter should include a joining date after consultation with the can-
didate. Normally, there is a notice period varying from 1 month to 3 months,
which has to be given by the candidate to his current employer before exiting.
If the selected candidate requires relocation to a new place, some time period
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for transiting and settling down should be allowed. The relocation expenses are
normally borne by the employer and all the modalities in this regard should be

mentioned in the offer letter.

Medical examination

A post-offer pre-employment medical examination (of the candidate and depen-
dent family members) is a must especially when the company has to cover the
candidate and his dependent family members by medical insurance. The cost of
such a medical examination is borne by the employer.

Induction and orientation
The new employees are most receptive to change in their career time, when they
are joining a new employment. Therefore, formal induction and orientation of
the employees help them in understanding the various facets of the organiza-
tion. Unwritten rules, traditions or informal perks should be discussed with
employees as part of the orientation period. |

The first day in office is always special for everybody. Therefore, proper
arrangements have to be made before the joining date of the employee. This
includes suitable workstation/room, stationary, computer hardware/software,
and a welcome gathering (as per the traditions of the organization).

Points to Ponder

= A proper matchmaking is required 1o
ensure that the person being recruited fora

» Providing challenging and value-adding

assignments to the existing talent in
the organization helps in keeping them particular position has the necessary skills,

motivated and interested, while ensuring knowledge, and aptitude to perform the

that the human resources are optimally ~job.
utilized for the most value-adding activities
for the organization.

SUMMARY #—__

« The traditional principles of division of
Jabour, unity of command, span of control
are increasingly being challenged by
organizations, which are trying to reinvent
themselves in the light of unforeseen global
competition and phenomenal customer
focus. The recent economic turmoil in the
USA has pushed organizations to address
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« The dynamic business environment today
has forced organizations to rethink the ways
in which they earlier organized themselves
in the conventional classical structures.
More and more organizations are exploring
to adapt to matrix, teams, network, and
boundaryless structures.



yet again the issue of centralization and
decentralization,

« Stalfing has been the most crucial activity
in an urg.u.liz.ui(m. as attracting, retaining
and nurturing talent in today's knowledge
cconomy is quite challenging. In today’s
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times, when poaching of employees DY
competitors is more of a morm &
exception, organizations need to develop
ethos which can become a cornersione for
growing talent and providing exemplary
career development.

Organizing 2nd

KEYWORDS m—————eeeesseses e e oesssssr s

Authority refers to the rights inherent in a
managerial position to give orders and expect
the orders to be obeyed.

Committees are groups of two or more persons

formed for the purpose of coordinating,
advising, or decision-making,

Concurrent engineering is the product design
approach in which the design team includes
personnel from various departments.

Decentralization refers to the extent to which
the upper management delegates authority
downward to divisions, branches, or lower-
level organizational units.

Delegation is the process by which managers
allocate authority downward to the people
who report to them.

Empowerment allows the people, due to the
authority vested in them, to contribute ideas
and perform their jobs in the best possible
ways.

Management by exception is an approach by
which the higher management devotes its
time to investigating only those situations
in which actual results differ significantly
from planned results and leaves the routine
decisions to lower level managers.

Network structures are relatively a new
phenomenon whereby organizations have
started making alliances and collaborations
with their vendors, which extend beyond
the conventional supplier-manufacturer
relationships.

Organizing is the function of management
which involves arranging human and other
resources for the achievement of goals.

Organization is a group of individuals with
a common goal, bound together by a set of
authority-responsibility relationships.

Recruitment is a set of activities, viz. adver-
tising, establishing preliminary contacts,
and performing initial screening to create
a qualified pool of job applicants for an
organization.

Selection involves choosing from a pool
of applicants (created by the recruitment
process) the person(s) who offer the greatest
performance potential

Staffing is the process of recruiting, retaining,
developing, and nurturing the workforce.

Span of control refers to the number of
employees that report to a manager.
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1. Define organizing and organization.
2. Explain the nature and purpose of organi-
zation.

3. What is meant by division of labour?

4. What is delegation of authority and the
scalar principle?

5. What is unity of command and why is it
important?
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6. Detine departmentation and enumerate its 17, What are the various reasons that put

various types, pressure upon organizations to overlook

7. Explain - functional - depatmentation by the r"‘;‘""mc"dc‘i range of the span of
control?

taking a suitable example,
18. What is management by exception? Hoyw

is it similar/different from managemen;
by objectives?

19. What is staffing? Highlight its nature and
importance.

8. What is product departmentation? Give a
major advantage and a major disadvantage
of product departmentation,

9. Explin geographical  departmentation
by taking a suitable example of an Indian
organization. 20. Make a schematic diagram to display

various steps in the selection and

10. What is meant by customer depart- ;
recruitment process.

mentation? Explain it with an example of
an Indian organization. 21. Explain the job description/specifications

I1. Explin process or equipment depart- by taking a suitable example.

mentation, 22, How are the selection tools to measure
12. How does project/matrix organization skills/knowledge/abilities identified?

violate the principle of unity of command?  23. Explain the various points to be taken care
of while performing the steps of creating
job offer letter, medical examination, and
induction/orientation.

24. Howareformalandinformal organizations
different from each other? Can both these
co- exist at the same time?

13. Explain the contemporary organization
structures—team, network, and boundary-

less.

14. What are committees? Explain their
advantages and disadvantages.

15. What is decentralization? Explain its
advantages and disadvantages.

16. How does the span of control impact the
organizational structure? What is an ideal
span of control?

25. Define recruitment. How is it different
from selection?
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