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Nature and Functions of

Management

B LeArRNING OBUECTIVES

This chapter will enable the reader to:

Examine the meaning, importance and nature of management

Understand the difference between management and administration

Describe the functions and roles of a manager

Define international business and identify the skills required of an international manager

IMPORTANCE OF MANAGEMENT

'l

Formerly, the word “management” was used mostly in relation to circuses and restaurants. But, of late,
it has acquired much glory and significance. Let us discuss the reasons which have made it so important.

Management is a critical element in the economic growth of a country. By bringing together the
four factors of production (viz., people, money, material and machines), management enables a country
to experience a substantial level of economic development. A country with enough capital, manpower
and other natural resources can still be poor if it does not have competent managers to combine and
coordinate these resources. Poor economic growth of many Asian and African countries very well
illustrates this point. Peter Drucker! rightly observes that without management, a country’s resources
of production remain resources and never become production,

"Peter Drucker, The Practice of Management (New Delhi: Allied Publishers, 1970), p. 1.
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& ”
clarity what we and our society will become.

DEFINITION OF MANAGEMENT

Itis difficult to define management. In fact, no definition of management h"fs :’;e‘l::ﬁ_rsag aCCelfted.
One popular definition is by Mary Parker Follett. _Management, ihe sayls ’dlif ¢ . betwge ng things
done through people.” This definition calls attentlofl to the ﬁmdamer.lta 1 ere}n:: Fcn_a I?anager
and other personnel of an organisation. A manager 1s one w!mo contnbutes'. to the organisation’s goals
indirectly by directing the efforts of others—not by performing r.he {asff himself. _On the other hanc!, a
person who is not a manager makes his contribution to the organisation’s goals directly by performing
the task himself. _
Sometimes, however, a person in an organisation may play both these 'roles. simultaneously. For
? example, a sales manager is performing a managerial role when he is directing his sales force to meet
' the organisation’s goals, but when he himself is contacting a large customer and negotiating a deal,
he is performing a non-managerial role. In the former role, he is directing the efforts of others and is
contributing to the organisation’s goals indirectly; in the latter role, he is directly utilising his skills as
a salesman to meet the organisation’s objectives.
Two weaknesses of Mary Parker Follett’s definition are:

1. Tt uses the word “art” in defining management. To say that management is merely an art is to state
a half-truth. Art deals with the application of knowledge. Management is not merely application

of knowledge. It also involves acquisition of knowledge i.e., science. Management based on rules
of thumb or intuition is not correct management,

2. This definition does not throw light on the various functions of a manager.

? Claude S. George, Jr., The History of Management Thought (New Delhi: Prentice-

Hall, 1974), p. 1.
3 H.C. Metcalf and L. Urwick (Eds), Dynamic Administration: the Collected P,
Row, 1941). apers of Mary Parker Follett (N.Y.: Harper &
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Nature ond Functions of Management -

A somewhat more elaborate definition of management is given by George R, Terry. He defines

management as a process “consisting of planning, organising, actuating and controlling, performed
to determine and accomplish the objectives by the use of people and resources.™ According to
this definition, management is a process—a systematic way of doing things.
activities included in this process are: planning, organising, actuating
that managers think of their actions in advance. The

‘The four management
and controlling. Planning means

ir actions are usually based on some method, plan,
or logic, rather than on a hunch. Organising means that managers coordinate the human and material

resources of the organisation. Actuating means that managers motivate and direct subordinates. Control-
ling means that managers attempt to ensure that there is no deviation from the norm or plan. If some
part of their nrganis.ulion is on the wrong track, managers take action to remedy the situation. (We will
expand our discussion of these activities later in this chapter.)

This definition also indicates that managers use people and other resources, such as finance equip-
ment, etc. in attaining their goals. For example, a manager who wishes to increase sales might try not

| only to motivate the sales force but also to increase the advertising budget.

Finally, this definition states that management involves the act of achieving the organisation’s
objectives. These objectives will, of course, vary with each organisation. The objective of a hospital
might be to provide comprehensive medical care to a community. The objective of a university might
be to give students a well-founded education in a congenial environment. Whatever the objectives of
a particular organisation, management is the process by which the objectives are achieved.

MANAGEMENT EUNCTIONS OR THE PROCESS OF MANAGEMENT

There is enough disagreement among management writers on the classification of managerial functions.
! Some classify these functions into four types, some into five and some others into six or seven. The
terminology is also not always alike; different authors offering different names for the same functions
of management. Newman and Summer’ recognise only four functions, namely, organising, planning,
leading and controlling. Henri Fayol® identifies five functions of management, viz., planning, organis-
ing, commanding, coordinating and controlling. Luther Gulick’ states seven such functions under the
catch word “POSDCORB™ which stands for planning, organising, staffing, directing, coordinating,
| reporting and budgeting.
[ Warren Haynes and Joseph Massie® classify management functions into decision-making, organis-
. ing, staffing, planning, controlling, communicating and directing. Koontz and O’Donnell® divide these
| functions into planning organising, staffing, directing and controlling. |

-

\ ¥ George R. Terry, Principles of Management, (Homewood, 11I: Richard Irwin, 1953).
p * W.H. Newman and C.E. Summer, The Process of Management (New Delhi: Prentice-Hall, 1965), p. 11.
- ® Henri Fayol, General and Industrial Management, (N.Y.: Pitman, 1949).
" Luther Gulick and L. Urwick (Eds), Papers on the Science of Administration (N.Y.: Institute of Public Administration, 1937).
* Warren D. Koontz and Cyril J. 0'Donnell, Management: Analysis, Concepts, and Cases prentice-Hall 1969.

? Harold D. Koontz and Cyril ). O'Donnell, Principles of Management: An Analysis of Managerial Functions (Tokyo McGraw-
Hill, Kogakusha, 1972), p. 47.
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o We will examine these o as two additional m Anagerial
organising, directing, and controlling. We

“ entalio
’ m]d rcprcs
chapters. We will also briefly refer 1o :
functions considered important by Emes

“innnvatiu{:l'
Dale.!

Planning

Planning is the function that determin
paring for the future. It is a process 0 o it is
of attaining those objectives. In.olhc‘r W : h:)w .
where it is to be done, who is to do it an

ould be done. Tt is loo}cing ahead and pre.

objectives and charting out the methods
’ ion of what is to be done, how ang
ults are to be evaluated. This is done not only for

iddle and superviso
levels—top, mid ry.
ing is a function which is Peffom‘c‘i by HE g Elthl:?)llle may cover periods as long as five o
ook g ement for the organisation as 2 W uch shorter periods. Such plans may
Plans made ]b)s top I:imt];agmi ddle or first line managers, cover m
ten years. Plans made by

ing to take place in a week.
be for the next day’s work, for example, of for a two-hour meeting

¢s in advance what sh

; ines
iding the business ¢
rdCCI g lhc dclcﬂ'ﬂmal

Organising _ its functioning: personnel, raw ma. '
To organise a business is to provide it with everything us.eful t?iolrt,ss the human ofg_zin-iﬁiic;n_é;}ﬁﬁthé

v lrg tools. capital. All this mziy be divided into two m?m .sec d’deveIOPCd plans to ach_jé;e them
terials, tools, capital. rs have established objectives an )
material organisation. Once manage n that will be able to carry out those plans success.

t ien and develop a human organisatio \ e
they must deggﬂ an th'p roanisation refers to “the structure which resuit.s ffom der} 1fy:r!g anld
fully. According to Allen, this org and establishing relationships,"!

grouping work, delﬁnigg and q;lcg;tglgiﬁ;}:}gﬁ%ﬁﬁ&iﬁ?&?ﬁ in building the human organisa-
also be considere ) ' X

ﬁog.ml?:tif;in:g, the manager attempts to find the right' person for each job. it:ﬁglgefz?“athm:::g.er s
responsibility to recruit and to make certain that there is enough m_anpo“:ier e rious
positions needed in the organisation. Staffing involves the selection an fra'mmg 0 krje mana.gFm
and encouraging a highly disciplined approach to work among Fhem, even if it requires taking punitive
measures. It also necessitates a suitable system of compensation. Stafﬁpg 0bv10uslly cannot be done
once and for all, since people are continually leaving, getting fired, retiring and dying. Often too, the
changes in the organisation create new positions, and these must be filled.

It should be noted that different objectives require different kinds of organisation to achieve them,
For example, an organisation for scientific research will have to be very different from one for manu-
facturing bicycles. Producing bicycles requires assembly-line techniques, whereas scientific research

requires teams of scientists and experts in various disciplines. Such people cannot be organised on an
assembly-line basis,

Directing

After plans have been made and the org

: anisation has been established and staffed, the next step is to
move towards its defined objectives, T

his function can be called by various names: “leading”, “direct-

—

'* Emest Dale, Management: Theory

and Practice (McGraw-Hill, Kogakusha, 1973),
" Louis A. Allen, Management an

d Organisation (N.Y.: McGraw-Hill, 1958), p. 45.
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ing" “1_110_"\’01'!"3 y actuating .Land S0 on, But whatever the name used to identify it, in carrying out
i N no W ] ]
(his function the manager explains (o his people what they have to do and helps them do it to the best

of their :Il?I|Il?*. Directing thus involves three sub-functions—communication, leadership and motivation.
Communication is the process of passing infory R

Leadership is the process by which
Muli\""ion means qrf)ll_si[lg desire in
act of stimulating or inspiring worke
-l their weight effectively, give

A manager guides and influences-the-work of his subordinates.
the minds of workers to give their best to the 'entérprise-. It is the
rs. If the workers of an enterprise are properly motivated they will
: : their loyalty to the enterprise, and carry out their task effectively.
Two broad categories of motivation are: financial and non-financial. Financial motivation takes the

form of Sfilal‘)', bonus, profit-sharing, etc., while non-financial motivation takes the form of job security,
O/pponumty of‘ advancement, recognition, praise, etc.

——— § (
controlling i)

The manager must ensure that performance occurs in conform
issued and the principles established. This is the controllin

three elements:
|. Establishing standards of performance

2. Measuringl current performance and comparing it against the established standards
3. Taking action to correct any performance that does not meet those standards

In the absence of sound control, there is no guarantee that the objectives which have been set will

be realised. The management may go on committing mistakes without knowing them. Control compels
events to conform to plans.

ity with the plans adopted, the instructions
g function of management, and it involves

Innovating

These days, it is not necessary for an organisation to grow bigger. But it is necessary that it constantly
grows better. This makes innovation an important function of a manager. A frequent exhortation is
“Innovate or Evaporate™, Innovation means creating new ideas which may improve a product, process
or practice. Thus, HUL's inexpensive single-use shampoo sachets, Eureka Forbes’ direct-to-house sales
force and ITC’s e-Choupals, which now benefit hundreds of Indian farmers across the country by pro-
viding them real-time information and higher farm gate prices of their commodities, are examples of
innovations in packaging, distribution and business models, respectively.

Representing

A manager is also required nowadays to spend a part of his time in representing his organisation before
various outside groups which have some stake in the organisation. These stake-holders can be gov-
emment officials, labour unions, financial institutions, suppliers, customers, etc. They wield influence
over the organisation. A manager must win their support by effectively managing the social impact of
his organisation.

It should be understood that every function has two dimensions: substantive and procedural. Substan-
tive dimension is what is being done, process is how it is done. The above definitions and functions
of management only help us identify what a manager does but they tell us little about how he
does. A highly useful way to capture the essence of *how’ (but not its details) is to think of manage-
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12 Theo Haimann, Professional Mnnagemem-—Thcoq and Practice (New Delhj:
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Reprosentative organisational or business functions
Management Prod '
. r:tlm Markutin% and Sales|  Finance Personnel

Planning
s

Organising
e

Directing
SR T

Controlling
—>

Innovating
=

Representing
—

FIG. 1.2 The relationship between organisational functions and management functions ‘

l \
| (*
T N

B ROLES OFAMANAGER” ,

_ According to Henry Mintzberg'? the above managerial functions do not provide an adequate description
of the management process. In other words, they fail to describe the reality of what managers do. He

suggests that instead the manager should be regarded as playing the following ten different roles, played
in no particular order.

Interpersonal Roles

Figurehead

”~

In this role, every manager has to perform some duties of a ceremonial nature, such as greeting"lthc touring
dignitaries, attending the wedding of an employee, taking an important customer to lunch, and so on.

Leader ' # |

As a leader, every manager must mogy_zlje and encourage his employees. He must also try to reconcile
their individual needs with the goals of the organisation.

~

Liaison

In this role of liaison, every manager must cultivate contacts outside his vertical chain of command to |
collect information useful for his organisation.

" Henry Mintzberg, The Narure of Managerial Work, (Englewood Cliffs, N.J.: Prentice-Hall, 1973). : \
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< - Principlas of Managemen!

Informational Roles

Monitor is environment for information
As monitor, the manager has to perpetually 'S‘F-HP—‘IH? 'T'm'(ll;g'informmion much 0'!]»il'ﬂlcrrogatc hig
liaison con!‘qcls and his subordinates, and rct;clvcd u'??::o[z]gh L rcl'ﬂlc d talks in;‘lc?n?, resy|y of
e : —— - dcvc Opc . " . 2 jO 1

ork of personal contacts he has s o , attending e A in
:}:;:nc;“‘;ttiasir:g rumours, hearsay, and the grapevine, politicking EEmoml Mectings, ¢,

Disseminator

In the role of a disseminator, the manager passes somc.of his privileged information directly ¢, his
subordinates who would otherwise have no access to It.

Spokesman

A manager is also required nowadays, to spend a part of his t_:mtf in r;];ris:::;iil}ln?d(,rgamsat
\nrious:mzs:‘de groups, which have some stak.e in the organlsatlon. e N 0 ers can
ment officials, labour unions, financial institutions, suppliers, cu.slomers, etc: ey Wlel_d "_lﬂuence i
the organisation. The manager must win their support by_effectlvely managing the social impact of p;,
oman;sation. Thus, he advises sharcholders about ﬁnaﬁglil p?rformance, assures consume_r_gfoup thyj
the organisation is fulfilling its social responsibilities and satisfies government that the Organisatiop jg
abiding by the law.

i{}n bEfOre
be gover,

Decisional Roles
Entrepreneur

In this role, the manager does not merely adapt to his surrounding situation but proactively looks gy
for innovation to make things happen. Innovation means creating new ideas. Thus, when demand for his
product falls off the manager does not cut back his production but seeks new outlets or new products

in order to maintain production. ‘ T~

--_"——-——-______,_
Disturbance Handler

In this role, the manager has to work reactivel

unanticipated problems—a strike may loom la
renege on his contract, and so on.

y like a fire fighter. He must seek solutions-of-varioys
rge, a major customer may go bankrupt, a supplier may

Resource Allocator -

In this role, the manager must divide work and delegate authority among his subordinates. He must
decide who will get what, i

Negotiator

: pend considerable time in negotiations. Thus, the president of a
company may negotiate with the union leaders a new strike

. issue, the foreman may negotiate with the
workers a grievance problem, and so on.

We must, however, understand that the idea of a role comes from sociology and is the pattern of
actions expected of a person in his activities involving others. It arises as a result of the position that he
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occupics in a group in a given situation. Thus, a manager who occupies different positions in different
Gjuations plays different roles because people in each situation have different expectations of him

concerming his functions. Put another way, the output of the various roles performed by a manager

mav be the major organisational functions of planning, organising, and the rest.

MANAGERIAL SKILLS

A skill is an individual’s ability to perform physical or mental tasks with a specified outcome. Skill is |
not necessarily inborn. It can be developed through practice and through translating one's knowledge '
and experience into action. In order to be able to successfully discharge his roles, a manager should pos-
sess three major skills. These are: conceptual skill, human relations skill and technical skill. Conceptual
&kill deals with ideas, technical skill with things and human skill with people. While both conceptual
and technical skills are needed for good decision-making, human skill is necessary for a good leader.

The conceptual skill refers to the ability of a manager to take a broad and farsighted view of the _.
oreanisation and its future, his ability to think in abstract, his ability to analyse the forces working ina
siﬂmion, his creative and innovative ability and his ability to assess the environment and the changes
taking place in it. In short, it is his ability to conceptualise the environment, the organisation, and his own
job, 0 that he can set appropriate goals for his organisation, for himself and for his team. This skill seems
to increase in importance as a manager moves up to higher positions of responsibility in the organisation.

The technical skill is the manager’s understanding of the nature of job that people under him have
to perform. It refers to a person’s knowledge and proficiency in any type of process or technique. There
are three things a manager must know about technical skills. These are:

(i) Which skills should be employed in his particular enterprise? .
(i) What is the role of each skill employed? |
(iii) How are different skills interrelated?

The front-line supervisor, whether a foreman or a section chief, requires considerable technical skill
in order to be able to:

(a) evaluate the quality of work turned out,

(b) teach new hands, and
(c) direct all subordinates in the work group.

Whereas this type of skill and competence seems to be more important at the lower levels of manage-
ment, its relative importance as a part of the managerial role diminishes as the manager moves to higher
positions. In higher functional positions, such as the position of a marketing manager or production
manager, the conceptual component, related to these functional areas becomes more important and the
technical component becomes less important.

Human relations skill is the ability to interact effectively with people at all levels. This skill develops
in the manager sufficient ability (a) to recognise the feelings and sentiments of others; (b) to judge the
possible reactions to, and outcomes of various courses of action he may undertake; and (c) to examine |
his'own concepts and values which may enable him to develop more useful attitudes about himself.
This type of skill remains consistently important for managers at all levels.

Figure 1.3 gives an idea about the required change in the skill-mix of a manager with the change in
his level. At the top level, technical skill becomes least important. That is why, people at the top shift
with great ease from one industry to another without an apparent fall in their efficiency. Their human
and conceptual skills seem to make up for their unfamiliarity with the new job’s technical aspects.

he¢eps:/hemanthrajhemu.github.io



nh, Principles of Management

Top Management kil |
Middle Management | | rol:lom skill /
- 2 Technical
Supervisory Level skill

FIG. 1.3 Skill-mix at different management levels

MANAGERIAL EEFECTIVENESS

According to Peter Drucker,'* a manager’s performance can be measured in ten'ns of two conee :
efficiency and effectiveness. Effficiency is the ability of a manager to do somerh{ng correctly, je., o
the lowest possible cost or cost acceptable to the competitive environment. Efffectiveness, on the Other
hand, is the ability of a manager fo do correct things, i.e., achieve high levels of value. We can mey,_
phorically define value as quality divided by price. If a car manufacturer can provide the Customer ,
better car without changing the price, the value has gone up. It he can give the customer a better ca;
at a lower price, the value goes way up."

Maximising efficiency and effectiveness at the same time often creates conflict

between the two
goals. We see this trade-off eve

ry day in our lives. At the customer service counter at a local store o
bank, being efficient means using the fewest people possible at the counter. Being effective though
means minimising the amount of time that customers need to wait in line.

We must remember that no amount of efficiency on the part of a manager can compensate for hjg
lack of effectiveness. He needs both, but although efficiency is important, effectiveness is critical.

ANAGEMENT.AND. ADMINISTRATION

There is lack of unanimi
“administration”.

According to one group of writers, Sheldon,'s Spriegal,!? and Milward,'® administration involves
“thinking”. It is a top level function which centres around the determination of plans, policies and
objectives of a bm the other hand, management involves “doing”. It is a lower
level function which is concerned with the execution and direction of policies and operations. No two
Separate sets of personnel are required, however, to discharge administrative and managerial fiinctions,

ty among writers over the meaning and use of the words “management”

and

means, without adding to efficiency. (The Social Psychology of Organisations, p. 17).

18 Oliver Sheldon, Philosophy of Management (London: Sir Isaac Pitman & Sons L., 1923).

17 William R. S priegal and Emest C. Davies, Principles of Business Organisation and Operation (N.J.: Prentice-Hall. 1952).
'® G.E. Milward, An Approach o Management (N.Y.: John Wiley, 1960), p. 34.
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ane MOVES down in the organisation more time IS spent in management nctivilylmlwc SR

/ Board of Directors
/ President
@PQ / & General Manager
R
Syt
Q / Y Works Manager J '\ i

/ Foreman 4" A Ll

FIG. 1.4  Time spent

in administrative and managerial functions at different levels

According to the second view (expressed by E.F.L. Brech!?
sive generic term which includes administration. E.F.L. Brech

generic function embracing the entire process of planning, organising, directing and controlling. Admin-
istration, according to him.‘ is_clnly a branch of management which encompasses two of its functions—
lanning and controlling._According to this view, the functions of management can be divided into two
categories: (a) administrative management and (b) operative management. The upper level of management
is usually called administrative management and the lower level is known as operative management.
According to another view expressed by Peter Drucker, the basic difference between management
and administration lies in the use of these words in different fields. The governance of non-business
institutions (such as government, army, church, etc.) is zenerally called administration while the gov-
emance of business enterprises is called management. This being so, economic performance becomes
the chief dimension of management. A manager of a business enterprise must always, in even'msiqn
and action put economic consequences first. On the other hand, in governing non-business institutions,
the economic consequences of decisions are only secondary for an administrator. For example, the chief
of staff of a military organisation has to put military security first and economic considerations next.
This difference of emphasis in the governance of these two types of organisations is the reason why
successful administrators sometimes fail as managers and vice versa.

and others), management is a comprehen-
regards management as a comprehensive

MANAGEMENT=2A'SCIENCE ORAN ARTZS 57 si o aiiE s UL

Management as a Science

What makes a discipline a science? Should the discipline involve the use of a laboratory and a lab coat
in order to be called a science? Obviously not. The hallmarks of a science are not the test tube or the

' EF.L. Brech, Principles and Practice of Management (London: Pitman, 1972).
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lab coat. Instead, they are implicit in‘thc mel

We can call a discipline scientific fl'llfi irical:
I. methods of inquiry are systematic and cn.1p h )
2. information can be ordered and analysed; an

| b nicanC. .
3- results are Cun“llﬂ“\'c ﬂ"d commu . t l
Being systematic means being orderly ¢ ased. The attempt to gain k

inquiry must be empirical ap
out taint of personal or other prejudgement. Further, the inquiry d not

: : ot h.
armchair speculation or a priori approac . (Iyordered aid analymed o
All scicgfi:ic information collected ﬁr§t as raw :Ik::::t:lsl ig?lflcfcommunication Oi,re(il:’;’:;:llhe
statistical tools. It thus becomes commumffali)]:g[“i‘:wcstigamr or others. When the study is repl?:ate :
5 i 8
b et e e . b |, one derives much more confidence iy, :

. s and

. g igina ' those re
the second try provides results similar to lhc‘ orig . e uls
Science is also cumulative in that what is discovered is added to ch has been foung before

Indecd, we ourselves, before we start, look around and find out ﬁtFSt ’wt:]it hasdbeli" _doﬂelso that w;
need not start afresh from a low base each time.ﬁ“tf)e ]CESIT‘ gmm past mistaxes and obtain guides g, the
: i n the base that has been left by others. .

fufuols ﬁ:zebzlsli:do?l:l?c above definition of science, we may lJTﬁ'Sl"“’-"-lhat management is also 5 SCience,
But since the word “science” is used to denote two types of systematic kHOWiedge—naturi'al Or exact ap4
behavioural or inexact, some more explanation of the scientific na!ture of management. IS needed, y,
must remember that management is not like the exact or n.atural sciences (such as physics, chemis _
These sciences are called “exact” because here it is possible for us to study the ef-fects of anyope o
the many factors affecting a phenomenon individually by makl.ng the other factors INoperative for gy,
time being. Thus, in physics it is possible for anyone to study ina laboratory, the effects of say, only
heat on the density of air by holding other factors (such as humidity) constant for the duration of the
experiment. But the same thing is not possible in management 'where we have to study man ang a
multiplicity of factors affecting him. For example, it is not possible to study the effect of, say, only
monetary incentives on a worker’s productivity because this effect will always be found to be mixed
with and inseparable from other effects such as the leadership style of the worker’s supervisor, worker's
need hierarchy, the pressure of his co-workers, etc. At best, we can get only a rough idea of the rels.
tionship between the two. In other words, our findings are not going to be as accurate and dependable
as those of the physical sciences. They are going to tell us about tendencies and probabilities only, We
may, therefore, place management in the category of a behavioural science.

hod of inquiry used by a discipline for g""hel’ing e,
aly,

b¢ wig,

Management as an Art

Whereas under “science” one normally learns the “why” of a phenomenon, under “art” one leams the
“how” of it. Art is thus concerned with the understanding of how a particular work can be accomplished.
Management in this sense is more an art. It is the art of getting things done through others in dynamic and
mostly non-repetitive situations. Whether it is a factory or a farm or a domestic kitchen, the resources of
men, machine, and money have to be coordinated against several constraints to achieve given objectives
in the most efficient manner. The manager has to constantly analyse the existing situation, determine
the objectives, seek alternatives, implement, coordinate, control and evaluate information and make
decisions. A theoretical body of lessons and principles which a manager has learnt in a classroom will
not secure for him the aimed results unless he has also the skill (or art) of applying such principles and
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knowledge to his special problem, Knowledge of management theory and principles is indeed a

id and kit of the manager but it cannot replace his other managerial skills and qualiticsl. This
o has to be applied and practised by the manager just as the medical or legal pmctitlc_rn'crs
ise their respective sciences. In this sense, management in an art. It is Iilfc the art of a musician
‘ painter who seeks to achieve the desired effect with colour or instruments, but mainly
knowledge of craft, and successful communication. He does

rof
qluablc @

va
nowl'-'dg

ract
1hc:lrl0l'u : 0 secks 10 @
3 th his OWN skill comprising his vision,
with 11

the skills of others.

copy ) . ;
not“_c may thus conclude that management involves both elements—those of a science and an art. While
tain aspects of management make it a science, certain others which involve application of skill make
certifl 5
it an art.

MANAGEMENT—A PROFESSION?

. . . ‘ 20
We have seen that management is partly an art and partly a science. Is it a profession? McFarland

gives the following characteristics of a profession:

" Existence of an organised and systematic knowledge

Formalised methods of acquiring training and experience

Existence of an association with professionalisation as its goal

Existence of an ethical code to regulate the behaviour of the members of the profession
Charging of fees based on service, but with due regard for the priority of service over the desire

for monetary reward

Management, as we all know, does not possess all the above characteristics of a profession. Uplike
medicine or law, management does not have any fixed norms of managerial behaviour. There is no
uniform code of conduct or licensing of managers. Further, the entry to managerial jobs is not restricted
to individuals with a special academic degree only. In the light of this analysis we can conclude that
management cannot be called a profession. There are, however, certain unmistakable trends toward
the professionalisation of management. For example, it is becoming increasingly essential nowadays
to acquire some professional knowledge or training. Managing a business is no longer just a matter of
intuition or a family ability. It has now come to be studied and taught as a subject by itself. In India, we
have at present thirteen national institutes of management at Ahmedabad, Bengaluru, Kolkata, Lucknow,
Indore, Shillong, Ranchi, Rohtak, Raipur, Kashipur, Udaipur, Tiruchirapalli and Kozhikode; besides
there are a number of university departments which offer M.B.A. programmes to young graduates to
enable them to take up the profession of management. Peter Drucker?! is, however, of the view that
holding of an academic degree should not be a condition to get an entry into the management profes-
sion. He says that “no greater damage could be done to our economy or to our society than to attempt
to professionalise management by licensing managers, for instance, or by limiting access to manage-
ment to people with a special academic degree.” Following are his arguments in support of the view:

I. A degree in management does not by itself make an individual a professional manager any more
than does a degree in philosophy make an individual a philosopher. The essence of professional
management is achievement, not knowledge; results not logic. By insisting on holding a degree,

noda L o —

2 Dalton E. McFarland, Management Principles and Practices (N.Y.: Macmillan, 1974).
2 Peter Drucker, The Practice of Management (New Delhi: Allied Publishers, 1970), p. 10.
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» looking skill, Thi .. .
We are overemphasising knowledge and completely over g skill. Thg will elim:

. : ve the required degree, ing
individuals who, though highly skilled, do not !m Ak ngadcmic d%: " te thy
2 ertifi fessionals on the basis o . 8rees woyl |
<. People once certified as profess X St il 2y,
ey ; ir knowledge becoming obsolete in later yearg. S Ty,
professionals, despite their knowledg 3y

PROFESSIONAL MANAGEMENT VS FAMILY MANAGEMENT

The phrase “professional management™ is also somcllmcfi uljt:d az E:r;:i’:;::em 0 “fami Manag,

It is said that all family managements must be replaced by prof P T]nanagcrncm,_‘mana Mengy
birth should yield place to managers by profc.sswn. This v1elw IS 'rtml ota Iy'correct becay., SeTs
nothing basically wrong in perpetuating a family dynasty so lgng it also contlnue: to be dynami
System-driven. A study *covering 30 nations around the world points out that 75% of al

N 19 | firm C ang
world are family firms. In some of these firms family mh?ntanc-c has beep Continuing f, o tu:-iem the
instance, in Kikkoman Corporation of Japan—the world’s leading supplier of soya s, S.F

of the founders still control and run the firm after 17 generations since its birg, more th’an 300 8

ago. The phenomenal progress of Ford Motors, .E.xxon, IBM, Du Ifont, etf:.‘ bears testimop Yeay
quality of leadership, dynamism, versatility and vision of the Iespective fa_"'“]’_e§ of Forq,

Watson and Du Pont. The growth of the corporate sector in Inc_lla 'S our inspiring sag, Of dyng
and toil of some business families, at a time when professionalism was quite unknown, p, the \:1 "
of KK. Birla, “If people like Sir Jamshedji Tata or Rai Bahadur Gujarmal Mogj were tq O

Start .
business career again, I would any day put my rupee on them than on the best of the PfOfCSSiona]s Ez'i

A recent development in world business is emergence of the multinationa

Corporation which maintains world headquarters in one country but perform
personnel functions within many nations.

Although intemnationa] business is often an extension
political, legal and cultyra] environments of different countries tend

I or globa] Company._,
S marketing, finance ang

9% Usiness
, more difficult and costly to manage than economic activities in a single country,
: Following is a brief description of the various skills and abilities that an International manager mygy
possess

to-imitate resources, which

! ( tage. These include patents, trade secrets,
| proprietary designs, product development and process innovation, Coca-Cola’s formulas (Syrups

| and concentrates) are 2 key resource that has significantly contributed to the firm’s success.
I‘ Human relations skills of an i

! human resource management iting, 8, motivating and training it

| 2 London Business School and the Ewing Kaulmann Foundation: The Global Entrepreneurship Monitor Report of 2002. The
| Economic Times, July 21, 2004,

| a “Entrepreneurship and Professional Management”, Hindustan Times, june 9, 1978,
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53,000 overseas employees and its extensive networking with Chinese government agencies are
.cx amples of its human relations skills. Coca-Cola's ability to develop a group of intemalion.ally-
minded mid-level exccutives also exemplifies this skill. A U.S. supervisor working on an oil rig
in Indonesia learned this skill the hard way. In a moment of anger, he shouted at his timekeeper
(o take the next boat to the shore. Immediately, a mob of outraged Indonesian coworkers grz.l‘bbed
gire axes and went after the supervisor. He escaped by barricading himself in his quarters.” The
puman relations lesson this American learned was—never berate an Indonesian in public.
Technical skills of an international manager enable him: (a) to demonstrate that his products meet
international technical standards, (b) to align the technological and business strategies of his firm,
(c) to make the most efficient use of his firm’s existing technology, and (d) if his product is not
catisfying the local market, then to find a solution.
Ability to Evaluate Host Country Risk  Host country risk involves economic and political risks.
The economic risk incorporates measures such as the openness of the economic system, the infla-
ion rate and exchange rate fluctuation and the possibility of repatriating profits, with a general
assumption of—the more the change, the more the risk.
political risk encompasses political instability, conflict intensity between nations, likelihood of
changes in labour and environmental laws and regulations affecting business and trade, likelihood
of disruption to firm’s operation due to nationalist sentiments (e.g., there is cause to rethink their
international outsourcing plans for companies in the U.S. due to protests over job loss from unions
in the UK. and anti-outsourcing moves by several state governments in the U.S.) and the prospect
of an arbitrary decision by the host government. This may be related to ownership (e.g., outright
expropriation) or operation (e.g., an effort on the part of Japanese authorities to curb the direct
selling practices of Amway, which are at the core of its business model). It is useful to remember
here that while strong encouragement of foreign investment is now the norm, government policy
remains diverse in many cases.
Ability to Manage Country Risk ~ An international manager should have the ability to proactively
manage the two kinds of risks. Economic risks are generally managed in the following manner:
(a) Minimising outright commitment of resources;
(b) Signing bilateral or multilateral treaties that protect mutual investment;
(c) ldentifying or creating reciprocal settings where investment from the host country can be
seized in case of expropriation,
(d) Avoiding high visibility acquisitions or assets viewed as national icons;
(¢) Reducing exposure by utilising host country financing;
(f) Accelerating profit repatriation;
(g) Developing a staggered technology transfer policy;
(h) Opting for strategic alliances with a local partner and pacifying nationalist sentiments;
(i) Utilising agencies such as Overseas Private Investment Corporation (OPIC) which insure
against political risk;
() Building political support at home and in the host nation through lobbying public relations
and a proactive social responsibility;
(k) Monitoring political and economic development so as to prepare, avoid or counter interven-

tion.

 Richard L. Daft, Management, 2nd Ed (T.X.: Dryden, Fort Worth, 1991), p. 625.
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Management of political risk may mf,ll:llribuling to th
investment in local industnc? and ¢ 4 the local const
building often involves bringing on

boar:
i bility to assist a Multinay;
jance pariners. ernment 1t is the avility t Hllinationy|
4 l-'(‘;rilin-Pm Exert Pressure on Home Govern ing, pricing, tied aid, tied scholarships, anq

. ol
: e i ; arket via dumpi s . .
P (l\(;l:rh? l?;ﬁ::i:ﬁ; mI egitimacy is the acceptance of an MNE as a natural orgap iy ¢ N
S. Ability to Obtain Leg .

convince different politica] cones:
| environment. The international manager should be ztlrl:ll)t:1 :(e)s s °E2§mu.
i t‘:\ lt“l is firm operates as a domestic company, con th m
cies that his ta

bility seriously. Airbus often buys full-page advertisements in U.S. newspapers t, high,
responsibility :

light its use of U.S. suppliers. ledae of the host country’s political "

: i ¢ If the knowledge ot the
6. Anon-ledg}’ of chal }fm:ro:f:r":o identify key constituencies, the kn'o“.rledg? of legal envirgy
helps the international manag » and to set the range within which he can ¢op, i

. 13 he game - |
him to know the “rules of t . d
r:z::ti;:ﬂsbusiness activity. The laws that are of particular concern to him include competi

: ies involving the protection of ;
ine and distribution laws, patent laws and tn?atles Involving : OF Intg]
::l:ia?;rrg:;l:;g/ rights. Legal systems in difterent coutiies VALY their underlying princip
indeRe.n d?me’. transp arencg andt cn’:ocr‘c:;;:i: . The importance of culture to international busineg;

7. Femiliardy with the Lost Country ions of an international manager such as his cho;
cannot be overemphasised. Virtually all ﬁ{nctm h e
of organisation design, strategy formulation, management St)"le: uman resource man.agemept
international alliances and mergers are influenced by cultural differences and la.nguagc difficultjes
of the BPO industry, where a firm routes its customer calls to a contact centre in another country,
Also see Chapter 21. . .

8. Familiarity with International Monetary System and International Accounting !(nowledge of
international monetary system provides an international manager the answers to various questions
such as “Why do some currencies fluctuate more than others?” and “Why do some currencies
depreciate while others appreciate?”

Accounting is fundamental to MNEs because their ultimate success needs to be reflected in
accounting reports. An international manager, who faces different accounting systems in different
nations owing to different economic, political, legal, cultural and taxation systems, should know
how to harmonise these systems so that their diversity does not adversely affect his firm’s profits.

9. Knowledge of Human Capital Available in the Host Country Although the availability of human
capital is arguably more important for service sector than for the manufacturing sector due to the
role of the “human touch” it is well known that its lack has had negative impact on FDI flows
to less developed countries. Researchers have identified five dimensions of the value of human
capital. These are: availability, experience, quality, compensation level, and cultural distance.

uilding, advocacy advertising, cpp ’
¢ development at reglonal leve], C°alirng
ituencies, sometimes in the f,

|
Orm Ofa]_
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Nature and Functions of Managemant “——

& Management is the process of planning, organising, directing, controlling, Innovating and represent-
ing the effort of organisational members to achieve definite organisational goals.

o Man?g?mepl is both, a science as well as an arl. It is an inexact science, Howaever, its principles
|os distinguished from practice) aro of universal application.

@ Management does not yet completely fulfil all the criteria of a profession.

o There are'three |e:ae|s of management—firstline, middle and top. Managers at different levels of the
organisation require and use different types of skills. Lower level managers require and use a greater
degree of technical skill than higher level managers, while higher level managers require and use a
greater degree of conceptual skill. Human skills are important at all managerial levels.

— » Key Terms
skill This is an individual's ability to translate Technical Skill This is a manager’s ability to
knowledge into action. use the tools, procedures or techniques of his
Conceptual Skill  This is a manager's ability specialised area.

1o see the organisation as a whole, and to Roles These are sets of behavioural

coordinate all of its interests and activities. expectations of related individuals or groups
Human Relations Skill This is a manager's from @ manager.

ability to work with, understand, and motivate

other people.

Q Review Questions

1. Define management. List its functions. What is meant by the “management process”?

2. Distinguish between management and administration. How far is this distinction justified in your

opinion?

Comment on the true nature of management. Is it a science or an art?

“Management is getting things done through others.” Elaborate.

Discuss the importance of management in the present-day world.

What are the attributes of a profession? Is management a profession? Is it necessary for every

business to have a professional management?

7. Explain the principal functions of management. Would you attach different levels of importance
to these functions at various levels of management?

8. “Managers at all levels require some competence in each of the technical, human and conceptual
skills, albeit with difference in emphasis.” Analyse this statement with suitable examples from
your work experience.

9. What do you understand by the universality concept of management? Critically examine the pros
and cons of this concept.

SNITA R
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10. Match the following:

(a) Innovation and Representation as two additional ~ Mary Parker Follett
managerial functions,

(b) Characteristics of a profession. . l"lanry Mintzberg

(¢) Management is the art of getting things done E.F.L. Brech
through people.

(d) Roles of a manager, McFarland

(¢) Management is a comprehensive generic term., Ernest Dale

((a) Emest Dale, (b) McFarland, (c) Mary Parker Follett, (d) Henry Miﬂlzbcrg.

Brech,] 9 SR

11, Are there any differences in planning, organising, leading, controlling, ang coordinati,

: e
restaurant and a food-processing firm? Between a general hospital and a Steel plant? And betwena
a college and a recreation club? e

12, Outline the various functions and skills of a manager and explain the concept of
fectiveness.

13. What are the skills required of an international manager?

q)roject

(3) Identify some of the org

.

lege, a neighbourhood

managel‘ia] ef.

anisations that you come across in your day—to-day life such

clinic, a grocer’s shop and a cinema hal| and (b) describe t
functions of fManagement in these organisations,

This assignment can be carried out in the following manner:
1. List five Organisations and ex
2. Meet in groups of five or sj

as your ¢g|.
he imponam

3. Bfised on the above discussions in all groups, develop a common list entitled “What We would
d Their Management”,

ment in November 2016 had left hi

'm worried about his business pros
he could hardly find rest in the PostDiwali season which :
OQutstation guests would come fo his

But now, all this was not to be
idleness and rooms were mosi|

Pects. There was a fime when

: Was a peak time for his hotel business.
hotel in search of g comfortable stay and a hospitable service.

seen. The scenario was altogether different; staff was groping with
y lying vacant. The vendors fo the hote| were also not getting much
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pusiness although '""BY were often approaching for securing their usual payments. With each pass-
ng dOY Indroneel’s worries were growi'ng as the expenses of the hotel had to be met out anyhow
g though the business was nof running well. But he was more amazed because Arab’s Hotel
sbhinondan, @ nearby competitor, was not as badly hit due to demonetization; a hotel earlier seen
fing for guests had now been having a fairly good business. What was more surprising for
indroneel was that the guests were just leaving for Abhinandan affer making enquiries ot Parkland.
On learning about the non-availability of cashless payment facility ot Parkland, the guests would
omplly check-in at Hotel .Abhinundon. Although such helpless and constrained guests used to
lgter regre! their choice as it was no match to Hotel Parkland be it the fine catering, comfortable
day, hospitable staff, or affordable rates. However, it was usual for the Parkland guests, who were
otherwise satisfied, to resent the fime they were often supposed to wait for check-in, room service or
noking cash payments. A typical billing fime at the reception desk there, so to say, would sometimes
consume halfan-hour where it actually could have just been completed in about fifteen minutes. The
ervice staff took their time caring more for their services than for their waiting guests. Here, Abhi-
~andan outscored. Its brisk employees punctually rendered their services. A simple call of a guest
would be attended within no time. But then sadly the services had to be repeated in many cases,
just because of their incorrectness. For instance, Neha Mahajan, one of the guests at Abhinandan,
|gter recounted about the wrong breakfast she was given thrice before being served the right one.
Her colleague Sarika, also staying in the same hotel, was delivered an incorrect bill twice before
4 was rectified. At times, in their hurriedness, the Abhinandan employees would often make wrong
enfries in the reception records or would misplace the credit cards given to them for swiping. It was
because of such issues that the guests felt that it would have been far better to persuade Indroneel
o ot least accept the cheques than to bear the unnecessary problems of faulty money transfers and
many such more at Abhinandan.

Discussion Questions
1. What managerial problems do you feel were there at the two hotels?
2. Which of the two hotels is observed to be more effective? Give reasons.
3. Of the two hotels, which one you find out to be more efficient? Give reasons.
4. What initial managerial improvements need to be made by these hotels?

2. Inoravo Lro.: Piavine Manaceriat Rotes wity Manaceriat Skiuts

Indrado Ltd., Mumbai is a progressing organization that manufactures industrial radiators. These
are meant to be supplied fo big industrial firms that manufacture large engine sels. Ever since its
establishment in 1983, Pawas , an electrical engineer, has been in charge of all the major activi-
ties of the organization. Initially, he alone was busy in procuring machines, raw material, workers
and managers; complying with legal formalities and handling clients, besides host of other activi-
fies. But since 1990, he is being ably assisted by a core team comprising Sushant, the business
development manager; Ritam, the production manager, Gaurav, the HR manager and Abhay, the
supply chain manager.

Pawas is now—a—days usually very busy with his plans to further diversify the business of Indrado.
At first, he plans to enter the new and exclusive field of radiators that are made on cuprobraze
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technology. The radiators based on cuprobraze technology are P“’:fe"ed by RG_'IWUYS worldwide due
to their durability. The competing firms, in contrast, use the aluminum based inputs to manufactyrg
radiators which are less costly but not durable. However, Pawas has to work hard with hjs team
before he can finally get orders for cuprobrazed radiators. e o

One day sitting in his chamber Pawas was discussing the project with his 'Bgm- .The. idea is gooq
but do we have the required machines | doubt whether we can move uhea’d', said Bltom. “.. Alsg
we shall have to search and prepare new raw material suppliers. Wouldn't it be wise that we, qf
least, postpone it? “asked Abhay. “No, don't feel let down by petty problems. These are obvioys.
Let me tell you friends, success is earned by hard work... and remﬁmber we are no less... come
on... we all can and will do it.” said Pawas charging up his team. “Yes, | agree w[tll'n YOU sir. W
shall do it. It's a good opportunity for us to beat our competitors”, Gaurav said excri.rngly, “OK...
if all agree then let us start to work on it" said Ritam, who now saw some hope. Without Wasting
any time, he went straight fo his cabin and sat on to prepare the druwmg for the new radiator,
Two weeks passed away but still he could not give a final shape to his wo_rk. Then one oﬁernoon‘
Pawas , silently displaying his engineering experience, joined him to explain exc?ctly where he wqq
stuck up. And that was the moment when the drawing for the radiator took a final .shape_ “Yes. ..
yes sir, thanks a billion ....we have done the first step..” exclaimed Ritam happily taking leave frop,
Pawas to meet his deputy managers. Pawas stayed back thinking about many more difficult tasks
that had to be completed by the month-end before the actual production could start. Among them,
arranging finances and getting orders were the trickiest ones. For finances, he had things in mind fo
make up the resource scarcity. For instance, he would have to cut down some resource allocations
to supply chain; regulate the business development activities still more , and the like. All this wqg
needed to facilitate the production activity.

As regards orders, Pawas had expectations from Sushant, a marketing graduate. And this even
turned true. Sushant, after a week-long business development tour, returned with his bag filled with
orders from four Railways organizations. Pawas sat with him to understand the market scene. He
was eager to know how the clients reacted towards his upcoming product; how competitors are
preparing themselves to face the challenge from Indrado and the like. Next, he immediately called
meefing fo share this information with his colleagues. This was important as his core team required
to develop coordination to achieve the common goal in a given time frame. Moreover, Indrado’ s
competitors also were not to be given much time to react.

Loter that day, Pawas was safisfied to see Abhay, an expert in human resource management
and industrial relafions, busy discussing with Ritam about the training schedule for the workers. To
Pawas, this appeared to be a stage when things seemed to move as per his plans. His entire team
was functionally gearing up and aligning o meet the target.

Discussion Questions

1. Identify the type of roles Pawas is seen to play in his c;rganizolion?
2. Describe the different skills displayed by Pawas.
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Development of

Management Thought

l\'firs LEARNING OBJECTIVES

This chapter will enable the reader to:

o Examine the contributions and limitations of F.W. Taylor's scientific management
o Describe the contributions and limitations of Henri Fayol's administrative management
o Discuss the contributions and limitations of Max Weber’s bureaucracy

o Relate the Hawthome's experiments to the contributions and limitations of Elton Mayo’s human rela-
tions movement

o Analyse the behavioural approach of management scientists such as Douglas McGregor, Abraham
Maslow, Kurt Lewin and others

o [dentify the quantitative approach to management thought
e Explain the systems approach to management thought
o Explain the contingency approach

Management as a practice and as a field of thought and study has a long history. Its roots go back
to several hundred years. Kautilya’s highly innovative work Arthasastra written about 321 B.c. out-
lines almost everything that the state should do and describes how it should be managed for public
good. Thus in these early times, management thought existed, but only in a somewhat nebulous and
unsophisticated state. The real beginning was made much later in the nineteenth century when with the
introduction of railroads and growth in the size of joint stock enterprises in America, new problems of
delegation of authority, exaction of responsibility and control arose. This ushered in the real beginning
of the development of management thought.
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ing and performanc ;
In Inter years, several studies of the structure, functioning and p ¢ of organjg, .

' ' 3 10
. ide by sociologists, physial... . ong
behaviour of groups and individuals wuhinl them wclrii::l T ji’cncc of?nam;gcr?:)]og's anda"d
mists. Their findings mingled with the distilled prac Sand furthe,
the management thought, I :
ot has become a more T

During the last hundred and filty years, I“.n."ngc"“{:::ill,l:qormnnngcmc"l ‘hs(;:c?:lﬁc "]'- iplin
certain standandised principles and practices. The evo ght durmg this
can be studied in three parts as under:

cnf lch cd

€ wity

pcflqd

\. Early classical approaches, represented by scientific management, administragjy, Man
and burcaucracy Akt )

2. Neo-classical approaches, represented by h}““.““ n,lnuonshm;pl;t::::isand bc}’"‘”ouml Ppro

3. Modern approaches, represented by quantitative approach, sy approach anq co“ﬁnga:nh
approach

agemem

y e .
The contnbutions made by all these appma0}1cs to managcmcrldz 't';"fﬂs a.foundauon for
management. They make it casy for us 10 t!c.mdc whalhwc m:]JSho ’ unction most eﬂ"ective]y
managers. Without them, all we had are intuitions, hunches and hope. CH

EARLY CLASSICAL APPROACHES

Scientific Management

Frederick Winslow Taylor (1856-1915) is considered to be the Father of Scientific Managemem
exerted a great influence on the development of management thought through his expel‘imems. j
writings.' During his career spanning a period of 26 years, he conducted a series of experimengs ;
three companies: Midvale Steel, Simonds Rolling Machine and Bethlehem Steel. -

While serving as the Chief Engineer of Midvale Steel Company, Taylor made several importap
contributions which are classified under scientific management.

1. Time and Motion Study

Since Taylor had been a machinist himself, he knew how piece-work employees used to hold back
production 1o its one-third level because they feared that their employers would cut their piece rate
as soon as there was a rise in production. The real trouble, Taylor thought was that no one knew how
much work it was reasonable to expect a man to do. He, therefore, started time and motion study, un-
der which each motion of a job was to be timed with the help of a stop watch and shorter and fewer

motions were 1o be developed. Thus the best way of doing a job was found. This replaced the old
rule-of-thumb-knowledge of the workman.

2. Differential Payment

Ta_ylor introduced a new payment plan called the differential piece work, in which he linked incentives
with production. Under this plan a worker received low piece rate if he produced the standard number

of pieces and high rate if he surpassed the standard. Taylor thought that the attraction of high piece
rate would motivate workers to increase production,

! Taylor wrote two books Shop Management and The Principles of Scientific Management. Both appear in his Scientific Man-
agement (N.Y.: Harper & Dros, 1947),
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3, Drastic Reorganisation of Supervision

Taylor suggested tWo new concepts: (i) separation of planning and doing, and (ii) functional foreman-
ship. In those days it used to be customary for each worker o plan his own work. The worker himself

to select his tools and decide the order in which the operations were to be performed. The fore-
man simply told the worker what jobs to perform, not how to do them. Taylor suggested that the work
should be planned by a foreman and not by the worker. Further, he said that there should be as many
foremen as there are special functions involved in doing a job and each of these foremen should give
orders t0 the worker on his speciality.

4, Scientific Recruitment and Training

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

5, Intimate Friendly Cooperation between the Management and Workers

Taylor said that for the above suggestions to succeed, “a complete mental revolution” on the part of
management and labour was required. Rather than quarrel over whatever profits there were, they should
both try to increase production. By doing so, profits would be increased to such an extent that labour
and management would no longer have to compete for them. In short, Taylor believed that management
and labour had a common interest in increasing productivity.

Taylor’s concept of scientific management developed into a movement and dominated the industrial
management scene for several decades after him. His principles and concepts were refined and enlarged
by several of his followers, notable among them being Henry L. Gantt and the Gilbreths.

Gantt insisted that willingness to use correct methods and skills in performing a task was as impor-
tant as knowing the methods and having the skills in the first place. Thus he saw the importance of the
human element in productivity and propounded the concept of motivation as we understand it today.
He introduced two new features in Taylor’s incentive scheme which was found to have too little moti-
vational impact. First, every worker who finished a day’s assigned workload was to win a 50 per cent
bonus for that day. Second, the foreman too was to earn a bonus for each worker who reached the daily
standard, plus an extra bonus if all the workers reached it. This, Gantt reasoned, would spur a foreman
to train his workers to do a better job. Gantt also developed the idea of rating an employee’s work
“ publicly. Every worker’s progress was recorded on individual bar charts, inked in black on days he or
she completed the standard, and red on days he or she fell below. Going beyond this, Gantt originated
a charting system for production control. This system, called the “Gantt chart” is still in use today. It
reflects each man’s daily performance in relation to a predetermined quota or standard of performance.
Read “Control Techniques” in Chapter 18.

Frank and Lillian Gilbreth made their contribution to the scientific management movement as a
husband and wife team. They made motion and fatigue study their lifework. Using motion picture
cameras, Frank Gilbreth tried to find the most economical motions for bricklaying. He classified all
movements employed in industrial work into 17 basic types, called “Therbligs”, and provided a shorthand
symbol for each so that the analyst could easily and quickly jot down each motion as he observed the
worker in action. According to Gilbreths, motion and fatigue studies raised workers’ morale, not only
because of their obvious physical benefits but also because they demonstrated management’s concern |

for the workers.

gy e L
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Contributions and Limitations of Scientific M

Contributions

(1) The time and motion studies have made

: Jla ional,
in a task can be made more efficient and ratio
" . b , t placed on scientific selection of workers hag made |
(1) The stress which scientific management p N

; scted to do his j
recognise that without ability and training a person cnnn;)]i l:](:: ;’;I:}t;as cncouragcfl:nr;;(;pfrly'

(ii)) The importance that scientific management gave to I\’IVO odictitn Jétigand whitc_m“agcrs
seck that “one best way™ of doing a job. Both blue-co ﬂf pdocs one:biak) a0 stz I 0ffigg
and service jobs have become specialised (the cm'ployt-fl!" s 1;1akcs o s cmc.;ed (the
employee performs the task the same way every time). ent ang
the management’s control over them casier.

(iv) Taylor's scientific management approach has evo
engineering. This is concerned with product, proccss'
operating procedures; work measurement and standards;
interactions.

anagement

us aware that the tools and physical movementg involye

Ived into what is now generally cajjeq job
and tool design; plant layout; Standapg
and work methods and h"maﬂ"machine

Limitations

(i) Taylor’s scientific management emphasises the management of 'only rlrll.usl::ular t;]s(ks at the flog,
level and neglects the areas of problem-solving and demsmnjmakmg, WL AIC O'ﬁ €Yy Importance
at the other managerial levels. This has made Marqh and Simon deS(.:nbe scienti C managemep
as “physiological organisation theory™, which envisages men as adjuncts to machmcs:

(1) Taylor’s belief that economic incentives are strong e'nough”to motivate onkers for. Increaseg
production is wrong. No man is entirely an “economic man-, that 1s, a man’s behawgur 1S not
always dictated by his financial needs. He has many other needs also, sucl'l as security needs,
social needs or egoistic needs which motivate him far more potently than his desire for Money,
at least after he has risen above the starvation level.

(1ii) If the term “scientific” refers to a particular method by which hypotheses are developed and then
checked systematically against the facts, much of Taylor’s work would fall short. For example,
Taylor’s time and motion study is not entirely scientific. This is because two time studies dope
by two separate individuals may time the same job entirely differently. There is no such thing as
“one best way” so far as the component motions are concerned, because no two individuals can
be expected to work in the same way at the same rhythm, with the same attention and the same
learning speed.

(iv) Separation of planning and doing is like demanding that swallowing food and digesting it be
carried on in separate bodies. To be understood the two processes have to be studied separately...

But to be nourished, the same body needs both, just as a job must contain planning as well as
doing. Having a man take orders from 7 to 8 different boss

ses results in confusion, besides in-
creasing the overhead cost.
(v) Taylor’s scientific management could not develop rapidly because of the following factors:

(a) Advances in methods and better tools and machines eliminated some workers, who found
it difficult to get other jobs. This caused resentment among them.

? James G. March and Herbert A, Simon, Organisations (N.Y.: John Wiley & Sons, 1958), pp. 12-22.
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(b) Taylor had difficulty in persuading his followers to understand his ideas or carry them on.
In the 1920' and 1930, “efficiency experts” trained in the methods of Taylor, Gilbreth
and others, were ofien held in contempt because of their alleged treatment of human beings
as automations without attention to their needs or attitudes,

Administrative Management

while Taylor is considered the Father of Scientific Management, Henri Fayol (1841-1925) is considered
the Father of Administrative Management theory with focus on the development of broad administra-
tive principles applicable to general and higher managerial levels. He was a French mining engineer
wmed a leading industrialist and successful manager. He wrote a monograph in French in 1916, entitled
«General and Industrial Administration”. Until this book was translated into English in 1929, little was
known about him by the western world.*

In his treatise, Fayol provided a broad analytical framework of the process of administration. (He
used the word “administration” for what we call management.) His perspective, unlike that of Taylor
extended beyond the shop level and the physical production processes and was of a macro nature,
covering the general administrative and managerial functions and processes at the organisational level.

Fayol wrote that all activities of business enterprises could be divided into six groups: technical,
commercial, financial, accounting, security and administrative or managerial. Fayol's primary focus,
of course, was on this last managerial activity because he felt managerial skills had been the most
neglected aspect of business operations. He defined management in terms of five functions: planning,
organising, commanding, coordinating and controlling.

Fayol’s five management functions are similar to the functions of planning, organising, directing and
controlling that we have described in Chapter 1. Many management theorists and even practitioners
have found this classification very useful and realistic. Further, the process of management as a series
of functions originated with Fayol. He emphasised repeatedly that this process is the same at every
ievel of an organisation and is common to all types of organisations.

Fayol also presented 14 principles of management as general guides to the management process and
management practice. These are discussed below.

Division of Work

Division of work in the management process produces more and better work with the same effort. Vari-
ous functions of management like planning, organising, directing and controlling cannot be performed
efficiently by a single proprietor or by a group of directors. They must be entrusted to specialists in
related fields.

Authority and Responsibility

As the management consists of getting the work done through others, it implies that the manager should
have the right to give orders and power to exact obedience. A manager may exercise formal authority
and also personal power. Formal authority is derived from his official position, while personal power
is the result of intelligence, experience, moral worth, ability to lead, past service, etc. Responsibility
is closely related to authority and it arises wherever authority is exercised.

3 The original French title of the book is General and Industrial Administration. But in English translation the word “manage-
ment” replaces the “administration”.
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is willing to exercise authority, must also be prepared to bear responsibility to per.

An individual who

form the work in the manner desired. However, responsibility is feared as much as authority is sought afler,

Discipline

Discipline is absol
ence to authority, observance 0 :
sincere efforts for completing the given job, respect for superiors,
discipline are (a) good supervisors at all levels, (b) clear and fair agreements between the employees

and the employer, and (c) judicious application of penalties. In fact, discipline is what leaders make it,

utely essential for the smooth running of business. By discipline we mean, the obedi.
f the rules of service and norms of performance, respect for agreements,
ctc. The best means of maintaining

Unity of Command
This principle requires that each employee should receive instructions about a particular work from one

superior only. Fayol believed that if an employee was to report to more than one supcrior'. hc would' be
confused due to conflict in instructions and also it would be difficult to pinpoint responsibility to him,
(Note that the importance of such a restriction was not realised by F.W. Taylor when he recommended
that there should be as many foremen as there are special functions in doing a job and cach of these

foremen should give orders to the worker on his speciality.)

Unity of Direction
It means that there should be complete identity between individual and organisal.ion:fl goals on lh(.: one
hand and between departmental goals infer se on the other. They should not pull in different directions,

Subordination of Individual Interest to General Interest

In 2 business concern, an individual is always interested in maximising his own satisfaction through
more money, recognition, status, etc. This is very often against the general interest which lies in maxi-
mising production. Hence the need to subordinate the individual interest to general interest.

Remuneration

The remuneration paid to the personnel of the firm should be fair. It should be based on general busi-
ness conditions, cost of living, productivity of the concerned employees and the capacity of the firm
to pay. Fair remuneration increases workers’ efficiency and morale and fosters good relations between

them and the management.

Centralisation

If subordinates are given more role and importance in the management and organisation of the firm,
it is decentralisation. The management must decide the degree of centralisation or decentralisation of
authority on the basis of the nature of the circumstances, size of the undertaking, the type of activities
and the nature of organisational structure. The objective to pursue should be the optimum utilisation

of all faculties of the personnel.

Scalar Chain

Scalar chain means the hierarchy of authority from the highest executive to the lowest one for the
purpose of communication. It states superior-subordinate relationship and the authority of superiors in
relation to subordinates at various levels. As per this principle, the orders or communications should
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g~ mgb the proper channels of authority along the scalar
csin But in case _Lbcrc is 2 need for swift action, the proper
s of suthonity may be shont-circuited by making direct
. (called gang plank) with the concemed authority.

Is Fig. 2.1 we find two ladders of authority—one from £
s 4 22d the other from P 1o A. In a strict observance of the
scaler cham, &my communication from D to O would go all
i'cW_T‘:,-;:.;;:ﬂ.{arzdck:r'mathf:othersidx:c'fthetria‘rzglcm0.
Teis is 2 time consuming procedure. Fayol suggested that if
e is n2ed for swiit action D and O may be authorised by
it respective superiors (C and N) to have direct contact with
oach other. A gzng plank can be thrown across between D and Fic.2.1 Gang plank
0. By tais method, the scalar principle is safeguarded and at
&2 same time the subordinate officers are enabled to take swift action.

Order

To ;v;m::gs fn e order needs effort. Disorder does not need any effort. It evolves by itself. Manage-
—ert :.:f.f.z.‘d obizin orcerlines in work through suitable organisation of men and materials. The principle
of “right p2ce ior f—'_"ff}mg mf_‘ fO{ every man” should be observed by the management. To observe
this principle, there is need for scientific selection of competent personnel, correct assignment of duties
1o personnel 2nd good organisation.

Equity

Equity mezns equelity of fzir treatment. Equity results from a combination of kindness and justice.
Employess expect management 1o be equally just to everybody. It requires managers to be free from all

prejudices, personal likes or dislikes. Equity ensures healthy industrial relations between management
znd lzbour which is essential for the successful working of the enterprise.

Stability of Tenure of Personnel

In order to motivate workers to do more and better work, it is necessary that they should be assured
security of job by the management. If they have fear of insecurity of job, their morale will be low and
they cannot give more and better work. Further, they will not have any sense of attachment to the firm
znd they will z2lways be on the lookout for 2 job elsewhere.

Initiative

Initiztive means freedom to think out and execute 2 plan. The zeal and energy of employees are aug-
mented by initiative. Innovation which is the hallmark of technological progress, is possible only where
the employees are encouraged to take initiative. According to Fayol, initiative is one of the keenest
satisfactions for zn intelligent man to experience, and hence,-he advises managers to give their em-
ployees sufficient scope to show their initiative. Employees should be encouraged to make all kinds of
saggestions to conceive and carry out their plans, even when some mistakes result.

Esprit de Corps

This means team spirit. Since “union is strength”, the management should create team spirit among
the employees. Only when all the personnel pull together as a team, there is scope for realising the
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objectives of the concern. Harmony and unity
undertaking. To achieve this, Fayol suggested tw
avoided, and two, verbal communication should be used for ren
grow more bitter when cleared through written communication.

s of Administrative Management

Both Taylor and Fayol had essentially the who best represents the prodyc'tiqn specialists same goal of
increasing production but they tried to reach this goal from different directions. Taylor, worked from

the bottom of the hicrarchy upward, whercas Fayol, who best represents the organisational specialists,

worked from the apex downwards.
Fayol's principles met with widespread

agers themselves. In the United States the

General Motors executives—James D. Mooney a

Omward Industry, in 1931, later revised and renamed Principles of Organisation. .
f principles of management came with Colonel L. Urwick, a distin-

ouished executive and management consultant in U.K. He wrote a book, The Elements of Administration,
in which he tried to assemble the concepts and principles of Taylor, Fayol, Mooney, Railey and other early
management theorists. Some of the several dozen principles he advocated are as follows:

1. There should be clear line of authority, as in the military, from the top management down to the

L]

among the stafl are a great source of strength to the
o things. ‘One, the motto of divide and rule should be
roving misunderstandings.’ Differences

Contributions and Limitation

acceptance among writers on management and among man-
most important acceptance of his principles came from two
nd Alan C. Railey. These executives wrote a book,

The real explosion in the number o

lowest employee. . o N
The authority and responsibility of each employee should be communicated to him in writing,
Each individual should perform one function only.

The span of control of a manager should never exceed SiX.
Authority can be delegated, but not responsibility.

U oW

Universalist Approach

Drawing inspiration from Fayol, a new school of thought known as the “Principles of Management”

or the “Management Process School” came into existence. Harold Koontz and Cyril O’Donnell are
the champions of this school. They believe that management is a dynamic process of performing the
functions of planning, organising, staffing, directing and controlling. They also believe that these
functions and the principles on which they are based have general or universal applicability. Man-

form the same functions of planning

agers, whether they are managing directors or supervisors, per

and control although the degree of complexity may differ. Similarly, management functions are not
ble to all organisations wherever group effort

confined to business enterprises alone but are applica
transferable

is involved. Management theory, as a body of knowledge, is not culture-bound but is
from one environment to another. This approach is also referred to as the universalist approach. In
their classic study of management practices in 29 countries, Harbison and Myers* have concluded
that management theory, concepts and principles in different cultures remain the same although these |
may give rise to different management practices or techniques. Thus, the principle of control remains
the same in all cultures though it may differ in its techniques—one culture may follow command,
another may follow persuasion. The same is true in the field of natural sciences. Countries with different

4 F. Harbison and C.A. Myers, Management in the Industrial World, N.Y. McGraw-Hill, 1959.
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.nm.lllhh al o iy Bl et dendgnm of sutomohiles it the physleal science principles

T N LI

[ Faynls il ot diviston of work or spocilisatdon praduces the following dysfunctiona

b ,;“:ﬂ-n'“l-”i B
() 0 Do b O Bt ol stk work geonps with noms and goals often ot odds with those

ol e et e fnsividunl eares out his innslpned it ns something apart from the
vt g al e orianintion we o whole, Ho does not eare (0 know how his job fits
TN LRSS fHete

() 10 ottt b e dissatiafietion of workers becanse it does not provide them the opportunity
MRS Al et abhies,

(o) I el i ereass i the averhead eost because the more the specialisation develops
b g tevel the genter ecomens the need for coordination at a high level,

v For oy ol Fayol's prneiples one cian fnd wn equally plansible and acceptable contradictory prin-

ot ik et nothing in Fayol's weltigs o indicats which is the proper one to apply. Simon®
sttt iatedd (i cnnetsm by elordng o e prinelple of unity of command and the principle of
speetlisation e diviston ol fabour, Both the principles, he said, cannot be followed simultane-
aualy For eximple, 10 aceonntant in o marketing departiment is subordinate to the marketing
pnger ad 1wty ol commund I obrerved, then the finance department cannot issue direct
pidern o iy regarding the technienl, ncconnting sspects of his work. Similarly, the principle of
nited apian b contial Gadvoented by Guliek, Urwick, and others) does not go hand in hand with
anotlier of thete principles which says (it the number of organisational levels should be kept at a
it becase on limiting the spun of control, number of levels of management increases. In
(hiie way, winy of these prineiples are full of contradietions and dilemmas, This provoked Simon
(o vemiath that theae prinoiples e no better than proverbs which give opposite messages.

[ Ness prineiples are bised on few case wtudies only and have not been tested empirically, Indeed,
whenever theae prinviples hiave been tested emplrienlly, they have fallen like autumn leaves, For
example, Dale found considernble varintion In the span of control of the chief executive even
among highly soceessul firms as agabnst e Hmit ol six by Urwick,

Tliene principles wre ollen stated as unconditional statements of what ought to be done in all
chrenmstancet when what 1s needed are conditionnl principles of management. For example, it is
ol eonect to sy Gt the nuthority and responsibility of an employee should be explicitly described
I il types of enviconments beeause ns shown by Burns and Stalker,” in a technologically turbulent
enviconment an employeae’s job should be s little defined ns possible, so that it can shape itself
according (o the chianging needs of the situation,

Thewe prinelplen (viz,, the prineiple of specinlisation, chain of command, unity of direction and span
of control) result Into the formation of mechanistic organisation structures which are insensitive
o employees’ wochnl and psychological needs, Chris Argyris® contends that such structures inhibit
the employeen’ sell-actunlination and nccentuate their dépendence on superiors. They also develop

Meibert Simon, Administrarive Behaviour (N.Y.: The Free Press, second ed.), p. 20,
"Vinest Dale, 1 mning amd Doveloping the Campany Organisation Structure (N.Y.: American Management Association, 1952).

"1 Wi and €M, Stalker, The Management of Innovation (London: Tavistock, 1961),
" Chita Avggyrin, Integrating the Individual and the Organtyation (NY.; Wiley, 1964),

h-__—._—___—__—
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& ' Princpios of Managemen!
cular departments rather than towardg

among employees an orientation towards their own parti
the whole organisation, . .
6. These principles are based on the assumption that organisations nrchc':l;:slclzlc :zs;zr:;pi:ttg:j :;
isati ’ the rigid structures whic
not so. Organisations are open systems. Hence ‘ . .
create, do not work well under unstable conditions. (Read ‘Systems Approach described later in

this chapter.)

Bureaucracy
ther of Bureaucracy. About 1910 he made a study

Max Weber®, a German sociologist, is known as the Fathe ucracy. . .
of different types of business and government organisations and distinguished 3 basic typt?s_of' ac.lmu]-
" { burcaucratic. Leader-oriented administration is

istration 1 m: leader-oriented, tradition-oriented anc :
:wrtl? :: :-;?c‘t:]fhcm is no delegation of management ﬁmclions.-All employees serve as loyal subjc'cts of
a leader. In tradition-oriented administration, managerial positions are Illanded d.owP from generauop to
generation. Who you are rather than what you can do, becomes the primary criterion for work ass1gr‘|-
ment. In burcaucratic administration, delegation of management responsibilities 1s ba.scd on the person’s

No person can claim a particular position either because of his

demonstrated ability to hold the position. cl : |
lovalty to the leader or because the position has been traditionally held by members of his family. People

eam positions because they are presumed to be best capable of filling them. Weber cqnsiders this last
type as the ideal npe of administration—which is different from its opprobrious meaning.

Important Features of Bureaucratic Administration

1. There is Insistence on following Standard Rules Weber believed that the authority in an
organisation should not be governed by the personal preferences of the employer but it should be gov-
emed by standard rules. In other words, the institutional cult should replace the personality cult. He
said that this would provide equality in the treatment of subordinates and continuity and predictability

of action. This would also obviate the need for searching ad hoc solutions to problems.

2. There is a Systematic Division of Work This increases production by improving efficiency
and saving time in changing over from one job to another.

3. Principle of Hierarchy is Followed Each successive level in the hierarchy has authority not
only over the echelon immediately below it, but also over all echelons below. This is called transi-
rivity of authority.

4. It is Necessary for the Individual to have Knowledge of and Training in the Applica-
tion of Rules because these form the basis on which legitimacy is granted to his authority.

5. Administrative Acts, Decisions and Rules are Recorded in Writing This makes the
organisation independent of people besides making people’s understanding more accurate.

6. There is Rational Personnel Administration People are selected on the basis of their
credentials and merit, and are paid according to their position in the hierarchy. Promotions are made
systematically. Penalties are universal. They apply to everybody equally; no one is exempted and no

one is shown special favour.

¥ Max Weber, The Theory of Social and Economic Organisation (N.Y.: Oxford University Press Inc. 1947).
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contributions and Limitations of Bureaucracy b

cpmrlbuﬂons |

. Bureaucracy can be viewed as the logical extension of management when it becomes impossible
for one person (o fulfil all management functions, The concept has enabled most modem large
scale organisations which require functionally specialised staff to train and control the people
with heterogeneous backgrounds and to delegate specific responsibilities and functions to them. .-
purcaucracy, which comes from viewing it with a “closed system strategy”, has been the prefer-
ence of most managers who want to predict the future accurately.

Burcaucracy has provided to the worker a scapegoat, a place to lay the blame: the boss, the
organisalion, fellow workers, the rules. The employee can find fault with any of these and leave
his job unburdened.

e

Limitations
During the past years, however, bureaucracy has come in for a lot of criticism. Researches by Merton,'”
Selznick'' and Gouldner'? have revealed several “dysfunctional consequences” (a polite term for “harm-
ful") of bureaucracy. Bennis and Thompson'? are among the severest critics of bureaucratic organisations.
In fact, Weber himself in his own lifetime became so much disenchanted with these organisations that
he later on began to attack the concept which at one time he had helped to immortalise.

The following are important dysfunctional consequences of bureaucracy, which induce many people
to say that it is not rcally a workable organisational form:

1. Overconformity to rules In a bureaucratic organisation, employees observe “stick to the rule”
policy because they fear being penalised for the violation of these rules. They therefore follow only
the letter of the law without going into its spirit. For example a doctor in the emergency ward spends

recious time in filling up various forms before helping the accident victim. Violation of rule, begets
more rules to take care of the violations.

2. Buck-passing In a bureaucratic organisation the employees’ initiative is stifled. In situations where
there are no rules, employees are afraid of taking decisions independently lest they may be punished
for the wrong decisions. They, therefore, either shift decisions to others or postpone them. As a result
office work increases and the Parkinson’s law comes into operation.

3. Trained incapacity In a bureaucratic organisation the training and experience, repeated many
times over, develop in an individual skills and abilities in a specialised area only. The individual finds
himself incapable to respond appropriately to new situations in other areas. The intensity of his train-
ing in one area means training in other areas is usually neglected. This limits his contribution to the
organisation in several ways. He fails to trust common sense which goes beyond his field of specialisa-

tion and develops a marked aversion to new ideas."*

1 Merton, R K. (1940), Bureaucratic Structure and Personality. Social Forces, No. 18.
" Selznick, P. (1949), TVA and The Grass Roots, Berkeley.

% Gouldner, AW. (1954), Patterns of Industrial Bureaucracy, Free Press.
" James D, Thompson. Organisations in Action, New York, McGraw-Hill Book Co. 1967.

" Harold Laski, “The Limitations of the Expert”, Harper s Magazine, Dec., 1930.
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4, D.Isplaccment of goals  Goal displacement takes place when an organisation substitutes for its
legitimate goal some other goal whereby an instrumental value becomes a terminal value or the meang
become more important than the ends. The following are some examples:

(@) Employees so intensively internalise the rules that the goals which these rules were originally
framed to achieve are totally forgotten. A stranger enters an office and seeks some informatiop
from an employee sitting there. But the employee, instead of supplying him the required informa.
tion asks him to follow the rules and to go to the cnquiry counter.

(b) Employees develop “professional automation” when the management insists on following a cer.
tain way of doing things and praises or punishes employees on the basis of their adherence to that
preseribed way (and not on the basis of their achievement of goals). If a librarian is praised for the
neat and orderiy look of the library and not for the increase in the number of book borrowers, if 5
factory worker is praised for his regular attendance and not for the quality of his performance and jf
& teacher is praised for the pass percentage of his students and not for the quality of his instruction,
it is not surprising if they begin to feel after some time that the orderly look of the library, regular
factory attendance and high pass percentage are all what are demanded of them. Story is told of
{ransport spokesman who countered complaints that buses often whizzed past waiting commuters
by arguing that picking up passengers upset timetables. In fact, appraisals in many organisations
are based on information that is easy to collect rather than that which is intrinsically important.

(c) Secondarv goais of an organisation so completely subordinate its primary goals, that the latter are
no longer served effectively. A university may initiate certain social or extra-curricular activities
to attract students to classes, but if the social activities consume the greater proportion of the
university’s time and resources or become the major focus of the participants’ commitments, then
they undermine the achievement of the teaching goal. A company may decide to put in a secret
detective force in order to cut down on losses due to theft and carelessness. The net result may
oe that the cost of the service is greater than the amount of theft prevented and that production

: drops due to a lowering of the morale among the workers.
| (d) Departmental interests develop: Managers begin minimising and controlling their own expenses
| which may result into losses to other departments in the system. This is called sub optimization.
A plane belonging to a major American airline was grounded one afternoon for repairs at airport
A, but the nearest mechanic qualified to perform the repairs worked at airport B. The management
' at airport B refused to send the mechanic to airport A that afternoon, because after completing
' the repairs the mechanic would have had to stay overnight at a hotel, and the hotel bill would
come out of B’s budget. So the mechanic was dispatched to airport A early the following mom-
ing, which enabled him to fix the plane and return home the same day. A multi-million dollar
| aircraft sat idle, and the airline lost hundreds of thousands of dollar in revenue, but manager B’s
! budget was not his for a $100 hotel bill. Manager B was neither foolish nor careless. He was
| doing exactly what he was supposed to be doing controlling and minimising his expenses.

5. No real right of appeal The clients of a bureaucratic organisation generally feel dissatisfied
because they have no real right of appeal. Superiors very often side with the viewpoint of their sub-

ordinates.

' 6. Neglect of informal groups Man is imbued with sentiments. Being a social creature, he forms
informal groups which play a very important role in all organisations. An entirely new discipline called
“group dynamics™ has now come into existence which provides us with deep insight into the formation
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d working of these groups. Burcaucratic organisations often ignore the existence of informal groups
which usually carry out a big chunk of organisational work.

7. Unresponsive to changes .ln the environment  Precise description of roles and overcon-
formity t0 rules make burcaucralu:: structures rigid. Such structures, though they work well is stable
environments, do not cope well with today* changing environment. Organisations today need flexible
ructures t0 be able to frequently interact with their environment for collecting, processing and moni-
toring information and changing the job descriptions and the roles of their employees.

g, Inability to sqtisfy tl_le needs of mature individuals The maturity-immaturity theory,

mpoundcd by Chris r\rg.)'ng.'_’ explains in great detail how bureaucratic organisations are unable to
meet the needs of mature individuals who work in them. According to this theory, a mature individual
wants independence, initiative, self-control, opportunity to use all his skills and information to plan his
ayture. But the hierarchy and control features of a bureaucratic organisation work agzinst these needs.

. Not complete_ly rational No bureaucratic organisation is so rationally organised and staffed
<nd so completely in possession of the facts necessary to operate that it can function without feigning
or imagining that which does not exist or is not true.

ENEO-CLASSICAL APPROACHES -

These approaches are called neo-classical because they do not reject the classical concepts but only
try to refine and improve them.

The Human Relations Approach

The human reiations approach emerged in part because managers found that Taylor’s scientific man-
agement and Fayol’s administrative management did not quite achieve complete production efficiency
and work place harmony. Managers still faced difficulties because employees did not always follow
predicted or rational patterns of behaviour. Thus, there was an increased interest in helping managers
deal more effectively with the “people side” of their organisations. The real inspiration for the ap-
nroach, however, came from the Hawthomne experiments which were done by Prof. Elton Mayo'® and
his colleagues at the Western Electric Company’s plant in Cicero, Illinois from 1927 to 1932. The plant
employed 29,000 workers to manufacture telephone parts and equipment. We briefly describe these
experiments in the following four parts:

1. Illumination Experiments
2. Relay Assembly Test Room
3. Interviewing Programme

4. Bank Wiring Test Room

We will briefly examine these experiments and their results:

" Chris Argyris, Personality and Organisation (N.Y.: Harper and Brothers, 1957).
* Elton Mayo, The Human Problems of an Industrial Civilisation (N.Y.: Macmillan, 1933)
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Illumination Experiments

This was the first phase of this study. In this phase, the popular belief that productivity is positively cor.
related with illumination was tested. Experiments were done on a group of workers. Their productivity
was measured at various levels of illumination. But the results were erratic. Puzzled with this phenom.
enon, researchers improved their methodology. This time, they set up 2 groups of workers in different
buildings. One group called the control group worked under constant level of illumination and the other
group called the test group worked under changing levels of illumination. The post-test productivity of the
two groups was then compared and it was found that illumination affected production only marginally,

Principles of Mmcrg_emenr
i

Relay Assembly Test Room
In this phase, the object of the study was broadened. It now aimed at knowing not only the impact of

illumination ;)n production but also of such other factors as length of the working day, rest pauses, their
frequency and duration and other physical conditions. A group of six women workers, who were friendly
to each other, was selected for this experiment. These women workers were told about the experiment
and were made to work in a very informal atmosphere with a supervisor-researcher in a separate room,
The supervisor-researcher acted as their friend, philosopher and guide. During the study, several varia-
tions were made in the working conditions to find which combination of conditions was most ideal for
production. Surprisingly, the researchers found that the production of the group had no relation with
working conditions. It went on increasing and stabilised at a high level even when all the improvements
were taken away and the poor pre-test conditions were reintroduced. How this phenomenon came about,
nobody knew. The workers were also not able to explain this phenomenon. They were neither closely
supervised, nor motivated by extra reward. Obviously, something else was happening in the test room
which was responsible for this. Researchers then attributed this phenomenon to the following factors:

(a) Feeling of importance among the girls as a result of their participation in the research and the

attention they got;
(b) Warm informality in the small group and tension-free interpersonal and social relations as a result
| of the relative freedom from strict supervision and rules;
(c) High group cohesion among the girls.
This is what scientists call serendipity—The wisdom to discover something good you are not look-

ing for.

Interviewing Programme

The knowledge about the informal group processes which was accidentally acquired in the second
phase made researchers design the third phase. In this phase, they wanted to know as to what were
the basic factors responsible for human behaviour at work. For this purpose they interviewed more
than 20,000 workers. At first, direct questions were asked relating to the type of supervision, working
conditions, living conditions, and so on. But since the replies were guarded, the technique was changed
to non-directive type of interviewing, in which workers were frée to talk about their favourite topics
related to their work environment. This study revealed that the workers’ social relations inside the or-
ganisation had an unmistakable influence on their attitudes and behaviours. The study brought to light
the all-pervasive nature of informal groups which had their own culture and production norms which

their members were forced to obey.
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pank Wiring Observation Room

This ph:.;sc involved an in-depth observation of 14 men making terminal banks of telephone wirin
asscmbhcs, to determine the efTect of informal group norms and formal economic inceni:ivcs on rcf
quctivity. It was found that the group evolved its own production norms for cach individual wor]lJcer
which were much ln\?'cr lh:m. those set by the management. Workers would produce that much and n(;
more, thereby dcfeat.mg u?c incentive system. This artificial restriction of production saved workers
from 4 possible cut in their picce-rates or an upward revision of their standards by the management
and rotected weaker and slower workers from being reprimanded or thrown out of the 'obf—thcsc
peing the days of the Great Depression. .

Those workc.rs who in their “foolishness” tried to produce more than the group norm were isolated
harassed or Pumshcd by the group in several ways and were called “rate busters”. Those who were toc;
slow were nicknamed as “chisellers ", those who complained to the supervisor against their co-workers
were called “squealers”. The study also revealed that the members of an informal group gave informal
rankings to each otl.wr, which decided the internal social structure of the group and its informal leaders.

The human relations approaches developed rapidly into a popular view of “how to deal with people”.

Contributions and Limitations of the Human Relations Approach

Contributions

It looks at man from the combined approach of many behavioural sciences (such as psychology and
sociology) which represent body of knowledge pertaining to why and how people behave as they do.
Among its important findings are the following:

(i) A business organisation is not merely a techno-economic system but is also a social system. Hence
it is as important for it to provide social satisfaction to the workers as to produce goods.

(i) There is no correlation between improved working conditions and high production.

(iii) A worker’s production norm is set and enforced by his group and not by the time and motion
study done by any industrial engineer. Those who deviate from the group norm are penalised by
their co-workers.

(iv) A worker does not work for money only. The assumption that a worker operates as a completely
rational and soulless “economic man” is wrong. Mayo called this assumption as the “rabble
hypothesis™ and attacked it as false, inefficient and destructive.

(v) Employee-centred, democratic and participative style of supervisory leadership is more effective

than task-centred leadership.
(vi) The informal group and not the individual is the dominant unit of analysis in organisations.

Limitations

. It is a swing in the opposite direction and is as much incomplete as the scientific management
and administrative management approaches. If Taylor 'and Fayol viewed task and structure as
their central tenets and ignored the human variable, the human relations writers saw only the
human variable as critical and ignored other variables. This perhaps is like calling the study of
the human body the field of cardiology, while the human body encompasses many other areas.

2. The implicit belief of this approach that an organisation can be turned into one big happy fam-
ily where it is always possible to find a solution which satisfies everybody is not correct. Every
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Behavioural Approach

:::tagproalch ]1:1 ag improved and a more mature version of the human relations approach to manage-
. Douglas McGregor, Abraham Maslow, Kurt Lewin, Chester Bamard, Mary Parker Follett, George

17 Robert Dubin, Industrial W rests trial Wi IS Problems
; orkers’ Worlds: A Study of i 0
19 : y of the Central Life Int i Soci
(1956) C.R. Walker & R.H. Guest, The Man on the Assembly Line (Harvard UI:\::rssity ?’fl:elsl;dlgar:l:ﬁd: rkle95.2) ;; aMI Vi bfme
’ <, . H.M. Vollmer,

Employer Rights and the Employment Relationship, (Univ. of California Press, 1960)
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Homans, Rensis Ll}(cn. Chnslmgyris. and Warren Bennis'® are some of the foremost behavioural sci-
entists who n_mdc signal conlr'ihunons to the development of the behavioural approach to management.
These scientists were more rigorously trained in various social sciences (such as psychology, sociol-
o) and anlhropolqu) and EISL‘L! more sophisticated rescarch methods. Thus, these people came to be
egarded as "bc]iﬂ\!l-ﬂllf‘fll scientists™ rather than members of the “human relations” school. Some of
(hese behavioural scientists leaned heavily on optimal mobilisation of human resources in organisations.
They worked on the h_umnn need for self-actualisation as a scemingly inexhaustible ‘mine’ of motivated
behaviour. Thus_. Chris Argyris deplored the organisational properties of hierarchy, specialisation and
control for leaving people passive and dependent and suggested participative management. Herzberg
Jeveloped the two-l‘ac.tor theory of motivation and pointed out that only those factors that are intrinsic
0 the job (such as achievement, growth and recognition) work as motivators. Factors such as company

licy, supervision, salary, etc., that are extrinsic fo the job do not act as motivators. Douglas McGregor
argued that 8 manager‘s assumption about human nature that the average worker has an inherent dis-
like of work and tries to avoid it and, therefore, needs a high authoritarian leadership is wrong. He
called this “Theory X" and wanted it to be replaced by “Theory Y” which assumes that the average
worker under rewarding conditions not only accepts but seeks responsibility and, therefore, needs no
outside control to direct his behaviour towards organisational goals. As a result of these and many other
researches this approach also came to be known as the human resources approach.

contributions and Limitation of Behavioural Approach

Contributions

|. This approach has made human motivation an important strategic variable in the design of
organisation, to meet this end. It prefers more flexible organisation structures and jobs built around
the capabilities and aptitudes of average employees.

2. It attaches great weightage to participative and group decision-making because it is felt that busi-
ness problems are so complex that it is neither fair nor feasible to make individuals responsible
for solving them.

3. It underlines the desirability of humanising the administration of the control process and encour-
aging the process of self-direction and control instead of imposed control.

4. Tt has made extensive studies on leadership. Its view is that while, in general, the democratic-
participative style is desirable, the autocratic, task-oriented style may also be appropriate in certain
situations.

5. It believes that the realistic model of human motivation is complex man. This model suggests that
different people react differently to the same situation or react the same way to different situations.
No two people are exactly alike, and the manager should tailor his attempts to influence people
according to their individual needs.

6. It approaches organisational conflict and change in a pragmatic way. It recognises that conflict
is inevitable and sometimes is even desirable and should be faced with understanding and deter-

'8 See Douglas McGregor, The Human Side of Enterprise (N.Y.: McGraw-Hill, 1960); Abraham Maslow, Motivation and Per-
sonality (NY: Harper & Row, 1954); Chester Bamard, The Functions of the Executive (Cambridge, Mass.: Harvard University
Press, 1938); Rensis Likert, New Patterns of Management (N.Y.: McGraw-Hill, 1961): Chris Argyris, Integrating the Individual

and the Organisation (N.Y.: Wiley, 1964).
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mination, that every organisational change involves technological and social aspects and that j;

is generally the social aspect of a change which people resist.
7. It has given rise to scveral programmies to optimally mobilise human resources collectively calleg

organisation development (0.D.). See Chapter 19.

Limitations
Critiques of this approach ask the question whether this is management. Is the field of managemen;

coterminous with the ficld of behavioural sciences?

MODERN APPROACHES .

Quantitative Approach

This approach, because of its use of scientific methods for problem-solving and its emphasis o
establishing normative models of managerial and organisational behaviour for maximising efficiency,
is considered as a descendant of the scientific management movement.

Towards the beginning of this approach “operations research” (OR) also called the managemen;
science was the only quantitative method of analysis. It gained momentum during the Second Worlg
War when the UK and USA were desperately trying to seek solutions to a number of new, complex
problems in warfare. The interdisciplinary groups of scientists who were engaged for this purpose were
known as operations research (OR) teams because their work consisted of analysing operations and
carrying out applied scientific research.

[n later years, when the war ended, people made use of this technique in solving problems of
industry also. Today OR works in approximately the following manner. A mixed team of specialists
from relevant disciplines is called in to analyse the problem and to propose a course of action to the
management. The team constructs a mathematical model to simulate the problem. The model shows,
in symbolic terms, all the relevant factors that bear on the problem and how they are interrelated. By
changing the values of the variables in the model (such as increasing the cost of raw materials) and
analysing the different equations of the model generally with a computer, the team can determine what
the effect of each change would be. Eventually, the OR team presents the management with a rational
base for making a decision.

Statistical methods, a second variety of quantitative analysis, are undoubtedly more pervasive in
management than operations research, partly because they are older in application and partly because
of their versatility. The best known uses of statistical methods involve sampling theory. It is often
inferred from the characteristics appearing in a sample what the larger universe, from which the sample
is taken, resembles. Moreover, the probability theory is finding new applications to problems that are
not strictly of a sampling character, that is, the problems involving use of past experience in determin-
ing optimum policies for the future.

It is clear from the above description that the focus of the quantitative approach is on decision-
making—to provide quantitative tools and techniques for making objectively rational decisions. Objec-
tive rationality implies an ability and willingness to follow a reasoned, unemotional, orderly and scien-
tific approach in relating means with ends and in visualising the totality of the decision environment.

This approach focuses on the manager as decision-maker. The keynote of this approach is preci-
sion and perfection which is achieved by expressing relationships and facts in quantitative terms. The
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s been wide i : e
nppm.;.clzl Ilﬂd i I(Yl llsic.d in planning and control activities where problems can be precisely
entific (:jnlcadin " ] :nnlllnl.wc terms. But its use is still uncommon in such areas as organising,
afling an g the organisation where the problems are more human than technical in nature.

gystems Approach

A common pllﬁ_nll of the classical, behavioural, and quantitative schools is that they stress one aspect
of the organisation at Ellc expense of others, Whereas the classical approach emphasises the “task™ and
uslmcturc“, the bcl'la.vmural approach emphasises “people” and the quantitative approach emphasises
wpathematical .dcc.lsmn-nmking“.

However, it1s difficult to @oxv which aspect is most useful and appropriate in a given situation. What
is needed is one broad, detailed, conceptual framework that can help a manager diagnose a problem
and decide which tool or combination of tools will best do the job. The systems approach provides
him this integrated approach to management problems.

Some important advpcales of the systems approach are Chester Barnard, George Homans, Philip
Selznick and Herbert Simon. The following are the key concepts of this approach.

1. A system is a set of interdependent parts that together form a unitary whole that performs
some function. For e?cample, the universe is a system of heavenly bodies that includes many subsystems
of stars called galaxies and the human body is made up of different parts such as skeleton, circulatory
system and nervous system. An organisation is also a system composed of four interdependent parts,
namely, task, structure, people and technology. The task subsystem refers to the main purpose, the
raison de etre of the organisation. The structure refers to the formal division of authority and respon-
sibility, communication channels and work flow. The people subsystem refers to the employees with
their motives, attitudes and values and the informal organisation. The technology subsystem refers to
the tools and equipment as well as techniques which are used by the organisation to perform its task.

2. Central to the systems approach is the concept of “holism” that means that no part of
the system can be accurately analysed and understood apart from the whole system. Conversely, the
whole system cannot be accurately perceived without understanding all its parts. Each part bears a
relation of interdependence to every other part. This means that rather than dealing separately with the
various parts of one organisation, the systems approach tries to give the manager a way of looking at
the organisation as a whole. It tells him that to understand, for example, the operations of the research
and development or manufacturing or the marketing division of a company, he must understand the
company as a whole, for the activity of anyone part of the company affects the activity of every other
part. This concept is called “Gestalt” in the field of psychology.

The above concept facilitates more effective diagnosis of complex situations and increases the like-
lihood of appropriate managerial actions. Perhaps the best example of the application of this concept
can be found in the study of 12 restaurants in Chicago by William Foote Whyte and his 3 associates."”
The employees of these restaurants were facing the common problem of sudden overwhelming load
of orders during rush hours. That was when the waitresses broke out in tears because, they mixed up
the orders and could not execute them in proper sequence, cooks grew sentimental and walked off the
job because they could not match their output rate with the sudden increase in the input rate and the
managers lost their temper and dismissed employees summarily because of the customers’ complaints.

" Human Relations in the Restaurant Industry (N.Y.: McGraw-Hill Book Co., 1948).
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process is known as “throughput”. .
In general, transformation processes can be categorised as follows:

Physical (as in manufacturing)

Location (as in transportation)

Exchange (as in retailing)

Storage (as in warehousing)

Physiological (as in health care)

Informational (as in telecommunications)

utually exclusive. For example, a re
(b) hold items in invento
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L
L ]
L
L]
[ ]
These transformations are not m tailer can (a) allow customers
to compare prices and quality (informational), ry until needed (storage), and
(c) sell goods (exchange).
It should be remembere
its parts. This is called “synergy
within organisation cooperate an

d that the output of a system is always more than the combined output of
I[.l organisational terms, synergy means that as separate departments
d interact, they become more productive than if they had acted in

20

so\:’: tl:)n::; ;111;:':: ;I:Zc;cgal::; cz:‘nl?lot be found in reality. Put it is sometime.s essential to analyse a system as if it were closed

e :,,a] :;izyst]cm :;15 aﬂ‘ccEEd qn!y by the con.dltions previously established by the environment

parvisbou 4 ok . ysis, plus 1 ’:.: relauonshlpst among the interal elements of the system™. The analyst then
y new impact from the environment, again closes the system, and observes and thinks out what would

happen. Thus, both open and closed systems are useful in diagnosis.
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_ation. For example, it is obviously more efficient for each department in a small firm to deal with
" - financing department than for cach department to have a separate financing department of its own.
or portant mechanism which enables a system to adapt and adjust to the changing conditions

Onc in“ . . . . (31 -
jts environment and 1o exercise control over its operations is “feedback”. As operations of the

o'jqcm proceed, information is fed back to the appropriate parts so that the work can be assessed and
?.nm‘ssaf)'. corrected. This is shown in Fig. 2.2. A system will be effective, i.c., able to achieve its |
ij octives, when there is a match between the information processing requirements facing its parts |
Snd heir information processing capacity. When this state is achieved with maximum efficiency we '

gy the system is optimised.

Environment !
Input of Information, N Tmnsfonmﬁon Process |, Output of Products, |
Energy, Materials (Throughput) Ideas, Services L
(Import) (Export) .
Environment I

FIG. 2.2  Organisation as an open system

4, Every system has a permeable boundary. Boundaries can be more clearly observed and
therefore more precisely defined where they are physical. For example, we can define the physical -.
boundaries of India very precisely. They can also be maintained psychologically through symbols such b
2s titles, uniforms and indoctrination rituals. But it is difficult to define the boundary of an organisation. v
Organisations being social systems do not have clearly observable boundaries. Generally, the activities |
necessary for their transformation process define their boundaries. The concept of boundary is useful in

several ways such as discussed below. r

o It helps a system in determining where it ends and the other system begins.

o It divides those elements that are a part of a system from those that are a part of its environment.

o It enables a system to protect its transformation process from the vagaries of its environment.
Manufacturing organisations protect their core operations from fluctuations in market conditions :
by creating several units on the input and output sides of their boundaries. These units are known -
as boundary-spanning units. Examples of such units on the input side are the purchase and per-
sonnel departments. Purchase departments ensure a steady flow of standardised inputs into the

' production process. They protect the process against several unforeseen events such as a strike
in a supplier’s plant. Similarly, a personnel department’s constant hiring and training programme
for certain types of workers absorbs fluctuations in manpower. Examples of boundary spanning
units on the output side are marketing, warehousing and quality control departments. Market-
ing department uncovers trends in the demand for its organisation’s products and communicates
this information to purchasing personnel. Warehousing permits the technical core to produce at
a constant rate but distribution to fluctuate with market conditions. Quality control department

' filters the output of the organisation to prevent customer complaints from arising and penetrating

organisation’s boundaries.
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Contribution and Limitations of Systems Approach

Contributions
1. It provides a new paradigm for the study of all organisations. For example, it studies a problem
both at the level of the sub-system (i.c. the micro-level) and the total system (i.c. the macro-level),
This facilitaties more efTective diagnosis of complex situations.
2. It views an organisation as an open system. This leads one to the concept of equifinality, i.c. every
organisation can accomplish its objectives with varying inputs and internal activities. An organisa.
tion is not restrained by the cause-and-effect relationship under the closed system concept.

Limitations
1. It requires executives to be generalists. They should have enough knowledge of other areas i
addition to having skills in their own functional areas.
2. It requires too much time to trace through in detail all the multiple chains of causes infringing

on an event.
3. It has nothing new because it has already been discussed by earlier writers. Thus, Bamard took

a system’s view in his definition of formal organisation. He defined a formal organisation as 3
system of consciously coordinated activities of two or more persons. The widespread use of the
terms coordination, feedback, team work, hierarchy, departmentation, etc., by earlier writers
imply a systems approach. The approach simply combines the views of the classicists and the
neo-classicists which amounts to pouring old wine in new bottles.

Some of the principal advocates of this approach are Woodward, Burns and Stalker, Thompson and

Lawrence and Lorsch.

Contingency Approach

According to this approach, there is no one best organisation structure or the way of doing things under
all conditions. Structures and techniques which are highly effective in one situation may not work in
other situations. What is good for the goose may not be good for the gander. Accordingly, the contin-
gency approach suggests that the task of managers is to try to identify which structure or technique
will, in a particular situation best contribute to the attainment of management goals. Managers have,
therefore, to develop a sort of situational sensitivity and practical selectivity.

Contingency views are applicable in designing organisational structure, in deciding the degree of
decentralisation, in planning information decision systems, in motivational and leadership approaches,
in establishing communication and control systems, in resolving conflicts and managing change, in
employee development and training programmes and in several other areas of organisation and manage-
ment. A detailed description of these views is given at relevant places in the chapters ahead.

Contributions and Limitations of Contingency Approach

Contributions

It is an “action-oriented’ or ‘it depends’ approach which holds that all management concepts have desir-
able and undesirable features and, therefore, a manager needs to direct his efforts toward identifying the
properties of situations before he chooses a concept for designing and managing specific organisations.
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VLT H
It strongly emphasises pragmatism, j.e. using what works—neither wholesale condemnation nor

Jeification of a concept,

(mitations

. It requires greater understanding and sophisticatio
ing the appropriate club given (he particular lie

be aware of various mnn.ugcmcnl concepts and techniques but also (o be aware of the dynamics
and trade-ofTs, mvlu!v_cd In the selection, and the context of the situation he is facing.
2. Itignores the possibility of more than one feasible response to the same task environmental stimu-

lus. (."nu';hcrc not be alternative feasible organisational response to the same task environmental
stimulus

non the part of managers, Like a golfer select-
on the course, it expects a manager not only to

Modern Management  Peter Drucker (] 904-2005) is known as the Father of Modern Management. A

jarge part of his book Concept of the Corporation deals with the theme that the corporation is a social
institution and the workers should be treateq g a resource rather than a cost,

— » Summary

a The history of management can be divided info three periods—early,
The early period consists of three approaches, viz.,
management and bureaucracy, Neo<lassical period ¢
opproaches. Modern period consists of the quantitati

w Each one of the above approaches has made o distin
in the scientific management approach is on the “
management approach, it is on laying down unive
it is on following standard rules.

neo<lassical and modern.
the scientific management, the administrative
onsists of the human relafions and behavioural
ve, systems and confingency approaches.

task” aspect of group effort, in the administrative
rsal principles of management and in bureaucracy

@ In the human relations approach the stress is on the human aspect of group effort. The behavioural
approach recognises the practical and situational constraints of human behaviour,

% Quantitative approach emphasizes the use of Operations Research or mathematical decision-making.
Systems approach emphasises the concept of “holism”. Contingency approach attempts to integrate

all previous approaches. It relates various differences in approaches to differences in the task envi-
ronments of organisations.

» Key Terms

Physiological Organisation Theory This is the particular job, the purpose being to determine the
name given to Taylor’s scientific management best set of motions that lead fo greatest efficiency.
by March and Simon because it emphasises the Scalar Chain  This refers to the chain of
management of only muscular tasks. superiors from the highest to the lowest rank.
fime and Motion Study  With the help of stop Unity of Command  This is one of Fayol's 14

waich and motion camera, it is the study of principles, which suggests that an employee
"me spent on different motions that compose a should receive orders from only one superior.
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Systems Approach  Accepling the assertion Contingency Approach Also called “if-then”
that “everything depends on everything approach, this view of management holds
else”, this management approach suggests that particular management techniques are
that beyond some point, further attention to appropriate for particular types of situations.
specific segments is less useful for increasing If certain situational factors exist, then certain
overall understanding than is the study of their organisational and managerial variables are
relationships. Management problems interlock most appropriate.

and that action in any one area should be taken

only after the impact of a particular solution on

other areas is checked.

o Review Questions

1. “The work of Taylor and Fayol was, of course, essentially complementary” (Urwick). Do yoy

agree? Give reasons for your answer.

Mention the different schools of management. Discuss the contributions of the human behaviour

schools.

3. Briefly describe the general principles of management as laid down by Henri Fayol. Is his list
exhaustive?

4. Give a brief account of the contribution to management thought made by Elton Mayo.

5. Point out the distinctive contribution of Taylor to the theory of management. Why is he regarded
as the Father of Scientific Management?

6. Describe the systems approach to management. How does it differ from the contingency
approach?

7. What is the major task of manager according to the contingency approach? How is this approach
an effort to integrate all previous approaches?

8. What are the important features of a bureaucratic administration? Describe its dysfunctional
consequences.

9. Match the following:

(a) Fourteen Principles of Management. Max Weber

o

(b) Time and Motion study. Elton Mayo

(c) Hawthome experiments. F.W. Taylor

(d) Bureaucracy. Henri Fayol

(e) Systems approach. Koontz and Donnell

(f) Universalist approach. Herbert Simon
[(a) Henri Fayol, (b) F.W. Taylor, (c) Elton Mayo, (d) Max Weber, (¢) Herbert Simon,
(f) Koontz and Donnell.]
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{, How PRACTICAL ARE HAWTHORNE STUDIES?

Rajiv hos just graduated from a management institute in Rajasthan and has joined his family’s small
business which employs 25 semi-skilled workers. During the first week on the job, his dad called him
. ond said, “Rajiv, | have had a chance to observe you working with the men and women for the

¢ two days and although | hate to, | feel | myst say something. You are just too nice fo people. |
know that this human behaviour stuff has been taught to you at the institute, but it just does not work
here. | remember when we discussed the Hawthorne studies when | was in the institute, everybody
here got excited, but believe me, there is more to managing people than just being nice to them”.

: picting the various organised subsystems
different levels and show how the output from one

chnique to outline the problem of pollution caused by discarded

piscussion Questions
1. How would you react to your father's comments if you were Rajiv?
2. Do you think Raijiv's father understood and interpreted the Hawthorne studies correctly?
3. Do you think Rajiv's father understands the significance of recent trends in management
thought and how these affect his business?

4. How would you explain to your father the new perspective that is needed for @ business to
be successful? ,

2, Mary Touss

V. Sunil’s ‘Incredible India’ campaign launched in 2002 served as a big boost to the inbound traf-
fic in the ‘God's Own Country ‘Kerala. Tourists in the ensuing years started flowing in. Their usual
arrival took place in the months from December to January to visit the beaches and backwaters at
Kovlam, Alappauzha and Kollam ; the lake water resorts at Ashtamudi Lake; the hill resorts at Mun-
nar, Wayanad ; the national parks at Periyar, Eravikulam, or the Guruvayur temple and many more.

Sensing an opportunity S. Padhmanabhan established his tour operations organization in 2005.
His organization ‘Mary Tours’ opened its office in Kanjikuzhy at Kottayam, a peaceloving town of
south- west Kerala. Padhmanabhan believed in serving his guests in the ways that would truly make
their trip o memorable one. The tourists came in groups of 10 to 15 members and stayed for about

he¢eps:/hemanthrajhemu.github.io

h._



“ Princlples of Management

two to three weeks. He employed mini buses with bilingual tour guides to cater to heavy tourig,
inflow. As the room sizes were lo be kept large, to accommodate the entire group, the requiremep
for number of double seated hotel rooms obviously was less. Such hotels were usually to be foung
in the hustle bustle of towns, which even the guests, did not mind. Rather, somefimes they preferreq
such accommodation as it gave them an opportunity to mix up with the ways of living of the towy
where they were camping. Usually ten to twelve batches of tourists could be expected in the peqk
season. The groups, which preferred going on long frips, often enjoyed having local meals awqy
from the place where they stayed. So, Padhmanabhan had not to worry much about their meqls
Travel time was never a concern for the groups who often were not much interested in doing shop.
ping. The guests appreciated the fact that trips are designed so that the conventional destinations
are visited first before any historic sites are touched upon. Gradually, his son Sreekumar, a graduate
in tourism studies, took charge of the business.

Sreekumar has reorganized the structure of Mary Tours to create five units - accommodation,
itinerary, cusiomer desk, logistics and finance. Things seemed fo run well. The accommodation and
itinerary units are functioning as they used to as the staffs heading these units are the old ones. The
accommodation order placement and tour designing was all patterned since 2005 and so these
units had no difficulty in operating. The logistics rested upon their instructions which again were
also of the same old order. The customer desk, which was not there earlier as a separate unit, is
doing well. It is receiving enquiries from small families for shorter trips. The tourists are interested
to stay in calm double-seated accommodations that are providing complimentary breakfast and one
meal. At the last spot, the boarding arrangements preferably were to be made near the airport or
railway stations. The customers, as is being seen, are not requiring a tour guide. They go well with
a driver who is able to speak in English and Hindi, besides Malyalam. They like the idea of mak-
ing available the tourist cars for visiting tourist destinations. The vehicles, as before, are supposed
to be in good condition. Additionally, the tourists these days are in a lookout for some feedback
mechanism, especially when services are not meeting their expectations. Now-a-days the guests
are more inclined first to visit the historic sites rather than the conventional destinations. They prefer
that tour operator does not spend time at spots like gardens and national parks, conventional sites,
where the travelers are seen to get bored after some time. Proper time for shopping at appropriate
sites was also expected besides a strictly followed time schedule for travel. Although the batches
of guests have increased fo about 16 or 17 but the revenue has not. Sreekumar is unable to make

out the reason for this.

Discussion Questions
1. What could be the reasons for Sreekumar’s worries?
2. To what extent Mary Tours is functioning like an organization made up of five units?
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of Bus_iness_

.y |
. . LEARNING OBUECTIVES

This chapter will enable the reader to:

Define social responsibility and describe jts origin and growth
Examine the different views on social responsibility

Discuss the social responsibilities of business towards different groups
Review the social performance of business in India
Explain social audit

Define business ethics and analyse ethics and corruption in international business
o Explain corporate governance and its benefits
Describe comorate governance in India

In the preceding chapter we have learnt that every business organisation is an open system. It has a
bewildering variety of dynamic forces in its environment which continuously impinge upon it and affect
its working. Examples of these forces are state Jaws, political climate, social values, customers, sup-
pliers, competitors, trade unions, and so on. These forces lay down criteria of judging an organisation
and require it to adjust its performance to meet these criteria. These criteria change with the times. A
business organisation today is judged by criteria which are very different from those of half a century
ago. It has not only to be efficient to satisfy the industrialist by earning him more profits or satisfy the

investor and the financier by paying them more dividend and interest, it has also to be conscious of
its wider social responsibilities.
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Social respontinlity 18 a nebulous idea and hence 18 defined n V",””m o r\'dn'lph Berle” has e.
ness to public consensus, This means thay ther,

fined =ocal responub ity as the manager ‘s ft“P(‘ll“i\f . il ti ;
cannat be the «ame set of social responeibilities applicable to all countries in all times. These wouly

e determimed 0 cach case by the customs, religions, traditions, level of "‘fl"qlr'f"iq“_t'”“ "'"d a hosy of
ather norms and <tandards about which there is a public consensus at any given time in a given S0Ciety,

According to Keith Davis, the term “social responsibility” refers to lw.n types of business obliga.
bons, viz. (a the tocio-economic obligation, and (b) the socio-human Ohllgﬂ"f’"-

The tocio-comomic obligation of every business is (0 se¢ that t.hc economic consequences of jy,
actions do ol adversely affect public welfare. This inclu{lcs‘ nbltgalt'ons to promqlc _cmPIOYmcnt
opportunibies. 10 maintain competition, to curb inflation, etc. The sm‘:n-h:qrmn uhl_:gat.mn of every
business 1€ 10 nurture and develop human values (such as morale, cooperation, motivation and sejy.
realisation tn work). _ _

Every business firm 1s part of a total economic and political system and not anllsland wuhmft forcign
relations. It is at the centre of a network of relationships to persons, groups and things. The busmessman
should, therefore, consider the impact of his actions on a/l to which he is related. He should opera,
his business as a trustee for the benefit of his employees, investors, consumers, the government apq
the general public. His task is to mediate among these interests, to ensure that each gets a square deg

and that nobody's interests are unduly sacrificed to those of others.

Origin and Growth of the Concept

Although the subject “social responsibilities of business” in its present form and content has gaineq
popular attention in recent years only, its origin can be traced back to the evolution of the concept of
a welfare state.

As the pace of industrialisation quickened, employers became more and more concerned with the
loss of productive efficiency due to avoidable sickness or accident or to stoppages of work due to bag
personal relationships. This gave rise to the idea of a welfare state which was further strengthened by
the growth of democracy and of respect for human dignity during the last 150 years. Any extension
of democracy has always produced an extension of popular education. As soon as the newly enfran-
chised are in a position to make their demands ecffectively felt, what they ask of their governments
is social security, protection against the cruel hazards of life and help for the destitute. Accordingly,
as the electorate widens, so the rules have to provide as a political necessity, provision for the aged,
compensation for disablement at work, relief during sickness and unemployment and wage legislation,

The framework of a welfare state and with it the concept of social responsibility have thus come to
stay in many countries of the world.

The changing image of business in recent years has lent further support to the idea of social responsi-
bility. Some public opinion polls of the 1960s and 1970s in the United States have left the businessman
disenchanted. These polls have revealed that the businessman is viewed as an individual who does not
care for others, who ignores social problems, who preys upon the population, who exploits labour and

' Adolph A. Berle, The American Economic Republic (N.Y.: Harcourt Brace and World, 1963).

? Keith Davis, “The meaning and scope of social responsibility™ in Joseph W. McGuire, ed., Contemporary Management Issues
and Viewpoints (Englewood Cliffs, N.J.: Prentice-Hall, 1974).
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o i 0 ccllish money prabber. On the other hand, until these apinions were unveiled, the businessman
?N:mcmn believed that others viewed him as he viewed himself —as o practical, down-to earth, hard-
n’ king, broad-minded, progressive, interesting, and a competitive free-enterpriser. He believed that all
W in society Tooked up to him s o sell-sacrificing community leader, pillar of socicty, generous to a
(Tlhmun';n supporter of education, patron of the arts, and in short, the «alt of the eanh. Indeed the busi-
f::ll:l-nﬁn in the pre-poll days thought of himself as o happy mix between Plato, Gandhi, and Churchill,
ﬁ:alm the businessman has been undar Incassant attack both by the govemment and the pub-
‘& Many reports of the Indian Government in the past faw decades. such a4 the P.C, Mahalanotis

committee Report on the Distribution of income and Levels of Living (1964), K.C. Dasgupta Peport
~n Monopolies (1965), Prof, Hazari's

Report on the Industrial Licensing Systern (1986) and the Dutta
~ommittee Report on industrial Licensing Policy (1969) hava baan vary sore and citica! of the unethi-
jole of the Indian businessman,
|

pifferent Views on Social Responsibility

There are four different views on the social responsibility of business, These are as under:

_Communist View

This view advocates the imposition of social responsibilitics on business

through the instrumentality
of the State. Communists hold that free industrial civilisation is not good

because its values are of the
wrong order. Business has been concemed only with material gain. Economic expediency is taken to

be the sole criterion of decision. Therefore, business is evil. Compromise is impossible between the

church and the idolatry of wealth which is the practical religion of capitalist societies. Because of this
immorality of business standards, this view advocates an im

position of social responsibilities through
legislation or force.
Lapitalist View

This view holds that economic expediency alone is a just standard for business decisions and that
business has an unbridled and an uncontrolled right to make money free from all sorts of social
responsibilities. It is argued that by maximising its profit objectives, business gratifies its personal

desires and at the same time satisfies the needs of society. Therefore, business should not have any
responsibility beyond obeying certain legal codes in achiev

ing its goals. Welfare of society is not the
corporation’s business. Its business is to make money. If business once begins to serve the public, it
will never be able to serve enough. Levitt® in a powerful attack on social responsibility of businessmen
points out that if business assumes a large measure of social responsibility for employee welfare, it
will lead to a sort of neofeudalism with all its paternalistic and’autocratic ills. The result would be
socially less desirable than in the days before business

men were concerned with social responsibility.
Milton Friedman,* who won a Nobel Prize in 1976, holds the view that business should 20 on with

’ Theodore Levitt, The Dangers of Social Responsibility
* Milton Friedman, “The social responsibility of busines

(Harvard Business Review, Sept.-Oct, 1958).
S 15 10 increase its profits”, New York Time Magazine, Sept. 13, 1970.

|
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the business of producing goods and services efficiently and leave the solution of social probiems 1,
government agencies and concemed individuals. In short, managers should focus on what they knoy,

best: how to make a profit.

Pragmatic View

This view acknowledges the importance of profits but simultancously stresses the need for socia]
responsibility. It holds that a company cannot make a social contribution if it is not profitable. Profjg
are the test of the efficient functioning of a business enterprise. A sick and bankrupt organisation is »
social liability and can hardly contribute in the area of social responsibility. Hence a businessman’s
first responsibility is to keep his business solvent. But he must also voluntarily assume social respop-
sibilities beyond the legal minimum. This can be done at three levels. At the first level, the manager
goes beyond the legal minimum and caters also to public expectations—moving as the winds of public
opinion blow. At the second level, he anticipates public expectations and acts accordingly. At the third
and highest level, he creates new public expectations by voluntarily setting and following the loftiest

standards of moral and social responsibility.

Trusteeship View

This view advocates the retention for personal use of so much as is necessary for an honourable liveli-
hood, no better than that enjoyed by million others; and the utilisation of the rest for the welfare of the
community. The trusteeship slogan is enjoy thy wealth by renouncing it. Earn your crores by all means

but understand that your wealth is not yours; it belongs to the people.

The idea of trusteeship has its origin in the Gita teachings of aparigraha (nori-possession) and sambhawa
(equalism) which had taken a stronghold of M.K. Gandhi's mind. In a sense then all men are frustees,
for every man is required to use his possessions for the welfare of all. Trusteeship involves a code as
well as a principle of accountability. This demands radical changes in attitudés. systems and methods.

SOCIAL RESPONSIBILIT
DIFFERENT GROUPS *

Every businessman is at the centre of a network of relationships which consist of those between him
at one end and his workers, employees, consumers, shareholders, other businesses, community and the
government on the other. A businessman’s social responsibilities to each of these parties are briefly

[ES OF BUSINESS TOWARDS

(4,

enumerated below.

Towards the Consumer and the Community -

<" 1. Production of cheap and better quality goods and services by developing new skills, innovations
and techniques, by locating factories and markets at proper places and by rationalising the use of

capital and labour.
2. Levelling out seasonal variations in employment and production through accurate forecasts,

production scheduling and product diversification.
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country's interest and co i |
‘ ! ! nserving natural re C

section below), y AR |
wing honest trade prac ic |
Some imbort : ) § de practices,

Y\ ‘I'I"I.L.lmll ortant but dnshluncst trade practices are: making misle
to deceive the purchaser: misbranding of artic |

3. Deciding priorities of production in the
4. Providing for social audiy (see
<. Honouring contracts and follo

g alding advertisements calculated
origin, el sclling‘ rebuilt or secondhand BUEZQV:I':'I:EF:SCC::"”If-'lf T)ﬂlc.fiﬂll. s
compaitits by espionage, bribcry R i p curing ll'il{lc.‘;s or trade secrets of
ing into combination agreements: v Ans; restraining free and fair competition by enter-
Ing e agreements; using containers that do not give a correct idea of the wei
ﬁnfi [?:lr-'::::‘!}};?i:nprloducl: nmk‘in‘g false claims of being an “authorised dealer” "f;:r:ilfac(l:u:::?::
\.i\ :i S Osqc:slfldgml)ds.. giving prgducls misleading names so as to give ;hcm a value which
they possess; declaring oneself Insolvent through questionable financial manipulatio
Making real consumer needs ag (he criterion for selecting messages to be given b produc:] <i’1
\emscmcmf. Nearly all current advertising seeks to create wants, T hus, people n{) r;fm er ;l: :
jm:m to make thCI‘I:l clean. Thcy buy the promise (hat it would make thcr'n beautiful Tofth ast):
is borlgln not to kill bacteria but to create white teeth, Cars are bought for prcstigc: rathcrplhan
Fm\-e._ Even foodstuffs such as oranges are bought for vitality, not nutrition. This kind of advertis-
ing promotes over-consumption, forces consumers to constantly compare themselves ne fativei
with others, creates in them dissatisfaction with the old and outmoded, and makes them % I !h):
without‘a particular brand of a product they are losers. , o
7. Preven_llng tbe creation of monopolies. Monopolies are bad in that they make the community
face high prices, short supply and inferior quality of goods. Inequalities of wealth distribution
are accentuated and the standards of public morality deteriorate as bribing the judges, legislators
and the government to gain favours becomes very common. ’
8. Providing for after-sale servicing.

9. Ens.uring hygienic disposal of smoke and waste and voluntarily assisting in making the town
environment aesthetically satisfying.

10. Achi_e\fmg better public relations (that is, creating a more favourable attitude towards the enterprise)
by giving to the community, true, adequate and easily intelligible information about its working.

11. Supporting education, slum clearance and similar other programmes.

&

_Towards Employees and Workers

I. A fair wage to the workers (and not merely one determined by market forces of supply and
demand) which is possible only when the businessman is willing to accept a voluntary ceiling
on his own profits.

Just selection, training and promotion (without any discrimination on grounds of sex, race, religion

and physical appearance).

3. Social security measures and good quality of work life.

4. Good human relations (i.e. maintaining industrial peace, creating conditions for collective bar-
gaining, educating workers to produce their own leadership and participative management).

3. Freedom, self-respect and self-realisation. A businessman should devote his knowledge and abil-
ity not only to making his worker’s life more affluent, but also to making it more satisfying and
rewarding. There should be an awareness that the quality of man’s life is as important as the

uvantity of his material wealth. L
e 37518
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merit, by providing opportunities fo,

| 6. Increase in productivity and efficiency by recognition of

creative talent and incentives.

r Businesses
ance through internal accounlabili.ly and t.ransparcncgr. y

h competitors. Competition with rival businessmen S ou a]ways be fair
les of ethics and fair play rather than on rules of wal"f{ift:. Businessmep
Is as enemics and try 10 harm each other by malicious propagands
duction and distribution.

Towards Shareholders and Othe

1. Promoting good govern
2. Faimess in rclations wit
and healthy, based on ru
sometimes treat their riva
price-cutting, interference in pro

Towards the State

1. Shunning active parti

7. Observing all the laws 0
(a) To provide direction to the econo

(b) To bring about harmony between t
of the country )
“  (c) To provide safeguard against errant business practices

| (d) To compel business t0 play fair to all participants 1n the eco
: ers, minority shareholders, etc. _ _
(e) To prevent oppression o exploitation of the weaker partners in business, such as employees,
minority shareholders, €tc.
(f) To enforce maximum production accordin

laid down by the government
(g) To allocate limited resources a
(h) To enforce distributive justice,
(i) To implement rural uplift and sec

n with any political party

ing objectives:

fe of the community

e interest and the wider social interest

cipation in and direct identificatio

f land which may have the fo[lov..r
mic and business Ii

he limited enterpris

nomy—employees, sharehold.

g to the priority of sectors and production lines

ccording to social priorities and preferences
especially to weaker sections of the community
ure balanced development of the country

SOCIAL PEREORMANCE OF BUSINESS IN INDIA

.1 Recent years have seen many progressive organisations in our country keenly playing 2 social role.
| In some of these organisations the approach has been to take up only business-centric activities, 1.e.
| which are c!lrcc_:tly relevant to their business. The guiding philosophy in these organisations is that social
, : responsibility is good only if it pays. This approach benefits both the organisation and the stake-holder.
i
l
'r

Thus, ITC has been afforesting private degraded land to augment the supply of raw material for its
e which requires good quality milk for its dairy plant in Moga, Punjab,
echnical assistance for constructing deep-bore wells, which,
d access to surplus crops; also improve the qualities of live-

stoclf’s feed crop and milk yield. Companies like Cadbury India, Glaxo and Richardson Hindustan are
helping farmers to grow crops whlf:h serve as raw materials for them. Lipton in Etah district of Uttar
Pradesh has started vctennary.hospltals in the region from where it buys milk. British Gas (which sells
com};:re§sedfnamm||)gas dto India) has recently started teaching unemployed youngsters how to become
mechanics for gas-based auto-rickshaws in Delhi. Some compani i i

_ : . panies (e.g. Coca-Cola) iink donations to
sales of their products. In this way they not only serve social causes but also streng)then their brands.

paper factory. Similarly, Nestl
has been providing farmers financial and t

apart from affording enhanced irrigation an

|

|
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Social Responsibiities of Buza‘ne:s‘r

her organisations the approach has been to take up such phﬂan!{:mpfc a(:'!ivilie.r in which
ke a difference. Thus, Lupin, Canara Bank, Indal, Gujarat Ambuja and Wipro are mvglved
ork of building roads, running schools and hospitals and similar projects.

Cement Companies (ACC) has been rendering social service for over 5 decades. It has b?-en
alth centres, bunds, local country-side and agro-based industries and improving
olvement of Bharat Heavy Electricals Ltd. (BHEL) in the welfare
arn goodwill of the local population.

[n some ol
caﬂ ma
munity development w
C' L'd | |
= ools, he
o up ¢l : o,
s::m“l;'lmy of rural life. The active inv
the Q¢

. currounding communities is helping the organisation to ¢ :
of the * ¢ by BHEL units are spread over cight thrust areas, viz., education, health management, drink-
Jott donr facilitics, non-conventional energy management, support to physically/mentally challenged
ing “'?w dgsaslcr management, contribution to Prime Minister’s Relief Fund and area development,
Ch']dn.n', environment conservation.> Many companies are encouraging sports by placing good play-
i"CIUdmhbcir pay rolls. Since April 1999 the renowned cricket player Sehwag is on the staff of ONGC.
ers Of !c 1999 an award is being given jointly by the Federation of Indian Chambers of Commerce and

o (FICCI) and Business World (BW) to champion the cause of corporate social responsibility.
I“dfgg this award was won by Lupin. Previous winners include TISCO, TELCO and HINDALCO.
ln ; suggested that the government should actively encourage corporates to fund corporate social
iq},onsibility nitiatives by giving liberal tax breaks. The rule that they must spend at least 2 per cent

of their three years’ average profits has been followed by only few companies.

SOCIAL AUDIT | .

A social audit is 2 systematic study and evaluation of the organisation’s social performance as distin-
ished from its economic performance. The term “social performance” refers to any organisational

activity that effects the general welfare of society.

Benefits L
1. (1t supplies data for comparison with the organisation’s social policies and standardgi The manage-
ment can determine how well it is living up to its social objectives.
2/1t develops a sense of social awareness among all employee\s; In the process of preparing reports
—and responding to evaluations,@mployces become more aware of the social implications of their

~

actions.)
3.f’: It provides data for comparing the effectiveness of different types of programmes. ,

4. It provides data about the cost of social programmes, so ll\lflt the management can relate this data

/10 budgets, available resources, company objectives, etc,
5. It provides information for effective response to external groups which make demands on the

organisation.)

Limitations

A social audit is a process audit rather than an audit of results. This means that a social audit determines
only what an organisation is doing in social areas and not the amount of social good that resulfs from
these activities. An audit of social results is not made because:

* From the Chairman's speech at the 44th A.G.M, The Economic Times, 18 Sept., 2008.
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1.( They are difficult to measure. If, for example, following a company’s SC/ST cmployment py,

\\gmmmc in a certain region, there is a fall in the violent crime rate by 4 per cent, it is difficy]; o
measure how much of the benefit is caused by this progmmmc:)

2. Their classification under “good” or “bad” is not univcrsallj'f :Ixcccplcd. In Olhtz:' Words,' the Same

social result may be classed as “good” according to one opinion, and as “bad” according to an.

other.)

3.(Most of them occur outside the organisation, making it difficult for the organisation to Secure
data from these outside SUIII‘CCS)

Even though social results cannot be proved, an audit of what is being done is still considered g,
sirable. because it shows the amount of effort that a business is making in arca deemed beneficig| to
society. Further, if effort can be measured, then informed judgements can be made about potential results,

Social audits can be made either by internal experts, outside consultants, or a combination of the
two. The internal auditor has the advantage of familiarity with the business, but his judgements May
be influenced by company loyalties. An outside consultant has the advantage of an outsider’s view, but
he lacks familiarity with organisational activities, so he may overlook significant data. In any case_ jf
audit information is to be released to the public, the outside auditor has more credibility.

There is a difference of opinion on the issue whether social audit should be made public by means
of a social performance report or not. Some say that these reports are too imprecise and inconcrete ¢
satisfy the public and anyone can find reasons for criticising a firm’s performance, which can increage-
social conflict. But some others assert that these reports contribute to public understanding for they

replace rhetoric with facts.

——

The Tata Iron and Steei Company is the first industrial organisation in India to have carried out a social
auditofits performance in 1979. The social audit was conducted by a committee under the chairmanship
of Justice S,P. Kotvai, former Chief Justice of Mumbai High Court. The committee's terms cf reference
were to examine and report whether, and the extent to which the company had fulfilled the objectives
contained in Clause 3A of its Articles regarding its social and moral responsibilities to the consumers,
employees, shareholders, society and the local community. The Committee in its report praised TISCO's
sccial welfare work and made anumber of suggestions toimprove its programmes.

\BUSINESSIETHICS AND'CORPORATE GOVERNANCE

Business Ethics

Business ethics is the application of moral principles to business problems. 1t knows the difference
between what you have a right to do and what is right to do. It, thus, extends beyond the question of
legality and involves the goodness or badness of an act. Therefore, an action may be legally right but
ethically wrong. For example, a small village community located twenty miles from the.closest urban
shopping area has a single grocer’s shop. The owner of the shop can charge any exorbitant price for his
product though legally but not ethically. In circumstances where rights and duties conflict, the rightness
of an act be judged by its consequences, based on the famous utilitarian principle, ‘the greatest good
of the greatest number’.
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arassment, discrimination in pay and promotion and the right to privacy are some other

exual 1 .
; fcs cecially relevant to the study of ethics,
jsSUCS > e _
exual harassment in the workplace can be defined as unwelcome sexual advances, sexual

favour Of other 'vcrbal ‘ur phz’-s\:ﬁul conduct of a sexual nature, Although the landmark judgment of the

gupreme Court In lhclc.asc 0 |s(jl1n]<n & others vs Stﬂtcl of Rajasthan makes it a mandatory duty of the

.mployer © prcvctll this misconduct at the workplace, it does not appear that the sensitivity of today’s

0 anisalions.has kept pace. Thc‘ negative aspects of sexual harassment are: costly lawsuits, decreased
uctivitys lncrcascq abscntcclsm, lower morale and higher staff tunover.

Discn'minalion agﬂ'ﬂ_St women in pay and promotion opportunities is also unethical, which continues
«ist despite there being the Equal Remuneration Act, 1976. One of the most commonly cited reasons
ack of promotif}ns_of women is the glass ceiling effect—a term used for artificial barriers based

on attitudinal of organisational bia.s'that prevent qualified women from progressing in the organisation

into senior mam?gement lf:vel pos.mons.

Employees’ right to privacy raises several questions, some of which are: “Can a company refuse to
hire smokers and/or make c,:,urrent smokers quit smoking?” and “Can a company conduct drug tests on
its pmspectivc employees?

It should be rcmerlnbered that the corporate “shicld” which protects a company’s management from
unlimited legal liability do.es.not protect it against unlimited public condemnation for its unethical and
immoral actions. The credibility of a business depends on its high business ethics and integrity.

#. How does a manager decide what is ethical or unethical? There are four important factors which

'aﬂ'ect his decision.

+ Government legislation.
« Business codes. (But being voluntary in nature these codes, though pointed to with pride, are

usually ignored in practice.)

pressure groups. (For example, in recent years Indian carpet industry has been facing consumer
boycott from the west for employing child labour.)

Personal values of the manager himself. (But a manager with strong personal vaiues mostly finds
himself in a dilemma when an unethical course of action becomes his only choice to achieve the
company’s goal. This has prompted many major business houses, to teach executives that while the
“Ynowing” component of their education builds, their knowledge base and the “doing” component
equips them with the skill and competence that lie at the heart of their practice of management,
it is the “being” component that forms the core of their values and the belief system and enables
them to resolve ethical dilemmas. This component underlines the importance of remaining true to
their convictions, whether rooted in organised religion or personal morality, amid the conflicting
demands and temptations they confront when taking decisions. New approaches (e.g., asking
participants to write their autobiographies, as if they are at the end of their lives) are being tried
to make them inspiring decision-makers, with a sense of morality. “Under-promise over-deliver”
is a much revered motto at Infosys. The company can excuse incompetence but not lack of ethics.)

toe
for the |

Ethics and Corruption in International Business
With the arrival of the global economy, ethics and corruption have become a major concem in inter-

national management.
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On an intematio it is di
s e diﬂ‘,cnrtl ,s?nlc. it is ('Mﬁt:ull .to clearly define what constitutes corrupt bysin
R e ulty involved is differing cultural understandings related to thes
ik mg aws ;md ;mnns under which various societics operate. However, four forms of co
Are considered typical to intermational busines i
4 $ arc smuggling, m i i
Counterfeiting, and bribery, RO Mot i
bc‘.'\lthough there exist more than 40 codes of conduct worldwide but the observance of these
. ng \ oluntiu'y and not legally enforceable, MNEs differ in their approach, Thus we have, op thcodeg
and, &:»hc!l Energy with a clear anti-corruption policy, which does not sanction giving or re’c vinp T
type of bribe or illegal payment and on the other, we have Shell’s competitor BP, which admits thys :
has b‘ecn paying “facilitating payments™ (recorded as “petty disburscmcnts") as they w, =
to safeguard competitiveness.
Studies have shown that developing and transitional economies are more prone to corruption pary|
because of the inadequate legal framework, weak enforcement and lack of open and independent rE::jt,
a.

ﬂ'tlption
Tacy ang

ere ﬂf-'cessazy

Corporate Governance

The term “cmpprate governance™ is used to denote the extent to which companies run in an 0pen ang
honest manner in the best interest of a]] stake-holders, The key elements of good corporate governanc
are fransparency and accountability projected through a code which incorporates a system of checkg
and balances between all key players, viz., board of directors, auditors and stake-holders.

* Non-executive directors whose most important role is to bring an independent judgement to bear
on issues of strategy, performance, resources, etc. should be picked through a formal selection
process on mertits,

e Companies should have remuneration committees consisting wholly or mainly of non-executive
directors which should recommend to the board executive directors’ emoluments.

» Companies should have audir commiltees consisting of minimum 3 non-executive directors to
report on any matter relating to financial management,

® Audit partners should be rotated and there should be fuller disclosure of non-audit work.

This is a voluntary code and has only some moral pressure of the London Stock Exchange requir-
ing companies to mention in their annual report whether they are following the code, and if not, why.

Benefits of Good Corporate Governance

1. It creates overall market confidence and long-term trust in the company.
2. It leads to an increase in company’s share prices.

3. It ensures the integrity of company’s financial reports.

4. It maximises corporate security by acting as a whistle blower.

5. It limits the liability of top management by carefully articulating the decision-making process.
6. It improves strategic thinking at the toS by inducting independent directors who bring a wealth

of experience and a host of new ideas.
~
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corporate Governance in India

. The Sccurities and Exchange Board of India
companies in India through clause 49 which is
changes with companies. All listed companies
which inter alia stipulates as under:

o 50% of the board should cons;st
tive chairman. In case of nop-ex
of independent directors. (As the
is not aligned with either the ma

.(SEBI) monitors corporate governance of listed
incorporated in the listing agreement of stock ex-
have to comply with the provisions of this clause

of i.ndependent directors if the company has an execu-
ccutive chairman, one-third of the board should consist
name suggests an independent director is a director who
nagement or the promoters and is capable of exercising

less than 3 years ago, (c) a partner of current legal, audit, and consulting firm, (d) a relative

gf a lt)romotcr, Or an executive director, or a senior executive one level below an executive
irector.

o The CEO and CFO should certify the financial Statements affirming that elaborate risk

management and intemal control mechanisms have been established in corporate accounting

2. The Companies (Amendllnent) Act, 2000, has introduced several provisions relating to corpora;
governance such as setting up of audit committees, additional grounds of disqualification of
directors and directors’ responsibility statement in the directors’ report.

3. The World Council for Corporate Governance has instituted in 2001 the Golden Peacock Award
to foster competition among companies to improve their quality of corporate governance. The
criteria include an overview of the governance structure, leadership, role, term and liability of
directors, remuneration of non-executive directors, and so on. The [nstitute of Company Secretar-
ies of India (ICSI) has instituted National Award for Excellence in Corporate Governance in the
year 2001. This award is given annually to the company which is adjudged best on the basis of
certain stipulated parameters such as board independence, transparency and disclosure, corporate
social responsibility, consistent shareholder value enhancement, etc.

4. India has several bodies that rate companies for their credit-worthiness. Important among them
are: Credit Rating and Information Services of India Ltd. (CRISIL), Investment Information and
Credit Rating Agency of India Ltd. (ICRA), Credit Analysis and Research (CARE) and Duff and
Phelps Credit Rating (DCR), India.

In spite of the above efforts, the fact remains that good corporate governance is still a far cry in
India. One of the questions asked is: Does the mere fact of having a certain percentage of the board as
independent directors really help? In the U.S.A., it was found that many CEOs were getting their pals
and cronies appointed as independent directors and using them to get their pay packets and bonuses
inflated. Here in India, we had the Satyam muddle of December 2008 in which independent directors
of Hyderabad-based Satyam Computer Services unanimously approved its promoter Ramling Raju’s
proposal to buy two debt-ridden companies owned by his sons for $1.6 billion without even clarify-
ing the basis of their valuations. The proposal was later on withdrawn by the company following an
unprecedented shareholders’ revolt. The directors also pleaded their ignorance about the company’s
books being fudged by Raju for several years—a revelation which Raju made few days after his aborted
acquisition proposal.
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Sound corporate governance begins at the board level of a company and hence the institution of
independent dircctors needs a relook. The fraud also brings under scanner the roles of a company’s
statutory auditors, bankers, award-giving and rating agencies, especially after Satyam won the Golden
Peacock Global Award for Excellence in Corporate Governance twice, first in 2002 and then in 20¢
and was rated by the Investor Relations Global Rankings (IRGR) as the company with best COrporate
govemance practices for 2006 and 2007.

-

Need for a Corporate Whistle Blower Protection Act

The term “whistle-blowing” is a relatively recent entry into the public lexicon. A corporate whis|a
blower is an honest and conscientious individual who discloses in public interest, and as an ethica]
duty, information relating to gross corruption, mismanagement, abuse of authority or grave injustice
prevailing in a company. The origin of whistle-blowing can be traced back to the coal-miners’ |g
practice of carrying canaries into the mines with them. When the canaries stopped singing, coal-miners
knew they were in trouble, and they had better get out fast. Whistle blowers in large companies are, in
a way, our canaries. When they are free to “sing”, the institutions are healthy. When they are silenced
people are in trouble. ’

In the United States, although the burden of proof to show reasonable cause devolves overwhelm.
ingly on the whistle blower, anyone retaliating against him can be imprisoned for up to 10 years under
The Whistleblower Protection Act. Some banks in India, e.g., ICICI Bank has a policy that provides
an opportunity for any employee to raise any issue concerning any break of law or any act resulting in
financial or reputation loss through specified channels. The policy complies with the requirements of
vigil mechanism as stipulated under section 177 of the Companies Act, 2013.

» Summary

5% The term “social responsibility of business” refers to two types of business obligations. First, business
should see that the economic consequences of its actions do not adversely affect public welfare. Second.
it should develop human valves such as morals, cooperation, motivation and selfactualisation in work,

& There are four views about a businessman's responsibility o the community. According to the first
view (communist), a businessman can never voluntarily act in a socially responsible manner. Hence
social responsibilities should be imposed on him through force or legislation. According to the second
view (capifalist], a businessman should not be asked to discharge any social responsibility. Social
responsibility is not his business. His business is to make profits only. According to the third view
(pragmatic], a businessman should no doubt earn his profits, but should also voluntarily assume some
social responsibility. According to the fourth view (trusteeship), a businessman should hold everything
in trust and carry on his business as a frustee for the benefit of the community.

% A businessman’s social responsibilities are towards his consumers, workers, shareholders and the
State. There are a number of ways in which he can discharge these responsibilities. His social per-
formance can be evaluated by means of social audits.

¥ Many business organisations in India have contributed greatly in the area of social responsibility.
The Tata Iron and Steel Company is the first industrial organisation in India to have carried out @
social audit of its performance in 1979,
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a Over the post Ie'w );eors greal ?mphusis is being laid on business ethics and corporate governance.
e 9":"{-‘ ; !d‘e opplication of moral principlos fo businss problems. The term “corporate
overnance” is used lo denole the extent o which companies run in an open and honest manner in

the best interes! of all stake-holders.
& We need @ Whistle Blower Protection

' . : Act to profect early informers of corporate mismanagement
from company's refalialory action,

i » Key Terms

qusiness Ethics .lf is the application of moral Whistle-Blowing  This is public criticism of an
rinciples fo business problems. organisation’s questionable behaviour.

Social Audit It is @ study to Pjvu[uote an Glass Ceiling It is the invisible barrier that

organisotion's performance. Wlth respect fo its blocks women from ascending to upper levels of

<ocial programmes and objectives. an organisation.

Corporate Governance It denotes the extent of
ransparency and accountability in running a

corporale enferprise.

ofl?eview Questions

1. Explain what you understand by the concept of social responsibility of businessmen. Why should
they develop a sense of social responsibility? Discuss.
What is social audit? What are its advantages?
Describe in detail the social performance of business in India.
Write short notes on:
(a) Capitalist view of social responsibility of business
(b) Business ethics
(c) Corporate governance
(d) Whistle-blowing
5. Match the following:

W

(a) Managers should focus on what The Institute of Company Secretaries
they know best of India
(b) Social responsibility refers to the Adolph Berle

socio-economic and the socio-human
obligations of business

(c) Social responsibility is manager’s Keith Davis
responsiveness to the public consensus

(d) Enjoy thy wealth by renouncing it Milton Friedman

(e) National Award for Excellence in M.K. Gandhi

Corporate Governance
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(@) Milton Friedman (b) Kei i MK.
s (b) Keith Davis, (c) Adolph B i
of Company Secretaries of India.] HAp R G, Gandhi, (¢) The Instityg

@ro ject

Interview the heads of some |
steps have they taken to

* Eliminate sexual harassment at workplace
¢ Help break the glass ceiling

e Screen out potentially unethical individuals
Discuss your findings in the class.

_._:hczuu

1. Camzwuia Tea Co,

ocal organisations that have both male and female workers to know what

On the south bank of the river Brahmaputra in Assam stands the lush green ftea gardens of Camellig
Tea Co. known for its black tea leaves that carry the sought after malty taste. Its nostalgic aroma
and a unique flavour continues to rule the taste buds across different corners of the world. Not
less than seventy per cent of the annual produce of the estate is exported to European and other
nations. The company’s business presently is worth over INR 300 crore. It has a sprawling estate
in Assam that spreads over an area of 1600 acres. |t owns three such lavish estates in Munnar,
Darjeeling and Jorhat.

It was all due to the efforts of Seth Krishnachand Didwaniya, who established the company about
102 years ago. Today, the company is being run smartly by his grandson Samarth, a management
graduate. One day, viewing the vast landscape of his estate from the office window, Samarth felt
confended. He realized that he has been able to handle the affairs of his family business quite
satisfactorily, be it modernization, expansion or profits. He is happy to have added new and costly
machines like Vibro Fluid BedDrier, CT CRollers, Leaf Sifter and more, which very few other factories
have. Recent acquisition of an estate at Munnar served as a booster to his fast expansionist drive.
He now looks ahead to have more such acquisitions in the near future.
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gamatth I8 in @ hrry, gotting ready to be folicitated af a function organized by the Tea
agled Association for the efforts ho has put in progress of his tea factories. Al this function, he has
ct hair the assoclation as ho has bagged the highost export orders in the country this year. Riding
o ¢ \ £ig700 pathways of his tea gardens, whero some 250 workers are plucking tea leaves,
acroo”h loavos in his car towards the lelicitation venve.
Sr:l';1050 lea workers live in the narrow coolie lines situated in the vicinity of plantation area of the
ardens. They seem to bo hn[?py and content as ever even if they do not have enough to make their
onds meet. Despile coolie line lying outside the Panchayali Raj system of governance, these
workers are not unhappy about not being able to avail many of the government welfare schemes.
The reason is simple. They hur.dly understand what welfare is. Like for Ronuly, @ garden worker,
the day starts with ‘Iho Buqan time (the tea garden time) at around 8 am in the morning while she
continues 10 work Hill SPm in the evening. From today, she plans to work an extra time for ten days.
As then, on wage register at least, she would be earning an overtime of 24 paise a day, which
would help her family. She has asked her children Bhanu, 10-yearld and Sukti, 13-yearold to not
1o visit the garden for work today. They are to stay back to look after their ailing father Sama. Last
ovening Ronolu visited the local pharmacist to get medicines for Sama. The pharmacist, acting as
o doctor of the area which had the nearest hospital 78 km away, is a generous person. He does
+of mind giving medicines to the plantation workers knowing well that these labourers would not
be able to pay back soon. How can they? As they have not received their meagre daily wage of
even 246 for the last nine months.
lis evening when Samarth is returning from the function thinking what more can he do for his
business while the workers and their children, singing Ekta kolir duiti paat, are busy in plucking

leaves.

Discussion Questions
1. What plans, do you think, could be there in Samarth’s mind?
2. How has Samarth fared in his business responsibilities?

2. Tue Towwn oF Toys

Channapatna popularly referred to as gombegala coru ‘town of toys' is a place 57 km en route
to Mysore from Begaluru. This small town of Karnataka is located in the district of Ramanagera,
which is famous to have witnessed the shooting of the movie ‘Sholay’. Channapatna would indeed
be a traveller’s sure attention. It still preserves the art of wooden toy and lacquerware making - an
art form brought in by Tipu Sultan from Persia. |

The shops in the town remain abuzz with customers huddling to purchase Abacus, Towers of
Hanoi, Tictac-toe, jigsaw puzzles, building blocks, vintage cars, toy frains, mathematical puzzles
and what not. The enticing appearances of the toys are just not a fascination for Kannadigas
[Kannada- speaking people) but also the tourists from other parts of the country and, sometimes,
from a few parts of the globe. The toy-making industry of the town presently is confined largely to
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households employing almost an equal number of men and women. Children are preferably qgf, d

to first take up their education and then the craft.
But what appears to be a settled storyline today was not so in the past. Channapatna factorig,

few years back, witnessed a steep downfall due to market invasion by the Chinese toys. None
would deny that the Chinese onslaught was truly a terrible killer. The local craftsmen could ney,
imagine the throw away price at which the fancy Chinese toys were being made available. Mads
of cheap synthetic colours and wood, having a fashionable appearance, trendy look and shar
edges, these toys flooded the markets to dethrone Chennapatna products for quite some time,
the local industries it was almost a death knell, as no way out appeared. The helpless craftsmep,
like Kartik, Manjunath, and many such others had even been thinking of using the synthetic dyes
and cheap wood but alas were tied to their traditions. At times, many of them thought to switch o
Bengaluru in search of some job. They could not think of any viable options to earn their living, |
was N. Varadaraja Sivam who infused new hope among the local craftsmen to look up to.

‘Thaatha’, as N. Varadaraja Sivam is popularly called in the local dialect, is a name to reckop
with in Channapatna. Aged almost 75 years, he prominently portrays the rich traditions of the
handicraft industry, the craftsmen and their thoughts. He has been successfully running his fc:ctory
for the past 40 years. Getting up early in the morning and after having his ‘caha’(tea), Varadaraian
leaves for a nearby plot of land, adjacent to the jungle, to water a huge number of plantations
of ivory wood. The ivory wood is cut, seasoned and coloured to make the toys and so Thaathg
considers it necessary that the irees need fo be replanted to keep the local economy running. He
next takes out time to prepare the natural dyes used for colouring the toys and collects the abrasive
grass to be used for polishing.

But these Chinese toys even kept Thaatha in a fix. The younger generation of the day unsuccesshully
persuaded him fo go by the methods of the times to give a fight. All awaited his decision fo quit or
to continue in the business, yet he held firmly to his convictions and did not quit. It was Thaatha' s
firm belief that Chinese toys are not going to stay long just because of the compromises they have
been making with their customers or the environment. He knew the sharp edges stand no match to
the smooth finishes of his toys. The day is not far when families would uphold the vegetable-based
dyes of the Channapatna toys that do not harm the children in any way. “I cannot compromise with
the mother Earth, with Makkalu (children)...” said Thaatha calling upon the craftsmen to continue
to adhere to what is moral and just. He understood that factory based production was needed to
be expanded at Channapatna to reduce the cost. He, hence, approached the KHDC (Karnataka
Handicraft Development Corporation) and the Artisan Training Institute and in return received a
helping hand. These efforts gradually washed away the Chinese menace. Now the town’s industry
has regained its old stature and MNCs like Microsoft have turned out to be big clients for the local
artisans. All said, a sense of pride is what gels seen today in the eyes of Channapatna craftsmen.

Discussion Questions:
1. What could be the reason behind Chenapatna craftsmen sharing the sense the pride foday?

2. How do you evaluate Thaatha's business thinking?
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.. LEARNING OBJECTIVES

This chapter will enable the reader to:

, « Describe the nature and importance of planning

| o Present the various types of plans

Explain the steps in planning and the strategic planning process
Identify the limitations of planning and suggest ways to make it effective
List the skills required for effective planning

Understand strategic planning in Indian industry

NATURE OF PLANNING - a :

Planning is the beginning of the process of management. A manager must plan before he can possibly
organise, staff, direct or control. Because planning sets all other functions into action, it can be seen
as the most basic function of management. Without planning other functions become mere activity,
producing nothing but chaos. This has been called the principle of primacy of planning.

Planning follows systems approach which results in an emphasis being given to three major sub-
systems, viz. the environmental sub-system, the competitive sub-system and the internal sub-system.
The environmental sub-system includes such factors as population changes, anticipated governmental
actions and international developments. The competitive sub-system includes consideration of the past,
present and anticipated actions of competitors and the internal sub-system includes particular unique
features of the firm itself, e.g. its location, facilities, personnel, etc. |
| Planning is an intellectual process which requires a manager to think before acting. It is thinking in
| advance. It is by piiﬁﬁT{T@' that-managers of organisations decide what is to be done, when it is to be
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done, how it is to be done, and who s to do it. Deciston-making is thus ot '0'“08""1 part of planniy, ;
It is defined as the process of choosing among alternatives. ( )Iwimmly.‘ llccmlml-n?nkmg will occyr al
many points in the planning process, For example, in planning ‘:"f their organisation, managerg Mgy
first decide which goal to pursue: “Shall we manufacture all parts internally or buy some fm.m Outsidey
In fact, deciding which goal to pursue is probably the most important part of ‘lhc planning procesy,
Managers must also decide which assumptions about the future and about tl'u: environment they will g,
in making their plans: “Will taxes on our enrnings increase, nm.l ‘llnm strain our cumpan)f's cash floy,
or ¢can we expect taxes to remain at the present level?" In addition, managers r.n.ust decide how they
will allocate their resources to attain their goals: “Should we fill up a senior position by promoting ap
existing employee or should we hire someone from outside lhc' nrgm?isﬂlitm?" Bcc‘:nusc dccision-making
is such an integral part of planning, we will discuss it cxlcnmvcly in the following ch:llplcr.

Planning is a continwous process Koontz and O'Donnell’ rightly observe that like a Navigator
constantly checking where his ship is going in the vast ocean, a manager should constantly watch the
progress of his plans. He must constantly monitor the conditions, both within and outside the organjs,.
tion to determine if changes are required in his plans. It is wiscr for him to be right than merely being
consistent. They call it the principle of navigational change.

As a corollary to the above principle, it can be said that a plan must be flexible. By flexibility of 5
plan is meant its ability to change direction to adapt to changing situations without undue cost. Becayge
circumstances change, it is simple common sense that a plan must provide for as many contingencies
as possible. It needs to possess a built-in flexibility in at least five major areas viz., technology, market,
finance, personnel and organisation. Flexibility in technology means the mechanical ability of a company
to change and vary its product-mix according to the changing needs of its customers. Flexibility in mar-
ket means the company’s ability to shift its marketing geographically. The company should be able to
penetrate into unserved arcas as and when there is a sudden spurt of demand in those arcas. Flexibility
in finance means the company’s ability to obtain additional funds on favourable terms whenever there
i1s need for them. Flexibility in personnel means the company’s ability to shift individuals from one job
to another. Flexibility in organisation means the company’s ability to change its organisation structure,?

However, flexibility is possible only within limits. It is almost invariably true that it involves extra
cost. Sometimes it may be so expensive that its benefits may not be worth the cost. Sometimes people
may develop patterns of thought that are resistant to change. Sometimes already established policies
and procedures may become so deeply ingrained in the organisation that changing them may become
difficult. In most cases irretrievable costs already incurred in fixed assets, training, advertising, etc.
may block flexibility.

Planning is an all-pervasive function. In other words, planning is important to all managers regardless
of their level in the organisation. There are, however, some differences in involvement by managers
at different levels. One major difference concerns the time period covered. Top level managers are
generally concerned with longer time periods. Much of their planning involves activities that will take
place six months to five years later, or even afier that. Lower level managers are more concerned with
planning activities for the day, week, or the month. First-line supervisors, for example, plan the work

' Harold D. Koontz and Cyril J. O'Donnell, Principles of Management—An Analysis of Managerial Functions (Tokyo:
McGraw-Hill, Kogakusha, 1972), p. 135,

? A rigid plan is also known as Cook 5-tour plan. Cook's World Travel Service is one of the oldest and largest travel agencies.
It was one of the originators of thoroughly planned travel tours with clearly prescribed itineraries.
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planning may be done by an army of experts using SophisticatccT ;::cthr:l?hcy. d simulati

. may be Eionc in a seal-of-thc-pnnts manner, by a number of cxccutivqcucshan- Slmm.a ".0" models;
over a cup of coffee. Planning may be done from the top down with the ;S i !helrjudgqmcnts
targets that are then passed down; or it may be done from the’bottom u I;?;C‘:}l:“‘;es df—’CldIng "
formulating plans and targets and sending them up for evaluation and cooir)(’lination CPIUWQS‘ SCC"OSS
done parlic:lpﬂ"}’e'}’- with a grez_at many members of the organisation chipping in w.ith ?:;Ln;gd:aag ;
judgements, o it may be done in an elitist manner by a few executives or technocrats. o

IMPORTANCE OF PLANNING

Without planning, .busmess decisions would become random, ad hoc choices. Four concrete reasons
for the paramount importance of the planning function are as follows

Minimises Risk and Uncertainty

In today’s increasingly complex organisations, intuition alone can no longer be relied upon as a means
for making decisions. This is one reason why planning has become so important. By providing a more
rational, fact-based procedure for making decisions, planning allows managers and organisations to
minimise risk and uncertainty. In a dynamic society such as ours, in which social and economic condi-
tions alter rapidly, planning helps the manager to cope with and prepare for the changing environment.
Planning does not deal with future decisions, but with the futurity of present decisions. For instance, if
a manager does not make any provision for the replacement of plant and machinery, the problems he
will have to face after ten years can well be imagined. The manager has a feeling of being in control -
if he has anticipated some of the possible consequences and has planned for them. It is like going out
with an umbrella in cloudy weather. It is through planning that the manager relates the uncertainties

and possibilities of tomorrow to the facts of today and yesterday.

Leads to Success

Planning does not guarantee success, but studies have shown that, often things being equal, “chance
favours the prepared mind”. Companies that plan not only outperform the nonplanners but also outper-
form their own past results. This may be because when a businessman’s actions are not random or ad
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hoc, arising as mere reaction to the marketplace, i.e., when his actions are planned, he definitely does

better. Military historians attribute much of the success of the world’s greatest Generals to effectiv,
battle plans,

Planning leads to success by doing beyond mere adaptation to market fluctuations, With the help of

a sound plan, management can act proactively, and not simply react. It involves an attempt to shape the

environment on the belief that business is not just the creation of environment but its creator as well,

Focuses Attention on the Organisation’s Goals

Planning helps the manager to focus attention on the organisation’s goals and activities, This makeg
it casier to apply and coordinate the resources of the organisation more ecconomically, The wholq
organisation is forced to embrace identical goals and collaborate in achieving them. It also enableg the
manager to chalk-out in advance an orderly sequence of steps for the realisation of an organisation’s

goals and to avoid a needless overlapping of activities.

Facilitates Control

In planning, the manager sets goals and develops plans to accomplish these goals. These goals ang
plans then become standards or benchmarks against which performance can be measured. The funetiop
of control is to ensure that the activities conform to the plans. Thus, controls can be exercised only if

there are plans.

Trains Executives

Planning is also an excellent means for training executives. They become involved in the activities of
the organisation, and the plans arouse their interest in the multifarious aspects of planning.

Q

TYPES OF PLANS - 29 >

In a large organisation, there are various types of plans that are arranged in a hierarchy within the
organisation. This means that plans at each level have to be consistent with and contributive to the
achievement of plans above them (Fig. 4.1). We now describe each type of plan in detail.

Vision
At the top of this hierarchy is the vision. This is the dream that an entrepreneur creates about the
direction that his business should pursue in future. It describes his aspirations, beliefs and values and
shapes organisation’s strategy. In fact, visioning is an ongoing process. As the organisation proceeds, the
vision reshapes. Walchand Hirachand’s belief, for example, that a cheap and efficient transport system
was necessary for India’s rapid industrialisation resulted in the establishment of the Scindia Shipping
Company, Premier Automobiles and Hindustan Aircraft Company. The Tata Group of companies bears
the stamp of the lofty ideas of Jamshetji N. Tata. Tata’s sense of trusteeship, his realisation that to
survive and prosper, an enterprise must serve the needs of Indian society, his emphasis on the applica-
tion of science and technology—all have been brought to bear on the enterprises that bear his name.
A vision should be brief, focused, clear and inspirational to an organisation’s employees. It should
be linked to customers’ needs and convey a general strategy for achieving the mission.
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Fic. 4.1 Hierarchy of organisational plans

Mission

Next comes missm'n, \:VhICh 1S tl_1e _unique aim of an organisation that sets it apart from others of its
[t is an organisation’s -specmllsation in some area—service, product or client, which decides the
organisation’s scope of business. Indeed, this may lead to ruling out a customer segment that would
simply be uﬂprqﬁtal.)le or t'°° hard tO- Serve, given the organisation’s capabilities. Thus, a university may
have as its misswr'l imparting education to women only or a hospital may treat heart disorders only. For
example, the mission of Asea Brown Boveri Ltd. (ABB) is as follows: “... tobe a global leader ... most
competitive, competent, technologically advanced and quality-minded electrical engineering company.”
In addition to describing the scope of business (i.e. products and services the organisation provides,
technologies used to provide these products and services, types of markets, important customer needs
and distinctive competencies or the expertise that sets the firm apart from others), the firm’s mission
statement may also mention its cultural values. For example, ABB sets out the following values to
ensure that its employees “pull in the same direction™: corporate unity and a single sense of purpose,
business ethics, customer focus, employee focus, quality, environmental protection and action orienta-
tion, i.e. responding quickly to changes in today’s fast-changing world.

Like vision, a firm’s mission also guides the development of strategies. It establishes the context
within which daily operating decisions are made and sets limits on available strategic options. It is,
therefore, necessary that it is not revised every now and then in response to every new tumn in the
cconomy. But it may change overtime to take advantage of new opportunities or respond to new market
conditions.

Objectives

Objectives are goals or aims that the management wishes the organisation to achieve in pursuit of its
mission. These are the end points or pole-star towards which all business activities like organising,
staffing, directing and controlling are directed. Only afier having defined these end points can _the
manager determine the kind of organisation, the kind of personnel and their qualifications, the kind
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of motivation, supervision and direction and the kind of control techniques which he must employ ¢,
reach these points.

Objectives should be distinguished from the word “purpose™. The purpose of an organisation s iy,
primary role defined by the society in which it operates, For example, the purpose of every university
is to impart education or the purpose of every hospital is 1o provide health care, Purpose is therefore
a broad aim that applics not only to a given organisation but to all organisations of its type in thy
society. Objectives are the specific targets to be reached by an organisation. They are the translatiop,
of an organisation's mission into concrete terms against which results can be measured. For example
a university may decide to admit a certain number of students or a hospital may decide to admit ;;
certain number of indoor patients. Often, objectives of a particular nature are given a special name, For
instance, we may speak of sales quotas, expense ratios, budgets, absentee rates or market positions, The
use of such descriptive terms does not remove them from the broad categories of objectives,

Whose objectives are organisational objectives? An answer 1o this question has been offered by
Cyert and March.® They regard organisations as coalitions of a large number of stake-holders such 44
powerful customers, suppliers, bankers, union leaders, etc., with widely varying stakes. An organigs.
tion's objectives take into account all stakes and specify a common viewpoint acceptable to all the
stakeholders. This implics that no organisation can adopt objectives unilaterally without considering

what others want.

Characteristics of Objectives

Some important characteristics of objectives arc as under:

This implies that every business enterprise has a package
of corporate objectives set out in various key arcas. As pointed out by Peter Drucker,” there are eight
key areas in which objectives of performance and results have to be set. These are: market standing,
innovation, productivity, physical and financial resources, profitability, manager performance and devel-
opment, worker performance and attitude and public responsibility. Thus, for example, a manufacturing
and marketing company may have the following objectives:

(a) Achievement of a specified market share for its products

(b) Development of a new product or service
(c) Identification of a parasitical overhead which only adds to costs
(d) Provision for raw material and physical facilities

(e) Reduction in cost

(f) Direction of managers by objectives

(g) Building of an Employee Relations Index based on turnover, absenteeism, S
medical department, suggestion system participation, grievances etc.

(h) Conducting the business so as not to undermine social beliefs and cohesion

Objectives are multiple in number

afety, calls on the

Objectives change over time Although it is true that the successful manager tries to foresee all
critical changes in the environment that will affect given objectives yet this may not be enough. There
may be in addition short- and long-range economic, technical, social, political, and even ethical changes
that affect what will or can be done in a near or far future. Thus, consumers’ liking for a product may

3 Cyert, R.M. and J.G. March, “A Behavioural Theory of Organisational Objectives”, in M. Haire (ed.), Modern Organisation

Theory, John Wiley & Sons, Inc., N.Y., 1959.
4 peter Drucker, The Practice of Management (New Delhi: Allied Publishers, 1970), p. 63.
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Keeping diverse objectives in balance at all points in time is no simple task. In business these results

that show up directly in ?ccquptmg reports often command priority, thus avoiding overtime expense

be preferred over maintaining quality. The manager of a non-business organisation, e.g. a university
ncellor may glve more importance to teaching them to research and extension.

objectives are generally arranged in a hierarchy This means that we have overarching cor-

rate objectives .of the total entel.'pnse at the top, followed by divisional or departmental objectives.
Next come ol?]eCIIVES of each section and finally individual objectives. Each step of this ladder, whose
highest rung i the corporate ob_JecFlve and whc_)se lowest is the detailed job descriptions of operatives,
cerves both as a means for achieving a goal higher in the hierarchy and a goal of those immediately
lower down in the hierarchy. Goal-means hierarchies not only simplify the roles that organisational
members have to play; but also limit their involvement with the organisation’s major goals.

\rice-Cha

Objectives sometimes clash with each other The process of breaking down the enterprise
into units, for example, production, sales and finance, requires that objectives be assigned to each
unit. Each unit is given the responsibility for attaining an assigned objective. The process of allocat-
ing objectives among various units creates the problem of potential goal conflict and suboptimisation,
wherein achieving the goals of one unit may jeopardise achieving the goals of another. For example,
the production goal of low unit cost achieved through mass production of low quality products may
conflict with the sales goal of selling high quality products. The resolution of this problem is a careful
balance of the goal for each unit with the recognition that the goal of neither unit can be maximised.
The result is a situation known as suboptimisation of goals. The exact form and relative weight to be
given to any particular unit or interest group is precisely the nature of management’s dilemma; yet it
is precisely management’s responsibility to make these kinds of judgements.

Requirements of Sound Objectives

While laying down objectives there are certain requirements that the manager should always keep in
mind.

Objectives must be both clear and acceptable The ultimate test of clarity is the people’s
understanding of the objectives. Unambiguous communication is helpful in ensuring clarity of un-
derstanding. The objectives must also be acceptable to the people, that is, they should be compatible
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with their individual goals. As Barnard* pointed out, cach participant in an or-gamsation c.ietermines for
himself the range of acceptable behaviour, and if the activitics required ofl him are 01-1t.-slde this range,
he will not pursue the objective. A production line foreman can find all. kinds c.)f legltlmatfe means g
foil a production schedule if the meeting of that schedule requires behaviour which he considers unag.

ceptable. For example, if the schedule requires a heavy-handed approach. to push his subordinates
levels of production beyond those which they themselves believe appropriate, the f'c.:re.man. can simply
fore, a wisc manager should be careful to distinguish betwegp

claim that it is impossible to meet. There .
those objectives that are merely hopes and those that are real expectations.
Objectives must support one another Objectives could interlock or interfere with one another,

For example, the objectives of the credit manager with his eye on keeping credit losses to a miqimum
may be operating at cross purposes with those of the sa!esmqn to secure maximum sales. In view of
this. there is need for coordination and balancing the objectives of all departments, otherwise they
ma},-r pursue different paths making it difficult for the chief executive to achieve the company’s overa]|

objectives. ,
Further, there should be a close-knit relationship between short-range and long-range objectives,
What is to be done in the first year should provide a foundation for what is to be done each successiye

year, and this can be guaranteed only if short-range objectives are part of the long-range objective,
An outstanding advantage of setting short-range objectives is that they provide benchmarks for

measuring progress. When a person sees that he is making progress, he gets a sense of accomplishment

even though the job is not yet finished.
Objectives must be precise and measurable An objective must always be spelled out in
precise, measurable terms. There are several reasons for this:

1. The more precise and measurable the goal, the easier it is to decide how to achieve it. For example,
the goal of “becoming more active in the community” leaves managers in doubt as to how to
proceed. If instead, managers select as their goal “increasing profits by 10 per cent”, they have
described their goals in much more meaningful terms.

2. Precise and measurable goals are better motivators of people than general goals.

3. Precise and measurable goals make it easier for lower level managers to develop their own plans
for actually achieving those goals. For example, if a general manager is aiming for a 15 per cent
growth rate over the next four years, the sales manager can determine how sales must increase
in order to meet this goal.

4. It is easier for managers to ascertain whether they are succeeding or failing if their goals are
precise and measurable. For example, if they are aiming for a profit of ¥15 lakh over the next
two years, they can check progress as profit and loss figures come in. They would then be in a
better position to take whatever corrective action may be necessary to help them meet their goal.

Verifiability being the key to useful objectives, even objectives which are not immediately measurable
can be made so by using a quantifiable element that correlates with them. For example, absenteeism
may correlate closely with employee morale, even though morale itself cannot be measured. Hence the
specific objective of reducing absenteeism by 50 per cent in, say, a year provides a substitute measurable
objective for improvement of morale. Sometimes it is said that qualitative objectives can be gauged by
the standard of “how well” and quantitative objectives by “sow much”. This means that one can make

5 Chester 1. Banard, The Functions of the Executive (Cambridge, Mass.: Harvard University Press, 1938).
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 ive objective highly verifiable by spelling out enough specific characteristics of the objective -
. qualnnll of accomplishment. For example, if the Objective is
ate

Youis b o to make performance of recruitment
and ffective: this can be done by requiring

o™ € ous line departments to submit to the personnel department full details about unfilled positions
Ve : -
o -ertain date;
:a certd .
by sersonnel department to il up al vacancies by a certain date; and
__the :n rsonnel department to regularly follow up cand
_ the peB

idates recommended to line managers.

ans that the manager should constantly review,
tions. With the passage of time stakeholders’
manager to work out a new common minimum

. ves should always remain valid ;s me
Ob]ecll" od adjust them according to changed condi
wag:cs:‘ c: s change and it becomes necessary for the
oferene™
:mnrﬂ“‘mc‘ - ; ,
i tages of objectives Basically the following benefits
Ad“aﬁe\' provide a basis for planning and for developing other type of plans such as policies, budgets
" andvacedums' . for Ssdiad o
They act as motivators for individuals ang departments of an enterprise by pointing the way to
4 desired performance. . .
They eliminate hapha_za?‘d action ‘_Vthh may irable consequences.
4' They facilitate coordinated behaviour of various groups which otherwise may pull in different
" directions. _ '
They function as a basis for managerig] control by serving as standards against
performance can be measured.
6. They facilitate berter.managemt_en_r .of the e
: directing and controlling lhf: activities of p
7. They lessen mis:mders_randmg and conflict and facilitate communication among people by mini-
mising jurisdictional disputes.

8. They provide legitimacy to organisation’s activities.

result from objectives:

"

a2

Ln
h

which actual

nterprise by providing a basis for leading, guiding,
eople of various departments,

Strategies

Environmental Appraisal

There are bewildering variety of ways

of doing this appraisal which results in
and opportunities. One popular way is

the identification of threats
to analyse the components and attributes of environment as under.

Components of external environment

j L. Political ang legal components:
| (2) Stability of the government and its political philosophy
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(b) Taxation and industria| licensing laws

(c) Monetary ang fiscal policies

(d) Restrictions on capital movement, repatriation of capital, state trading, etc

2. Economic components

(a) Level 9f cconomic development and distribution of personal income

(b) Trend in prices, exchange rates, balance of payments, etc.

(c) Supply of labour, raw material, capital, etc,

3. Competitive components;

(@) Identification of principal competitors

(b) Analysis of their performance and programmes in major areas,
product life-cycle, product mix, distribution channels and sa
credit and delivery, advertising and promotion
ing of personnel, technological development, productivity and efficiency in m
financial strength, profitability and rate of return on sales and investment

(c) Anti-monopoly laws and rules of competition

(d) Protection of patents, trade marks, brand n

4. Social and cultural components:
(a) Literacy levels of population
(b) Religious and social characteristics
(c) Extent and rate of urbanisation
(d) Rate of social change

ames and other industria] property rights

Attributes of External Environment

1. Turbulence, i.e. marked by unpredictable changes and contradictory, unreliable informatiop,
The opposite of a turbulent environment is a stable environment.

2. Hostile, i.e. marked by risk, stress and frustration, arbitrary and harsh laws, severe price competi-
tion, threats of nationalisation, etc. The opposite of a hostile environment is a benign environment,

3. Diverse, i.e. marked by a clientele with variegated needs. For example, the clientele of 3
departmental store has variegated needs but it is not so in the case of customers of car dealers,

4. Restrictive, i.e. marked by many legal, political, economic and cultural restraints.

S. Technically complex, i.e. marked by the requirement of a high order of technical expertise in
management,

Corporate Appraisal

This involves an analysis of the company’s strengths and weaknesses. A company’s strengths may lie in
its outstanding leadership, excellent product desi gn, low-cost manufacturing skill, efficient distribution,
efficient customer service, personal relationship with customers, efficient transportation and logistics,
effective sales promotion, high turnover of inventories and/or capital, ability to influence legislation,
ownership of low-cost or scarce raw materials, outstanding research, advertising, and so on. Any_ of
these strengths that represent unique skills or resources that can determine the company'’s competitive
edge are called its core competency. The company must plan to exploit these strengths to the maximum.
Similarly, it may suffer from a number of weaknesses which it must try to circumvgnt. Thus, fomlulat'lon
of a strategy is like preparing for a beauty contest in which a lady tries to highlight her strong points
and hide her weak points. An instance is the strategy that Coca-Cola™ in the U.S. formulated a few
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0 to Wit h“Clel,s. A CI'F"' H'frg‘“' King™ which the company had lost to its major rival 4
year " coco-Cola™ identified its major strength, which lay in its better technology and infrastruc- :
Pepﬂcoqcn_c a consistent measure of drink to remote locations every time to ensure that they did not
[uf':(:zlhof stock. That was what was exploited. It also put red flags on its weaknesses.

in

4es of Strategy Formulation Mintzberg® has described three modes of strategy making: plan-

Mo reneurial and adaptive,
ning: o planning mode is systematic and rational, The essence of this mode is in being different, i.e., in

Thining activities In such a way that they deliver a unique mix of values that are different from rivals.

. ot that the .n\"als cannot imitate l!us combination. But imitation of a combination of activities is
[tis Laly more difficult than thf: imitation of one or two activities because it requires different equip-
ccn:tl Jifferent employee behaviour, different skills, different company image and different management
mc.n’;“s. Thus a medical s0ap {11a|1ufaclurer, with a large sale force calling on dermatologists and drug
s)-stt.s - dvertising in medical journals, sending direct mail to doctors, attending medical conferences
slod d;:i"ﬂ research at its own skin care institute, cannot easily trade off its present mix of activities
for Somcuother soap manufac.:ture?r’s mix where the soap manufactured is of different variety (with
jeodorants and §oﬂners),_selllng is through super markets and promotion is through price reduction.

E,,wpreneur{d mode is one in which i‘pr?actwe, bold plan is drawn to seek new opportunities on
ihe basis Of intuition. Also ‘kn'own as lhl.i mmde-gut” mode, it believes that the greatest constraint on
4 00 mpany’s pe.rfon_nance is its own mlpdsel. Wlth enough ambition or “stretch™ and with the right
core competencics, Just about ?nyt.hmg I8 Possnble. Thu§, a manufacturer may decide to outperform
competition smlgl)r or in combmatfon by‘ rigorous pursuit of cost reduction or by differentiating the

roduct or service-creating something unique or by focusing on a particular buyer group.

Adaptive mode (also k{wwn as thf': “outside-in” mode) is reactive and timid. This mode is generally
used to formulate strategies .for solving problems as they come. This mode believes that an organisa-
ion is a “prisoner of its environment” and can do only what the world around it allows. The task of
the managers is to create the best possible fit between their organisation’s internal strengths and weak-
nesses, and whatever external opportunities and threats there may be.

In real life, however, we find organisations following a combination of all the three modes. Thus, a
manufacturing company may use the planning mode to formulate the strategy of its finance department,
the entrepreneurial mode to formulate the strategy of its marketing department and the adaptive mode
to formulate the strategy of its personnel department.

Whatever the mode, a strategy is optimum only for a particular point in time. Hence its time horizon
should be carefully chosen. It should be remembered that to formulate a strategy consistent with rap-
idly changing environment is like aiming at a moving target. In a world where strategy life cycles are
shrinking, creativity and innovation are the only way an organisation can renew its lease on success.

Read the difference between strategic planning and tactical planning ahead.

Operational Plans

These plans act as means of implementing the organisation’s strategy. They provide the details of how
the strategy will be accomplished. There are two main types of operational plans: standing plans and
single-use plans.

* Heary Mintzberg “Strategy Making in Three Modes”, California Management Review, 16, no. 2 (Winter 1973).

he¢eps:/hemanthrajhemu.github.io

e -



3

- Principles of Managoment

Standing Plans
These plans are designed for situations that recur often enough to justify a standardised approach. Fo,

example, it would be inefficient for a bank to develop a new plan for processing a loan application of
each new client. Instead, it uscs one standing plan that anticipates in advance whether to approve ¢,
turn down any request based on the information furnished, credit rating and the like. The major types

of standing plans are policics, procedures, methods and rules.
Policies A policy is a general guideline for decision-making. It sets up boundaries around decisions,
including those that can be made and shutting out those that cannot. In so doing, it channelises the
thinking of the organisation members so that it is consistent with and contributive to the organisationg
objectives. In the words of George R. Terry, “policy is a verbal, written or implied overall guide, setting
up boundaries that supply the general limits and direction in which managerial action will take place 7

Although, policies deal with “how to do” the work, they do not dictate terms to subordinates. They
only provide a framework within which decisions must be made by the management in different spheres
Thus we may hear that the recruitment policy of a company is to recruit meritorious people through
the employment exchange; or the advertisement policy of a company is to avoid cut-throat competition
with its rivals in the field: or the distribution policy of a fertiliser company is farmer-oriented. In a]
these examples, respective policies leave it to the discretion of the subordinates, the decisions regarding
which candidates are meritorious, what is cut-throat competition and what is to be farmer-oriented. In
companies having the “one-price” policy, discretion of subordinates is often obtained by maintaining
a list price and then granting discounts to certain classes of customers.

It should be noted that both policies and objectives guide thinking and action, but with difference.
Objectives are end points of planning while policies channelise decisions to these ends; or, to put it
another way, policies lead to objectives in the way a series of alternate highway routes lead to a city.

Advantages of Policies The advantages of policies are as follows:
1. Policies ensure uniformity of action in respect of various matters at various organisational points.

This makes actions more predictable.
Policies speed up decisions at lower levels because subordinates need not consult their superiors

frequently.
Policies make it easier for the superior to delegate more and more authority to his subordinates

without being unduly concerned because he knows that whatever decision the subordinates make

will be within the boundaries of the policies.
Policies give a practical shape to the objectives by elaborating and directing the way in which

the predetermined objectives are to be attained.

Disadvantages of Policies Policies with broad areas of discretion and initiative lead to inconsistent
interpretations and make the very delegation of authority difficult which they are intended to implement.
Types of Policies Policies may be variously classified on the basis of sources, functions or
organisational level.

1. Classification on the basis of sources On this basis, policies may be divided into originated,
appealed, implied and externally imposed policies.

7 George R. Terry, Principles of Management (Homewood, III: Richard D. Irwin, 1977).
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U,,-.:fuun-d policies: These are policies which are y

by top MAnagers for the purpose of guiding the :1cli;::l I(I;j; Tsl?blishcd formaliy and delib'eralely
fhcsc pnlicm.‘.; 'm generally st ‘.IO.W" in print and cmi)odiic]lci'; Sanmdm?tcs A
o ppealed policics: A\ppt:ﬂ!ui Policies are thoge Which arise from IIP?:.] - I made by a subordi

pate to his superior regarding the manner of handling a given situati ﬂ}:gia made by a subordi-
by the uperior on appeals made by the subordinates, ation. When decisions are made
For example, let us assume that a company gl|

customer states that he is willing to purchase j
he price in advance, provided he s allowed

© ]mph-gd policies: T_here. are al§o policies
policies are callec! lmplled policies. Only b
rors in specific situations can the presenc
can sum up the practice by saying, “[t has
examples of this policy:
— Repeated assignment of office space on the basis of seniority
— Determination of shift preferences op the basis of seniori
— Never to fire an employee who has been with
— Giving customers advance warning of price
— Assigning women to certain assembly jobs
Implied policies work well under stable conditi
change difficult when it is most needed. Cogj
regimentation.
(d) Externally imposed policies: Policies are sometimes im
such as government, trade associations and trade unio
dictated by 2 government law regulating prices or b

limiting production or by a decision of the trade unio
existing employees.

ither in writing nor verbally. Such
tual behaviour of the various supe-
olicy be ascertained. An employee
that way here.” Following are some

Yy watching the ac
€ of the implied p
always been done

the organisation over 20 years
Increases

ons. But their unstated subjective ratio makes
fication reduces friction though it smacks off

posed on the business by external agencies
ns. For example, a policy might have been
y a decision of a mill owners’ association
n to fill up higher posts only by promoting

2. (Classification on the basis of functions On the basis of business functions, policies may be
classified into production, sales, finance, personnel policies, etc. Everyone of these functions will
have a number of policies. For example, the sales function may have policies relating to market, price,
packaging, distribution channel, commission to middlemen, etc.; the production function may have
policies relating to the method of production, output, inventory, research, etc.; the financial function
may have policies relating to capital structure, working capital, internal financing, dividend payment,

elc.; the personnel function may have policies relating to recruitment, training, working conditions,
welfare activities, etc.

| 3. Classification on the basis of organisational level On this basis, policies range from major
company policies through major departmental policies to minor or derivative policies applicable to the
+ Smallest segment of the organisation.
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Guidelines for effective policy-making The guidelines for making effective policies are 5
follows:
riting and should be clearly understood by those

1. Policics should, as far as possible, be stated in w
who are supposed to implement them. . .
define the appropriate methods, action and respongj.

Policics should make their purpose clear, : :
of action permitted to those whose actions are to ba

bilities and delineate the lintits of freedom ' . ¢
ring services of an airline company, jts

guided by them. Thus for the manager in charge of catering an air
safety policy must state clearly what is meant by safety. II it means maintaining the quality of

food to avoid customer dissatisfaction or illness, then some of the crucial questions before the
manager are: How does he ensure that the food is of top quality? What sorts of control points and
chcck}mints does he establish? How does he ensure that there is no deterioration of food quality
in flight? Who checks the temperature of the refrigerators or the condition of the oven while the

plane is in the air? . _ ' .
Only when the policy is translated into specific actions with specific control and checkpoints
are established for each employee’s job, might safety be said to have been truly deployed as a

policy. .
ementation of policies, the top managers and the subordinates who are

3. To ensure successful impl
supposed to implement them must participate in their formulation. Participation is the best as-

surance of loyalty to a policy.
4. Apolicy must strike a reasonable balance between stability and flexibility. Conditions change and
e degree of stability must also prevail

policies must change accordingly. On the other hand, som
if order and a sense of direction are to be achieved. There are no rigid guidelines to specify the

exact degree of the requisite flexibility; only the judgement of management can determine the
balance. Newman and Summer® cite the example of an executive who used to have a large rub-
ber stamp that read “And this time I mean it”. When he wanted his orders followed precisely, he
used the stamp on any documents involved. Variation in flexibility can however cause confusion.
5. Different policies in the organisation should not pull in different directions and should support
one another. They must be internally consistent. A family-owned organisation which is thinking
to expand rapidly and also to retain exclusive family control over the enterprise is following an
internally inconsistent policy because to achieve expansion, outside finance will have to be raised .

which may involve loss of family control.

6. Policies should not be detrimental to the interest o
ethical behaviour which prevail in society.

7. Policies must be comprehensive to cover as many contingencies as possible. For example, the
policy to hire people through employment exchanges should also provide for a situation when

re not so available.
in order to see whether they are to be modified, changed,

!J

f society. They must conform to the canons of

adequate number of persons a
8. Policies should be periodically reviewed
or completely abandoned and new ones put in their place.

Procedures Policies are carried out by means of more detailed guidelines called “procedures”.
ed set of instructions for performing a sequence of actions involved in

A procedure provides a detail
followed each time that activity is performed. For

doing a centain piece of work. The same steps are

$ Newmann and Summer, The Process of Management, Prantice-Hall of India Pvt. Ltd,, New Delhi, 1965, p. 405.
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i purchasing department; (i) calling tender ,
: Materials; (iii) placing orders with the

appliers who “mc:::':-(:‘l‘;“i» S(lll\) [l!\‘spcctmg the materials purchaged by the inspecti

) making payme Ben pplier of Malerials by (he s departm Specting department; and
g rccrulm?c'“ oiﬂpt{sonnu may l3c: (1) inviting applicati )IL ' cdnl. Sfm;larly, lhc proccdyre

the applications; (111) Lur{tluclmg \s"nulen tests (iv) conductine : BN advertisement; (i) screening
citten test: and {-\') medical examination of those who

W ( for conducting the meetings of directors and sha
materials from the stores departmeny,

nts department, and so on,

c,\'iS
aw
accou

pifference between policy and procedyre Various points of distinction be

1. Policies arc general g:uidcs to both thinkin
general guides to action only usually for

5. Policies help in fulfilling the objectives o
ment policies.

3. Policies are generally broad and allow som
and do not allow latitude.

tween the two are as under:
g and action of people at higher levels. Procedures are

people at lower Jevels,
f'the enterprise. Procedyres show us the way to imple-

¢ latitude in decision making. Procedures are specific

and timing of each task, executive’s dependence on th

supervision becomes more routine and discipline is externalised. Finally, they enable employees to
improve their efficiency by providing them with knowledge about the entire range of work.

There are two important /imitations of procedures. First, by prescribing one standard way of performing
a task, they limit the scope for innovation or improvement of work performance. Second, by cutting
across department lines and extending into various other departments they sometimes result into so much
duplication, overlapping and conflict that the actual work does not get done properly and resources are
wasted. Generally, different forms and records are called for, though they use the same subject matter,
Thus, in the aforesaid example, the procedure for purchasing raw material almost certainly encompasses
the store department, the purchase department, the inspection department and the accounts department.

The above limitations can, however, be overcome by constructive auditing, i.e. the management
reviews and appraises the procedures periodically with an intention to eliminate unnecessary steps
and overlapping and simplifies work. Since procedures are plans, they must be designed to reflect and
help accomplish company (not just departmental) objectives and policies, For example, a procedure
to handle orders for spare parts or repair defective parts, should expedite a job so as to meet customer
service standards without undue delay. s

Methods A method is a prescribed way in which one step of a procedure is to be performed. The
specified technique to be used in screening the applications or conducting a written test is a method,
Whereas the sequence of steps involved in the recruitment of personnel constitutes a procedure. The
 method that is selected for discharging a particular step under the existing conditions may become
outdated in due course of time because of the discovery of better and more economical methods. The
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need for better and more economical methods of operation is great because of the pressure of Compey;
tion in the markets for the products of the concern. )

Methods help in increasing the effectiveness and usefulness of the procedure. By improving the Meth,
ods, reduced fatigue, better productivity and lower costs can be achieved. Methods can be improye in
a number of ways. Manual methods of performing a task can be replaced by mechanical means, or the
existing mechanised process may be improved, or work simplified and unproductive efforts removeg

by conducting “motion study”.

Rules Rules are detailed and recorded instructions that a specific action must or must not be per.
formed in a given situation. In requiring, to buy from a certain company regardless of price or service
in sanctioning overtime to workmen, in regulating travelling allowances, in sanctioning entertainmen;
bills and in other similar matters, a uniform way of handling them or dealing with the case has tg p,
followed. These are all covered by the rules of the enterprise, the objective of which is to avoid repeateq
reference to higher levels for authorisation of routine matters which occur frequently. Like procedures
rules also bring in predictability. They make sure that a job is done in the same manner every time:
bringing uniformity in efforts and results. In addition, they allow simple screening of violations ang
legitimize punishment when violated. But their literal interpretation may sometimes lead to ritualism
centre officiousness.

A rule is different from a policy, procedure or method. It is not a policy because it does not give a
guide to thinking and does not leave any discretion to the party involved. It is not a procedure because
there is no time sequence to a particular action. It is not a method because it is not concerned with any
one particular step of a procedure.

What to cover in how much detail? Unfortunately, no standing plan can be made perfect in its
coverage and details. Too many details limit the operating people’s creativity and satisfaction through
self-expression. Similarly, too few details do not meet their security and guidance needs and fail to

coordinate those whose work interlocks.

Single-use Plans
These plans, as their name suggests, are developed to achieve a specific end; when that end is achieved,
the plan is dissolved. The major types of these plans are programmes and budgets.

Programmes Programmes are precise plans which need to be made to discharge a non-routine and
non-repetitive task. Thus, an enterprise may have a programme of opening five branches in different
parts of the country or of deputing its employees for training or of acquiring a new line of business
or installing new machines in the factory or of introducing a new product in the market. The essential
ingredients of every programme are fime phasing and budgeting. This means that specific dates should
be laid down for the completion of each successive stage of a programme. In addition, a provision
should be made in the budget for financing the programme. In the absence of these ingredients it may
be a prospect or a hope but it is not a programme. Thus, a programme for the opening of five branches

must earmark money and specific time periods for .

- 1. Securing the necessary accommodation
2. Recruiting personnel to manage the branches
3. Arranging the supply of goods that are to be sold through the branches
Often a single step in a programme is set up as a project. Thus, if in the above example, a company
is short of qualified personnel, then it may set up a project for hiring and training new employees. The
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o ing to the Insti
According to the Institute of Costs and Works Acco - .
pudg tz'mtitali\'c statement prepared prior to a definite pcri(l::; t:? l: LO”"? n},]a bu;lgcl " bz::ﬁnancui:
P antise. . 2 ime, of the policy to ursue
{ period, for the purpose of obtaining a given objective.” It is clear fro; lhi_)q, dcﬁnilri)on that

.o tha :
during = T s for a future period of time containg
% Ntaining statements of expected results in numerical

dgets & g -uni
buts"™ . rupees, man hours, product-units, and so forth. The important budgets are sales budget,

15‘ 1. " R
o sction pudgcl. ca(:;: E)urdfc::igﬂ r:}“’“”‘ and expense budget. The sales budget shows the expected
plcs of finished oo period, the production budget reflects the anticipated production over a

iod. A cash budget projects t!“? expected flow of cash for a period in advance, and the revenue and

P".nlnsc pudget shows the anticipated revenue and expenses for a period. ,

e'\p;udgcis are very useful -fi:r an enterprise. Being expressed in numerical terms, they facilitate com-
arison of actual results with the planneu.:l ones and thus, serve as a control device and yardstick for
cpsuring performance. They also help in identifying and removing dead heads of expenditure. For

example. in zero-based budget the sums appropriated to various heads of expenditure in previous years

ore set 10 Zer0 and the manager is required to justify each expenditure afresh from scratch.

e of @ pmjcd_li_c? in_ idcntifying a relativel
fhic-f‘ dng array of activities involved in a program
bc“"l " actions should take place. Sometimes, sch

: SCT]:: iming of other actions may be held in abeya

gusiness Plan

It is an important document pre}:!are.d by an entrepreneur as a start-up strategy to prove to private inves-
{ors, customers, stllpphers and d]Strl!JUIOIS that he is in a position to articulate and manage the diverse
aspects of his business. A good bl{smess plan must have the following characteristics:

1. It must provide readers full information on all topics they may be interested in.

7. It must have an objective tone i.e., not written like a glowing advertising copy.

3. It must not be overcritical of past failures or mistakes, if any.

4. 1t should not be full of technical details; these may be put in the appendix.

STEPS IN PLANNING

The steps generally involved in planning are as follows.

1. Establishing Verifiable Goals or Set of Goals to be Achieved

The first step in planning is to determine the enterprise objectives. These are most often set by upper
level or top managers, usually after a number of possible objectives have been carefully considered.

There are miany types of objectives managers may select: a desired sales volume or growth rate, the

development of a new product or service, or even a more abstract goal such as becoming more active
in the community. The type of goal selected will depend on a number of factors: the basic mission of
the organisation, the values its managers hold, and the actual and potential abilities of the organisation.

2 Establishing Planning Premises

Plaﬂs.are made to operate in the future. Hence, the second step in planning is to establish planning
Premises, i.e.. certain assumptions about the future on the basis of which the plan will be ultimately

——
— ey
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formulated. Planning premises are vital to the success of planning as they supply pertinent facts and
information relating to the future such as population trends, the general economic conditions, productigy,
costs and prices, probable competitive behaviour, capital and material availability, governmental contro|
and so on. Since managers at different levels generally differ in their views about these premises, iy
is imperative for the chief exceutive to arrive at a common set of premises that all can accept. If any,
one part of the organisation utilises a different st of premises, the result will be lack of coordinatign

[t is not realistic to establish planning premises about every detail of the future environment of 3
plan. Therefore, they are usually limited to those which are critical or strategic to a plan, that is thge

which most influence its operation, These can be variously classified as under:

(a) Internal and external premises
(b) Tangible and intangible premises
(¢) Controllable and non-controllable premises

Internal and external premises Premises may exist within and outside the company. Importans
intenal premises include sales forecasts, policies and programmes of the organisation, capital invest.
ment in plant and equipment, competence of management, skill of the labour force, other resources and
abilities of the organisation in the form of machines, money and methods, and beliefs, behaviour ang
values of the owners and employees of the organisation. External premises may be classified in thres
groups: business environment, factors which influence the demand for the products of the enterprise
and the factors which affect the resources available to the enterprise. These external premises may

include the following:
(1) General business and economic environment
(i1) Technological changes

(1)) Government policies and regulations

(iv) Population growth

(v) Political stability

(vi) Sociological factors

(vi)) Demand for industry’s product

_Tangible and intangible premises Some of the planning premises may be tangible while soms
others may be intangible. Tangible premises are those which can be quantitatively measured while

19: O

intangible premises are those which being qualitative in character cannot be so measured. Population
growth, industry demand, capital and resources invested in the organisation are all tangible premises
whose quantitative measurement is possible. On the other hand, political stability, sociological fac-
tors, business and economic environment, attitudes, philosophies and behaviour of the owners of the
organisation are all intangible premises whose quantitative measurement is not possible. '

Controllable and non-controllable premises While some of the planning premises may be
controllable, some others are non-controllable. Because of the presence of uncontrollable factors. there is
need for the organisation to revise the plans periodically in accordance with current developments. Some
of the examples of uncontrollable factors are strikes, wars, natural calamities, emergency. legislation,
etc. Controllable factors are those which can be controlled and normally cannot upset well-thought -
out calculations of the organisation regarding the plan. Some of the examples of controllzble factors
are: the company’s advertising policy, competence of management members, skill of the lahour force,
availability of resources in tenns of capital and labour, attitude and behaviour of the owners of &2

organisation, elc.
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planning prem present a clear recognition tha managing i
tion. Anaging 1s not a closed-system approach to
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3 peciding the Planning Period

" er-level managers have selected the basi 2
g:ﬁ; ::,pdccidc the period of the plan, Bu.qincsgil: :::f Clg:::di(::{;:r;: ::E.Nﬂ]nnin_g premises, the next
instances plans are madg fpr a year only while in otherg they span dccatllrp «'llnnlng o o
ipere is always some logic in selecting a particular time range for plannin °z n each case, however,
their period on @ future that can reasonably be anticipated. Other factors fh -g',“l’ﬂmcs gcncra[ly_ base
iod are as follows:'(n) ]cnd time in development and commereialisati ILr oo e Chmc‘.: o
red to recover capital investments or the pay-back period: and {c|) Ic:gl;: o?‘ggzr?;?::;?q‘;)réﬂ;

— — g —

requi
madc.

Lead time 1D development a.nd commercialisation of a new product For example, a
heavy cpgmecrmg company planning lo start a new project should have a planning period of, say. t';vc
ears with one or tWo years for conception, engincering and development and as many more years for

pmduction and sales. On the contrary, a small manufacturer of spare parts who can commercialise his
dea in a year Or SO need make annual plans only.

Time required to recover capital investments or the pay-back period These are the num-
ber of years over which the investment outlay will be recovered or paid back from the cash inflow if
he estimates turn out to be correct. If a machine costs ¥10 lakh and generates cash inflow of 22 lakh
a year, ithasa pay-back period of five years. Therefore, the plan should also be for at least five years.

Length of commitments already made The plan period should, as far as possible, be long
enough to enable the fulfilment of commitments already made. For example, if a company has agreed
to supply goods to the buyers for five years or has agreed to work out mines for ten years it need also
plan for the same period to fulfil its commitments. However, if the length of commitment can somehow
be reduced, the plan period can also be reduced. Thus, if the company can grant sub-lease of its mines
to other parties, then it can reduce its plan period also.

4, Finding Alternative Courses of Action

The fourth step in planning is to search for and examine alternative courses of action. For instance,
technical know-how may be secured by engaging a foreign technician or by training staff abroad. Simi-
larly, products may be sold directly to the consumer by the company’s salesmen or through exclusive
agencies. There is seldom a plan for which reasonable alternatives do not exist, and quite often an

alternative that is not obvious proves to be the best.

5. Evaluating and Selecting a Course of Action

to evaluate them in the light of the premises and goals
This is done with the help of quantitative techniques
ping two alternatives open.

Having sought alternative courses, the fifth step is

and to select the best course or courses of action.
and operations research. Note that substantial costs are involved in kee

6. Developing Derivative Plans

Once the plan for the organisation has been formulated, middle and lower-level managers must draw up
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the appropriate plans for their sub-units. These are the plans which are derived from the basic plan apg
not pr.cparcd independently. Thus, where an airline decides to acquire a fleet of new planes, a numbe,
of derivative plans dealing with the hiring and training of various types of personnel, the purchase of
spare parts, the development of maintenance facilities, scheduling, advertising, financing and insurance
need to be drawn up. In developing these derivative plans, lower-level managers take steps simila;
to those taken by upper-level managers—selecting realistic goals, assessing their sub-units’ particyla;
strengths and weaknesses and analysing those parts of the environment that can affect them.

7. Establishing and Deploying Action Plans

Actions represent the “lowest level of execution”. Managers possessing little understanding of how
the organisation operates may not know how to turn the derivative plans into action. The action plan
identifies particular activities necessary for this purpose and specifies the who, what, when, where and
how of each action item. A draft version of the action plan should be communicated to inform those

directly affected and gain their cooperation.

8. Measuring and Controlling the Progress

Obviously, it is foolish to let a plan run its course without monitoring its progress. Hence the process
of controlling is a critical part of any plan. Managers need to check the progress of their plans so
that they can (a) take whatever remedial action is necessary to make the plan work, or (b) change the

original plan if it is unrealistic.

DIFFERENCE BETWEEN STRATEGIC PLANNING AND

TACTICAL:PLANNING

Strategic planning is a top management activity though it is not unusual for many others, such as
customers and suppliers, also to provide critical inputs. In some large organisations, strategic planning
occurs formally each year with updates and tracking conducted monthly during management reviews.
Ongoing updates throughout the year allow the organisation to correct direction or to proactively respond
to risks and opportunities. Information needed for updating is gathered from several sources such as
customer surveys, industry and professional associations, competitor actions, and so on.

It is useful to remember here the following important points of difference between strategic planning
and tactical planning to know why the former needs a different formulation process.

Strategic Planning : Tactical Planning
1. It deals with the long-term concept of the organisation, which | 1. It deals with the short-term allocation of resources for imple-
is based on its vision, mission and objectives. menting the strategy.

2. Its emphasis is on doing the right things, i.e., effectiveness. | 2, Its emphasis is on doing things rightly, i.e., efficiency.

3. It is done by top-level corporate managers (including the | 3. Itis done by lower level managers.

planning staff).
4. Its success depends on the judgement, experience, intuition | 4. lis success depends on staff work and mathematical models.
and well-guided discussions of the top management team.
5. It ismore prone to unanticipated factors that may eruptio | 5. thas greater element of certainty.

change the situation.
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cteps of Strategic Planning Procesg

; s the eight steps of alew; .
Followin® a;:::l;y yct‘:‘lr andibcginlshtch:t;::igi? Planning procegs of  large organisation that engages in
this PTO(,:E;?:r here that small organisulionsctji:;’lnllilr:lhf :]CSS(Jns Jeamed from previous years. It is useful

¢ i " ed re: :
!or:nﬂa"y think through some of these Steps and redyce u:(cjnl:rﬁf;nﬂ(l e i ey 1y
mn . .

Evaluate and improve lasy years strategio / P

fti’;:s learncd during last year, 8% plan process by building into it the deployment
¢S

2 Reaffirm the organisation s vision, miss;
te,

oy sston, values any objectives, which form
for the strategic P i

the foundation

step 5 Conduct SWOT analysis based y

ney to be built-up,
“umbrella strategy”,

| and information for planning, tracking, analysis and improvement at each level.

{ Step 8  Provide for updates and tracking to be conducted throughout the year.

1 Amanager’s plans are directed
| which are discussed below.

at achieving goals. But a planning effort encounters some limitations,

I Planning is an expensive and time-consumin
energy and also risk, without any assurance
view of this, many organisations,
formal planning programme.

g process. It involves significant amounts of money,
of the fulfilment of the organisation’s objectives. In
particularly the smaller ones, are usually unable to afford a
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2 : .
- :::;;:I::]g s-Or‘n.ctt.n:lcs restricts the organisation !o.lhc most mlinm_ll rlmd risk.-frlcc opportunities, |y
; ¢ initiative of the manager and forces him to operate within the limits set by it. Som
times planning may cause delay in decision-making. In an emergency when there is need for ;hc‘
manager to take a quick decision, he may be bogged down by rules and procedures. :
3. Thc scope of planning is said to be limited in the case of organisations with rapidly changin
§ttuallons. It is claimed that for industries producing fashionable articles or for industries cngageg
in the publication of textbooks, working on a day-to-day basis is more economical than o
planned basis. A
Establishment of advance plans tends to make administration inflexible. When unforeseen changes
in the environment, such as a business recession, change in government policy, crop failure, etc
take place, the original plan loses its value and there is need to draw up a fresh plan. But !hcr;

is a tendency to make the original plan work.
There is the difficulty of formulating accurate premises. Since these premises are the background

against which a set of plans is made, they necessarily deal with the future. Since the future cannot

be known with accuracy, premising must be subject to a margin of error.
Planning may sometimes face people’s resistance to it. In old, established organisations, managers

are ofien frustrated in instituting a new plan simply by the unwillingness or inability of people

to accept it.
Whatever be its limitations, planning is essential for every business enterprise. Unplanned business

operations produce chaos and disorder. Moreover, it is always possible to overcome some of the limita-
vising it periodically, the

tions of planning. For instance, the rigidity of a plan can be overcome by re
expensiveness of a plan can be overcome by avoiding elaborate processes and errors in premising can
be overcome by entrusting the work of planning to knowledgeable and competent staff.

:' MAKING PLANNING EFFECTIVE

Some guidelines for making planning effective are given below.

T
' Extent of Detail The detailed planning limits manager’s satisfaction through self-expression and
growth, Similarly, too broad planning does not give him sufficient guidance and fails to meet his need

|
for security and dependence.
consisting of many major and derivative plans.

Coordination The planning process is complex,

; Even so simple a plan as that to select a new piece of factory machinery may require many subsidiary

| or derivative plans, such as plans for its purchase, shipment, payment, receipt, unpacking, inspection,
s fit together, not only in terms of

use, maintenance, etc. I is important that all these derivative plan.
content and action but also in terms of timing. Similarly, short and long-range planning should fit

together. Lack of coordination encourages friction in work relationships.
Communication Best planning occurs when every manager in the organisation has access to complete
information, not only pertaining to his own area of planning but also to others’ area. This is necessary
to make him understand how his departmental goals and policies tie in with those of the enterprise as

. a whole. He should know what are the premises upon which he is expected to plan. The interchange

' of plans thus becomes an important task that should be recognised in the structure of plans.
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() Ability to think ahead .

) Ability 1o define company ob:]ectives

i) Ability 10 forecast future environmental trends

iv) Ability 10 frame correct strategies

(v) Ability to monitor the implementation of strategies

(vi) Ability to provide an appropriately timed, intermeshed network of derivative and supporting

programmes.

sTRATEGIC PLANNING IN THE INDIAN INDUSTRY

Nowadays, corporate planning is receiving great importance by Indian companies. Many large compa-
nies have established separate corporate planning divisions and have formalised the planning process.
Many companies have now come to realise on the basis of their SWOT (Strengths and Weaknesses.
Opportunities and Threats) analysis that they should concentrate on their core competence and should
not spread themselves too thin by getting into more businesses than they can handle. Notable among
these organisations are the Videocon Group, the Thapars, Whirlpool India Ltd., Mafatlals, Hindustan
Lever and Larsen and Toubro. Several banks in India from across regions (north-south. east-west) are
wanting to merge in a bid to create a larger market for themselves. Joint ventures are also becoming
the order of the day. Some notable joint ventures of recent years are Shriram-Honda, Ford-Mahindra,
Telco-Benz, Pal-Peugot, Hindustan Motors-Mitsubishi and Government of India—Suzuki.

On the other hand, there are also cases of diversification and demergers. Examples of diversified
firms in India include Reliance Industries (Petrochemicals, Textiles, Power Telecommunications),
Nagarjun Group (Power, Fertilisers, Finance), Tata (Paper, Tea, Automobiles, Steel, Telecommunica-
tions, Software, Consultancy) and Aditya Birla Group (Cement, Textiles, Rayon, Palm oil). Examples of
demergers include demerger of Ciba specialties from Hindustan Ciba-Geigy Ltd., demerger of Sandoz
India Ltd., from the old Sandoz and demerger of Aptech from Apple Industries Ltd.

? See Chapter 13 for details.
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» Summary

¥ Planning has a primacy over the management functions and is a pervasive element in organisations,
By planning, managers minimise uncertainty and help focus the sight of their organisation on its goqls,
s There are two important forms of planning: strategic and tactical. Strategic planning involves deciq.
ing the major goals of the organisation. It is always done at the top management level. Tacticq)
planning is concerned with the implementation of strategic plans. It is done at the middle and lowe,
management levels.
* Besides objectives, which are the end goals of the organisation, there are two broad categories of
plans: single-use plans and standing plans. Single-use plans are developed for a specific activity the
is usually not repeated. They include programmes and budgets. Conversely, standing plans are used
for repetitive activities. They include policies, procedures, methods and rules.
There are eight steps in the process of planning: (a) establishing verifiable goals; (b) establishing
planning premises; (c) deciding the planning period; (d] searching alternative courses of action;
le) evaluating and selecting a course of action; (f) developing derivative plans; (g) establishing and
deploying action plans; and (h) measuring and controlling the progress.
The major limitations of planning are: (a) it is time-consuming and expensive; (b) it stifles the initig-
five of the manager; [c) its flexibility cannot be maintained in rapidly changing situations; (d) it is
sometimes based on inaccurate premises; and [e) it sometimes faces people’s resistance.

» Key Terms

Procedure It is a chronological description
of the steps to be followed in attaining an

objective.

Strategic Planning It is long-range planning,
used to define and achieve organisational goals.

Tactical Planning It is a shortrange planning

providing details about how the strategic plans Derivative Plans These are plans drawn up by
will be accomplished. lower level managers for their respective areas
Strategy It is the pattern of an organisation’s on the basis of plans formulated above.

response fo its environment over time. Action Plans These plans identify the

activities that are necessary to turn the

Standing Plans These are plans which commit _

managers fo follow a standard approach in derivative plans into action. They thus link the

sifuations which occur repeatedly. planners (who focus on “doing the right thing”
with the doers (whose focus is on “doing

'Appeo!ed Policy This is a policy whic_h comes things right”).
into existence when a manager asks his superior
about the way to handle an exceptional case.

e Review Questions

1. What is planning? What are the steps involved in it?
2. What is the nature and purpose of strategic planning? Briefly explain its steps.
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ing is the essence lnl management, it iy g Mmanagement function”, Elucids ‘
is planning? Explain its charcterigtics, ' IV » I, !
¢ mission, vision “f“l values, What is (he purpose of each?

planning premises? Explain the classifications
¢ advantages and limitations of planning,

Planning

..r]nnl
what

§ pefin

] “’h:l[ are

: v ol planning premises.

Explain th What should be done to overcome its limita-
1in|1."‘-’»’
pefine ©
\'L‘I’iﬁ;lhlc? U o) . T

Define objectives. Explain the criteria of sound objectives, C

.“',‘,. ".. S“ N M ".'-I. " \ .
bjectives. Discuss the characteristics of business objectives, Why should objectives be

e

an an objective be a planning prem-

1. af)
15C: T
What do you understand by the term policy

"? Explain the differe icies i
licies are formulated, p iffcrent types of policies and describe

how p . » “ " ‘ .
I [)istingmsh between the terms “strategy” and ‘policy™. List some of the issues on which a policy
™ laid down in the arca of finance. How can policies be made effective?
12. What is the difference between a policy and a procedure? Should a policy be permanent or subject
to changes? )
;3 «planning is essentially forward looking”, Explain,

14, Explain "piscoing prc_mlscs"_ List the planning premises you would have as a manufacturer of
any one of the following: cement, sugar, liquor,

15. Why are slral.egics' important? Can an organisation be successful without effective strategies?
How do policies differ from strategies?
16. Indicate whether the following statements are TRUE (T) or FALSE (F):
(a) Budgets are standing plans,
(b) Policy is a single-use plan.
(c) Tactical planning is long-term and uncertain,
(d) Principle of navigational change implies that a plan must be flexible.
(e) Potential conflict between the objectives of two units of an enterprise results in sub-
optimisation of their goals.
(f) The period of a plan is generally decided after taking into account the time required to
recover the investment outlay.
(g) Strategic planning is done at lower levels of management.
(h) “Outside-in” mode of strategy formulation is reactive and timid.
[(@FE®FECFEM@T(@)T®T, (g F (h)T]
17. “The essence of a strategy is in being different from rivals.” Explain.
18. Explain the strategic planning process.
19. (a) Is it possible that a method would involve just one department and just one person in that
department?
(b) Which do you think is more likely? '
(i) A change in a particular method will dictate a change in overall procedure.
(ii) A change in overall procedure will affect the need for a particular method.

[(2) Yes, (b) (ii)]
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Q')ro yjects

I Collect mission statements of some local firms and discuss the following:
* Do they vary much from firm to firm or make the same empty promises?
e Are they specific or lack specificity?
* Do they inspire employees as well as signal what is important to the firm and 10 the,
outside the firm? »
o Arc they translated into strategy?
2. “Are mission statements critical to every business organisation or they rarely provide Usefy|
value?" Take a position in a classroom discussion.
3. Research the strategic planning practices of some companies. Discuss the different aPPIOache,
that these companies use and why they seem appropriate for their organisations,

B (oyeY

1. Favtry Proceoure

Godha Engineering Works specialises in the installation of heating and air conditioning equipmen
in a metropolitan area of about one million people. Although the company usually instals nationally
known equipment, it engages in limited manufacturing of certain components needed for commerciq|
installations. Since it was established some forty years ago, the company has earned a reputation
for quality work.

Prabhu Lal has been with the company as sales representative for two years. During this period
he believes that the company has missed a number of opportunities to obtain lucrative confrats
because of the conditions under which he is forced fo operate. Particularly in the case of commercial
installations, he does not have the authority to make any decision or commitments during preliminary
contract negotiations. He has to postpone discussion of price, completion time and credit terms unfi
after each of the technical experts in these areas has studied the job and made formal commitments.
By this fime, some competing firm already completes negotiations and gets the contract. Prabhu Lal
considers this a continuing problem, and feels hampered.

Discussion Questions
(a) In what respects do you think Prabhu Lal is justified or not jusfified in his complaint?
(b) What can be done on a company-wide basis to improve the situation?

2. Goat SerTING

Bharat Engineering Works Limited is a major manufacturer of industrial machineries besides other
engineering products. It has enjoyed considerable market preference for its machineries because
of limited competition in the field. Usually there have been more orders than what the company
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s ypply. However, the scenario changed quickl
¢

die ﬁelf’ wi‘lh forocijgn' 'Uchﬂ:ﬂoﬂiclﬂ' COI.InboruHon. For the first time, the company faced problem
eling l*; Ti?\dU;:mV:r usual profit margin, Sensing the likely problem, the chief executive
appoinfed Mr Ar hod siml o 99."‘”0' manager to direct the operations of industrial machinery

Mr Kumar had similar assignment abroad before coming back to India

diViSion' h d d.SCU ' N h h -
Mr Kumar had a discussion wilh the chief executive about the nature of the problem being faced
The chief executive advised him to consult vari-

the company o that he could fix up his priorily,
ous heads of department to have first hand information. However, he emphasised that the company

locked an integroif-‘(.i planning system while members of the Board of Directors insisted on introducing
this in ceveral meetings both formally and informally,

After joining 0s Ge:iercl. MU"C"QGT: Mr Kumar got briefings from the heads of all departments.
He asked ol hfeads to i enhf)_r major problems and issues concerning them. The marketing manager
dicated that in order to achieve higher sales, he needed more sales support. Sales people had no

central organisation fo provide sales support nor was there a generous budget for demonstration
eams which could be sent to customers to win business.

The production manager complained about the old machines and equipments used in manufac-
twring. Therefore, cost of production was high but without corresponding quality. While competitors
had better equipments and machinery, Bharat Engineering had neither replaced its age-old plant
nor reconditioned it. Therefore to reduce the cost, it was essential to automate production lines by
installing new equipment.

Director of research and development did not have specific problem and, therefore, did not
indicate for any change. However, a principal scientist in R&D indicated on one day that the direc-
tor of R&D, though very nice in his approach, did not emphasise on shortferm research projects,

which could easily increase production efficiency by at least 20 per cent within o very short period
without any major capital outlay.

y because of the entry of two new compelitors

|
in mark

Discussion Questions

[o) Discuss the nature and characteristics of the problems in this case.
[b] What steps should be taken by Mr Kumar to overcome these problems?
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. .. LEARNING OBJECTIVES

This chapter will enable the reader to:
o Examine the meaning, characteristics and typology of organisations

Learn the principles and process of organising .
Understand the meaning and significance of the span of management and the factors governing it
Describe the advantages and disadvantages of different bases of departmentalisation

Analyse the advantages and disadvantages of two broad categories of organisation structures, viz.,
mechanistic and organic

Present the newly emerging organisation concepts and the international organisation structures

WHAT IS AN "ORGANISATION"?

There is no standard definition of the word “organisation”. Different writers have defined the word
differently. According to Amitai Etzioni' an organisation is a social unit or human grouping deliberately
structured for the purpose of attaining specific goals. Sehein’ defines an organisation as the rational
coordination of the activities of a number of people for the achievement of some common explicit
purpose or goal, through division of labour and function, and through a hierarchy of authority and

! Amitai Etzioni, Modern Organisations, (N.D.: Prentice-Hall of India, 1965), pp. 3-4.
2 Edgar Schein, Organisation Psychology, (N.D.: Prentice-Hall of India, 1969).
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Organisation

bility. Allen® defines the te
n‘SpOnSlb' ! paella 1¢ term as the proce ' i y ' ' o
formed, defining and dele process of identifying and grouping of the work t© be

il K"“".L" responsibility and authority and establishing relationships for
(he purpose of enabling people to work most effectively together in accomplishing their objectives.
According to Pfifiner and Sherwood”, an organisation s the pattern of ways in which large numbers of
cople. 100 many to have intimate face to face contact with all others, and engaged in a complexity of
asks, relate themselves to each other in the conscious, systematic cs;ubﬁshmcnr and accomplishment
of mutually agreed purposes. _ ' - |
" In terms of ;1i.l the .'lhﬂ\'l.t definitions! corporations, armies, schools, hospitals, churches, prisons, €tc.
ql are organisations. But .tnl?cs. cthnic and friendship groups and fan;i'liesvarc nf;l organisa;iong bec‘ause
they do not involve any significant amount of conscious planning, coordination or deliberate structuring.)

ﬁharacteristics of an Organisation

An attempt 10 synthesize some important definitions indicates that every organisation has:

a purpose, goal or goals W_hiCh - already indicated in a previous chapter are the task of planning,
a clear concept of the. major duties or activities required to achieve the purpose,

classification of activities into jobs, and

establiShmEI:lt_Of relationships between these jobs in order to ensure coordination. This is achieved
through division of labour and delegation of authority.

a2 19—

A group of ‘orgamsatlons sharing a common profile of characteristics is called an organisational
configuration. |

Typology of Organisations

To the untrained eye, all organisations appear alike. But this is not so. Every organisation has certain
unique combination of the above characteristics which distinguish it from all other organisations. This
makes classification of organisations into specific types difficult. Yet, in order to enable generalisations
10 be made on the basis of certain characteristic features of organisations within a particular grouping,
t is necessary to group similar types of organisations together. Blau and Scott® group organisations
into four categories using the criterion of cui bono—who benefits:

I. Organisations which benefit their owners. All business and industrial organisations fall in this
category. Achievement is their dominant motive.

2. Organisations which benefit their members. A wide class of unions, cooperatives and clubs come
under this category. Affiliation is their dominant motive.

3. Organisations which benefit their clients. Examples are insurance companies, private schools, etc.
Extension is their dominant motive.

4. Organisations which benefit the whole society (commonweal organisations) such as governmental
departments, the armed services and the police. Control is their dominant motive. Different motives
account for different types of organisational culture. Read Chapter 21.

3 Allen, Management and Organisation, (N.Y.: McGraw Hill, 1958).
4 Pfiffner and Sherwood, Administrative Organisation, (N.D.: Prentice-Hall of India, 1968).
S M. Blau and W, Richard Scott, Formal Organisation, Chandler Pshg. Co., San Francisco, 1962.
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PROCESS OF ORGANISING

Organising mehns designing the organisation structure. In performing the organising function, the
manager differentiates and integrates the activities of his organisation. By differentiation is meant
the process of departmentalisation or segmentation of activitics on the basis of some homogeneity.
Integration is the process of achieving unity of eflort among the various departments (segments or
subsystems). We can describe this differentiation and integration in terms of a seven-step procedure,

~Consideration of Objectives

The first step in organising is to know the objectives of the enterprise. Objectives determine the various

activities which need to be performed and the type of organisation which needs to be built for this
purpose. Thus, the organisation of an enterprise that intends to diversify its products or to expand into
other regions of the country can never be the same as that of the enterprise that intends to confine its
operations to a single territory or to manufacture a single product. Management writers, such as Alfred
D. Chandler® refer to this phenomenon as one in which “structure follows strategy”.

Deciding Organisational Boundaries

After the consideration of objectives, the next step is to decide what to do inside and what outside the
boundaries of the organisation. This means making manufacture-versus-buy choices for different goods
and services and choices about strategic alliances with other firms. Also choices have to be made about
the extent to which the different parts of the organisation interact directly with the outside environment.
Should customers be allowed to interact directly with workers in the manufacturing plant or should
they only interact with the sales force? Overall, these choices define the boundaries of the organisation

and how it interacts with its environment.

‘Grouping of Activities into Departments

The next step is to group all closely related and similar activities into departments and sections. For
example activities of a manufacturing concern may be grouped into such departments as production,
marketing, financing and personnel.

It should be remembered that sometimes even diverse activities may be deemed closely related and
grouped in one department. Thus, one may find intraplant transportation, warehousing and the entire
traffic management function being placed with the major production department because it makes most
use of it. Similarly, closely related activities may be deemed diverse and placed in different departments
for development and enforcement of specific policies. For example, in order to ensure that the pressure
for output imposed upon the average foreman may not influence inspection employees controlling the
quality of his output, product inspection may be separated from product manufacturing.

The topic of departmentalisation has been dealt with in a.separate section in this chapter.

€ Alfred D. Chandler, Strategy and Structure: Chapters in the History of the American Industrial Enterprise (Cambridge, Mas.:
MIT Press, 1962), p. 14.
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~Analysing inter-department Relations and Deciding which Departments
will be Key Departments

The next step is an analysis of the contributions which cach department makes downward, upward
{ and sideways to dccifllc its relative status. It is necessary to know key departments, i.c., those which
are rendering key activities, essential for the fulfilment of goals. Such key departments demand key
attention. Other departments exist merely to serve them, Experience suggests that where key departments
are not formally identified, the attention of top management is focused on the minor issues raised by
vocal managers. This is known as the “decibel system” of management. The key departments should
be placed directly under higher management.

Which department needs to be ‘emphasised how much will depend, of course, on the company’s
objectives and the way it seeks to be distinctive. For example, a company which believes that advertising
is a primary key to success will set up a separate advertising department that reports directly to the
president. But another company which considers it much less important may only create a separate
section for it under its sales department. Similarly, product development, which is treated as a key
department in all chemical and pharmaceutical companies, with those in charge reporting directly
to the president, may be treated only as a section of the production department in textile companies.

The final result of this type of analysis should be a structure, which is balanced more in terms of the
importance of activities than in the size of the payroll.

g

g

“Determining Levels at Which Various Types of
Decisions are to be Made

—————

After deciding the relative importance of various departments, the levels at which various major and
minor decisions are to be made must be determined. This will avoid the need for the decisions to go
“Looking for a home™.

Each firm must decide for itself as to how much decentralisation of authority and responsibility it

i ——

] wants to have. Extreme decentralisation may lead to loss of control and effective coordination as a

(,( result of which the firm as a whole may fail to achieve its overall objectives. Extreme centralisation,
on the other hand, may lead to wrong decisions at wrong times and complete breakdown of the morale

d of employees. A detailed discussion of the advantages and disadvantages of decentralisation is given
in Chapter 8.

__Determining the Span of Management

The next step to be taken in designing a structure is to determine the number of subordinates who
should report directly to each executive. The narrower the span, the taller would be the structure with
] several levels of management. This will complicate communication and increase the payroll. For these
reasons, a flat structure is generally desirable. However, the span of management for each executive
position must be tailored in the light of the description of this topic given in a subsequent section.

Setting up a Coordination Mechanism

A direct consequence of departmentalisation is the need to coordinate the independent activities of
the members of the organisations. Effective integration is as important as careful differentiation. As
individuals and departments carry out their specialised activities, the overall goals of the organisation

——
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may become submerged or conflicts among organisation members may develop. For example, productic,,
| managers in a manufacturing company may press for a standardised product line to hold down comy,
when the larger interests of the company may be best served by a d iversified product line. In univcniry'

various schools or departments may begin to compete for limited funds. Coordinating mcchanizrm:
described in Chapter 9, enable the members of the organisation to keep sight of the organisation’s go|
and reduce inefliciency and conflicts.
Managers have considerable discretion in the choices they make regarding the above seven issues
comprising an organisation's formal structure. However, underlining the importance of the system,
approach there are three other structural features of organisations that are equally important by

over which managers have a limited influence. These are usc of power, informal organisation and

organisational politics. We have described these issucs in Chapter 10 and 19 respectively.

PRINCIPLES OF ORGANISING

In the words of E.E.L. Brech’, “if there is to be a systematic approach to the formation of organisation
structure, there ought to be a body of accepted principles.” These principles are as follows:

rprise influence the organisation structure and hence the
learly defined. Then every part of the organisation should

- Principlos of Managomaont

~ Objectives The objectives of the ente
objectives of the enterprise should first be ¢
be geared to the achicvement of these objectives.

Specialisation Effective organisation must promote specialisation. The activities of the enterprise }

should be grouped according to functions and assigned to persons according to their specialisation,
Combinations of widely unrelated functions work satisfactorily only so long as a particular indi-
er individual with identical

vidual holds the post. Disruption occurs when he leaves and there is no oth
abilities.

Span of Control As there is a limit
by one boss, the span of control should b
should he asked to supervise a reasonable number of subordinates only say six.

ple As the executives at the higher levels have limited time,

only exceptionally complex problems should be referred to them and routine matters should be dealt
with by the subordinates at lower levels. This will enable the executives at higher levels to devote

rtant and crucial issues. Thus, the president of a company may see to it that proper
t waste his time in

to the number of persons that can be supervised effectively
¢ as far as possible, the minimum. That means, an executive

Management by Exception Princi

time to more impo
accounting procedures are adopted. Once they are installed, however, he should, no

ascertaining that the debits and credits are posted in the proper ledgers.
We should remember that there is an important difference between this principle and the programmed

and non-programmed decisions described earlier. Whereas this principle does not provide any simple rule
for determining what should be reduced to a routine and delegated and what should not programmed
and non-programmed decisions show us the way how by having policies, procedures and rules decision
taking can be reduced to routines. Therefore, if management by exception slips into being management

by crisis it may become disastrous for the organisation.

7 EF.L. Brech (Ed). The Principles and Practice of Management, (London: Longmans, Green & Co., 1959).

|
|
|
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Hence, the aut
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pinciple  This principle is sometimes known as the “chain of command", The line of

from the chiel executive at the top to the first-line supervisor at the bottom must be clearly
uselulness

1 into tWo

gcalar P

nulll(‘rily _  inle sl _
defined. rhe principle simply states that an organisation is a hierarchy. The importance and

- L ] 1 " . . - " 1 " ¥
ple is evident whenever the line is severed, The splintering of one organisatior

of the princi
Its from a permanent breach of this principle.

or more resy
Unity of Command II-.uch subordinate should have only one superior whose command he has
o obey- Multiple subordination must be avoided, for it causes uneasiness, disorder, indiscipline and

undcnuining of authority.

pelegation Proper authority should be delegated at the lower levels of organisation also. The au-
thority dclcgalcd should be cqual to responsibility, i.c. cach manager should have enough authority to

accomplish the task assigned to him, Inadequate delegation often results into multiplication of stafl

and service activitics.

Responsibility The snfpcri()r should be held responsible for the acts of his subordinates. No sup
should be allowed to avoid responsibility by delegating authority to his subordinates.

crior

Authority The authority is the tool by which a manager is able to accomplish the desired objective.
hority of each manager must be clearly defined. Further, the authority should be equal

to rcsponsibility.
Efficiency The organisation structure should enable the enterprise to function efficiently and ac-
complish its objectives with the lowest possible cost.

simplicity The organisation structure should be as simple as possible and the organisation levels

" chould, as far as possible, be minimum. A large number of levels of organisation means difficulty of

effective communication and coordination. Too many committees and excessive procedures also unduly
complicate the structurc.
Flexibility The organisation should be adaptable to changing circumstances and permit corrections of

 demonstrated deficiencies in the existing structure without dislocation and disruption of the basic design.

Balance There should be a reasonable balance in the size of various departments, between centrali-

_ sation and decentralisation, between the principle of span of control and the short chain of command,

and among all types of factors such as human, technical and financial.

-Unity of Direction There should be one objective and one plan for a group of activities having the

same objective. Unity of direction facilitates unification and coordination of activities at various levels.

“Personal Ability  As people constitute an organisation, there is need for proper selection, placement

and training of staff. Further, the organisation structure must ensure optimum use of human resources
and must make possible the training and testing of tomorrow’s top managers.

Acceptability The structure of the organisation should be acceptable to the people who constitute
it. Two things generally happen if people oppose the structure: it is modified gradually by the people,
or it is used ineffectively.

Disobedience of the above principles may result in the formation of a malorganisation and may
show itself in several ways such as growth in levels of management, overcentralisation, pressure for
coordinators, incessant meetings, and so forth. Drucker calls them “frictional overheads”.
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, _ Principlos of Managomon!

significance of the span of management.

First we will dwell upon the meaning and

Meaning and Importance
ent” is also referre
bility. It indicates the

The term “span of managem d to as span of control, span of supervision, span of
authority or span of responsi number of subordinates who report directly to 3
manager.
Determination of an
of management affects the efli
subordinates. Too wide a span

subordinates are receiving too little Luic
managers arc underutilised and that their subordinates are

between span of management and organisation structure. A narrow span
organisation with many levels of supervision between top manageme

levels. This creates more communication and cost problems. There is also t
On the other hand, a wide span for the same number of employees, means a

“flat” organisation with fewer management levels between top and bottom. This can be understood
with the help of an example. Suppose a sales manager has 16 salesmen reporting directly to him. His
span of management is 16. Let us assume he fecls that he is not able to work closely enough with each
<alesman. He decides, therefore, to reduce his span by adding four assistant salcs managers—each to
supervise four salesmen. His span of management is now 4. But as shown in Fig. 7.1, he has added a
level of management through which communication between him and the salesmen must pass and he

has added the cost of four additional managers.

important for two reasons. First, span

cient utilisation of managers and the effective performance of their
may mean that managers arc overstraining themselves and that their
lance or control. Too narrow a span of management may mean that
overcontrolled. Second, there is a relationship
of management results in a “tall”
nt and the lowest organisational
he problem of finding trained

approprinte span of management is

managerial personnel.

Sales Manager
|

BERFEEET PR
1 Executive
128304 b Bl 7 8 9 10 11 12 13 14 15 16
(Salesmen) |
Sales Manager
[ I 1 | 2 Level
I l I | : ! 5 Executives
1 20 3 el h
(Assistant Sales Managers)
anml "TITT]
(Salesmen)

FiG. 7.1 Decreasing the span of management increases the number of levels
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What is an Appropriate Span?

e coanch puidelines by which we can determine the ideal number
g w8 nage has Tong been & provecupation of management writers, Difl
“@,;csn\! diterent “““\l\‘f‘l‘l subondinates toe effective supervision by the man
management hoory angues for a small span of management. For example, Lyndall
AL aaviimne diould ;\llun\pt‘ to supervise direetly the work of more than five, of & :
duwt whontinates Whase workintertocks, Acconding to Hamilton®, the ideal number of subordinates
WAn e On the other hand, some experts (e, 1 \\'mlhy‘“\ believe that a manager can eflectively
pany as 20 subordinates, Froest Dale' in his study of 100 large companies has found that
her of exacutives reporting to company presidents is 8 and in some cases there are as

of subordinates directly
erent writers have
agers, Traditional
Urwick® suggests
{ the most six

Manage &t
the madian rum
many as N nmln&x
VA, Graicunas™, & management consultant of Paris, has made a significant contribution to the span
of managemnent theory He points out that the limiting factor in the span of management is the number
A supervisad and not merely the number of jobs and people supervised. This means that

of relarRaS Ay . .
i SONHNG & SPAN, MANAFENN should consider not only the direet one-to-one relationships with the _
they supervise but also two other Kinds of relationships, namely, direct group relationships, i

ke
PR g x . oy :
and cross-relationships, Thus, it A has two subondinates B and C, the following would be the varous

Linds of relationship invalved. :
|
1. Direct ona-one relationships  These are relationships which relate the supenor directly and |
individually with his immediate subordinates. Thus, A with two subordinates B and C will have two r
direct on-to-one relationships, viz. A to Band A to C |
3 Direct group relafionships Direct group relationships exist between the superior and each possible
combination of subondinates, In the above example, A may talk to B with € in attendance or A may
wlk to C with B in attendance, Acconding to Graicunas, these two cases have different psychological
implications, thou gh the individuals are the same in both the cases. Where the number of subordinates is
L
large, the number of direct group relationships can be found out by the following formula: n[—,’— - l],
where n stands for the number of subordinates. *
3. Crass-relasionships  Cross-relationships are created when subordinates consult one another. In the
shove example, the two cross-relationships created are B with C and C with B. The formula for finding
the number of these relationships is #(z - 1),
The formula to ascertain the number of all three kinds of relationships is as under: !

M
Numbxr of relationships = [-"T +n- I]

where # stands for the number of subondinates.

¥ Lyndall F. Urwick, Sciensific Principles amd Orgamisation (NY2 AMA, 1938 p. 8.
" % Sir lan Hamiltoo, The Sosd and Bodh of @n Ar=ny (London: Edwand Amold Publishers Ltd, 1921), p. 229.
™ James C. Worthy, “Men, Management and Organisation™, Procendings. FIfh Personnel Management and Indastrial Relations
Semincr (Los Angeles: University of California, Oct. 30, 1951, Mimeographad).
"' Ernest Dale, op. cit.
1 VA Graicunss, “Relationship in Organisation™, Bulletin of the Intermational Management Instinste, in Gulick and L. Urwick
(Eds\, Papers o the Sciemce of Adwminisrarion, (N.Y:: Institute of Public Administration, 1937), pp. 181-187.
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With the belp of this formula, one can easily see how the mumber of relationships increg,,
dramatically as the number of subordinates rises. With four subordinates, the ot z! relationshipa g, b 4
to 44, with five subordinates to 100, with six subordinates 10 222, with 10 subordinates 0 5210, W,
12 subordinates to 24,708, and with 20 subordinates to more than 3 crore,

Graicunas’ formula, however, is not very useful in practice for two reasons:

! ' jonshi ssible number of Wzl relations;
1. It ignores the frequency and importance of relationships. The possinie ot Hirrishigy
are perhaps not so important for a manager 25 their frequency and t!v:fr demands on his time, I
is unlikely that each of the potential relationships occurs on 2 daily basis or that each rzlznrm;...g,;’
is important for successfully managing 2 group of subordinates. ,
2 Thlc :::ual span of management is determined by 2 number of fzctors which have not been taley
into consideration while framing the formula.

Factors Governing the Span of Management (Contingency Approach)

From the above discussion, it is clear that there is no unznimity zmong writers 2bout w average
span that will be zppropriate for zll managers. Also, the situation is not 2s simple 23 thzi implied by
Graicunas. How can we then determine the appropriate span of mznagement? Modem wiiters sugges
a contingency approzch to this problem. They say that the approprizte spzn rff mznagement must be
determined by the specifics of the manager’s particular situation. These 2re discussed below,

1. Ability of the Manager Some managers whose span of knowledge, time, energy, attention znd
personality are greater than those of others are more czpable than others znd can, therefore handle 3
large number of subordinates. In planning zn orgznisation, the span of mznagement should be based
on a manager of average ability.

2. Ability of the Employees If the employees are competent and possess the necessary skill and
motivation to perform the task assigned, less attention from the manager is required znd a larger span
of management can be used. On the other hand, if the employees are dissatisfied with their jobs or
are incompetent or untrained, close supervision by the manager is needed. This will reduce his span
of management.

3. Type of Work  If employees are doing similar jobs, the span of management can be larger. If their
jobs are quite different, a small span may be necessary. This is analogous to saying that 2 professor
of a class in which every student does identical work can handle more students than one in which in-
structions, assignments and testing are individualised. Similarly, where the work is machine-paced, or
is of such a nature as to require few working contacts with each other, the employees will require less
supervision. For example, a supervisor can direct more employees if they are working on an assembly-
line operation than if they are working in a warehouse or maintenance situation. Woodward" found

13 Joan Woodward, Industrial Organisation (London: Oxford University Press, 1965).

{In custom technology, because each product or service is, for the most part, unique, work can be routinised only to a lim-

_ ited extent. In continuous process technology, such as that employed in oil refining, while work is usually heavily automated,
1 the operator has important monitoring responsibilities toward the machine—it must frequently be adjusted in the light of the
'l readings on the various dials and gauges, and so the work is not very routinised. The operator may frequently need 1o consult
the supervisor. In mass production, assembly-line technology, on the other haad, work is generally extremely routinised, and
' there is extreme division of labour (e.g., one worker does nothing but tum the screws, another does nothing but rivet pipes
.r\ together, etc.). The role of the superior is more that of an overseer of operations than that of expert or 2 guide to subordinates.

'. It is likely, therefore, that in organisations or parts of organisations in which work is heavily routinised, the avera of
! control will be large, other things being equal.] BT
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at the span of cznlr:)l of the first-line supervisor was larger in firms employing mass production and
;‘sso:lﬂbl)"']""c technology than in firms employing custom or continuous process technologies.

4 \\’cll—deﬁnt‘d .—\uihority and Responsibility If the authority and responsibility of cach employe¢
are propﬂl)’ dc_ﬁ“"d and 'f_lhcrc are clear policies and procedures, they need not make frequent calls
on their suPeW{SOFS for gmdancc and instructions. This helps a superior to manage a large number of
subordinates. Similarly, if a company has been in business for many years, the problems which come

up regularly have probably been encountered before, and the work of coordination is therefore less
than if the problems were brand new.

5. GcogfaphiF Location An office manager who has 25 employees, all located in one room may be
able to supervise lhen.1 very well. But a sales manager who has 25 sales people located in 25 different
Jistricts would find direct supervision impossible.

6. Sophisticated Informa_tiop and Control System If the company uses a sophisticated information
and control systcm.arld ob]ef:lwe standards to detect deviations from established plans, the need for close
supervision i obviated. This factor also helps the superior to control a large number of subordinates.

7. Level of Management Span of management also varies with each level in the organisation.
Gerald G. Fisch! has divided the management hierarchy for this purpose into four basic groups—super
managers, general managers, middle managers and supervisors. The maximum span of management
of super managers, whose functions involve only broad policy control rather than direct supervision,
can be 50 subordinates. But in the case of general managers who are more closely involved with their
subordinates than super managers, the span of management has to be comparatively narrow (say 10
10 12 subordinates only). For middle managers, the appropriate span of management depends in part,
on the precise mix of executive and operative supervision that their specific jobs require. Generally
speaking, it can be 50 subordinates. At the supervisory level where the work involved is of routine
nature, the span of management is normally quite wide, say 100 subordinates.

3. Economic Considerations Economic considerations also affect the choice of span. As we have
already described above, smaller spans means a larger number of managers with the added salaries
and other costs they entail. But wide spans also involve extra costs in the inefficiencies that result
from diminished managerial leadership. Hence, an economic balance has to be arrived at between cost
savings that result from the largest possible span and the added costs that an organisation begins to
incur as the span grows too wide.

' DEPARTMENTALISATION OR THE SUPERSTRUCTURE OF

'AN ORGANISATION -

The horizontal differentiation of tasks or activities into discrete segments is called departmentalisation.
As noted earlier, or the superstructure of an organisation is one important step of building an organisatiorf
The aim is to take advantage of the division of labour and specialisation up to a certain limit.

There are several bases for departmentalisation, each of which is suitable for particular corporate
sizes, strategies and purposes. Most bases conveniently fall into one of two categories which March
and Simon refer to as process deparmentalisation and purpose departmentalisation. Following is a
brief description of these bases.

1 Gerald G. Fisch, “Stretching the Span of Management”, Harvard Business Review, Sept—Oct. 1963, pp: 74-84.
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PROCESS DEPARTMENATALISATION

There are two widely used and internally oriented arrangements for dividing work by process g
described below:

Business or Organisational Functions

Departmentalisation is here done on the basis of a thorough and careful activities of function analysjg,
Each major activity or function of the enterprise is grouped into a department. For example, there may
be production, finance and marketing departments in a manufacturing company or underwriting ang
claims departments in an insurance company or design department in a women’s dress industry of
forest management in paper manufacturing industry. Similarly, managerial functions such as planning,
organising and controlling can also be used as base for departmentalisation.

Advantages

. Itis a simple form of grouping activities for small organisations which manufacture only a single or

a limited number of closely related products or render only a limited number of scrvices. Everybody

in this form of organisation understands his own task and feels highly secure both in his work and

in his relationships.

It promotes excellence in performance because of development of expertise in only a narrow

range of skills.

3. It promotes economies of scale. Producing all products in a single plant, for instance, enables
the organisation to acquire the latest and most scale intensive machinery. Constructing only one
facility instead of a separate facility for each product line reduces duplication and waste.

Drawbacks

1. It fragments and obscures the process and evokes conflicting interpretations of each department
unless the start and finish of work of each department is clearly stated. Many times it is not casy
to make a clear break between these works. For example, who is in charge of developing new
products? Every one—R&D, marketing, finance, manufacturing, and so on, is involved but no
one is incharge unless clearly stated.

2. It sometimes combines dissimilar jobs in single departments creating an under-organised enterprise
with too many committees to make decisions.

3. It fosters sub-goal loyalties. Each manager thinks only in terms of his own departmental goals and
does not think in terms of the company as a whole. For example, the manufacturing department
may concentrate on meeting cost standards and delivery dates, and neglect quality control. As a
result the sales or marketing department may be flooded with complaints, This results in inter-

departmental conflicts and disagreements.

4. 1t does not offer a good training ground for the overall development of a manager. The manager
gains expertise in handling problems of his particular department only. Careers are normally
defined on the basis of experience within the function.

5. It is unsuitable for organisations which are large in size or complexity or work under uncertain
environment. Thus, where either geographical dispersal of units is required or emphasis on separate
product lines is called for this design may not work well. The design is also less applicable in

innovative work for the simple reason that here one does not know where and when a particular
skill will be needed, for what time, in what degree or in what volume.

o
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_Technology

entalisation is here done on the basis . ’
; of several discrete stages in the process or technologies
involved in the manufacture of a product, Thus 2 ¢q - sk

e separate departm : oncem engaged in the production of vegetzble oil
may have i - for crushing, refining and finishing. Similarly, 2 cotton textile mall may
‘ﬁg\'c.xpmm departments for ginning, spinning, weaving, dyeing znd printing, and packing znd sales.
In this way, whenever work that would otherwise be done in several different locations in 2n emterprise
is done in one place because of the special equipment used, departmentalisation by ]
Advantages

1. It famhta&es the use of heavy and costly equipment in 2n efficient mznner. There is very little chance
for the equipment remaining idle or under-utilised because there is no duplication of the szme.

2. It follows the principle of specialisation—each department is engzged in doing 2 specizl type of
work. This increases efficiency of people in their particular phase of business.

3. It is suitable for organisations which are engaged in the manufacture of those products which
involve a number of processes.

Drawbacks

1. In technology departmentalisation workers tend to feel less responsible for the whole product.

2. It does not provide good training ground and opportunity for the overall development of manzgerial
talent.

3. When the technology is sequential, a brezkdown in one department slows the work of 2ll other
departments, the dependent departments generally become hostile to other departments, and they
express their resentment either by complaining directly 2bout other departments or by passing on
inferior work to their successive departments.

4. It is difficult to compare the performance of different technology-based departments, except in
some notional way (for example, by calculating the profits of each department on the basis of
transfer pricing). !

5. Scheduling the movement of work from department to department on each other becomes
somewhat complex. Top management needs to devote extra attention 0 maintzining inter-
departmental co-operation and coordination.

PURPOSE DEPARTMENTALISATION

There are the following five externally-oriented ways in which work can be departmentalised by purpose.
Each way tends to feed to easier coordination and is, therefore, more appropriate when the situation is
rapidly changing or unpredictable.
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Products

Under this method, for cach major product, a separale sclf-cunl:}incd dcpzmmcljl is created and is py
under the charge of a manager who may also be made rE:spoq3|blc for pm_ducmg a pr‘oﬁl of a given
magnitude. Within cach department, all the needed mnnulaclu‘rmg, engineering, marketing, manpowe,
and other facilities are assembled. Product departmentalisation 1 the logical pattern to follow when eacp,
product requires raw materials, manufacturing tcchnolog?z. up(l marketing mclhm.ls l].lill are markedly
different from those used by other products in the organisation. Several companics in India, such g
Hindustan Lever (manufacturing detergents, toiletrics. chemicals and agro-based products), Richardsop
Hindustan (manufacturing a range of Vicks products, Clearasil cream and soap), and Johnson anq
Johnson (manufacturing a range of products for children and surgical sutures) have product-baseq

departments.

Advantages

1. This form leads to continuous and undivided attention to the product.

2. This form enables top management to compare the performances of different products and invest
more resources in profitable products and withdraw resources from unprofitable ones.

3. In this form, since the responsibility for each product’s performance is entrusted to a particular
departmental head, he is better motivated for improving his performance.

4. In this form, the department’s work is more clearly evaluated since it does not get lost in the
activities of other departments.

Drawbacks

1. There is duplication of staff and facilities. Extra expenditure is incurred in maintaining a sales
force for each product line. Employment of a large number of managerial personnel is required.
Equipment in each product department may not be used fully.

2. The department may drift away from overall organisational goal.

- Customers

An enterprise may be divided into a number of departments on the basis of the customers that it services.
For example, an electronics firm may have separate departments for military, industrial and consumer
customers. A big automobile servicing enterprise may have separate departments for servicing cars,
heavy vehicles and scooters or an educational institution may have separate departments for day, evening
and correspondence courses to impart education to full-time students, locally employed students and
outstation students, respectively. '
One big advantage of this form is that it ensures full attention to major customer groups which
have a very different set of criteria governing their decisions to purchase. The disadvantages of this

form are that (i) it may result in under-utilisation of resources and facilities in some departments; and
(i) there may be duplication of facilities. o

- Regions, Territory or Location

thn severall progt{ction.or marketing units of an organisation are geographically dispersed in
various locatson‘s, it is lf)glcal to departmentalise those units on a geographical basis. A hotel chain,
| for example, might decide to establish geographical divisions and make one officer responsible for
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Advantages
1, 1 motivates enchreglonnl head 1o nehiove hilgh performancs,

2 1 provides each reglonnl head wn opporunity o idapt (o his focul situstion and customer need
with speed and nechirney,

1 1 afords valuable top-management tralning and experience to middle-level executives,
materduls, labour, market, ete,

5. 1t enables the organisation to compare replonal perlormances and invest more resources in
profitable reglons and withdraw resources from unprofitable ones,

Drawhacks

1. It given rise (o duplication of various activities, Many routine and service functions performed
by all the regional units can be performed centrally by the head office very economically,

2. Varlous reglonal units may become so engrossed in short-run competition among themselves that
they may forget the overall interest of the total organisation,

Division (Free-form Organisation)

It should be remembered here that when large, multi-product companies segment themselves into several
independent profit centres on the basis of product, territory or customer, these units are called divisiony
of free-form organisations, Fach divisional head enjoys a relatively free hand to operate his division
within the framework of general company-wide policies, Since each division is much smaller than the
whole company, the problems created by functionalisation are only reduced to a more manageable
size but they are not completely eliminated because individual divisions themselves have functional
structures, Because a division can be dropped or added with little disruption to the rest of the organisation
it is also called a free-form organisation, Larsen & Toubro, one of the leading engineering companies
in India, has recently become the umbrella organisation with a dozen self-contained divisions such
as infrastructure, metallurgical, heavy equipment, ete. All these divisions have independent support
functions and boards of directors,

" Time

In departmentalisation by time, activities are grouped on the basis of timing of their performance, For
example, as a small machine shop grows in size, its owner has the choice of either adding extra shifts
(thus separating identical sub-groups by time) or renting two more shops (thus separating the two sub-
groups territorially), Generally, departmentalisation by time is found in the production function of the
enterprise.
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Combined Base

The .diﬂ'crcnt bases of departmentalisation we have discussed suggest possibilities for dealing y;
S[)CCIﬁC problems. Nevertheless, we have noted that each type has some advantages as well ag g "h
d}md\fntmtagcs and that no one type is applicable to all the activities of a business at each of several lm,»:]1 )
'l.hcrcfom. it is quite typical to find an organisation following a different base of departmentalisatio, .
different organisational levels, For example, an organisation manufacturing agricultural machinery m, "
follow “product™ as the base (tractor department, appliance department, generator department, ctc.)aat
the primary level (i.e., the level immediately below the chief executive), “territory” as the base at (e
intermediate level and “function” as the base at the ultimate level, This is shown in Fig. 7.2.

President
Y Y v
Tractor Appliance Generator
Department Department Department
¥ ¥ v
Eastern Southern Western
Plant Plant Plant
| ; ! }
- Production Sales Finance

FiG. 7.2 A combined base organisation

Another form of combined base organisation which is becoming very popular nowadays is
matrix organisation. In this form of organisation (also called grid or lattice pattern), two types of
departmentalisation—functional and product—exist simultaneously as shown in Fig. 7.3. (It is also
possible for the functional departmentalisation to combine with customer or territory departmenlisations.)

Functional departments are a permanent fixture of the matrix organisation; they retain authority
for the overall operation of their respective units. Product departments or project teams, on the other
hand, are created as the need for them arises that is, when a specific programme requires a high degree
of technical skill in a concentrated period of time. Members of a project team are borrowed from the

’ functional departments and are placed under the direction of a project manager. The manager for each

' project is responsible and accountable for its success; thus he has authority over the other team members
for the duration of the project. (This temporary authority is shown in Fig. 7.3 by broken lines.) On
the completion of the project, the members of the team, including the project manager revert to their
respective departments until the next assignment to a project. C

‘, Advantages
| 1. Combination of all necessary inputs at one place reduces problems of communication and

coordination.
2. Flexibility in organising resources around the priorities of individual customers creates the ability

to innovate around specific customer needs.
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FI6. 7.3 A typical matrix organisation

3. Stress on optimi§atiop of the total project eliminates chances of suboptimisation of goals. The
success of a project is frequently measured by a company’s ability to complete it on time and
within budget.

4. Assignment of specific jobs to employees makes passing of buck difficult.

5. Change of projects promotes the intellectual growth and development of employees.

6. Team members have a functional home when they are not needed on a project.

Drawbacks

1. It violates the traditional organisational principle of unity of command. The personnel have
two bosses. They report administratively to their functional managers, but technically to their
project managers. At ABB, individual performance assessment is a function of the evaluation of
both bosses and there must be joint agreement from both superiors before an individual can be
promoted.

2. It fosters interpersonal conflict because of the heterogeneity of team members.

3. It lowers members’ loyalty to the project because of the following factors:

o They have no other motivation besides the pay cheque.

o They fear becoming professionally obsolete if they go on repeating the same task over a
period of time without keeping up with technological advances.

e They are often worried about loss of employment when the project ends or getting another
project involving work at a lower level or not returning to the old job with the parent
department. '

o Some highly professional employees who prefer to be associated with their technical peers
do not want to work on multidisciplinary projects.

¢ Many employees have strong autonomy needs and, therefore, are inclined to sneer at formal
authority or restrictive rates.
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rojects that a matrix organisation has to handle, an organic

This form is now used in a variety ol organisations such as R&D labor:}torlgs, cntenalnmfznt
jon companices, management consulting firms, accounting

have both functionally arranged departments (such as

: : ised patie : iversities ha
-y, madicine, and orthopacdics) and laterally organised patient care .tca'ms. Universities have l;lolh
functionally organised scademic departments and specialised inter-disciplinary programmcs (such as

s X i g
MR.A). Organisations that are flattening (€8, through downsizing or rightsizing) depend on projects

to get work done that was once handled by departments,

companies, advertising agencies, construct
frms, hospitals, universities, ete, Hospitals now

Choice of a Suitable Base

We have describad above the various bases on whi
pocessary 1o discuss in detaii some of the factors that ma

ch departmentalisation may be done. It is now
ke one choice more appropriate than others.

These are as follows: .
. Specialisation The base should ensure maximum specialisation of skill and effort. The questions
which should be answered for this purpose are: Which approach permits the maximum use of special
rechnical knowledge? How will the choice affect differentiation among specialists? Will it allow the

necessary differences in viewpoint to develop so that specialised tasks can be performed effectively?

2 Coordination The base should ensure proper coordination and control of the activities of different
departments. Sharp division between the activities performed by one department and those performed
by another and nigid definitions of responsibility prevent adjustments to the many variations that invari-
ably arise in any form of cooperative human activity. The questions which need to be answered for this
purpose are: Which base provides the best hope of obtaining the required control and coordination?
Will a particular base increase the problems of achieving integration or reduce them? How will the
decision affect the ability of organisation members to communicate with each other, resolve conflicts
and reach the necessary joint decisions? According to Miller's, each base fosters a specific interac-
tion pattern between individuals and groups in an organisation. If the interaction pattern fostered by
a pa‘mcular tnsc is i.ncm_\sist«':n‘t w_ith thf: ‘intemct'ion pattern required for the completion of the task,
?:.:qlu::::sm oll so‘c.ml d‘usi:msiac-tmn. dnsmlcgt_ntton. conﬂ_ict and tcchpical inefficiency will result. As
. l‘c“_l’rml e I: c:h I: 1:1 :;ialtlc'o'nm‘der‘ the u:chmcal and social dys.functtons pf separating by more than
y interdependent members of a surgical operating team.

1% .
Enc J. Miller, "Technology, Temtory - i iati
L M T ogy ory and Time: The Internal Differentiation of Complex Production System”, Human
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3. E':ﬂmoml)&.‘] bcT:(eJncs?gc “f:;"::fhlnmlvcd in introducing departmentalisation is another important point
which Shm?ts i Thccm ' : atever the type of departmentalisation used, its benefits should always be
more than 1 y i qucs;ons to bc asked here are: Which base provides the most efficient utilisation
of machinery and equipment? What is the financial burden involved in following a particular base etc.?

4. Whole Task  Miller'® Stresses the point that the organisation should be broken down, such that
cach department has a “whole task™. Depending on the nature of the task, this “wholenes’s" may be
achieved cither by technological departmentalisation (weaving and spinni:;g in a textile plant) or by
territorial dcpanmcn!allsanon (track crews on a railroad) or by time departmentalisation (as with shifts
in electricity generation) or by a combination of these. Thus in each case. the departmental heads have

a realistic accountabllfly and those who work within the departments derive satisfaction from identi-
fication with a recognisable goal.

parallel Departmentalisation

When the organisation of several retail outlets, branches and plants doing similar work as the parent
company use the same departmental set-up as that of the parent company it is called parallel depart-
mentalisation. Parallel departmentalisation makes transfer of personnel from one operating unit to
another easier. It also becomes easier to compare the results of any one unit with those of all other
units. The principal disadvantage of parallel departmentalisation is its lack of adjustment to local needs
and operating conditions. Also under conditions of high degree of decentralisation the above benefits
may become less significant.

PRGANISATION STRUCTURE =

An organisation structure is more or less permanent arrangement of the parts of a whole, permanent
arrangement of its horizontal and vertical parts. The horizontal parts are made of different departments.
The vertical parts are made of a number of levels from top to bottom. Authority flows downward along
these levels. Higher the level, greater the authority and vice versa.

By creating the most appropriate configuration of work units, organisation structure enables its
members to

undertake a wide variety of activities according to departmentalisation of tasks and functions;

e coordinate activities through various coordinating mechanisms;

o define boundaries of their organisation and its interfaces with the environment and other
organisations with which it must react; and

o acquire, store, interpret and use information to be able to react with flexibility to changing

environmental demands. Edgar H. Schein'” calls this information processing capacity/process

“adaptive-coping cycle”.

Organisation Chart

The usual way of depicting the apparent structure of the formal organisation is by means of an
organisation chart. 1t is a snapshot of an organisation at a particular point in time which shows the

16 Eric 1. Mill er, “Technology, Territory and Time: The Internal Differentiation of Complex Production System”, Human
Relations, April, 1959.

" Edgar H. Schein, Organisational Psychology, Prentice-Hall of India, N.D., 1969.
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flow of authority, responsibility and communication among various departments which are locateq
different levels of the hierarchy. The connecting lines on this chart show who is accountable to wh at
and who is in charge of what department. The process of charting the organisation is one good lcstonl
its soundness, as any organisation relationship which cannot be readily charted is likely to be illogic:i
and therefore confusing to those working under it. There are three principal forms of organisation chart;
viz. vertical, horizontal and circular. ,
A vertical organisation chart reads from top to bottom. It shows the chief executive at the top ang
all other successive levels of management vertically downward. A horizontal organisation chart reads
from left to right. It shows the chief executive at the left and all other successive levels of managemen¢
horizontally rightward. A circular organisation chart shows the position of the chief executive in ths
centre of various concentric circles of different radii, on which all other successive levels of managemen;

are shown (see Exhibit 7.1).

7.4  Senco 5/A: Promoting Unconventional Circular
Organisation Chart

Some organisations refuse o be tied down by a conventional organisation chart, to the extent that
employees make a running joke of fitles. For example, Senco S/A, a radically unconventional manu-
tacturer of industrial equipment (mixers, washers, air conditioners, bakery plant units) located in Sao
Paulo, Brazll, has what is called a *circular” organisation chart with four concentric circles. They avoid
the use of the term fevels. The fitles that go with these are Counselors (CEO and the equivalent of vice
presidents), Partners (business unit heads), Coordinators (supervisory specialists and functional leaders) and
Associates (every one else). If anyone desiies, he or she can think up a title for external use that describes
his or her area of work or job responsibility.

Consistent with the above policy when a promotion takes place at Senco, the newly elevated individual
is simply supplied blank business cards and told, “Think of a fitle that signals extemally your area of operation
and responsibiity and have it printed.” If the person likes *Procurement Manager”, fine. If he wants something
more elegant, he can get it printed. But inside the company, there are only four options. Anyway, almost
all choose to print only their name.

Source: James R. Evans and Willom M. Lindsay, The Management and Control of Qualify, Sixth Edition, Thomson (South
Westem), p. 230.

.....lI.I....lI....I.I...lllll.'....l...l.l...‘..IC..II..I..Il'...ll‘l.lllll..l..ll.l'I.Ill.lll.....ll.l..ll

Exhibit

Following are the advantages of having an organisation chart:

1. It acquaints everybody with the makeup of a company such as its size, basis of division of

activities, coordination, etc.
2. It reveals whether or not the span of management is wide or narrow.
3. It reveals many of the deficiencies in the organisation structure such as one man might be reporting

to two persons.
4. 1t reveals whether the organisation is evenly balanced.

The chart has, however, certain limitations. It cannot show certain important aspects about the
organisation’s structure. These are as under:

1. 1t does not indicate who has the greater degree of responsibility and authority at each managerial
level.
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Despite the above limitations, the formal organisation chart developed in the context of classical

isation therory, continu e
organisation | ) €s to be the principle method b : , : =
organisation structure. p y which enterprises describe their

Organisation Manuals

Organisation Manuals promote understanding of structures, by means of description of the various jobs
that may be listed gnly by title on charts. Usually, they include the charts as well, and sometimes the
following information: ’

Company’s mission or philosophy,

Company’s objectives, policies and processes,

Authority and responsibilities of each position,

Relationship of each position with other positions,

Means of measuring performance, and

Committees—their membership, objectives and functions.

Mechanistic and Organic Structures

Organisation structures though of the same type may vary considerably in their complexity, formalisation
and centralisation. Complexity considers the extent of differentiation within the organisation in terms
of departmentalisation, the number of levels in the organisation’s hierarchy and the extent to which
the organisation’s units are dispersed geographically. Formalisation considers the extent to which an
organisation relies on rules and procedures to direct the behaviour of its employees. Centralisation
considers where the locus of decision-making authority lies. Is authority centralised upward or dispersed
downward? Broadly, however, according to Burns and Stalker'®, there are two types of structures:
mechanistic and organic, which represent polarity, not dichotomy. There can be several intermediate
types between these extremes.

A mechanistic or classical organisation structure is usually pyramid-shaped. This implies
centralisation of authority at the top, departmentalisation of jobs, hierarchy of command, narrow span
of supervision and intense division of labour. This is shown in Fig. 7.4.

The merit of this type of structure is that it provides a clear and well-defined work setting to its
employees. It tells them what they have to attend to and how, and also tells them what they do not have
to bother with, what is not their affair, what is not expected of them—what they can post elsewhere as
the responsibility of others. There is, the assumption called ‘Rabble Hypotheses’ according to which
employees can be made more creative by placing them in competition with one another for the positions
of power that lie above them in the organisational ladder. The demerits of this structure are as under:

18 T. Burns and G.M. Stalker, The Management of Innovation, (London: Tavistock). 1961.
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Decision-making centro Tall organisation implies:
(authority base) e
a, Distance from top to bottom

/ b. Extended communication lineg
= c. Impersonali
Organisation .~ pe ty
i ; d. Narrow span of control

e. Centralisation

FiG. 7.4 Tall organisation

Each individual carries out his assigned part as something apart from the overall purpoge of the
organisation as a whole. He comes to mistake his own corner for the whole building, He does
not care to know how his job fits into the entire picture. .

People at lower levels use very little skill and do not experience any sense of accomplishmen
It is self-perpetuating because once the tasks of people at lower levels have been defineq j; is
difficult to change them.

Decision-making is centralised at the top. It is assumed that the boss at the top knows everything, |y
is he who determines what is important in the environment. This tends to alienate people at lower
levels. They are provided with a scapegoat, a place to lay the blame: the boss, the Organisation,
fellow-workers, the rules, etc.

Communication is mostly downward between the superior and his subordinates in the form of
commands. The upward flow of communication is very little and it takes place through a successjon
of filters.

There is disproportionate bureaucratic proliferation at upper levels as the people at lower levels
increase. The former work simply as the glue to hold together the people who do the real work.
It is said that the latter who do the work enjoy no real power and the former with the power do
little real work.

It stifles innovation and creativity. One has to sell a new idea to the boss, who has to sell it to
his boss, and so on up the corporate hierarchy. For an idea to win acceptance, every one along
the way must say yes, but killing the idea requires only one “no”.

. It makes the process of developing tomorrow’s managers difficult by adding to the time it takes

to come up from the bottom.

An organic or behavioural structure has generally wider spans of control—no unnecessary
management layers, no “sandwich managers”—which give rise to a flat form, more general supervision

and more decentralisation. There is little specialisation and hierarchy of command. People are grouped
according to their social needs. This is shown in Fig. 7.5.

The merits of this type of structure are as under:

It is flexible, people’s responsibilities and functions can be quickly changed to meet situational

demapds. Titles are deemphasised and attention is given to the role, knowledge and competence
of individuals.
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F1G. 7.5  Flat organisation

2. Communication takes place in all directions, Information is managed for empowering people (0
act and not for controlling their actions,

3. Decision-making is not centralised at the top. It is done by people at all levels.
Task, authority and information flow to the person who has the greatest expertise to dcal with the
problem. He thus becomes the ad hoc focal point for cvery body in the organisation.

4. Carcers are defined in terms of horizontal cross-functional moves and systems are developed
which link promotions and rewards to multi-functional competencics.

One demerit of organic structure is that due to people’s tasks often changing, there is continuous

uncertainty about their roles. This sometimes proves to be too exhausting for anyone to bear.

WHAT TYPE OF STRUCTURE IS BEST? (CONTINGENCY VIEW)

Researches concerning organisation structure are not conclusive enough to support any specific
organisation structure. Thus, for example, whereas in the Sears Roebuck Study, James C. Worthy'?
has found that the flatter structure is the best way to design an organisation because with maximum
decentralisation it develops self-reliance, initiative and decision-making abilities, in another study Porter
and Lawler’® have concluded that there is no clear overall superiority of a flat organisation structure
over a tall organisation structure. The latter research thus prevents one from making the sweeping
generalisation that a flat structure produces more favourable job satisfaction. In fact, no one structure is
best for all situations. The type of structure useful for a particular organisation depends on a number of
factors, as described below. In other words, what is called for is the contingency view of organisations.

l. Environment  Researches have shown that different types of environments require different types of
organisational structures for effectivencss. Burns and Stalker®' have found that in stable environments
when people do fixed and specialised jobs and feel little need to change their skills, classical or mecha-
nistic structures with strong controls and tightly specified duties are appropriate. But in fast-changing
environment and when jobs need to be constantly redefined to cope with the ever-changing needs of
the environment and when the creative problem-solving and decision-making processes require free and
open communication among members, behavioural or organic structures are appropriate. Another study

"% James C. Worthy, “Organisational structure and employee morale,” American Sociological Review, Vol. 15 (April 1950),

pp. 169-49. '
20 L.W. Porter and E.E. Lawler, “The effects of tall vs, flat organisation structures on managerial job satisfaction”, Personnel

Psychology, Vol. 17 (Summer 1964), pp. 135-48.
' T. Bums and G.M. Stalker, The Management of Innovation, (London: Tavistock, 1961).
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A made by Lawrence and Lorsch? also strongly indicates that decent

/
¥ able to cope with uncertain environmental conditions. Conversely, cen

I effective in stable environments. ' W
i ing structure of an organisation is culture

2. Culture and history Another factor shaping the underlying . _ : .

" s done, or what is desirable and what is not. Standarq

Culture sets the bounds on what may or may not be ; !
- : 4 ry often dictate how a company Organises ang

i e dev - isation’s histo
practices that have developed over the organisa : :
operates.” Jaques concluded from the long-term observational study of an English factory how the past

behaviour of older members of management coloured their contemporary behav_kur, cs;;:ccnail y where
| there were status distinctions honoured in the past that had to be defended against attack.

3. Task The task of an organisation is another major detcrmirfant.of its structure. Itis dctcrrmrfed by
the organisation's original charter and the role which the orgams@on decides to p-lay 'm the society at
large. The task of business is production and marketing of economic goo«_js and services: of government,
the fulfilment of such social needs as security and welfare: of a university, research and teaching: of 3

temple, administering to religious needs; and so on. o '
There are differences in the structure of these four types of organisations. The degree of authority
exercised and the nature of control employed in a temple organisation cannot be lh'e same as that in
a business concemn. The voluntary character of the former organisation will need a liberal structure.
4 Technology The structure of an organisation is influenced gre-atl){ by its t.echnology. Three broad
types of technology are: unit, mass and process. Of these, “unit” is the simplest technology and

“process” is the most complex. Joan Woodward’s study?* has shown that:
the more the need for supervision and coordination and the
d management levels. In other words, complex technologies

ralised informal structures are beg
tralised formal structures are mor,

(a) The more complex the technology,
greater the number of managers an

lead to tall organisation structures. o
(b) The more complex the technology, the more the need for better personnel administration and

plant maintenance to keep the equipment in operation for higher proportion of the time and the
greater the number of clerical and supporting staff.

(c) In mass technology, workers usually perform similar types of unskilled jobs. Hence large numbers
of workers can be supervised by one first-line manager. But in unit or process technology, this is
not possible. Here workers perform highly skilled jobs, for which small work groups are inevitable.

It should be remembered that in sizable complex organisations, one may cOme across their different
parts utilizing different technologies and producing comparable structures.

Thompson's®® study has shown that organisations using different kinds of technology employ
different devices to circumvent uncertainty. Those employing mass production technology reduce their
dependence on suppliers of raw materials through vertical integration; those employing a mediating
technology—that is a technology that connects different users of the product or service—such as an
employment agency or a telephone network diversify the market they serve so that they do not get
too dependent on any one market and those employing an intensive technology—such as the intensive
care unit of a hospital seek control over the object worked upon, whether it is a patient or a respirator.

‘ 2 R, Paul Lawrence and J.W. Lorsch, Organisation and Environment (Boston: Harvard Business School, 1967).
‘ ? Elliott Jaques, The Changing Culture of a Factory, N.Y. Drydox Press, 1952.
:Joan Woodward, Industrial Organisation Theory and Practice (London: Oxford University Press, 1965).
James D. Thompson, Organisations in Action (Brunkwick, NJ: Transaction Publishers, 1952).
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on problems. Ten to fificen people can relate 10 e2ch

m—r;:::d a::d"a“iﬁa it the formality of s e C:.z:ﬁi‘: has sugzesiad that 2s organisations increase
in size, 2 poinkt 1S reached 21 which they are forced to decentralise 20d to develop 2 greater variety of
formal mechanisms 10 coordinate their activities. '

7. Span of Control  We have seen above thay there is 2 verv close relationship between the span of
control 20d the shzpe of organisation structure. Small spans give rise to tall swuctures and big spans
to fiat structTss.

8. Form By “form” we meen whether the enterprise is 2 cooperative, 2 private company Of 2
government 222nCY. A CoOperative is founded on democratic principles and therefore, unlike a private
compzny, czanot be orgznised and num like 2 dictztorship 21 the discretion of its management A
government 2gency in 2 democratic country is generzlly vulnerzble to antzcks in the legislature and
often must 2Copt many rules and regulations 1o be zble to defend the propriety of its actions, 2 necessity
that forces it to be bureaucratic.

9. Availability of Finance and Personnel The stucture of zn orgenisation must fit the overall
budget. The lack of certain skills may require other personnel, such as supervisors, to assume duties
they ordinarily would not be assigned.

10. Managerial Characteristics  The structure of 2n organisation is also influenced by the personality
and the value system of its top managers. If top managers believe that people are, by nature lazy and
uncooperative, they would prefer to create an organisation which emphasises direction and control. On
the other hand, if they believe that people are good and committed to organisational goals, they would
crezte an organisation which emphasises freedom of action.

11. Employee Characteristics Last, though not the least important factor affecting organisational
structure is employee characteristics. By “characteristics™ we mean their abilities, skills and experience
as well as their needs and personality characteristics. If an organisation is generally composed of em-
ployees who are highly skilled and motivated, have strong needs for independence and self-realisation,
2 behavioural structure would be more appropriate than a classical one. On the other hand, if the or-
ganisation is generally composed of unskilled and poorly motivated employees, a classical structure
may be more appropriate than a behavioural one.

* Alfred D. Chandler, Jr,, Strategy ard Structure: Chapters in the History of the American Industrial Erterprise (Cambridge,
Mass.: MIT Press, 1962).

7ps. Pugh, DJ. Hickson and C_R. Hinings, “An Empirical Taxonomy of Structures of Work Organisation™, Adm. Science
Quarterly, 1969, 14, 115-125.
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Collateral Organisations

(| Does a manager's choice of any one type of structure obv
Obviously not. Experimental rescarch with small groups has shown that a manager needs both typeg

of structures to deal effectively with his two major categories of problems—routine and non-routipe
For routine or well-structured problems of ensuring utilisation of largely pre-determined processes ami
operations, he needs the classical (mechanistic) structurc, which is concerned with mobilising people
and equipment to maximise output of a finished product. For non-routine or ill-structured problems of
innovation and change (such as launching of new product lines or new marketing strategies), however
he needs the behavioural (organic) structure, which devises solutions of better quality, and mor;
rapidly, than the classical structures. The hicrarchy, the division of labour, and the rules that make the
classical structure effective for routine problems, scem {0 interfere with the organisation’s ability to

devise quality solutions to non-routine problems.
Now, the question before a manager is how ca
(mechanistic or behavioural) successfully deal with both

organisation, as described by Dale Zand?® provides the an
develop a collateral mode of functioning to which he should shift, to operate in tandem with the problem

without displacing the existing classical or behavioural formal structure. It should be remembered that
the change involved is only in the mode of functioning, and not in the structure. Thus, if the existing
structure is classical, the collateral mode developed for solving a non-routine problem may result in
creating only a special kind of task force, that cuts across the usual kind of functional barriers, builds
cross-communication channels and finds new ways of seeing old ideas. Or, if the existing structure is
behavioural (as in the case of a research unit or an educational institution), the collateral mode developed
for solving a routine problem may result in creating only a special task force, with directive behaviour
high use of rules and procedures, and limited communication, as its characteristics.

From what has been said above, it is amply clear that a collateral organisation consists of the same
people who work in the formal organisation. There are no néw pcop
of a collateral organisation depends on successfully linking it to the fo
output are used.

The above concept underlines the importance of ad
organisation. They are called collateral organisations beca
with the formal organisation.

| EMERGING ORGANISATION STRUCTURES ¢

sation period worked fine when there was less competition
ble to meet the needs of globalised business which
bility, empowerment, innovation, quality and
ket. The response has been the network and

iate his need for the other type of structures

n his choice of anyone type of formal structure
types of problems. The concept of collatera]
swer. This concept says that a manager should

le. However, the ultimate value
rmal organisation, so that its

hoc task forces in the functioning of an
use they operate in parallel, or in tandem,

} The organic structures of the pre-globali
and more stable conditions. But now they are una
demands more fluid organisations with greater flexi
responsiveness across a broad range of consumer mar

virtual organisations.

| 4 - .
'  Dale Zand, “Collateral Organisation: A New Change Strategy", Journal of Applied Behavioural Science, 10, No. 1 (1974).
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. ular organisation compric;
< 2 mod mprising
"mnmhips i P . ogc::l:zcrnl vendors, customers and competitors wha enter it
in each other’s supply chain. Some olhsr fc'ucl: e nﬁlr; ok of what we call client and server functions
AHICs of this organisat;
et . ation are as follows:
. Itinvolves the blurring of boundaries betwee ' il
other firms.
Coordination between varioys f; imari
3. Decision rights are pushed as I':lrrn:l::kcs Place primarily through cross-functional teams.
| pus n as possi who'§ e
blocks of the organisation. possible to knowledye workers who are the building

4. Control is exercised by market mechanisms rather than g

This organisation is ideally suited for v
response. It, however, suffers from poorly
resources.

the organisation and jts environment comprising

)

dministrative procedures,

olatile environment which needs immediate and quick
defined accountability, Also, there is often duplication of

virtual Organisations

The new term virtual organisation refers to an organisation that carries out its activities not in one

central place, but ralher'm multiple locations by suppliers and partner firms as part of a strategic alliance
or a larger “supply chain”

' pply . Thus the role of manufacturing for an auto producer will shift from solely
monitoring activities at one central plant to managing the integration of all steps in the process—no
matter where physical production actually takes place.

Recent phenomenal growth in electronic communication has given rise to the above concept. The
essential feature of this type of organisation is coordination, i.c. manufacturer’s ability to network, large
number of service-providers and contractors whom he outsources his burden of getting infrastructural
support, retaining for himself only a few areas of core competence. The organisation has no office as
such because its executives with mobile phones and laptop computers can work at any place and at
any time.

Following are the key attributes of a virtual organisation:

1. Technology Informational networks help far-flung companies to link up, and work together from
start to finish,

2. Opportunism Companies often join hands only temporarily, to meet specific market opportunities
and needs, and fall apart once the need is over.

3. No borders Intense cooperation among service-providers, contractors and the main company
makes it difficult to determine where one company ends and the other begins.

4. Trust The relationship among companies is based on trust. Every partner relies on the capabilities
of all the others, and is well aware of the fact that his fate is dependent on the difficult task of
coordination.

5. Excellence Each partner contributes to the virtual organisation what he is best at. This makes
possible to create a “best-of-everything” organisation.

The primary benefits of this organisation are: (a) its ability to save on lease rentals of office space
and employee commuting costs (b) its ability to focus on core competence as a result of outsourcing
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oF all non-cswentinl nctivities, and (¢) it use of synehronons technologles such as audio gnd vid
l'p'r’

conterencing, which allow members to Internct at the same time, or in real time,
Avittaal organtsation e not an unmixed bleasing, Some of its limitations are as follows:

There b a phenomennl inerense In the daily number of e-mails of ity executives,

It employees mins the opportunity of meeting thelr coworkers, They also fear that thejr lack of

interaction with superiors may not bode well for their earcers, Y

1o Ieis common for some employees o have conference ealls during “off hours” spanning Mid-dy,
in Bangalore, early moring in Norway and close to mid-night in California. 4

4. Some customers do not Hke to deal with the organisation through e-mail which lacks EMOtion,|

pitch and body language associated with verbal communication, It is essential to provide Clues

L

to the speaker's credibility,
The biggest challenge is the ereation of a company culture. How does one get the workers o

identify strongly with the organisation?

Virtual organisations are incrensingly evident in global and partnered operations. In the last few
years some organisations in the area of space research and pharmaceuticals have been experimenting
with virtual organisational structure, Medico Rescarch Drug, located at Research Triangle Park i
the United States is an example of a virtual drug development company. It licenses promising new
drugs from other companies, hires research organisations to test these drugs and finally licenses oyt
manufacturing and marketing rights. In the information technology industry, Sun Microsystems designs
computers and does all other functions (manufacturing, distribution, marketing and customer service)
through contractual arrangements with partners located throughout the world. Virtual organisations are
not popular in India because of our slow internet speed.

Somewhat like virtual organisation, a new form of organisation called “Relationship Enterprise” is
now coming into vogue. It consists of a global network of independent companies that act as a single
company with a single mission. Thus, the airline companies of some countries may together form a
new company and share their operations to provide the international traveller with efficient seamless

service anywhere in the planet,

B
COMMITTEES

A committee is a group of people who have been formally assigned some task or some problem for their
decision and/or implementation. Committees are ofien set up for group participation when we have: -

(i) a recurring problem which the same group of people should confer about at regular intervals; or
(ii) a major problem that can be resolved only afler a series of discussions with a group whose work
is closely interrelated. For most other situations which may be essentially individual functions
(such as the following) a committee is not warranted:
(a) To make a sharp, clear and prompt decision with unquahﬁcd responSIblllty,
(b) To consider an unimportant question where a particular decision is a foregone conclusion;
(¢) To pool the splintered authority of several managers;
(d) To gather data requiring independent study and investigation. A committee does well in
criticising the result of a research study but not in conducting it.

-m
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FIG. 7.6 The linking pin

Committees can be broadly classified into advisory committees and executive committees. Whenzver
committees are vested with staff authority they are known as zdvisory comminess. Advisory comminess
have only a recommendatory role and cannot enforce implementation of their zdvics or recommendation
Some of the usual advisory committees formed in business enterprises are: works commiztees, sales
committees, finance committees, etc. Whenever committees are vested with line authority, they are
called executive committees or plural executives. Unlike advisory commitiees, executive commitiess not
only take decisions but also enforce decisions and thus perform a double rolz of 12king 2 decision 2nd
ordering its execution. The Board of Directors of a company is an examp'e of an executive commizze.

The above distinction should not, however, lead one to think that these two types of comminiees
are always composed of different collections of individuals. These committees may have the same
individuals as members. But these individuals need to see themselves as a cifferent group in each
committee. Thus, their functions are separated by time, place or title.

Committees may also be classified as standing committees and ad hoc task forces. Standing or
permanent committees are formed to deal with recurrent organisational problems. Typical standing
committees may be the finance committee in a company, or the loan approval committee in 2 bank_ or
the admission committee in a college. Members of these committees are mostly chosen because of their
title or position, instead of individual qualifications or skills. Ad hoc task forces, as their very name

 Rensis Likert, New Patterns of Management (N.Y.: McGraw-Hill, 1961).
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; suggests, have a short duration. They are dissolved after the task is over, or the problem is solveq
r members are chosen for their skills and experience. - The

] Advantages

! I. Where committees consist of all departmental heads as mcm!)crs. people get an OppOrtuniy,
better understand each other § problems and to move (cooperatively) towards organisationa) goalt
Committees provide a forum for the pooling of knowledge and experience of many Persons 8.
. different skills, ages and backgrounds. As George Bernard Shaw has said, “If you have ap ap ?r
! and T have an apple and we exchange these apples then you and I will still each have ope aPpI;:
But if you have an idea and I have an idea and we exchange these ideas, then each one of yg Wili
have two ideas.” This helps in improving the quality of decisions.
3. Committees provide an opportunity to many persons [0 participate in the decision-making proce, s
As the members of a committee participate in discussions and decisions, they also take inzeres; ,-,;
implementing their decisions. It is by no means certain that deliberations always kindle enthusiastjc
support, for they can also result in the deepening of existing divisions among participants. Shoy]g
this occur, use of a committee may be a mistake.
4. Committees are excellent means of transmitting information and ideas, both upward gng
downward. They allow people to participate in discussion on solution of a problem and to be

informed simultaneously conceming it.
5. By exposing members to different viewpoints, committees contribute indirectly to their training

1

and development.
6. Committees are impersonal in action and hence their decisions are generally unbiased and are

based on facts. There is no fear of a single individual taking a biased decision.

Weaknesses

£

A wholly positive estimate of committees has been criticised by several writers. Lyndal Urwick™, for
example, does not admit that the committees increase the democratic process in administration. He
says that there is no connection whatsoever between committees and democracy or between individual
leadership and autocracy. Some others remark that a committee is a group of people who individually
can do nothing but who can meet together and decide that nothing can be done. Similarly, it is said that a
committee is a group of incompetents appointed by the unwilling to deal with the unnecessary. Although
such remarks may be dismissed as mere exaggerations, they do reflect a widespread disillusionment
and frustration with group decision-making. Some of the weaknesses of committees are as follows:

1. Itis said that committees keep minutes and waste hours. One of the best administrative procedures
to delay action is to say, “Let us set up a committee to study this matter.” Almost without exception
it takes longer to get action from a committee than from an individual manager.

2. In case a wrong decision is taken by a committee, no member can be individually held responsible.
Urwick made an analogy that a committee is like a corporation with neither a soul to be damned
nor a body to be kicked.

| 3. A huge amount is spent in convening meetings and giving allowances to the members. Hence,
committees are an expensive form of administration.

% Lyndall Urwick, Committees in Organisation, British Institute of Management, 1950.
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& Members of cpmﬂinnling committees frec
interest of their departments rather (hap ¢
uestion.

nittees have a tend oy
5, E't"‘“[:'whcn o v slcf'l:fcf’j kll perpetuate themselves and it is generally difficult to dissolve them
L)\;c ot s o] v ¢d the purpose for which they were constituted.
5 L O be;r 3{: rrz.ud at on the basis of some compromise among the members. Hence
they S .. cisions—neither fish nor fowl. There is always some type of trading of
sutg?on in one dccisiﬂlrl ': l)rl‘; individuals or groups by which one agrees to support the other's
_ roblem in return for the other’ i ision problem.
s s known as log-rolling s support in another decision p
As CO“‘_“}'"“S consist of a large number of persons, it is difficult to maintain secrecy regarding
the decisions taken at the committee meetings
g. As the chairman of a committee often changes, influence accumulates in the hands of the permanent

secrelary Of SOme other person or persons who may then dominate the committee. This may bring
about resistance from others.

juently regard themselves as appointed to profec
0 find the more appropriate solution to the problem 1

-]

s_uggestions for Making Committees Effective

We have seen above, how a committee suffers from certain limitations. These can, however, be overcome
if the following suggestions are carried out:

1. The number of members on a committee should not be very large. It is said that committees
of twenty, deliberate plenty; committees of ten, act now and then; but most jobs are done by
committees of one. If several interests are involved, a committee can limit its membership to
individuals who can look at the problem as a whole rather than regard their members as 2 means
of protecting a narrow interest.

2. A committee’s authority should be carefully spelled out, and its activities correctly chosen and
closely defined. The authority of each member should also fit the decision area.

3. The members of a committee should enjoy approximately equal formal status so that they interact
with each other freely.

4. The members should give precedence to organisational interests over departmental interests and
should be prepared in advance on issues to be discussed in the meeting. The best areas for group
action are policy formulation and problem solving.

5. The chairman of the committee should plan and conduct the meeting with firmness and faimess.
He should remember that his job is to get members to think, rather than to think himself for them.
He should recognise the need to perform both group maintenance and task role effectively. While
the former role (encouragement, praise, etc.) prevents disintegration of the group, the latter prods
it to achieve its purpose. He should keep discussion from wandering.

6. It is useful to take careful minutes of the meeting, circulate them in draft for correction and then
have the final copy approved by the committee. Checking conclusions for follow-up action is
also necessary.

7. The work of the committee should be periodically reviewed to determine if it is working effectively,
in terms of the purpose for which it was established, and whether that purpose is still valid.

8. Last though not the least, it is important to know whether the committee’s benefits are worth its

cost.
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A boat does not go forward if each one is rowing one’s own way.
Teams have become so popular in today’s organisations that they deserve special attention. A team jg ,

small group of people with different backgrounds, skills and knowledge, who are drawn from differep,
functional areas of the organisation, to work together on a specific and defined task. One member of the
team is usually designated as the team leader for the duration of the team’s assignment. His responsibility
is to decide who among the team members should take team leadership for a particular phase of thg
task. This implies two things: one, the designated leader should have full knowledge of every member's
function and potential contribution and fwo, leadership at any one time should be placed according 1
the logic of the work and the specific stage in its progress. There are no hierarchical considerationg
in the working of a team. The designated leader of one team may report to one of his subordinates o
some other team. Although the mission of a team is a specific task, the team itself can be permanent,
Its composition alone may vary from task to task, with the base remaining fairly constant. A group of
doctors and nurses with diverse specialisations, treating a patient, or a director’s crew of electricians,
sound engineers, cameramen, €tc., in a film studio, are the simplest examples of a team.

Characteristics of a Team
1. A team has skill diversity. Steve Jobs, the former CEO of Apple Co., employed people of different
backgrounds such as Anthropology, Art, History and Poetry as the team making I pod and Tablet
as an unparalleld product. Honda purposely designs its teams with individuals who know nothing
about its technology. The naive questions they ask challenge the thinking of the team members

who have more expertise.
2. A team has a clear and sharply defined objective.
3. The leadership in a team is task-oriented. It changes as in a flock of wild geese. Geese fly in their

typical “V” formation, with different birds taking the lead at different points in time (see Exhibit

7.2).

It is always the team as a whole that is responsible for the task.

e

7.2 Flock of Geese: Exhibiting Characteristics of a Team

You have undoubtedly seen a flock of geese flying overhead. The following behaviours of this species

provide some insight into a team’s characteristics.
(@) As each bird flaps Its wings, it creates an uplift for the bird behind. By using a "v* formation, the
whole flock adds 71 per cent more flying range than if each bird flies alone.
(b) Whenever a bird falls out of formation, it suddenly feels the resistance of trying to fly alone and
quickly gets back into formation to take advantage of the lifting power of the birds immediately

in front. )
(c) Wnen the lead bird gets tired, it rotates back Into formation and another flies at the point position.
age those In front to maintain their speed.

(d) The birds in formation honk from behind to encour
() When a bird gets sick or wounded, two other birds drop out of formation and follow thelr fellow mem-

ber down 1o help or provide protection. They stay with this member of the flock until it flies again or
dies. Then they launch out on thelr own, with another formation or catch up with their own flock.
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strengths

1. A team is highly receptive 1o exy

erimentation, to new id
. .1 » 1 \ ' cas
is the preferred design for Innovative work

A team is the best means availabi '
_ X e for overcoming functional i 1 jali
o e e ) i i g Junctional insulation and parochialism.

andi ’ : :
adopt any role. ing of each other’s role and is flexible enough to

3. A team assumes responsibility of the whole ¢ ask. This holist: )
. \ is holistic ili
coordination, detailed planning and chasing of work respanelaliytaduces the weod fis

4. Ina team, all members work closely in decision-making and problem-solving, without ‘rubbi
people up the wrong way’, This results in no communication overloa g, without ‘rubbing
5. A team accomplishes more than the sum total of what members are
individually. The word ‘team’ is an acronym which stands for

»and to new ways of doing things. It

2

d on the top executives.
capable of accomplishing
“Together Everyone Achieves More”.

~ Weaknesses

1. A team demands continuous attention to its management, to the relationships of people within
the team, to assigning people to their jobs and to explaining to the management, its progress on
the job and its important decisions, which have irrevocably committed the whole company, for
example, its pricing decisions.

2. In large teams, where individual contributions are more difficult to identify, some individuals
reduce their effort and performance levels because they think that the performance of others will
cover for their reduced effort. This is called “social loafing”. Another dysfunctional phenomenon
which occurs is the “sucker effect” which means that some individuals do not want to do more
than their perception of effort being given by others in the team.

3. The team emphasis on “me” instead of “I” leaves same ambitious individuals disgruntled about
their lack of personal recognition.

Difference between Traditional Formal Work Groups and Teams

Although the two terms, ‘formal work groups’ and ‘teams’, are frequently used interchangeably, there
are several points of distinction between the two, which are listed in Table 7.1.

Tase 7.1 Differences between a Formal Work Group and a Team

B Forma Work Group |
1. Organisation Is done on the basis of hierarchy of " 1. Organisation is done on th basis of complementarity of skils.|
_ superior-subordinate relationship and random skills, | There is no superior-subordinate relationship. |

2. Leadership and composition are more or less permanent. 2. Both leadership and composition change according to the situation,

[3. Management s by direction and control. .3, Management is by integration and seifdisciplne. |
4. Communication is up and down between the superior 4. Communication is lateral.

and his suberdinates.
15, Members vio with each other for power, prestige, rec- ' 5. Members collaborate with each other becausé rewards are based
| ognition and personal autonomy, becuuse rewards are on team efforl. [
| based on individual effort. I |

ko S e e — T T S

| 6. Deci;ions are taken on the basis of simple majority. 6. Decisions are taken unanimously.
7. The purpose is the same as the orgaisation's. ! 7. Thepuposeisspedfc. " |
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Types of Teams

There are three broad types of teams prevalent nowadays: _ -

I. Project Teams These are cross-functional teams Wh.ECh work on projects to d;_::r_elop something ney,
or to accomplish a complex task for a defined, but typically extended, period of time. o

2. Problem-solving Teams These are teams which work parallel to thF regular orglamsanona-l Struc.
ture. These teams are constituted to solve specific problems and then disband. Prob ems may mc!ude
determination of customer needs, development of a flow chart to study a process, selection of a Project,

and so on.

3. Permanent Work Teams Following the sociotechnical systems approaf:l'f,3' these teams work ag
self-contained work units, responsible for manufacturing products or providing ferwce:s. §0metlmes
also known as “autonomous work teams”, these teams follow the .self-rcgu_lallon pnnclplg, under
which only the critical interventions, desired outcomes anq organisational rf-lamtenance requmzrnen;g
are specified by those managing the work, leaving the remainder to those doing the work. Gulowsen
gives the following characteristics of these teams:

(a) Within the four-comers of the superordinate goal, the team can govern its own performance in
the following ways:
e It can decide where to work.
e It can decide when to work.
e It can decide how to work (i.e., it can make a choice of its production methods).
e It can decide which other activities it wishes to engage in.
(b) The team establishes the quantity and the quality of its output.
(c) The team makes its own internal distribution of tasks.
(d) The team decides its own membership.
(¢) The team makes its own decision:
o Whether it wants to have a leader to regulate its internal conditions and, if it does, who this
leader should be;
o Whether it wants to have a leader for regulating boundary conditions and, if it does, who
this leader should be.
() The team decides how the work operations should be performed.

Two important implications of an autonomous work team are: one, it requires multiple skills within
the group so that it can share an array of tasks, two, it requires redesigning the role of the supervisor.
Autonomous team approach increases satisfaction and reduces turnover and absenteeism. Moreover, if

a b.rcakdOWn oceurs in one team’s operations, all other teams can continue their operations undisturbed.
This is not so in the assembly line.
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ORGANISATION STRUCTURES

Among the important fnctnrs‘ affecting an MNE's choice of structure are (i) its strategy, (if) home “"g
post country environments, .(lll) nature and size of its business, (iv) diversity of its constituencies, an
he human resources available. As the company marches forward on the road to internationalisation,
rdination and control needs become more and more complex and it changes its present sn-u.clum
Thus, we find many companies, which had earlier established their footholds in the host lemmcs.by
creating subsidmnc‘s. |nlcr. on shifting to international division structures to look after their f0fﬁlg':
operations, international division structures shifting to global functional structures, global functiona
gructures to global geographic structures, global geographic structures to global product structures and
olobal product structures to matrix structures. MNEs that use global matrix structures sc!ect ?nher f
rwo-dimensional (¢.g. ABB) or three-dimensional designs (e.g. IBM). Two-dimensional des.igns !nVOlV"
combinations of product and geography or product and function. Three-dimensional designs involve
combinations of all the three, viz. product function and geography.

Once thought the wave of the future, the matrix structure has lost some of its lustre over the years.
It has been criticised for (i) duplication of functions across units, (ii) multiplicity of intersecting lew:rels
of authority, which slows decision-making, and (iii) poor accountability and performance evaluation,
which reduce the incentive for executives to undertake risks.

v)
its co0

» Summary

@ The word organisation has two common meanings. The first meaning refers to the process of orga-
nising. The second meaning signifies the institution or group which comes into existence as @ result
of organising.

= The organising process involves a number of steps, viz., consideration of objectives, grouping of
activities into departments, deciding which departments will be treated line and which will be treated
staff, determining the levels at which various types of decisions are to be made, determining the
span of supervision and sefting up a coordination mechanism. There are a number of principles of
organising, which should be remembered in the process of organising.

& The organisation structure is made up of various departments. Departmentalisation is the grouping
together of similar or logically related work activities. There are several bases of departmentalisation.
This departmentalisation is usually shown on an organisation chart.

& Two broad categories of organisation structures are classical and behavioural. But none of them can
be said to be useful in all circumstances. Hence a contingency view of structures is gaining ground
nowadays.

% Dale Zand believes that even in a classical organisation, the mode to solve ill-structured problems should
be behavioural. Similarly, for solving routine or welkstructured problems, the mode should be classical,
even if the organisation structure is behavioural. He calls these modes “collateral organisation”.

% Committees play an imporfant role in many organisations nowadays. These can be either executive
or advisory. There are a number of advantages and weaknesses of committees. Suggestions for
making committees effective include: (o) the need for the chairman to be fair and firm; (b) the need
for members to behave like a team; (c) the need to keep the number of members very limited; and
(d) the need to carefully select members from all departments.
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& Recent phenomenal growth in electronic communication has given rise fo the concept of vy

organisation. The essentiol feature of this organisafion 1S

that it has no office as such becaysa i

executives with mobile phones and laptop computers con work ot any ploce and at any fime.

A team is a small group of people \ﬁ!h sk
ways. Its chief sirength lies in the dictum

il diversity. It differs from @ formal work group in |
“Together Everyone Achieves More”. Social locfing OHdC'

sucker effect are its principal weoknesses. There are three brood types of teams: project teqm
problem-solving teams and permanent work teams.

Span of Manogement  If is the number of

subordinates who report directly fo a manager.
Departmentalisation It is the grouping of work
activities, so that similor and logically related
octivities occur together.

Mechanistic Organisation Structure It is usually
a pyromidshaped structure, with centralisation of
cuthority at the fop, speciclised tasks, hierarchy

of command, narrow span of supervision cnd

» Key Terms

people grouped according to their sccial needs.
Social Loafing This is the tendency of some
taom members to under-perform on the belief thot
this will go unchecked, when mixed with the totq|
performance.

Virtual Organisation  This is an organisafion
which has no office as such because its
executives, with mobile phones, lap top
computers and videoconferencing, can work at

intense division of labour.

Organic Structure It is a flat structure with @ wide
span of supervision, more decentralisation, lifile
speciclisafion and hierarchy of command and

any place, and ot any time. They can use this
synchrenous technology to create o worldwide
informational network, employ this network to

outsource cll their non-essenfial activities, and

focus cn their core competence.

QReview Questions

-l
o2
. 3.
s 4.

5.

O o =

4

Define the term, “organisation™. Give its characteristics.

What are the important steps in the process of organising?

Explain the important principles of organising.

Distinguish between organisation as a “structure” and as a “process”.

“Sound organisation structure is an essential prerequisite of efficient management.” Discuss this
statement and point out the various principles which should be followed in developing organisa-
tion structures.

“Organisation charts provide a broad picture of positions of authority and their relationships in
the organisation structure.” Critically examine this statement.

. What fs meant by departmentalisation? List different types of departmentalisation.
. Describe a matrix organisation. What are its advantages and disadvantages?
- Account for the widespread use of committees in management. Examine the merits and demerits

of committees.
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10. What do you understand by “g Gogreares

an organisation structure? Pan of managemene~ How is this taken into acoomunt 18 prepert
1. Briefly describe Graicuna's theg
this theory? Describe those fact
12. Why is it that span of contro}
tive level?
13. “No one organisation structure is bes
14. Write short notes on:
(2) Virtual organisation
(b) Collateral organisation
(¢) Organisation chart
(d) Linking pin function
(e) Team
Match the following:

(a) Classification of organisations according Alfred D. Chandler
to cui bono criterion. ' -

(b) Determination of organisation structure Pensis Likent
according to strategy.

(c) Consideration of the number of Jozn Woodward
relationships in determining the span
of management.

(d) Interlocking of groups. V.A. Grzicunzs

(e) Consideration of the type of technology Lyndall Urwick
used in determining structure.

(f) Connection between committees and Blau and Scout
democracy.

[(a) Blau and Scott, (b) Alfred D. Chandler, (c) V.A. Graicunas, (d) Rensis Liker, (2) Joz
Woodward, (f) Lyndall Urwick]
16. Describe the characteristics of an autonomous work team.
17. Fill in the right words:
(a) Establishing sales districts, each headed by a local manager, is an example of departmen-
talisation by :
(b) When the major consideration is on being better able to serve different categories of buyers
of the firm’s products, departmentalisation by deserves serious consideration.
(c) Grouping all punched-card keypunching machines in one area, even though severzl depant-
ments are served, is an example of departmentalisation by
(d) A narrow span of management results in 2 organisation.
(e) If A has three subordinates B, C and D the number of direct group relationships would be

f}‘ Oftht € - !
oE h" Upenior-subordinate relationskip, What is the wescness o
© ustally determine the span of managermen of 2 TR

at the chi >
chief executive level is usually narrower thang that & o=

t for all situations™ Explain,

—
n
v

(f) Matrix organisation violates the management principle of .
[(a) Territory, (b) Customers, (c) Process, (d) Tall, () Nine, (f) Unity of Command]
¢ 18. Describe the strengths and weaknesses of a team.
s 19. How is a team different from a traditional formal work group? Explain.
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4

@'ojects
1. Compare the organisation structurcs of some companies and discuss their appropriateness f,,
Liea Goripn o | hospital differs substantially from the design of

2. “The organisation structure of a typical genera

other large-scale organisations.” Discuss. . ' .

, 3. What drawbacks and inefficiencics would be encounlcrc(.i ifa la'rge, geograghtc:'illy dispersed chajp
[ of fifty bakeries decided to use an exclusively territorial basm‘ fox_‘ orgafnsatlon at all Operating
levels below the presidency? At what points in such an organisation might a case be made fo,

' some use of process, product and

functional basis of departmentation?

CASEs

e
= e e

- f LR
e S B

1. Desicning AN ORGANISATION STRUCTURE
arge company in a high technology

Hari Mohan has a position on the corporate planning staff of a |
strategic planning for the company,

industry. Although he has spent most of his time on long-range,
he has been appointed fo a task force to reorganise the company. The president and the board

of directors are concerned that they are losing their competitive position in the industry because of
an outdated organisation structure. Being a planning expert, Hari Mohan convinced the task force
that they should proceed by first determining exactly what type of structure they have now, then
determining what type of environment the company faces, now and in the future, and then design-
ing the organisation structure accordingly. In the first phase, they discovered that the organisation

is currently structured along classic bureaucratic lines. In the second phase, they found that they
are compefing in a highly dynamic, rapidly growing and uncertain environment, which requires a
great deal of flexibility and response fo change.

Discussion Questions
(a) What type or types of organisation design do you feel this task force should recommend in

the third and final phase of the approach to their assignment?
(b) Explain how the systems and the confingency theories of organisation can each contribute

to the analysis of this case.
c) Do you think Hari Mohan was correct in his suggestion of how the task force should proceed?

What types of problems might develop as by-products of the recommendation you made in
Question 17 T

2. ScatAr CHAIN

|.ce Cool Private Limited was an ice cream manufacturing company employing about 100 persons
including persons at various levels of management. Because of increasing business, the company
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qeeded 10 sfrengl!mn its Uffmun!ing procedure particularly through computerisation. For this purpose:
the companY decided fo hire a new manager designated as assistant manager. The company invife
0 Jications ‘hf?l{gh press advertisement, After receiving the applications, it oppoinled a selection
commiltee ‘30“5'5""9"" members of fop management including business r'nanager Rakesh Mohan-
The commiftee interviewed several candidales and finally selected Bishwash as new Assistant Busi-
qess Manager Bishwash was neat, well dressed and quite articulate.
ishwash joined the company immediately and started working very hard.
offorts and even worked during holidays as he did not have any family responsi
eputation of being a dedicated and competent employee, his strong point being his k
accounting and computer system. He was reporting to Rakesh Mohan, the business manager Wno
0 quite impressed with his working.
At that time, the company had no computer system, and its accounfing procedures were in need

siderable improvement. Anil Kumar, the Managing Director of the company, directed Rakesh
to sales, no separafe ac

He used to put exira
bility. He gained the

nowledge of

of con
Mohan fo get the needful done. Since most of accounting work related

counting department existed and the work was performed under the direction of business manager.
gishwash was mainly appointed to strengthen the accounting aspects of the business. He was asked
o prepare a project report so that necessary changes could be made. In order to get the first
hand information about the problem, Bishwash began meeting regularly with Anil Kumar without
ihe knowledge of Rakesh Mohan. There was no aftempt to have secref meeting: Anil Kumar would
just call Bishwash in for a report without bothering fo tell Rakesh Mohan. The management team,
whose members were with the company for a quite long period had formed a tightknit group and
appeared satisfied with the company. They all worked together and the company prospered in spite

h continved and Rakesh Mohan was gradually

losing confact with the project and its progress. In fact, Bishwash was almost reporting directly
o the managing director though he was placed under business manager and retained his title of
assisiant business manager. Rakesh Mohan was now visibly upset over the development and was
olso concerned about Bishwash’s spreading share of influence. He started feeling let down in the

company.

|
| of fierce compeition.
i The meetings between Anil Kumar and Bishwas

Discussion Questions
(o) What is the nature of problem in this case?
(b) Could Rakesh Mohan have prevented Bishwash’s assumption of power? If so, how specifi-
cally, could it have been done?

[c) Suggest the course of action now available to Anil Kumar, Rokesh Mohan and Bishwash.
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P LEARNING OBJECTIVES

This chapter will enable the reader to:

« State the importance of and need for proper staffing

o Define manpower planning

o Describe job analysis as the method to know the kind of people needed

+ Describe the short-term and long-term manpower planning to know the exact number of people
required

o Discuss the sources of recruitment

o Explain the steps in the selection process

o Describe placement and induction

o Relate manpower planning in India

o Examine staffing from a global perspective

It is important to havé #good organisation structure, but it is even more important to fill the jobs with
the right people. A company may be successful with an organisation structure that is very far from
the best, but it will never be able to get off the ground if the people who run it and those who do the
actual work are incapable. '

Filling and keeping the positions provided for by the organisation structure filled with the right people
is the staffing phase of the management function. It includes several sub-functions:

I. Recruitment, or getting applicants for the jobs as they open up.
2. Selection of the best qualified from those who seek the jobs.
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3. Training those who need further instructions to perform their work effectivel
promotions,
4. Performance appraisal, since it serves as the basis for job change or promotion,

3. Administration of compensation plans, since it is an important factor in both getting and ho)y:
qualified people. Oldin

yorto quallfy r(}r

This chapter deals with the first two sub-functions only. The remaining three sub-functio
discussed in Chapters 12, 13 and 14. e
All managers have a responsibility for staffing. The board of directors performs the stafy;
function by selecting the chief executive. The chief executive discharges this function when he seleng
a production, finance or a marketing manager and the manager does likewise when he selects ]:i:

subordinates. Even the foreman or first level supervisors have a staffing responsibility when they se|
the rank and file workers. "

IMPORTANCE AND NEED FOR PROPER STAFFING ‘

It is estimated that the labour costs constitute from 25 per cent of the production costs to 40 Per cent
of the selling costs in manufacturing enterprise. Therefore, a business cannot be successful for any
length of time unless it is capable of bringing in and developing the right kind of people. There are 3
number of advantages of proper and efficient staffing. These are as under:

1. It helps in discovering talented and competent workers and developing them to move up the
corporate ladder.

2. It ensures greater production by putting the right man in the right job.

3. It helps to avoid a sudden disruption of an enterprise’s production run by indicating shortages of
personnel, if any, in advance.

4. It helps to prevent under-utilisation of personnel through overmanning and the resultant high
labour cost and low profit margins.

5. It provides information to management for the internal succession of managerial personnel in the
event of an unanticipated turnover.

MANPOWER PLANNING

Manpower planning is the sine qua non of all successful staffing. According to Geisler', manpower
planning is the process by which a firm ensures that it has the right kind of people and the right number
of people at the right places at the right time, doing work for which they are economically most useful.
From this definition it is clear that manpower planning is a vital tool in the hands of management to
control labour costs by avoiding both shortages and surpluses of personnel in an organisation. In large
organisations, this function is performed by the personnel department.

' E.B. Geisler, Manpower Planning: An Emerging Staff Function (N.Y.: AMA, 1967).
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der 1o be able
first of all has

¢ Kind of People

ngh { manpower planning b o
ma / anni 1 !
he P C;—'; ?hc qunl;iﬁcali([:m nclcltglcdcllf:t::c g“ll; decisions on right kind of people. In or
! ey clthe requi . B
Jetc . : L Jutrements of jobe n
0O e the jobs, write job descriptions and prepare job ﬁpcciﬁcjmib(:r;:hc s

0 3[13].

Job sﬂﬁl."Sis s dlhl.; pr:;;;s :]): 2::::‘5 of \,V!'id‘ a description is developed of the present methods and
poe y solfillokfo:.vlcdéc 'jld ctpi?'?cdr:hons in which the job is done; relation of the present job (0
_ iobs; SKIth R ce requirements T :
other J ob and health hazards, if any, in the job. o theob;peslopmnce standards EXpeC
:jsiv?;zcizng:y getting Ofgﬂniscd around cross-functional teams which require

Joyees ibilities (:i gOmpct.cnc;c's to be able to move easily from one job to another,
soulder el ol tal;‘ ¢ flexible in their behaviour. Organisations pay employees for
;hgir Cﬂmpae,"cms,an just for performing a specific job. There is, therefore, a shift in the focus
Fjob analysis: Itis no;v marz WOrker-fOthssed than work-focussed. It tries to know more about the

r an employee than about his work-specific skills. This new trend has come t0 be known

tencies 0
rency-based job analysis.

3_:(,’0”: L .
Job analysis 15 lqtended to _reveal what is actually done as opposed to
Tperefore if a man is found dotflg some activity not required of that job, it s
The purpose of job analysis is not to describe the ideal, but to show the management

e job analysis _
o 3t 1hE moment the conﬁnruent parts of its business are being carried out.
on concerning the job can be obtained from a number of sources suc

The informatio! ng the h as observation
f workers, interviews, questionnaire responses, published manuals, etc., knowledge of the materials of

ork 2nd actual perf"onnaflcc-of work. It has been found that whereas the questionnaire is best suited i
1o clerical workers, interviewing is best suited to shop workers. Observation is particularly desirable |
erations are prominent and where the work cycle is short. Working conditions and

the
of * +adays: work

NO )
having 4
Cmp d nc“. l-cspo

what should be done.
hould still form part of

where manual op )

hazards are better described when viewed personally by the analyst.

Job Description

The results of a job analysis are set down in the job description. The lower level job descriptions
while higher level descriptions

d tangible duties and day-to-day assignments,
d so naturally are descriptions of intan

ty. They say little about the more subtle
t provide for the discretionary aspect

| an uncomfortable feeling that there
ts the use of the Role

centre directly aroun

sre more closely related to organisation planning an gible
interrelationships, overall responsibilities and lines of authori
ond informal expectations of the role. For example, they may no
of a manager’s job. The result is, therefore, to give the individua

are things left unsaid. To overcome this shortcoming, Prof. Ishwar Dayal® sugges
Analysis Technigue, which includes the following steps: B

. The manager lists his activities consisting of the prescri
incumbents, and his immediate superior question him on the
confusion in their perceptions, the ambiguity is cleared.

bed and discretionary elements. Other role
definition of his task and if there is

 fshway Dayal, New Concepts in Management (Bombay: Lalvani Publishing House, 1970).
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2. The numngcr lists his expectations from cach of those other roles in the
most directly affect his own work. Others in the group also state their ex

Broup whicy,

diqc‘ Rai : pcctati[)ns ang c ft:tl‘
Scussion, all of them arrive at an agreement among themselves in their mutual

; : : . ex Ta
3. The manager then writes up his role which consists of all aspects of his work pcchlions,

:T'hls tcch.mque allows the managerial group to work out interpersonal problems more effe
I1s otherwise possible through a job description.

Job Specification

A job specification (also called man specification) is a statement of the minimum acceptable |,
n

>

qualities necessary to perform a Job satisfactorily. Making job description as its base, jt la
abilities and qualities that a worker should possess in order to hold the job in qucslion’ Thcys dowp
Phcsc abilities and qualitics varies according to the company and the uses to which thc.job Scxa.:;t hsl.o
IS to be put. The American Ritz-Carlton Hotel Company which identifies the trajts and qu;l:]?&:ica;.]?
0 itg

successful employees in a range of specific job categories uses this in formation for preparing behay:
profiles that become its hiring criteria, Viourg|

Right Number of People In
(a) Short-term Manpower Planning

This planning relates to a period of 2 years or less and is done to find a temporary match betwee
the existing individuals and the existing jobs. It aims at quick removal of anomalies in postings an:
placements. The following are the steps involved in this planning;

1. The first step is to identify the weak and strong incumbents. Weak incumbents are those whose
skills fall short of their job requirements. Similarly, strong incumbents are those whose skills far
exceed their job requirements.

2. The second step is to set the above anomalies right. In the case of weak incumbents this can be
done by:

(i) assigning difficult parts of their jobs to others;

(ii) improving them through short-term training or counselling; and
(iii) replacing them by other individuals.
In the case of strong incumbents the anomaly may be set right by giving them more skilled and
difficult jobs. But in no case should their higher skills become a curse for them.

3. The final step is to think of persons who can be given additional charge of posts falling
unexpectedly vacant due to sudden death, resignation or transfer of the original incumbent.

(b) Long-term Manpower Planning

This is done by making forecasts. Forecasts of future manpower demand and supply can be made for
a period of two to five years. If the periods selected are too long, it is difficult to have an accurate
manpower forecast in view of the inability to predict effectively the likely changes in the economic,
social and technological spheres.

For forecasting the number of rank and file workers needed at the end of a particular period, it is better
first to make a forecast of sales. On the basis of the sales forecast, we know the schedule of production
for various products and the total quantity required to be produced during the particular period. When
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{ various departments i gee |
+ output © seertnined, the roquirementy of manpower to ennble the varous

¢ to attain the required oy .
dcparﬂi‘lf:: Productivity Inlcrcnscs (Itf:: Itum' h-c very easily estimated on the basis of average puulm:tivily
r wor k ers. Similarly, o firm's poli ‘" technology or other factors may result in the requirement for
or WOr ¢y to :{;wp some workers in rescrve may increase the number.
¢ Workers at the end of a particular period, first of all,

¢ forecasting, the supply of rank gy
imber should be ;
i current N known from tho Hyman Resource Inventory, which stores information
skills, experien

o o each worker’s knowledge,
; ce, wo jon and 50
computerised human resource inventory is ealled U Hitany, poetla for proees

' i . a Human Resource Information System. Next,
;‘e following factors should be considered 1o reach the urce Inform y

final estimate:
, Employee mov

ce movement out of the firm ¢ i
, Employee moven m due to resignations, retir ver, elc.
o Employces possible deaths and absentecism e

, Changes in employee productivity and utilisation as a result of training and development

Once an Ofgﬂms"“"‘““:‘ﬂsl forccas't human resource demand as well as human resource supply, the
pext step is to compare the two. This may result in one of the followin

, Human resource supply = Human resource demand
, Human resource supply < Human resource demand (deficit)
, Human resource supply > Human resource demand (surplus)

¢ conditions:

A discrepancy between demand a“d_ supply requires that action plans should be developed to eliminate
it (see Fig. 11.1). In case ‘h? supply is more than the demand, the action plan would consider how to
et rid of the excess hands, Le., Whetl]cr through derecruitment (which includes premature retirement,
discharge and lay-.Ofﬂ or attrition (which means not filling up the vacancies caused by resignations and
retirements and giving the extra work load to existing employees) or outplacement or reduced work
pours. In out/placement the organisation helps employees in several ways (such as career counselling,

resume preparation, interviewing workshops, and retraining for other jobs) in finding alternative

Fic. 11.1 Demand Supply Comparison and Action Plans
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Sometimes, although the demand is equal to supply yet lhcrc' may be need for ap action
reduce hands in some parts of the organisation and at the same time add to some other partg
called right sizing,

Plan to
Thig is

In case the demand is more than the supply, action plans woul(.l provlidc-f(.)r meeting the sho
through recruitment, overtime, benching, and so on. Benching is maintaining a large num ge
employees as reserve, Some IT companics which maintain such reserves draw em
reserves as soon as they win large contracts,

r
ployees from lhe::

Once the requirement of manpower is known, the process of recruitment start
the process of identifying the sources for prospective candidates and to stimulate them to apply for the
jobs. In other words, recruitment s the generating of applications or applicants for specific POSitiong
According to Dalton E.McFarland®, it is the process of attracting potential employees to the company i

The management should have a proper plan of recruitment regarding the quantity and quality {.,f
personnel required and the time when it is needed. The process of recruitment an

d the cost involved jp
it depends on the size of the undertaking and the type of persons to be recruited.

S. It can be defineq 5

Sources of Recruitment

The sources of recruitment can be broadly classified into two categories: internal and external. Intema]
sources Tefer to the present working force of a company. Vacancies other than at the lowest leve] may
be filled by selecting individuals from amongst the existing employees of the company. Among the
more commonly used external sources are the following:

1. Re-employing former employees  Former employees who have been laid-off or have left for

personal reasons may be re-employed. These people may require less initjal training than that needed
by total strangers to the enterprise.

3. Applicants at the gate  Unemployed persons who call at t

he gates of the factories are interviewed
by the factory representative and those who are found suitabl

e for the existing vacancies are selected.
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orce,
trong laboyy Union

S May also be (o
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!

Labour unions  In companies wi), S
I sintment by their labour uniong, Thi

S, Persons are sometimes recommended for
\anagement,
. and the n
unmn

¢ IN pursuance (o an agreement between the

Evaluation of Alternative Sources

: ot fill all its v, i .
A compan) ;a:,r;ighing their cg:f;;:;; frc-m? One single source, ¢ must carefully combine some of
these SOUTCE ) kfoite %olloxvin » exibility, the quality of mep they supply, and their effect on
the present WO ' § are some of the measures which can be used to assess how good or
how POOT VArious sources have proved to pe. ‘ &

Time lag between requisition and placement
Recruitment ratio, that is, the number
Employee attlmlee studies to discover the reactions of present employees to both external and
internal recruiting

Correlation between.dtfferent Sources of recruitment angd factors of success on the job

Data on turnover, grievances, and disciplina i

recruitment to throw light on the relative m
6. Gross cost per hire. This is arrived at by di
individuals hired.

e

erits of each source,
viding the total cost of recruitment by the number of

Internal vs External Sources of Recruitment

From the point of view of its impact on motivation
particularly when an adequate number of
Similarly, if the management wants its w

» recruitment from external sources is not desirable,
qualified persons is already available inside the organisation.
orkers to improve their prospects by participating effectively

¢ process of production, it is desirable to follow a policy of
recruitment from within. This is because an outsider who lacks knowledge of products and processes of

production cannot participate effectively. Again, if the training and specialisation needed for a job are
of a level possessed by its own employees, the organisation may decide to recruit people from within,

On the other hand, when the internal candidates are too advanced in age, it may become imperative
for the management to tap outside sources for recruitment. The need for originality and initiative may
also determine this policy. If the management feels that this originality and initiative can be had only
by recruiting people from outside, it will naturally not like to recruit people from within. To insure a
balance should be one of the main concerns of management.

Advantages and Disadvantages of Internal Recruitment

We give below the advantages and disadvantages of recruiting from “internal” and “exteral” sources.
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Advantages Some of the advantages of internal recruitment are as under:

A sense of security develops among the employces

¥
& ‘ e

2. Employees remain loyal to the organisation

3. People recruited from within the organisation do not need induction training
4

. Employees in the lower ranks are encouraged to look forward to rising to higher positioy, ;
in the

concem

Labour tumover is reduced
People are motivated to become
Valuable contacts with major supp
A better employer-cmployee relationship is established.

Disadvantages The method of internal recruitment suffers from certain disadvantages. These are.

1. This method limits the choice of selection to the few candidates available within the enterpri
se,

cfficient
liers and customers remain intact

e I Y

2. It may encourage favouritism and nepotism.
3. It may lead to “inbreeding”, resulting in promotion of people who have developed a respect f
or

the tradition and who have no new ideas of their own. It is generally the new blood which brin

in new ideas. Bs
4. If 2 concemn is extending its activities into new lines, internal candidates may prove unsuitable

for new positions. This may involve extra expenditure in imparting necessary training to them

Advantages and Disadvantages of External Recruitment
Advantages Some of the advantages of making recruitment from outside sources are as follows:
1. Under this method, new blood brings with it a fresh outlook, originality and new ideas. Old habits

are replaced by new ones and the concern becomes more dynamic.
2 The field of choice becomes very wide. Hence there is the possibility of selecting people with

rich and varied experience.
Disadvantages This method also suffers from certain disadvantages.
1. If a2 concern makes recruitment from external sources, its employees generall

their morale is adversely affected.
2. The present employees may lose their sense of security and become disloyal to the employer.

3. There is a greater turnover of labour.
4. There is deterioration in the employer-employee relationship, resultin

and lock-outs.

_

Importance of the Selection Process
Whereas under recruitment the manager identifies the sources for prospe
them to apply for various openings in his organisation, under selection h

11 those who do not stand up to t

with the requirements of 2 job and eliminates a
are several advantages of a proper selection procedure. As the employees are p

which they are best suited, they derive maximum job satisfaction and reap maximum wa

y feel frustrated and

g in industrial unrest, strikes

ctive candidates and stimulates
e compares their qualifications
his comparison. There
laced in the jobs for
ges. Labour

—
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and the overall efficlency of the orgartisation I8 increased. And finally.

duced _
between the employer and the employecs,

er 18 3

ulIrﬂt(i‘:mshi develop
J

. e Selection Procedure

jn t

ep’ is no standard procedure adopted by all organisations, the following is an example of @
pP L ion blank '

I Mm:f?;:tcr\’icw of the candidate

it M

2 pployment (st

ML ocking references o

4 (: cal of medical examination

;l Fin:;l interview

APP"CUHOH blank : hi
" ¢ the “application blank” by the candidate is the first step in the process of selection. In this
filling © applicant gives relevant personal data such as his qualification, specialisation, experience,
formt m cwhich he has worked, etc. The application blanks are carefully scrutinised by the company

s “;crcn ce to the specifications prescribed for the jobs to decide the applicants who are to be called

with ¢
for interview:
. nitial interview | o

: who are selected for interview on the basis of particulars furnished in the application blank

called for initial interview by the company. This interview, according to Mandell,* is thc' most

.m tant means of evaluating the poise or appearance of the candidate. It is also used for establishing
im

friendly relationship between the candidate and the company and for obtaining additional information
. n];,;iﬁcation on the information already on the application blank. The interview must be properly
o;afmed and the interviewers, consisting of specialists in different fields, must make the applicants feel
4t ease, discount personal prejudices and note their opinion about the applicants interviewed.
3, Employment tests
For further assessment of candidate’s nature and abilities, some tests are used in the selection procedure.
Psychologists and other experts have developed certain tests by which a candidate’s particular traits or
abilities, his likes and dislikes, his intelligence, manual dexterity, his capacity to learn and to benefit
from training, his adaptability, etc. can be estimated. There are several types of tests that are used in
selection procedure. The more commonly used are:

. (i) Aptitude test This test measures the applicant’s capacity fo learn the skill required for a job.
- Ithelps in finding out whether a candidate is suitable for a clerical or a mechanical job. His test helps _
in assessing before training as to how well the candidate will perform on a job after he is given the | |
necessary training.

(if) Interest test This is used to find out the rype of work in which the candidate has an interest. l
For example, whether a candidate has a liking for a sales job requiring contact with other people can be

i
MM.Mandell, Selection Process: Choosing the Right Man for Right Job (Bombay: Taraporevala, 1964).
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flslics[scd by means of this test. An interest test only indicates the interest of a candid
JI(J) - It does not reveal his ability to do it. Interest tests are generally used for vocq
sually, well-prepared questionnaires are used in interest tests.

e \-‘H’fﬂcbles of Management

ate l'or a
: Antj.
lionga| coun-'icll?la'
n

(iii) lntfalligence test This test is used to find out the candidate s intelligence, By i
lh.c cnndldattf § mental aleriness, reasoning ability, power of understanding, etc, are jﬁ:jn thi ’
examples of intelligence tests are: reading and summarising a paragraph in the allotteq tim:d' Som;

.

!.0 to 15 words that begin with the same letter in one minute, adding up of some figures in tha """'ling
time, and so on, L e ot

(iv) Trade or performance or achievement or job-specific test This test iS used ¢,
the candidate’s level of knowledge and skill in the particular job in which he will be appoint (:;r!eas“'e
he is finally selected. It may be of 3 types: #6In cagy

(a) Performance work sample test
(b) Written work sample test
(c) In-basket test.

In the performance work sample test, the candidate is asked to do a simple operation which ;
part of, or similar to his proposed job. For example, a candidate for a driver’s post may be as(;( :js :
drive the vehicle to assess his proficiency, or a typist may be asked to type out some letters to ﬁns v
his speed and accuracy, or a candidate for a post of salesman may be asked to attend to a pr-:bspect?v:l t
customer who enters the shop. )

In the written work sample test, the candidate is required to give answers to various questions i
writing. In-basket test is a type of simulation applicable to management performance. It consists of ap
assortment of items such as a manager might find in an in-basket—letters, reports, memoranda, notes
and related materials. The candidate is asked to note down what action he would take about them if
in a manager’s job.

(v) Personality test Personality test is used to measure those characteristics of a candidate which
constitute his personality, e.g. self-confidence, temperament, initiative, judgement, dominance, integrity,
originality, etc. Personality tests are very important in the selection process, particularly in the case of
appointments to the posts of supervisors and higher executives. In a personality test, the candidate may
be asked to answer a series of questions and from his response, his personality may be judged or in
some special test situations, the candidate’s reaction may be assessed, or the candidate may be asked
to grade his own examination papers in order to know his honesty.

4. Checking references

If the candidate has been found satisfactory at the interview and if his performance is good in
employment or proficiency tests, the employer would like to get some important personal details f:bout
the candidate, such as his character, past history, background, etc. verified from the people mcnt:onf:d
in the application. For this purpose, the employer may also contact his friends residing in the lot_:ahty
where the candidate is residing or he may contact the present or former employers of the candldz.lw-
With the increase in the percentage of fake resumes, seeking the help of external screening agencies,
which undertake verification of educational and professional qualifications, pre-employment status and
past criminal records of job applicants, is gaining ground.
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A or mcdic..'ll examination is :}nmhcr step in the selection procedure. The objectives of this
physic? on are: ()10 check the physical ﬂ“lCSR of the applicant for the job applied for; (ii) to protect
t\.unmﬂ o against the unw:!mmlcd clmmﬂ for compensation under certain legislative enactments,
o’ u: ‘\\'urlumcn's Compensation Act; and (iii) to prevent communicable diseases entering the business

h )rsf

.

an

L\‘“‘Tm'

pinal interview |

6 jew 1 conducted for those who are ultimately selected for employment. In this interview, the

i c . ‘ .
ot :2:5 candidates are given an idea about their future prospects within the organisation.
selec

rocess of placing the right man on the right job is called placement. A worker should be placed on
TheP . on where there is full use of his strengths and all his weaknesses become irrelevant. A misplaced
Posmis always a frustrated individual. His morale being low, he never gives his best to the organisation.
N this, such an individual also hampers the work of his colleagues in the organisation. Proper
ment reduces labour tumc?ver,'a.b_senteeism and accidents. Sometimes, however, newcomers are
e . bs which are below their abilities, the purpose being to teach them the importance of humility.
gm}: other hand, if they are given demanding tasks, they intemalise high standards of performance
Ondlarc better prepared for future assignments.
an“ should be noted that placement is nof a pfoblem when people are selected for specific jobs. The
roblem arises only when the number of ava:lab.le jobs is large relative to the number of selected
individuals, o when large scale transfers or promotions of already employed individuals are being made.

TRANSEER W S0 By 0 S

According to Schein®, the organisation can be viewed more usefully as a three-dimensional cone, rather
hzn only as the traditional hierarchical triangle. The three dimensions of the cone represent the ways
anindividual can move through the various parts of the organisation. Vertical movement is hierarchical
change in one’s formal rank. It may be either promotion or demotion. Radial movement is movement
toward or away from the organisation’s central core or inner circle of power. Circumferential movement
is a transfer to a different division, function or department. With each movement, the individual is

socialised to fit into the new position.

INDUCTION (ORIENTATION)

A new employee very often comes to suffer from the Reality Shock Syndrome when he discovers
that there is a great disparity between his initial job expectations and the hard realities of the job. For
erample, he may find that there is low initial job challenge, low self-actualisation satisfaction, lack of

e
Edgar H. Schein, Journal of Applied Behavioural Science, 7, No. 4, 1971,
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performance appraisal, and 0 On. Induc
social setting of his work. This s.hnuld t
employee with his new surroundings, anc
favourable attitude towards the company.
is generally divided into two phases. In :- P
which provides the employee all sorts 0

to the following subjects:

Company history, products and major operations

Geography of the plant . .
Stmf{ufc ﬁf the organisation and functions of various dcparlrtlcrtllts I
General company policies and regulations regarding wagcs'dn pay » hours of work "
overtime, safety and accidents, discipline and grievances, uniform and clothing, anq Pﬂrking
' i ' ilable
e Economic and recreational services avai '
e Opportunities for promotions and transfer, suggestions system, etc.

tion is the process of uccli‘muliﬂi‘!{BlﬂI'}*fWrcmﬁ!'lJ{ﬁ? 10 (e Ney
ake into account two major 'UbJ‘-‘c H'd ) ";“ larising yp, nc#
| company rules un(l. rcgullmmns, and ( n').t cycl()pl{lg in Iim"f
To achieve these (Win oh!ccls, the complete Inductioy, mﬂ"
he first phase, induction is done by the personne] ¢, ‘

ation relating to the company. This commaonly 'cl'n:'
ey

e & o 9

It is believed that the above information helps the new employee to become more effectiye in hig
job. ‘ o

] In the second phase (called the buddy system or the sponsor system}, induction is done by the
supervisor, or by some senior person who is known as the mentor. The aim

new employee, a favourable attitude towards the company. The followin
followed in this phase:

here is to dcvclop in the
8 ten-step programme is

Greeting the newcomer cordially

Displaying a personal interest in the newcomer
Reviewing his terms of appointment

Showing the newcomer around

Giving additional information

Explaining the importance of his job in relation to other jobs
Introducing the newcomer to the rest of the work-team
Telling the newcomer his duties
Selecting a person who can assist
Following up frequently

Some indicators of fau]
for transfer, absenteeism,

the newcomer on the job

ty induction are: low morale, low

: productivity, more accidents, quits, requests
and various sorts of complaints,

MANPOWER PLANNING IN INDIA

Barring only few big organisations -
2k manpowe ;
organisations i the past Power planning has never been

- In recent years, ho P ;
the following reasons. years, however, focus on manpower planning is increasing due to
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: their acyy |

) ol 'nll J - !

et 10 “| I\ I‘m. 0 Ilu Y months ang s time {s “‘;’;:"I‘:; ;\t Any point of time. These workers are ‘
. ) . \ 4 b, [ 1] - - i |

thewe v e - the profile of e Workforee iy tc:nm a}thc pmpond 1

W ol age, sex, education and socia

. Athas become ol :

I\.!\L}‘““"“l ‘ e highly diverse With a need 1o « ‘ ) o e
and motivating employeey belonging 1o dillereny 10 Customise strategies for hiring, retaining
i Rroups.

1 There W dgnlmml for ehange iy eeniment procedures £ -

anions, pulnu‘nm and sons of (he soil, Fes from various pressure groups such as
New laws are being enacted wiy regand 1o workine «
Children, czmm! and contract labour, handie g C
roservation 18 Tikely to affect the choje
certain sectors,
Epormous increase in the number of
aypenditure on recruitment and on (he
and recruiting individuals longer,
7. Number of m‘islits Who are unable 1o adjust in the new envi is ine. Thei
dissatistaction is usually finding expression in high rates o hbq::t\l"_‘\nmen; 18 Ingtazxzﬁ. 2ir
with & turnover rate of more than 3004 are an in‘stancc\in ‘wi‘m S fumost T
There is greater demand for intemal promotions and enrcr:: la‘nn‘
9, Under the existing laws incompetent employee i

e o S cannot be easily dismissed. Once recruited they
become & permanent liability of the organisation. ? ’

10, Many onganisations are reducing employee costs and increasing their flexibility by converting many
jobs into temporary or part-time work. This has resulted in the growth of c'ont-im:ent werifomc-.
i.e., workers who can be easily added or taken off, ) )

A brief description of how Hindustan Uniley
given below. ‘

First, with the help ot detailed organisation chart it is determined how
at what positions and with what kind of experience and training would be
objectives during the optimum planning period of five years,

Second, an audit of internal resources is carried out. This indicates the number of persons who possess
different or higher levels of responsibilities. It also reveals the overall deficit or surplus of personnel
for different levels during the planning period.

Finally, taking into account the actual retirements and estimated loss due to death, ill-health and
tunover, based on past experience and future outlook in relation to the company's expansion and future
growth pattern, the final figures are arrived at.

The planning is done every year for the coming five years. For instance, a plan is made from the
beginning of 2008 to the end of 2012, and the next year plan covers the beginning of 2009 to the end
of 2013. This reduces inaccuracy in forecasting,

The overall responsibility for manpower planning lies squarely with the Board of Directors.
Management at other levels is also involved in this process as they supply adequate data regarding
their manpower requirements. The personnel department’s functjon is to recommend relevant personnel
policies in respect of manpower planning and devise methods and procedures for determination of the
quantitative aspects of manpower planning.

This planning when done in respect of managerial categories in the company is called “management
| rt\"icwn.

-

onditions, weaker sections, women and
o 5}]‘[‘“' and scheduled castes. Legislation regarding
careens and also affect the supply of workforce in

\l i W AP L ' . .
“3:“\ NS per vacant post i, on the one hand increasing the
‘et making the lead time between receiving applications

e

er—a private undertaking—performs this function, is

many people, at what level,
needed to meet the business
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Sources of Recruitment in India

The different sources from which labour is recruited in India are as follows:

Internal Sources

In many l'frganisaliuns in India, at the time of new vacancies, preference is given to people f;

the organisation. Thus, at the Tata Engineering and Locomotive Company and at Hingy, oy ithip
outside recruitment is resorted to only when the requirements for trained personnel ca e ch"-
from the resources generated by the company's training scheme or by internal prc'mmiq::mnnol be me
vacancy has to be filled quickly. This ensures that in the company there is always a ladd: : : "
men with the right qualities can climb to higher levels. roy Which

External Sources

1. Badli workers Many organisations keep badli lists or a central pool of personnel from xo.:

vacancies can be filled. This has the advantage that the personnel can be tested out in diﬂ'e: ‘:l'“c}]
and listed according to the type of job for which they are best fitted. The disadvantage is that ﬁ:] Xhe
may create disputes regarding wages, holidays, permanency, etc. In this connection, it is signiﬁczsfo !
remember that any person employed for 240 days in a year is deemed to be in continuous employm o
for one full year which entitles him to claim compensation on being retrenched by the employer un;nt
Section 25C of the Industrial Disputes Act. G

2. Employment exchanges The Employment Exchanges (Compulsory Notification of Vacancies)
Act, 1959 which applies to all establishments, including factories employing 25 or more persons casts
an obligation on the employer to notify all vacancies but does not impose any obligation upon him to
recruit any person through the Employment Exchanges. Further, the Act does not apply to temporary
vacancies of less than three months’ duration and to vacancies involving unskilled office work or to
vacancies proposed to be filled by promotion or absorption of surplus staff. This source is losing its

popularity with each passing year.

3. Advertisement in newspapers Senior posts are largely filled by this method. Box number
advertisements sometimes do not draw good candidates who feel that it is not worthwhile to apply
without knowing the employer’s name. In ports and docks, advertisement is the normal mode for re-

cruiting skilled and semi-skilled workers.

4. Labour contractors and outsourcing Contract Labour Regulation Act prohibits use of tem-
porary workers if the work performed is core to the industry, or the process is of perennial nature. But
there is no clear definition of core or perennial work. As a result temporary staffing is fast growing in
India though mostly in the service sector. Companies in manufacturing, oil exploration, automobile,
fast-moving consumer goods, banking and IT now ask extemal staffing companies to provide them
temporary workers. Following are the advantages of employing temporary workers:

Their number can be quickly adjusted to needs.
They are cheaper than the regular ones.

They do not involve training costs. )
They are immediately replaced by the staffing company if they leave before the stipulated period.

This enables the management to focus on core activities.

emanthrajhemu.github.io



—

Statfing i L’;
Some esta |
ral of

bli _
Emplo Shiments Make armangements with the Industrial

heir trainees 1N accordance with the SDcciﬁcationspnr);I:: Zt al:d raining under which e Hlls:ippiy
; : iti mployi ; st
recruiting MB : Ploying agency. : ,
e practice of = g d As through CAMPUS interyiys i igcrgc cy. For managerial positions
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the hiring process. _

Walk-in interview is becoming popular among man
where there is a huge t.:lemand-supply mismatch in quality, ; Sy :
through several techniques, such as:

o by setting up kiosks at inTportant points for screening candidates;
o by announcing surprise gifts to every 50th or 100th applicant;
o by giving cash incentives and expensive gifts to the selected candidates; and

o by hiring even borderline candidates, and imparting to them 2-8 weeks’ training, after which they
have to clear a round of interviews, before they are appointed.

8. Employee referrals This source is also becoming popular among many Indian companies
(such as Hewlett Packard, Citi Bank, Hughes Software, etc.) for recruiting people at junior or middle
levels. The way a referral works is simple: if a job opening is advertised, the company’s employee can
recommend a friend or an ex-colleague. If the candidate is hired, the referring employee gets a reward.

9. Bureau of public enterprises One important agency in respect of first and second class em-
ployees of public sector undertakings is the Bureau of Public Enterprises which makes direct recruitment
to various positions in these categories. Recruitment to Class Il and Class IV positions is generally

undertaken by the heads of concemned departments because centralised recruitment is difficult in view
of the numbers involved.

10. Poaching or head-hunting This method is becoming very common now-a-days for tracking
people for key positions. Under this method a leading executive-search firm employs number of ploys
o obtain the bio-data of candidates who are already working on senior positions in certain organisations
and are rather unwilling to move to other organisations. After a careful'evaluation of the fit between the
candidates and the positions the firm persuades them to accept the positions in the new organisations.
Most executive search firms act on “contingency basis”, i.e., they get their fee on a candidate Jjoining
the client organisation. Some firms also act on “retainer basis” where they get their fee irrespective of
the outcome of the search,
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11. Advertisement on the net Following their counterparts around the world a num,

companies have riow started looking at the web as a means of recruiting professionals e(’:'Of Ndigy
like Hindustan Lever have a website of their own, which not only provides complete inf.om: Panjg,
the company, but also has an application form which can be filled and sent directly to the tion on
through the net. This method has the following advantages: t:"""lpau,),

(a) It is possible to give more information at a lower cost about the company on the net thar :
conventional advertisement. M in

(b) It is possible to casily reach those professionals abroad, mainly in the U.S., who are planp;
come back to India in the near future and are looking for good job opportunities here, R

Notwithstanding the above advantages this method is still in its infancy. The percentage of o,
audience who surf the net is very low. One reason which has hindered the growth of this mediypm :
the lack of proper infrastructure. Another reason is fear of disclosure. Candidates fear that by POT ]
applications on the net they will not be able to maintain confidentiality of their curriculum vilaeS i

Use of Trade and Psychological Tests by Indian Companies

Generally those seeking work as unskilled labourers are selected by the personnel officer or by b
representative on the basis of experience and personal judgement. In the selection of skilled and sep;.
skilled workers, companies use some kind of trade tests. The tests range from highly developed methods
in a few foreign-owned companies to a mere testing of the employee on the machine to see whethe;
he knows how to operate it. Indian organisations prefer to measure the applicant’s performance on the
job instead of relying on an indirect measurement of his skills through different kinds of tests.
Psychological tests which are extensively used in the United States are rarely applied in India. It may
be noted that as between the public and private sector industries the support for psychological selection
processes in Indian industries comes mostly from the former. In one survey® conducted in 1965 it was
found that 50 per cent of the government and only 14 per cent of private units were making use of

psychological tests to some extent.
Some important reasons which account for the unsatisfactory use of psychological tests in Indian

industries are as under:

1. To this day, there are few tests in use in the Indian industry which are standardised by Indian
psychologists for Indian subjects with national or at least regional norms. Most of the tests used
are foreign which have been adapted to Indian conditions on the basis of insufficient data. Several
tests developed by Indian researchers at the Psychological Research Wing of the Ministry of
Defence lie unpublished.

2 Tests are sometimes devised by persons who have inadequate knowledge of psychology. This
always proves disastrous to the enterprise and detrimental to the subject.

3. There being an unusually high number of applicants for every vacancy, the main problem facing
an employer in India is how to reject a majority of them without opening himself to the charge
of favouritism. The raison d’ efre of employing psychological tests in such cases is very often
to have a device for rejection rather than a device for scientific selection on the principle of the
best man for the job. This emphasis on rejection has prevented an appreciation of the positive
virtues of psychological tests.

¢ N.R. Chatterjee, A Study of Some Problems in Indian Industry, Department of Business Management and Industrial Admin-
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s SApE 1¢ Korean firms follow this mode. In polycentric staffing, HCNs
are hired for key positions in subsidiaries but not at corporate headquarters. In regiocentric staffing,

recruiting is conducted on a regional basis (e.g., recruit within Asia for a position in Thailand). In
geocentric staffing, the best managers are recruited worldwide regardless of their nationalities.

Expatriates Selection

Among the attributes that MNEs look for in an expatriate are cultural empathy, adaptability and
flexibility, language skills, education, leadership, maturity and motivation. A number of instruments have
been developed to assess the potential of aspiring international executives on the above dimensions.

Role-based simulations have become especially popular in recent years as a selection tool. These
simulations are either generic or country-specific.

» Summary

¥ The most important resources of an organisation are its human resources—the people who supply
the organisation with their work, talent, creativity, and drive. Thus, among the most critical tasks
of a manager is the staffing function. This includes manpower planning, recruitment, selection and
lacement of organisation members.
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» Key Ter'ms

Manpower Planning It is the process by which
o firm ensures that it has the right number and

kind of people, at the right place, af the right
time.

Recruitment It is the process of generating
applications from prospective candidates for
specified positions, from identified sources.

Selection It is the process of comparing the
qualifications of candidates with the requirements
of a job, and eliminating all those who do not

stand up to the comparison.

QReview Questions

1. What is staffing? Describe the importance and need for proper staffin

see in the problem of staffing for managers and non-managers?
selection. Describe the steps i

2. Differentiate between recruitment and
process.

3. Yff;iu have l_:een asked to prganisc the recruitment and selection of the office sta
office. Indicate the possible sources of manpower supply.

It is the process of acclimatising a

Induction
ew social setting of his

new employee to the n
work.

Outsourcing of Recruitment This is an imporfan!
ethod of recruitment under which companies
ask outside agencies to provide them temporary
workers of specified qualifications and for
specified time.

Poaching and Head-hunting This refers to
secrelly enticing an executive working in another
company, away from that company, to work in
one’s own organisalion.

g. What difference do you
nvolved in the selection

ff for a new branch
How can the relative merits of alterna-

tive sources of manpower supply be measured objectively?

4. Describe the various types of tests used for the selection of personnel.
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Hirine Ricut Person, Jos Anatysis ano Germine Weit-quauriep Empioyess
1. Hiring Right Person

Ramoji Rao is incharge of a bindery in Vijayawada, which employs fifteen people, five of whom
work in the factory. Three of these employees run machines, one supervises and the fifth moves the
blank paper and finished print by handcar. This fifth position, which demands no skill other than
driving a handcar, needs to be filled, and three applicants have responded.

The first is Mr Matti Anjaiah who is thirty-five, unmarried, and a Navy veferan. Anjaiah has poor
work record, During his five years in Vijayawada he has worked only as a seasonal labourer on
%ccasional odd jobs. He drove a forklift in the Navy, while working at Visakhapatnam. He has a
shong build, which could help, although the work is generally light.
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w WY - Principles of Management

1
b

Mr Nehal Singh, age twenly-two, came to Vijaywada two years back from Punjab, H
farm labour for many years and assembly-line work for one year. His command of én
(but can speak the regional language, Telugu, fluently). He resides with his mother and 59
to remain in the area for some time. After having run farm equipment he should hay
| steering a handcar.

B I Mr Vandaveeti Raja is a local boy who finished high school two years ago. Sybse

" got a diploma from a local institute and is currently employed as an assistant in Savqniq -‘Fe"ﬂ)’ e
Company, Vijayawada. His character references are excellent. Mr Raja is small, but he se )
and was track star in high school. oms qui

8 hqy
Ii.’oh is dohi
e ey,

€ no "0ub[‘

ck

i Discussion Questions

(a) How much consideration should be given to Mr Anjaiah’s poor work record? Sk
Mr Ramoji Rao check to verify it? ould

(b) How important is a command of English to the job? How quickly could Mr Nehgl Singh |
enough English to be effective? -

(c) Should Mr Nehal Singh be passed over because of his status as a recent migrant?

(d) Should Mr Raja get the job? Should his excellent character references be given more weight
than his inexperience?
(e} Who should be hired? Why?

2. Job Analysis

A manufacturing company is encountering difficulty in its job analysis programme. A new personne|
manager who joined less than a year ago, began the programme by asking employees to fill oyt
a job questionnaire. When answers came in, he asked supervisors to comment. Some supervisors
insisted that employees were not actually doing all they claimed. In some cases, supervisors admit
ted that employees were doing what they claimed but said that they should not be doing some of
the tasks.

The new personnel manager now finds himself faced with a difficult problem. He intended only
to find out what each job involved. Now he is being asked to settle arguments as to what should
be expected of jobholders and, even more difficult, what to do about employees who insist they
have long been expected to do more than their supervisors think they are doing.

Discussion Questlion
How should the personnel manager resolve the differences?

3. Getting Well Qualified Employees

RaGold India Ltd (RIL) is one of the fast-growing manufacturers of electronic goods in Hyderabad
(Andhra Pradesh). Because of the recent downsizing in most statelevel public sector undertakings
in Andhra Pradesh, each job opening in the state attracts five fimes more applications than it did
just a few years ago. An engineering position (thanks to over 225 engineering colleges in the state)
is likely to generate as many as 500 applicants. You would think that under such circumstances,
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