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Nature and Scope of Management 

INTRODUCTION 
The basic unit of a society is the individual. But no individual can satisfy all his desires 
himself. Therefore, he unites with his fellow-beings and works in an organised group to 
achieve what he cannot achieve individually. Human beings are surrounded by organised 
groups of many kinds, viz., a family, a play group, a work group, a school, a business firm, a 
government, etc. Management is an essential part of any group activity. It is a primary force 
within the group or organisation which tends to lead it towards the group goal. Management 
is required to plan, organise, co-ordinate and control the affairs of the organisation. It brings 
the human and material resources together and motivates people for the achievement of the 
objectives of the organisation. Without management resources of production remain 
resources merely and never become production. 

CONCEPT OF MANAGEMENT (Meaning and Definitions) 
In order to understand the concept of management, we must know the meaning of 

management. The term 'management' has been used in different senses. Sometimes it is used 
in the sense of managing the 'group of people' in an organisation, at other times, it refers to 
the process of planning, organising, staffing, directing, co-ordinating and controlling 
Management has been defined differently by different authors. 

Traditional Concept of Management 
Mary Parker Follett. "Management is the art of getting things done through others." 

Harold Koonz. "Management is the art of getting things done through and with help (t 
people in formally organised groups." 

The traditional view point of management is not appropriate in the present day 
environment. It is not possible to get things done from others by force. Workers are rather 
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educated, trained and motivated to perform their work in a better way. It is necessary to create 
an environment where workers themselves want to improve their performance. The 
traditional concept of management does not define the functions of management. 

Modern Concept of Management 
Management is an activity which is necessary wherever there is a group of people 

working in an organisation. Though people in an organisation have diverse functions but their 
aim is to achieve same goals. Management is also considered as a process of getting things 
done with the aim of achieving goals effectively and efficiently. 

Definitions by Different Authors (Modern Concept) 
Henry Fayol. "To manage is to forecast and plan, to organise, to command, to co-

ordinate, and to control." 

George R. Terry. "Management is a distinct process consisting of activities of planning, 
organising, activating and controlling, performed to determine and accomplish stated 
objectives with the use of human beings and other resources." 

John F Mee. "Management may be defined as the art of securing maximum prosperity 
with a minimum of effort so as to secure maximum prosperity and happiness for both 
employer and employees and give the public the best possible service." 

F.W. Taylor. "Management is the art of co-ordination of all resources through the 
process of planning, organising, directing and controlling in order to obtain stated 
objectives." 

Marrie and Douglas. "Management is the process by which a co-operative group 
directs actions of others towards common goals." 

Modern concept insists on the following : 

1. Process. A process refers to a series of steps necessary to get things done. These 
steps are planning, organising, staffing, directing and controlling. 

2. Efficient and effective performance. Modrn concept says that employees must be 
efficient and effective to accomplish their tasks. Efficiency is related to optimum 
utilisation of resources or no wastage of resources, both are essential for every 
organisation. Effectiveness refers to the achivement of targets in time. 

3. Achievement of organisational goals. Modern concept of management emphasises 
the achievement of organisational goals. All activities of the employees must be 
directed in such a way that the goals of the enterprise are achieved efficiently and the 
group goal should be the individual goal of every employee. 

Some Other concepts of management are discussed as follows : 

1. Management As a Noun. When used as a noun, management refers to all those 
persons who are concerned with getting things done through others. Thus, all persons in the 
organisation who have supervisory responsibility over others and the chief executive of the 
enterprise make up the management. For example, the Board of Directors, the Managing 
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= Gencral Manager down to the first line supervisor fall under the term 

Ikblits'mernerlt  As a Process. Management, when used as a process, refers to all that a 
ansamt_—_-= r . A manager undertakes various interrelated functions to make efficient use of 
NIONL2"- i: The management sets goals of the organisation and takes steps to achieve 
aarr, L„ :lions of planning, organising, staffing, directing, co-ordinating and controlling 

Ilui -w -_ne process of management. In the words of George R. Terry, "Management is a 
212%::-- consisting of planning, organising, actuating and controlling, performed to 
arr7,“ accomplish stated objectives by the use of human beings and other resources." 

process management has the following implications : 

Social Process. Management involves imteraction among people. There is a need 
for productive relationship for achieving the organisational objectives. Human 
factor is the most important aspect of management. 

e;.)  Integrated Process. Management brings together human and physical resources. 
Human efforts are integrated for bringing harmony in the organisation. 

kiii) Interactive Process. Various managerial functions are contained within each 
other. When we undertake one function then other functions may also be 
performed. When planning for goals of the business then standards for control are 
also laid down. 

Continuous Process. Management is a continuous process. All the functions are 
undertaken continuously. 

3. Management As an Activity. Management is an activity like any other activity such 
as playing, studying, teaching, etc. A manager gets things done through the efforts of other 
people. In the words of Harold Koontz, "management is the act of getting things done 
through and with people in formally organised groups." The business objectives are achieved 
by directing the efforts of others. 

Managers generally perform the following activities : 

(il Interpersonal Activities. Management involves getting things done through 
others. A manager has to interact with his subordinates as well as superiors. He 
has also to keep liaison with people outside the organisation. Interpersonal 
activities consist of attending social functions, motivating subordinates, 
maintaining contacts with clients and such like activities. 

(ii) Decisional Activities. A manager has to take several types of decisions such as 
allocation of resources, initiating new projects, bargaining with outsiders, etc. A 
manager has to fix production targets, fix quality standards, specifying time frame 
for executing projects, etc. Managerial decisions serve as the basis for the actions 
of subordinates. 

(iii) Informative Activities. In order to run the unit efficiently a manager has to 
communicate regularly with inside and outside the organisation. He receives and 
gives information about the tasks, situations and persons. 

(iv) 
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4. Management As a Group. Management as a group refers to those who are carrying 
on the activities of management. The group in management consists of chief executive, 
departmental managers, sectional officers, supervisors and so on. Management is not 
undertaken by one person but by all the persons working at their levels. When one talks of 
management of a company then he refers to all those persons who are performing managerial 
duties there. There are different types of managers : 

(i) Family Managers. It refers to those persons who become managers by virtue of 
being owners or relatives of owners. 

(ii) Professional Managers. These persons are appointed managers on account of 
their qualifications or experience, etc. 

(iii) Civil Servants. These persons manage public undertakings. Managers have 
become an important class in the modern business and social set up. It creates 
additional employment opportunities and adds more goods in the market. An 
efficiently run business produces quality goods at cheap rates, it benefits the 
consumers and the society. So managers can help in improving economic and 
social life of a country. 

5. Management As a Discipline. Sometimes the term 'management' is used to cannote 
neither the activity nor the personnel who perform it, but as a body of knowledge, a practice 
and a discipline. In this sense management refers to the principles and practices of 
management as a subject of study. The knowledge of management is generated by the 
scholars and it is being formally imparted to the students of management. Management has 
grown as a separate discipline of study. 

NATURE/FEATURES OF MANAGEMENT 
The nature of management can be described as follows : 

1. Management is a group activity. Management is an essential part of a group 
activity. As no individual can satisfy all his desires himself, he unites with his 
fellow-beings and works in an organised group to achieve what he cannot achieve 
individually. Wherever there is an organised group of people working towards a 
common goal, some type of management becomes essential. Management makes 
the people realise the objective of the group and directs their efforts towards the 
achievement of these objectives. Massie has rightly called management as 'co-
operative group'. 

2. Management is goal-oriented. Management aims to achieve economic and social 
objectives. It exists to achieve some defmite goals or objectives. Group efforts in 
management are always directed towards the achievement of some pre-determined 
goals. It is concerned with the establishment and accomplishment of these 
objectives. To quote Theo Haimann, "Effective management is always 
management by objectives." Haynes and Massie are of the opinion that without 
objectives management would be difficult, if not impossible. 

3. Management is a factor of production. Management is not an end in itself but a 
means to achieve the group objectives. Just as land, labour and capital are factors of 

6 
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production and are essential for the production of goods and services, management 
is a factor of production that is required to co-ordinate the other factors of 
production for the accomplishment of pre-determined goals. 

4. Management is universal in character. Management is applicable in all types of 
organisations. Wherever there is human activity, there is management. The basic 
principles of management are of universal application and can be applied in all 
organisations whether they are business, social, religious, cultural, sports, 
educational, politics or military. As Socrates has put it, "Over whatever a man may 
preside, he will be a good president if he knows what he needs and is able to 
provide it whether he has the direction of a chorus, a family, a city or an army." In 
the words of Henry Fayol, "Be it a case of commerce, politics religion, war.... in 
every concern there is management function to be performed." 

5. Management is needed at all levels of the organisation. Another important 
feature of management is that it is needed at all levels of the organisation, e.g., top 
level, middle level and supervisory level. The only difference is of the nature of 
task and the scope of authority. The lowest level supervisor has also to perform the 
function of decision-making just as the chief-executive. 

6. Management is a distinct process. Management is a distinct process performed to 
determine and accomplish stated objectives by the use of human beings and other 
resources. It is different from the activities, techniques and procedures. The process 
of management consists of such functions as planning, organising, staffing, 
directing, co-ordinating, motivating and controlling. 

7. Management is a social process. Management consists of getting things done 
through others. This involves dealing with people. The efforts of the human beings 
have to be directed, co-ordinated and regulated by management in order to achieve 
the desired results. It is in this sense that management is regarded as a social 
process. Moreover, management has a social obligation to make optimum use of 
scarce resources for the benefit of the community as a whole. In the words of 
Brech, "Management is a social process entailing responsibility for the effective 
and economical planning and the regulation of the operation of an enterprise, in 
fulfilment of a given purpose or task." 

8. Management is a system of authority. Since management is a process of directing 
men to perform a task, authority to accomplish the work from others is implied in 
the very concept of management. Authority is the power to get the work done from 
others and to compel them to work in a certain manner. Management cannot 
perform in the absence of authority. In real sense, management is a rule-making 
and rule-enforcing body. There is a chain of authority and responsibility among 
people working at different levels of the organisation. There cannot be an efficient 
management without well-defined lines of command or superior- subordinate 
relationships at the various levels of decision-making. 

9. Management is a dynamic function. Management is a dynamic function and it 
has to be performed continuously. It is constantly engaged in the moulding of the 
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enterprise in an ever changing business environment. It is concerned not only with 
moulding of the enterprise but also the alteration of environment itself so as to 
ensue the success of the enterprise. In real sense, it is never-ending function. 

10. Management is an art as well as a science. Management is a science because it 
has developed certain principles which are of universal application. But the results 
of management depend upon the personal skill of managers and in this sense 
management is an art. The art of the manager is essential to make the best use of 
management science. Thus, management is both science and art. It should. 
however, be noted that the science of management is not as exact as the physical 
science. It is still in the evolutionary stage, may be called as an inexact science or 
social science. 

IS MANAGEMENT AN ART OR SCIENCE 
The controversy with regard to the nature of management as to whether it is an art or science 
is very old and has created a lot of confusion. It is necessary to understand the real nature of 
management. The learning of art involves its continuous practice while learning of science 
involves assimilation of principles. The earlier captains of industry and managers used 
intuition, commonsense, hunches and experience in managing organisations. They were 
brilliant and hard working but still were not professionally trained managers. This was the 
main reason of controversy about the nature of management. 

MANAGEMENT AS AN ART 
An art is often regarded as the systematic application of skill or knowledge in effecting 
accomplishment of results. It represents the methods or ways of doing specific things and 
indicates how an objective is to be achieved. The function of art is to effect change and 
accomplish results through deliberate efforts. Art is a personalised process and every artist 
has his own style. It is practice-based and perfection in it requires continuous practice over a 
long period of time. 

Let us see if the elements of art are present in management or not : 

1. Existence of Theoretical Knowledge. In every art there is a systematic and 
organised study material available to acquire theoretical knowledge of the art. For 
example, dancing, public speaking, acting, music, there is sufficient theoretical 
knowledge available for those who want to practise that art. Management also has 
systematic and organised material available for acquiring knowledge of managerial 
principles and practices. This feature of art is available in management. 

2. Personalised Application. Art is a personalised concept. Every individual makes use 
of the basic knowledge in his/her own personal way. It varies from person to person. 
For example, two dancers, two singers, two artists will be showing their talent 
differently. In management, managers learn same management theories but their 
success will depend on the application of those theories under different situations. Sc 
this feature of art is also available in management. 
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3. Based on Continuous Practice. Art involves continuous practice of existing 
theoretical knowledge. Management satisfies this criteria as a manager gains 
experience through regular practice and becomes effective. This feature of art is 
present in management. 

4. Creativity. Art involves creativity. An artist tries to apply his knowledge to improve 
his work and brings out for viewer better things. For example, a musician will try to 
bring out new compositions based on the basics of music notes. Like any other artist, 
a manager tries to frame his own policies based on the knowledge acquired by 
him/her and use them as per needs. A manager tries different situations everyday and 
his creative thinking will help him in getting better results. This feature of art is also 
present in management. 

nclusion • 
On comparing the features of art with those of management, we find that all the features 

art are present in management. We can say that management is an art. 

MANAGEMENT AS A SCIENCE 
nrd science literally means knowledge. It is a systematised body of .:dge acquired 

lankind through observation and experimentation which is capable of verification. The 
, r  difference between art and science is that art implies knowing, how the application, 
Teas science is concerned with knowing, why ? 

The main features of science are : 

1. Systematised body of knowledge. 

2. Continuous observation. 

3. Principles based on repeated experiments. 

4. Universal validity of principles 

5. Replication of results. 

Let us see whether these principles are present in management or not. 

1. Systematised Body of Knowledge. in science organised and systematic study 
material is available which can be used to acquire the knowledge of science. 
Management has also developed systematic and organised study material for proper 
understanding of the subject as is done in science. The first feature of science is 
present in management. 

2. Continuous Observations. The scientific principles are derived on the basis of 
logical and scientific observations. Before arriving at principles, scientists perform 
logical observations and reach objective conclusions. 

When managers observe people working in an organisation, their observations may 
not be fully objective and logical. There may be some kind of subjectivity in 
observations when it comes to human beings. The scientific principles have same 
effect wherever they may be tried and observed. The effect in management may vary 
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from one situation to another. This principle of science is not applicable to 
management. 

3. Principles Based on Repeated Experiments. Before developing the principles, 
scientists test them under different conditions and places. Managers also test different 
principles in different organisations, at different places and at different conditions. 
This principle of science is present in management also. 

4. Universal Validity. Scientific principles have universal application and validity. The 
principles will give same result when used at different places. Management principles 
are not exact like scientific principles, their application and use is not universal. 
Management principles have to be modified according to the given situation. This 
principle of science is not present in management. 

5. Replication is Possible. When two scientists working on the same data and working 
independently reach the same conclusions and get same results, this will be called 
replication. This type of experimentation and results is possible in science. In 
management managers conduct research or experiments on human beings. When two 
managers are investigating on the same data, on different sets of human beings, the 
results may not be the same since human beings do not react similarly at different 
times. So this feature of science is not present in management. 

Conclusion. Some features of science are present in management but these are not 
enough to call it a science. Management is not a science like other physical sciences such as 
physics, chemistry, astronomy, etc. We may say that management may be called as inexact 
science or social science. 

Management—Science as Well as an Art 
Management is both science as well as art. As science, it has systematised body of 

knowledge and principles based on experimentations. As art, it requires personal skill, 
creativity and practice to apply such knowledge in the best possible way. Science and art are 
not in contrast to each other, but exist together in every function of management. 

MANAGEMENT—AS A PROFESSION 

Another question that arises in regard to the nature of management is whether management 
can be regarded as a profession or not. To determine this, we must understand the meaning 

10 
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d  special attributes of profession. The dictionary meaning of profession is a 'calling in 
rich one professes to have acquired specialised knowledge, which is used either in 
structing, guiding or advising others." The term 'profession' has been defined in a variety 
meanings by different authors. In the broad sense, it refers to any occupation by which a 
rson earns a livelihood. In the restricted sense, it includes only 'the three learned 
ofessions' of theology, law and medicine. But in real sense, the term profession falls in 
iween the two extremes. 

A Profession has the following features : 

1. Well defined body of knowledge. 

2. Professional associations. 

3. Restricted entry 

4. Code of conduct for members. 

5. Service Motive 

We will now examine whether the features of a profession are present in management or 

1. Well Defined Body of Knowledge. Every profession has a systematic body of 
knowledge which helps professionals to gain proper knowledge of that profession. 
Management has an organised body of knowledge built by management thinkers and 
practitioners over a period of time. The scholars are studying different problems and 
are developing new principles to solve them. In this sense, this feature of profession 
is present in management. 

2. Professional Associations. For the regulation of any profession, there should be a 
representative body. This body lays down the standards of education and training for 
those entering that profession. For example, doctors have to get themselves 
registered with Medical Council of India, a Chartered Accountant has to get the 
membership of Indian Institute of Chartered Accountants. 

In case of management, various management associations at national and 
international level have been set up. For example, All India Management 
Association, New Delhi, National Institute of Personnel Management, Calcutta have 
been set up for the benefit of management professionals. Legally, it is not essential 
that management professionals should get the membership of these bodies. As per 
this feature management cannot be called a profession but surely such 
associations may get statutory backing in near future. 

3. Restricted Entry. The entry to a particular profession is controlled by its 
professional body. A person intending to enter that profession must acquire the 
prescribed educational qualifications. For example, to become a doctor a person 
must have MBBS degree or to enter a law profession one must be a law graduate. 

In the case of management, there is no specific qualification prescribed for becoming 
a manager. A person can become a manager irrespective of educational 
qualifications. The trend is now changing and persons with MBA qualification are 
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preferred as managers. At present management does not qualify to be a profession 
on account of this feature but the trend is surely changing. 

4. Existence of Code of Conduct. Various professional bodies prescribe a code of 
conduct which members are required to observe. A code of conduct provides rules 
and regulations, norms of honesty, integrity and professional morality. 

In management, there is no code of conduct for managers. AIMA has devised a code 
of conduct for Indian managers but it is not legally binding for the managers to get 
themselves registered with that association. So management cannot be called a 
profession on the basis of this feature but things are proceeding in the direction 
when managers may follow a standard code of conduct. 

5. Service Motive. A profession involves the application of expert knowledge for the 
service of society. A doctor earns his living out of his medical profession but service 
to society is upper most in his mind. A manager aims to achieve the goals of a 
business, the main goal may be to maximise profits. The things are now changing and 
besides profits, business is taking up social responsibilities for the welfare of society. 
So presently the feature of profession is not present in management but things 
may change in future. 

Conclusion 
The above discussion shows that management does not qualify to be called a 

profession on most of the accounts. The most of the features of a profession are not present 
in management. There is a likelihood that statutory backing in near future may make 
management as a profession like that of medical, law, chartered accountancy, etc. 

OBJECTIVES OF MANAGEMENT 
The primary objective of management is to run the enterprise smoothly. The profit earning 
objective of a business is also to be kept in mind while undertaking various functions. 
Following are the broad objectives of management : 

1. Proper utilisation of resources. The main objective of management is to use various 
resources of the enterprise in a most economic way. The proper use of men, 
materials, machines and money will help a business to earn sufficient profits to 
satisfy various interests. The proprietors will want more returns on their investments 
while employees, customers and public will expect a fair deal from the management. 
All these interests will be satisfied only when physical resources of the business are 
properly utilised. 

2. Improving performance. Management should aim at improving the performance of 
each and every factor of production. The environment should be so congenial that 
workers are able to give their maximum to the enterprise. The fixing of objectives of 
various factors of production will help them in improving their performance. 

3. Mobilising best talent. The management should try to employ persons in various 
fields so that better results are possible. The employment of specialists in various 
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fields will be increasing the efficiency of various factors of production. There should 
be a proper environment which should encourage good persons to join the enterprise. 
The better pay scales, proper amenities, future growth potentialities will attract more 
people in joining a concern. 

4. Planning for future. Another important objective of management is to prepare plans. 
No management should feel satisfied with today's work if it has not thought of 

I 
	

tomorrow. Future plans should take into consideration what is to be done next. Future 
performance will depend upon present planning. So, planning for future is essential to 
help the concern. 

IGNIFICANCE/IMPORTANCE OF MANAGEMENT 
Iment is the art of securing maximum prosperity with a minimum of effort. Wherever 
1s an organised group of people working towards common goals, some type of 

:-..4:ement becomes essential. It has been rightly said that 'anything minus management 
V̂- :,unts to nothing'. In the words of Koontz and O'Donnel,"There is no more important area 
:uman activity than management since its task is that of getting things done through 
crs. 

The following points further highlight the importance of management: 

1. Achievement of group objectives. It is the management which makes the people 
realise the objectives of the group and directs their efforts towards the achievement of 
these objectives. It brings the human and material resources together to mobilise the 
people for the achievement of the objectives of the organisation. 

2. Optimum utilisation of resources. No business activity can be undertaken without 
the five factors of production viz., the land, labour, capital, enterprise and the 
management. The four factors may prove ineffective in the absence of the fifth—the 
management. It is the management which makes optimum utilisation of resources 
possible. In the words of Urwick and Brech, "No ideology, no ism, no political theory 
can win greater output with less efforts, only sound management." 

3. Minimisation of cost (to combat rising competition). In the present days of 
increasing competition, only those business enterprises can survive which can 
produce quality goods at the lowest of costs. Through better planning, sound 
organisation and effective control, management enables a concern to reduce costs and 
enables an enterprise to face cut-throat competition. 

4. Increased profits. Profits can be increased in any organisation either by increasing 
the sales revenue or reducing cost. To increase the sales revenue is beyond the control 
of an organisation. Management by reducing costs increases its profits and provides 
opportunities for future growth and development. 

5. Smooth running of business. Management ensures efficient and smooth running of 
business through better planning, sound organisation, effective control and the 
various tools of management. 

6. Provides Innovation. Management provides new ideas, imagination and visions to 
the organisation. 
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7. Change of Growth. An enterprise operates in an changing environment. 
Management moulds the enterprise in such a changing environment. It moulds not 
only the enterprise but also alters the environment itself to ensure the success of the 
business. In order to meet the challenge of automation and the complexities of 
advanced technology also there is a need for the development of management. 

8. Meeting Social Obligations. Management is beneficial not only to the business 
enterprises but to the society as a whole. It raises the standard of living of the people 
by providing good quality products and services at the lowest possible cost. It also 
makes the optimum use of scarce resources and promotes peace and prosperity in the 
society. 

9. Special Importance of Management in India's Developing Economy. 
Management has to play a more vital role in the developing countries like India, 
where productivity is low and the resources limited. It has been rightly said, "There 
are no under-developed countries. There are only under-managed ones." 

ADMINISTRATION V/S MANAGEMENT 
There is a controversy on the use of these terms. Some authors say that administration and 
management are the same thing and there is no difference between the two words, while 
others feel that they are different functions. There are persons who feel that administration is 
a part of management. 

1. Administration is different from management. As per this view administration is a 
higher level activity while management is a lower level activity. Administration is 
concerned with the determination of overall objectives and policies of an enterprise 
while management is concerned with planning, co-ordinating and controlling of 
business activities for attaining the enterprise objectives. 

Administration is the process and agency which is responsible for the determination 
of the aims for which an organisation and management are to operate, and which 
gives general oversight to the continuing effectiveness of the total operation in 
reaching the objectives sought. Management is the process and agency which directs 
and guides the operations of an organisation in the realising of established aims. 

2. Administration is a part of management. Another view is that administration and 
organisation are a part of management. Brech has propounded this view. In his 
words, "Management is the generic term for the total process of executive control 
involving responsibility for effective planning and guidance of the operations of an 
enterprise. Administration is that part of management which is concerned with the 
installation and carrying out of the procedures by which the programme is laid down 
and communicated and the progress of activities is regulated and checked against 
plans. 

3. Administration and management are one. Some authors are of the view that 
administration and management are used interchangeably and there is no distinction 
between the two. In the words of Newman, "management or administration is the 
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leadership and control of the efforts of a group of individuals towards some 
. =on goals." In Henry Fayol's opinion every undertaking requires same functions 
.,ad observes same principles. Other authors such as George Telly, Allen, Koontz and 
O'Donnell also feel that both the terms mean the same thing. In general practice 
administration is used more in government or other public organisations while 
7-ar.3.2ement is used in business world. 

z.:\ en discussion reveals that there is no separate staff to perform these functions. 
L‘:2rs, regardless of their level perform the same functions. The higher up in the 

however, the more time will be spent in administrative activity and the less in 
 --_ent activity in the manager's daily routine, as shown in the diagram. Administration 

at top level by deciding policies and execution is done at lower level which is 
7:ent. It can be said that these are the two activities which are performed at different 

of 7.-:anagement. 

Top Management 

Administration 

Management 

Middle Management 
(Functional Management) 

E a) cts 

Lower Management 

Distinction between Administration and Management 
Bests of difference Administration Management 

It is primarily concerned with the 
determination of objectives and broad 
policies. It is a thinking function. 

It takes major decisions and is 
wider term than management. 

It is a top management function. 

It  consists of the owners of an 
enterprise. 

Generally, it is used in relation to 
government, military, educational and 
religious organisations. 

Its decisions are generally influenced 
by external factors such as social, 
political, legal, etc. 

It  is doing function It involves the 
implementation of plans and policies. 

It is a lower level management function.  

It consists of managerial personnel with 
specialised knowledge who may be the 
employees. 

It is used mainly in business firms 
which have economic motives. 

Its decisions are influenced by internal 
factors such as values, beliefs and 
opinions. 

' Nature of work 

2..  Scope 

3 _eve! of 
Authority 

Status 

Nature of 
Organisation 

6. Influence 

a It takes the decision within the 
framework of administration. 
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LE '  OF MANAGEMENT 
An organisation may have various levels of management. The term level' involves persons 
arranged in a series. Thus, levels of management suggest the arranged managerial positions in 
an organisation. The number of levels of management in an organisation depend upon its size, 
technology and the range of production. Broadly speaking, there are two levels of 
management, viz., administrative management and the operative management. Administrative 
management is concerned with 'thinking function' such as policy determination, planning and 
fixation of standards. Operative management, on the other hand, is concerned with the 'doing 
functions' which include use of men, materials, machinery and money, implementation of 
policies laid down by administrative management and directing operations to achieve the 
objectives of the organisation. 

But in real life it is very difficult to draw any clear cut line of separation between thinking 
functions and doing functions. For example, the executive director of a joint-stock company 
may be involved in the policy determination as a member of the Board of Directors, but in his 
executive capacity, he has to see that the decisions are implemented. 

In order to carry on various activities, 
the persons at different levels are assigned 
authority and responsibility. A chain of 
authority is created from top to bottom of 
the organisation. This chain is divided into 
three parts which results into three levels 
of management. The main levels of 
management are as follows : 

1. Top Level Management. 

2. Middle Level Management 

3. Lower Level/Operating Level 
Management 

• These levels of management are 
shown as follows : Levels of Management 

TOP LEVEL MANAGEMENT 
Top level management consists of senior most executives of the organisation and their teams. 

• Board of Directors • Managing Director 

• President • Vice-President 
• Chief Executive Officer (CEO) 

• Chief Financial Controller (CFO) 

The Board of Directors is accountable to shareholders in the Annual General Meeting of 
the company. The other officers may carry out the policies and plans devised by the Board of 
Directors. Chief Executive Officer looks after the overall management of the company's 
operations. 

Middle Level 
Management 

1 0 
Lower Level/Operating 

Level Management 

Top Level  
Management 
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Main functions of top level management are : 

(i) Determining the objectives of the enterprise. The top level management 
determines the long term and short term objectives of the enterprise. Main 
objectives of the organisation are formed at this level of management. 

(ii) Framing plans and policies. Management prepares plans and policies for 
achieving organisational goals. 

(iii) Assigning jobs to middle level management. Top level management assigns 
activities to various persons working at middle level of the management. 

(iv) Co-ordinating activities of different departments. Top management co-
ordinates the activities of various departments and directs them to achieve 
organisational goals. 

(v) Arranging resources for the enterprise. Top level management arranges 
financial, human and physical resources for the organisation so that various 
activities are taken up as per plans. 

(vi) Responsible for welfare and survival of the organisation. Top level 
management is responsible for the growth and survival of the organisation. The 
plans are made for the smooth and efficient working of the enterprise. 

(vii) Providing overall leadership. Top management provides overall leadership to the 
organisation. It provides direction to persons at other levels of management and 
provide clarifications on various plans and policies. 

DDLE LEVEL EANAGEMENT 

.fiddle level management acts as a link between top management and the supervisory level. 
Mese are departmental heads and are responsible for implementing and controlling policies 
nd plans decided at the top level. 

• Production Manager • Operations Manager 

• Marketing Manager • Regional Manager 

• Finance Manager • Divisional Manager 

• Human Resource Manager 

Main functions of middle level management are : 

(i) Interpretation of policies of top management. The plans and policies are framed 
at top level management. Middle level management interprets these policies and 
frames guidelines for the lower level of management. 

(ii) Organising activities of the department. Middle level managers generally head 
some department. They organise activities of the department and arrange resources 
to carry them out. 

(iii) Selecting employees for the department. Middle level managers select suitable 
persons to run their departments. 

4A 
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(iv) Motivating employees. The employees are motivated to undertake their work in 
best possible way. 

(v) Instructing and controlling employees. Middle level managers give instructions 
to subordinate employees for taking up their work properly and also control their 
performance. 

(vi) Co-operating with other departments. There are a number of departments in 
every organisation and co-operation among them is essential for smooth working. 

(vii) Implementing policies. The policies framed by top level management are 
implemented by middle level managers. 

(viii) Lays down rules and regulations. The rules and regulations are laid down for the 
supervisory staff for smooth working of various departments. 

LOWER/OPERAT1ONAL LEVEL MANAGEMENT' 
This is the lowest level in the hierarchy of management and actual operations are the 
responsibility of this level. The quality and quantity of output depends upon the efficiency of 
this level of managers. 

• Supervisors • Foremen 

• Superintendents • Section Officers 

• Inspectors 

Main functions of supervisory level are : 

(i) Adressing problems and grievances of employees. Supervisory staff comes in 
direct contact with subordinate employees. The grievances and problems of 
employees are discussed with them and are passed to middle level management for 
redressal. 

(ii) Maintaining good working conditions. Supervisory level is required to provide 
good and healthy working environment at the factory level. This will motivate the 
employees to improve their performance. 

(iii) Assisting in recruitment and selection of employees. Supervisory management 
assists the middle level manaement in recruitment and selection of employees for 
the firm. 

(iv) Getting feedback from employees. This level of staff gets feedback from 
subordinates on various issues concerning their work. The employees are 
encouraged to give suggestions to their supervisors and they are rewarded for good 
suggestions. 

(v) Maintaining quality standards of goods. It is the function of the supervisory 
gaff to ensure proper quality of goods. 

Minimising wastages of materials. The supervisors should ensure that wastages 
are minimised. 
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ti ii)  Motivating workers. Supervisors should ensure that employees are properly 
motivated to improve their performance. The workers are also encouraged to 
develop team spirit among themselves. 

MANAGERIAL SKILLS 

A  manager has to perform a number of jobs. It necessitates that a manager should have proper 
skills to perform different jobs. Henry Fayol put the qualities required by managers into the 
rollowing categories : 

(i) Physical — health, vigour, address. 

(ii) Mental — ability to understand and learn ; judgement, mental vigour and 
adaptability. 

(iii) Moral — energy, firmness, willingness to accept responsibility, initiative, loyalty, 
tact, dignity. 

(iv) Educational — general acquaintance with matters not belonging exclusively to the 
function performed. 

(v) Technical — peculiar to the function. 

(vi) Experience — arising from the work proper. 

Robert L. Katz conducted research during early 1970's, and found that managers need 
three essential skills or competencies ; technical, human and conceptual. He also found that 
the relative importance of these skills varied according to the manager's level within the 
(*Ionisation. 

Technical Skills 

A manager must have the necessary technical skills or the ability to work with the 
resources, tools, techniques, procedures etc. First line managers as well as many middle 
managers have involved in technical aspects of the organisation's operations. Technical skills 
include knowledge of and proficiency in a certain specialised such as engineering, computers, 
finance or manufacturing. Even though the need for technical skills is less when a manager 
moves higher in hierarchy but still technical proficiency helps in taking decisions. 

Human Skills 

It is the ability to work well with other people both individually and in a group. Managers 
ith human skills can get best out of the people working with them. They know how to 

communicate, motivate, lead and inspire enthusiasm and trust. These skills are needed by 
managers at every level but top managers need them the most. 

Conceptual Skills 

Conceptual skills is the ability to integrate and co-ordinate various activities. Managers 
must have the ability to think and to conceptualise about abstract solutions. They must be able 
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to see the organisation as a whole and the relationships among its various subunits and to 
visualise how the organisation fits into its broader environment. Conceptual skills are helpful 
in decision-making. Since all managers have to take decisions so these skills are essential for 
all managers but these become more important as they make up the organisational hierarchy. 

These skills can be depicted in a diagram. 

QUALITIES OF A MANAGER 
A manager has to undertake a number of functions from planning to controlling. He has to 
take decisions for every type of activity. The decisions of the manager influence the working 
of an organisation. He should have the following qualities so for performing his work 
properly : 

1. Education. A manager must have proper educational background. These days 
managers are supposed to have management education, besides other educational 
qualifications. Education not only widens mental horizon but also helps in 
understanding the things and interpreting them properly. The knowledge of business 
environment is also important for dealing with various problems the organisation 
may face. 

2. Intelligence. A manager has to perform more responsibilities than other persons in 
the organisation. He should have higher level of intelligence as compared to other 
persons. Intelligence will help a manager in assessing the present and future 
possibilities for the business. He will be able to foresee the things in advance and take 
necessary decisions at appropriate time. 

3. Leadership. A manager has to direct and motivate persons working in the 
organisation. He will provide leadership to subordinates. The energies of the 
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:dinates will have to be channelised properly for achieving organisational goals. 
manager has the leadership qualities then he can motivate subordinates in 

-: . Ina their performance and working to their full capacity for the benefit of the 
,..ition. 

1 

Training. A manager has to acquire managerial skills. These skills consist of 
iechnical skills, human skills and conceptual skills. These skills have to be acquired 
through education, guidance, experience etc. These skills are needed for all levels of 

Technical Knowledge. A manager should have technical knowledge of production 
proces,es and other activities undertaken in the enterprise. He will be in a better 
position to inspect and guide if he himself has a knowledge of those activities. 

Maturity. A manager should have mental maturity for dealing with different 
situations. He should be patient, good listner and quick to react to situations. He has 
to take many awkward decisions which may adversely affect the working if not taken 
properly. He should keep calm when dealing with subordinates. All these qualities 
will come with mental maturity. 

7. Positive Attitude. Positive attitude is an asset for a manager. A manager has to deal 
with many people from inside as well as from outside the organisation. He should be 
sympathetic and positive to various suggestions and take humane decisions. He 
should not pre-judge the things and take sides. He should try to develop good 
relations with various persons dealing with him. He should understand their problems 
and try to extend a helping hand. 

8. Self-confidence. A manager should have self-confidence. He has to take many 
decisions daily, he may analyse the things systematically before taking decisions. 
Once he takes decisions then he should stick to them and try to implement them. A 
person who lacks self-confidence will always be unsure of his decisions. This type of 
attitude will create more problems than solving them. 

9. Foresight. A manager has to decide not only for present but for future also. There are 
rapid changes in technology, marketing, consumer behaviour, financial set up, etc. 
The changes in economic policies will have repercussions in the future. A manager 
should visualise what is going a) happen in future and prepare the organisation for 
facing the situations. The quality of foresight will help in taking right decisions and 
face the coming things in right perspective. In case the things are not rightly assessed 
then the organisation may face adverse situations. 

EADERSHIP VS MANAGER 
. manager is a person who performs managerial activities. A leader on the other hand is a 
arson who fulfils the expectations and aspirations of his followers. 
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Difference Between Manager and Leader 
Basis Manager Leader 

1. Basis A manager is always a leader because A leader may not be a manager. 
he has, to influence the behaviour of 
subordinates. 

leaders may lead informal groups also. 

2. Authority A manager has formal authority to Leaders have informal authority, it is 
influence the behaviour of others. the authority of trust and faith shown by 

followers. 

3. Objective Managers aim to achieve the goals of A leader aims to achieve group goals 
the organisation by influencing the 
behaviour of subordinates. 

and satisfy the group members. 

4. Function A manager performs various functions A leader performs the function of 
such as planning, organising, staffing, 
directing, co-ordinating. 

directing only. 

SCOPE (FUNCTIONAL AREAS) OF MANAGEMENT 
The scope of management is very wide. In order to achieve business objectives, it has to deal 
with many functional areas. Following functional areas form the scope of management. 

1. Production Management 

2. Marketing Management. 

3. Financial Management 

4. Personnel Management 

5. Office Management 

These functional areas are discussed as follows : 

1. Production Management. Production is the creation of goods and services. In 
relation to goods, production is the fabrication of a physical object through the use of 
men, materials and equipment and with relation to services. It is the discharge of a 
function which has some utility. It relates to the goods and services, in right quantity, 
at the right time and at right cost. Following activities are a part of production 
function. 

(i) Designing the product 

(ii) Location and layout of plant and buildings 

(iii) Determine the quantity and quality to be produced. 

(iv) Determination of method and procedure of production. 

(v) Deciding the procedure for purchase and storage of materials. 

(vi) Planning and control of factory operations 

(vii) Inventory control 

(viii) Quality control measures to be used. 

(ix) Research and development, etc. 
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Marketing Management. Marketing involves all efforts to create customers for the 
products and provide maximum satisfaction to them. It requires identification of 
ustomers needs and supplying them goods and services which satisfy them. 

Marketing involves following activities : 

(i) Conducting research to determine the needs and preferences of customers. 

(ii) Planning and developing suitable products 

(iii) Setting of prices for products. 

(iv) Selecting the appropriate channels for distribution. 

(v) Promotional activities such as advertising and salesmanship for communicating 
with customers. 

3 Financial Management. Financial Management is concerned with the planning and 
controlling of financial resources of the business. It ensures the availability of right 
amount of funds when these are needed. The cost of funds also needs to be taken into 
account while selecting a particular source of funds. 

Financial management involves following activities : 

(i) Determining financial requirements for both long-term and short-term periods. 

(ii) Selecting the appropriate sources of funds. 

(iii) Raising the required funds at appropriate time. 

(iv) Ensuring proper allocation and utilisation of funds. 

(v) Maintaining proper liquidity of funds for ensuring credit worthiness of the 
business. 

(vi) Ensuring profit planning and control. 

4 Personnel Management. Personnel management is concerned with managing people 
at work. It helps employees to develop their talent by providing them opportunities, 
creating job satisfaction and improving their performance. Following activities are 
covered in personnel management. 

(i) Manpower planning 

(ii) Recruitment and Selection of Employees 

(iii) Providing proper training and development opportunities 

(iv) Deciding appropriate remuneration and compensation. 

(v) Performance appraisal. 

(vi) Promotion and transfer policies 

(vii) Deciding service and benefit rules of employees. 

(viii) Maintaining personnel records, conducting research, etc. 

5 Office Management. Every business organisation needs office to maintain proper 
records of every activity undertaken there. Office management is the technique of 
planning, organising, co-ordinating and controlling office activities with a view to 
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achieve business objectives and is concerned with efficient and effective performance 
of the office work. It involves following activities. 

(i) Maintain proper records. 

(ii) Arrange and maintain effective communication system 

(iii) Establish cordial relations between all sections of the enterprise. 

(iv) To render help to all areas of management 

A. SHORT ANSWER QUESTIONS 

1. Define management. 
2. Discuss management as a process. 
3. 'Management is what a manager does'. Explain briefly. 
4. Describe the multi-disciplinary approach of management. 
5. Describe management as a social process. 
6. Is management an art ? 
7. Is management a social science ? 
8. Briefly describe the professionalisation of management in India. 
9. State the functions of middle level management. 

10. Discuss the managerial skills of a manager. 
11. Are administration and management the same ? 

B. LONG ANSWER QUESTIONS 
1. Define management. Describe its main characteristics. 
2. What is management ? Is there a difference between management and administration? 
3. "Management is the art of getting things done through people". Explain. 
4. "Managers are born, not made". Do you agree with this statement ? 
5. Is management an art or science ? 
6. Is management a profession ? Give reasons for your answer. 
7. Discuss various levels of management practised in an industrial organisation. 
8. Discuss the scope of management. 
9. What type of skills a manager is required to have in order to succeed in his job ? 

10. Is there any difference between administration and management ? 

♦ Q♦ 
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Management 

kATURE OF MANAGEMEUT PROCESS 
,,ein is a process which brings the scarce human and material resources together and 

people for the achievement of objectives of the organisation. Management is not a 
-2  act but an ongoing series of interrelated activities. The suni total of these activities is 

management process. It consists of a set of interrelated operations or functions 
wary   to achieve desired organisational goals. A process is a systematic way of doing 

s. It is concerned with conversion of inputs into outputs. An analysis of management 
,sess will enable us to know the functions which managers perform. 

Features of Management Process 

\ 1 anagement process is characterised by the following features 

1. Social Process. The entire management process is regarded as a social process as the 
success of all organisational efforts depends upon the willing co-operation of people. 
Managers guide, direct, influence and control the actions of others to achieve stated 
goals. Even people outside the organisation are influenced by the actions of 
managers. 

2. Continuous Process. The process of management is on going and continuous. 
Managers continuously take up one or the other function. Management cycle is 
repeated over and over again. Each managerial function is viewed as a sub-process of 
total management process. 

3. Universal. Management functions =re universal in the sense that a manager has to 
perform them irrespective of the size and nature of the organisation. Each manager 
performs the same functions regardless of his rank or position in the organisation. 
Even in a non-business organisation managerial functions are the same. 

4. Iterative. Managerial functions are contained within each other. The perfoiniace of 
the next function does not start only when the earlier function is finished. Various 
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functions are taken together. For example, planning, organising, directing and 
controlling may occur within staffing function. Similarly, organising may require 
planning, directing and controlling. So all functions can be thought of as sub-
functions of each other. 

5. Composite. All managerial functions are composite and integrated. There cannot 
be any sequence which can be strictly followed for performing various functions. 
The sequential concept may be true in a newly started business where functions 
may follow a particular sequence but the same will not apply to a going concern. 
Any function may be taken up first or many functions may be taken up at the same 
time. 

CLASSIFICATION OF MANAGEMENT FUNCTIONS 
Different authors have given different managerial functions. These functions are discussed as 
follows : 

1. Planning. Planning is a basic managerial function. Planning helps in determining the 
course of action to be followed for achieving various organisational objectives. It is a 
decision in advance, what to do, when to do, how to do and who will do a particular task. 
Planning is a process which involves 'thinking before doing'. Planning is concerned with the 
mental state of a manager. He thinks before undertaking a work. Other functions of 
management such as organising, staffing, directing, co-ordinating and controlling are also 
undertaken after planning. 

Planning is a process of looking ahead. The primary object of planning is to achieve 
better results. It involves the selection of organisational objectives and developing policies, 
procedure, programmes, budgets and strategies. Planning is a continuous process that takes 
place at all levels of management. A detailed planning is done in the beginning but the actual 
performance is reviewed and suitable changes are made in plans when actual execution is 
done. Plans may be of many kinds, such as short range plans, medium range plans, long range 
plans, standing plans, single use plans, strategic plans, administrative plans and operational 
plans. 

The process of Planning involves a number of steps : (i) gathering information ; (ii) 
laying down objectives ; (iii) developing planning premises ; (iv) examining alternative 
courses of action; (v) evaluation of action patterns ; (vi) reviewing limitations ; (vii) 
implementation of plans. 

2. Organising. Every business enterprise needs the services of a number of persons to 
look after its different aspects. The management sets up the objectives or goals to be achieved 
by its personnel. The energy of every individual is channelised to achieve the enterprise 
objectives. The function of organising is to arrange, guide, co-ordinate, direct and control the 
activities of other factors of production, viz., men, material, money and machines so as to 
accomplish the objectives of the enterprise. In the words of Koontz and O'Donnel, 
"Organising is that part of managing that involves establishing and intentional structure of 
roles for people in an enterprise to fill." Organisation provides the necessary framework 
within which people associate for the attainment of business objectives. 
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process of organisation involves the following steps : 

to identifying the work to be performed ; 

to classify or group the work ; 

to assign these groups of activities or work to individuals ; 

to delegate authority and fix responsibility ; and 

to co-ordinate these authority-responsibility relationships of various activities. 

character and type of organisation depends upon the size and nature of the enterprise. 
there are many types of organisations but generally three types of organisations are in 

Line organisation ; 

ii) Functional organisation ; and 

Line and staff organisation. 

3. Staffing. The function involves manning the positions created by organisation process. 
_ , ncerned with human resources of an organisation. In the words of Koontz and 

nel. "staffing is filling, and keeping filled, positions in the organisation structure 
_ defining work-force requirements, appraising, selecting, compensating and training." 

,,taffing consists of the following: 

manpower planning, i .e ., assessing manpower requirements in terms of quantity 
and quality ; 

ii) recruitment, selection and training ; 

iii) placement of man power ; 

iv) development, promotion, transfer and appraisal ; 

v) determination of employee remuneration. 

E ery manager in an organisation has to perform the staffing function in one form or the 
in order to get things done through others. But, it is decidedly a difficult managerial 

_:ion as it concerns human beings whose behaviour and actions cannot be predicted, and 
_ Is why it has become a distinct and specialised branch of management. 

4. Directing. Directing is concerned with carrying out the desired plans. It initiates 
C. ..:.J1nised and planned action and ensures effective performance by subordinates towards the 

_ 'mplishment of group activities. Direction is called management in action. In the words of 
rge R. Terry, "Direction is moving to action and supplying stimulative power to the 

ip." After planning, organising and staffing, the manager has to guide and supervise his 
• _:,,,-)rdinates. According to Massie, "Directing concerns the total manner in which a manager 

Thences the actions of subordinates. It is the final action of a manager in getting others to 
after all preparations have been completed." 

Directing is a continuous function and is performed at all levels of management. The 
n activities involved in direction are as follows : 

 

li 

 

a) Leadership ; 

c) Motivation ; and 

(b) Communication ; 

(d) Supervision. 
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(a) Leadership. A manager has to issue orders and instructions and guide and counsel  
his subordinates in their work with a view to improve their performance and achieve 
enterprise objectives. Leadership is 'the process by which an executive or manager 
imaginatively directs/guides and influences the work of others in choosing and 
attaining specified goals by mediating between the individual and organisation in 
such a manner that both will get maximum satisfaction'. 

Leadership is the ability to build up confidence and zeal among people and to creat 
an urge in them, to be led. To be a successful leader, a manager must possess the 
qualities of foresight, drive, initiative, self-confidence and personal integrity 
Different situations may demand different types of leadership, viz., autocrati 
leadership, democratic leadership and free rein leadership. 

(b) Communication. Communication constitutes a very important function e 
management. It is said to be the number one problem of management, today. It is an 
established fact that managers spend 75 to 90 per cent of their working time in 
communicating with others. Communication is the means by which the behaviour o 
the subordinate is modified and change is effected in their actions. 

Communication is a two-way process as it involves both information and 
understanding. It may be written, oral, gestural. Communication is said to be formal 
when it follows the formal channels provided in the organisation structure. It is 
informal communication, when it does not follow the formal channels. 
Communication flows downward from a superior to subordinates and upward from 
subordinates to a superior. It also flows between two or more persons operating at the 
same level of authority. 

Communication is essential at all levels of management for decision- making and 
planning. It increases managerial capacity and facilitates control. It has been rightly 
said that good managers are good communicators and poor managers are poor 
communicators. 

(c) Motivation. The term motivation is derived from the word 'motive' which means a 
need, or an emotion that prompts an individual into action. Motivation is the 
psychological process of creating urge among the subordinates to do certain things or  
behave in the desired manner. It is a very important function of management. The 
importance of motivation can be realised from the fact that performance of a worker  
depends upon his ability and the motivation. 

There are many strategies adopted by managers for increasing the motivation of 
subordinates. According to Michel Jucius, "Motivation means the act of stimulating 
some one or oneself to get a desired course of action to push the right button to get a 
desired reaction, a compliment, dollar raise, a smile, a promise of a rise, a new 
typewriter, a preferred location or a new desk." Thus, a manager has to provide some 
personal incentive to the subordinates to motivate, persuade and inspire them for 
contributing their best towards the achievement of enterprise objectives. The 
incentives to be proved may be financial, such as increase in wages, or non-financial, 
like better working conditions, job security, recognition, etc. A sound motivational 



IMICTICN S OF MANAGEMENT 

must be productive, competitive, comprehensive and flexible, and it must 
- • 

 
ider the psychological, social, safety, ego and economic needs of the workers. 

u pervision. Supervision is another important element of directing function of 
-iiilnagement. After issuing instructions, the manager or the supervisor has to see that 
the given instructions are carried out. This is the aim of supervision. Supervision 
refers to the job of overseeing subordinates at work to ensure maximum utilisation o 
resources, to get the required and directed work done and to correct the subordinates 
whenever they go wrong. Though supervision is performed at all levels o 
management, the major responsibility for supervision lies with the first line of 
management. Sound organisational set up, effective delegation, human approach, 
effective communication and management by exception make supervision effective. 

Co-ordination. Co-ordination is one of the most important functions of management. 
tial to channelise the activities of various individuals in the organisation for the 
nt of common goals. Every department or section is given a target to be achieved 

should concentrate only on their work and should not bother about the work of othe ,  
It is left to the management to see that the work of different segments is going 
g to pre-determined targets apd corrective measures have to be taken if there is any 
. Co-ordination creates a team spirit and helps in achieving goals through collective 

It is the orderly arrangement of group effort to provide unity of action in the persuit of 
objectives. 

Controlling. Controlling can be defined as "determining what is being accomplished, 
its evaluating the performance, if necessary, applying corrective measures so that the 

fonnance takes place according to plans." 

Control is essential for achieving objectives of an enterprise. The planning of various 
ivities does not ensure automatic implementation of policies. Control is the process which 
ables management to get its policies implemented and take corrective actions if 
formance is not according to the pre-determined standards. If planning is the beginning oi 
management process, controlling may be said to be the final stage. If planning is looking 
aid, controlling is looking back. Control is not possible without planning and planning t• 
aningless without control. 

Control is a line function and executives at various levels of management continuously 
.e.s the performance of their subordinates. The main purpose of control, is to see that the 

ity is achieving the desired results. A control system, to be effective, must conform to the 
:ure of activity, report deviations promptly, reflect organisation structure, assure corrective 
ion and be economical. 

VELS AND FUNCTIONS OF MANAGEMENT 
i nagers at various levels have to perform all the five functions. However, the relative 
portance of a function deffers at every level. For example, planning is undertaken at every 
el of management but planning at the top level is most crucial function. Similarly, other 
i tions also have relative importance at different levels of management. This is presented 
the following figure : 
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QUESTIONS 
A SHORT ANSWER QUESTIONS 

1. What is management process ? 
2. Describe the features of management process. 
3. Name various functions of management. 
4. Explain the significance of staffing function. 
5. Explain the functions of operative management. 

B. LONG ANSWER QUESTIONS 
1. What is meant by management process ? Describe various features of management process. 
2. Discuss the classification of various managerial functions. 
3. Management process is considered to consist of certain functions. Explain various functions in a 

logical order. 
4. How can management process be used to achieve organisational goals? 
5. Discuss various levels of management in an organisation. 

• <) • 



Principles of Management 

INTRODUCTION 
Management of business is becoming more and more complicated. Managers are expected to 
deal with a number of problems in their day to day work. Some guidelines are needed with 
the help of which managers can run the business smoothly and efficiently. Principles of 
management are such guidelines which come to the help of managers. Different thinkers 
suggested a number of principles to assist a managerial thinking and action. F.W. Taylor, 
Henry Fayol' Mooney and many other management rhinkers have derived certain 
zeneralisations from their experience in managing organisations. These generalisations have 
been termed as principles of management. Principles of management are general guidelines 
and they cannot be mechanically applied. The individual factor plays an important part in 
using managerial principles. 

MEANING OF PRINCIPLES 
A principle is a basic statement that provides understanding and guidance to thinking and 
action. It refers to a fundamental truth that explains relationship between two or more sets of 
ariables under a given situation. A principle predicts the result of certain causes in the 

specific set of conditions. The principles of management provide guidelines for managerial 
decision-making and action. 

A principle may either be descriptive or prescriptive. A descriptive principle merely 
describes the relationship between the variables. A prescriptive principle is stated to indicate 
v. hat a manager should do. Management principles, however, are both descriptive and 
prescriptive. They are developed to .guide managers in taking decisions on the basis of well 
stated generalisations. A manager plans his actions on the basis of various principles. 

A person cannot perform managerial actions properly if he does not understand the 
principles. Even though management is an inexact science but its principles help in improving 
the quality of management practices. 
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Derivation of Management Principles 

Principles of management originate and grow out of past experiences and study. These 
principles are derived through the following methods : 

1. Observation Method. Under this method, managers observe certain events in actual 
practice and analyse them to get experience which may be used in future as a guide. 

2. Experimental Method. Under this method, there searches in the field of 
management may conduct empirical studies to define the principles and to test their 
validity. For example, a researcher may like to experiment on the validity of principle 
of Unity of Command, this principle states that a person should get orders from one 
boss only. The researcher may have two groups, in one group the subordinates get 
order from one person only and in the other group the subordinates get orders from 
more than one superior. The researcher can measure and compare the performance of 
both the groups and find out the results. 

NATURE OF MANAGEMENT PRINCIPLES 

The nature of management principles is duscussed as follows : 

1. General Statements. Management principles are stated in the form of general 
statements. These have been derived out of experience and analysis. They cannot be 
stated as rigorously as principles of physical sciences because they have not been 
tested under laboratory or controlled conditions. Management principles deal with 
human beings. Human behaviour cannot certainly be predicted under different 
situations. Management principles give guidelines to solve the problems, these donot 
provide readymade solution to various problems. For example, the principle of 'fair 
remuneration' states that employees should be paid proper salaries for motivating 
them to improve their performance. Fair remuneration does not fix the amount of 
salary, it will depend upon the nature and ability to pay of the company, an MNC 
may pay 30,000 p.m. but a small company may pay 10,000 p.m. So principles 
donot specify the absolute amount, it depends upon the nature of the company and 
may differ from company to company. 

2. Based on Situation. The application of management principles depends upon a 
specific situation faced by a manager. He has to adjust the principle as demanded by 
a situation. These principles are neither absolute nor stable for all the times to come. 
In fact management principles should stand the test of time only then they will be 
able to provide guidance to managers. 

3. Flexibility. Management principles are flexible in nature. These can be modified and 
changed with the change in environment of a business. The principles which are 
suitable today may be replaced by others because of change in environment of an 
enterprise. For example, the principle of decentralisation states that powers should be 
delegated to the subordinates, the degree of decentralisation will be decided by every 
company depending upon its nature, requirement, the extent of responsibility the 
subordinates may take, etc. 
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4. Cause and Effect Relationship. There is a cause and effect relationship in 
management principles. The effect of certain decisions can be predicted on the basis 
of actions. For example, the principle of division of labour leads to specialisation and 
increase in efficiency. So division of labour is the cause and efficiency is an effect. 
Similarly, other principles can also establish cause and effect relationship. 

'5.  Relative. Management principles are relative and not absolute in nature. They cannot 
be applied similarly in all situations and in different organisations. If the environment 
of two enterprises is different then same principles may not be similarly applied but 
may have to be amended to suit different situations. 

5. Universal Application. Management principles are universal in nature. They can be 
successfully applied in different organisations at different places. They are applicable 
to business undertakings, clubs, educational institutions, hospitals, religious 
organisations, etc. They are used in every country and in every organisation. 
Managers change organisations and places but use the same principles. 

IG NIFICANCE/IMPORTANCE OF PRINCIPLES OF MANAGEMENT 
linciple is a fundamental truth that provides a guide to thought or action. Management of 
Ness has become very complex these days. Managers are expected to deal with a number 
obems in their day-to-day working. 

The importance/significance of principles of management may be stated as follows : 

I.  Increases Managerial Efficiency. Management principles have been developed 
from the experiences of various professional people. The principles act as guidelines 
for the managers. The knowledge, ability and understanding of managers under 
various situations increase, thus increasing their decision making capability. The 
managers learn to solve problems in a methodological way without indulging in trial 
and error method. Management principles help in improving the art of management 
by suggesting how things should be done to get good results. 

Z. Optimum Utilisation of Resources. Principles of management help in making 
optimum use of human and other sources. The activities are planned and co-ordinated 
in such a way that various resources are put to maximum use for attaining 
organisational goals. Principles of management are designed to get maximum benefit 
from various resources. The principles suggest to cut down wasteful movements and 
set standard time to complete a task. The saving of time, energy and efforts will help 
in making economical use of resources and getting better results. 

3. Proper Decision Making. Managers are required to take a number of decisions with 
regard to various activities of the business. They are required to assess the resources 
of the organisation very carefully so that proper decisions are taken. Management 
principles provide guidelines for taking decisions scientifically and systematically 
under different situations. F.W. Taylor suggested to replace the rule of thumb by 
scientific approach and eliminating bias of the decision-maker. 

4. Adjusting to Changing Environment. Business environment keeps changing from 
time to time. A business has to adopt to changing environment for survival and 
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growth. Management principles train the managers in implementing the changes at a 
right time and in a right direction. Though management principles provide general 
guidelines but these can be modified as per the changing conditions and 
requirements. 

5. Train Managers. Management principles are needed to train managers. In the 
absence of principles, the training of managers will depend upon teal and error 
methods. Management principles stress on scientific judgements and logical thinking. 
Formalised methods of acquiring training are possible only when there exists a 
systematised body of specialised knowledge, techniques and principles. 

6. Effective Administration. Effective administrative is the requirement of every 
organisation. Administration is the function of top management. Various plans and 
policies are formed under this function. Principles act as guidelines and base to form 
various administrative policies for smooth running of the business. Management 
principles help in taking unbiased decisions. The emphasis will be on objectivity and 
scientific decisions. For example, principles of unity of command, scalar chain, unity 
of direction lead to smooth functioning of the organisation. 

7. Fulfilling Social Responsibilities. A business is the creation of society and makes 
use of various resources available in the country and thus owes a responsibility to the 
society. Management principles not only help in achieving organisational goals but 
guide managers to perform social responsibilities. Development of management 
principles have helped to attain social responsibilities by increasing efficiency in the 
use of scarce resources, providing good quality products and services at the lowest 
costs and also helping in taking up social causes. 

HENRY FAYOL'S PRINCIPLES OF MANAGEMENT 
Henry Fayol was born in France in 1841. He joined as a junior executive in 1860 in a mining 
company and rose to the position of its Chief Managing Director in 1888. His workshop 
experience contributed a lot to his thoughts on management. He felt that there could be a 
single administrative science whose principles are universally applicable, irrespective of the 
type of organisation and managerial situation. Fayol developed a general theory of 
management. In 1916 he published the book Administration Industriella et Generale in 
French which was translated into English in 1929. It was only in 1949 that this book titled 
General and Industrial Management was freely available in United States. 

Major contributions of Fayol 
Fayol contributed as follows : 

1. To identify and classify business activities. 

2. To identify management as a separate set of skills or functions. 

3. To classify functions of management into five elements 

4. To develop universal principles of management. 

5. To emphasise managerial qualities. 
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Fayol classified all industrial or business activities into six groups as follows: 

(i) Technical activities (ii) Commercial activities 
(iii) Financial activities (iv) Security activities 

(v) Accounting activities (vi) Managerial activities 

Fayol concentrated on the analysis of sixth category i.e., managerial activities. 

Fayol's Principles of Management 
Fayol suggested 14 principles of management for running the business efficiently. 

Obese principles are studied as follows : 

1. Principle of Division of Work (Specialisation). Divison of work implies division of 
he total task in order to lighten the total burden and promote specialisation in such a way that 
me person does only one thing rather than doing everything himself. This helps to avoid the 
r ate of time and effort caused by changes from one work to another. 

Fav of has opined that this principle of division of work and specialisation should be 
"plied to all kinds of work— technical as well as managerial. 

For example, in a furniture manufacturing industry, one person may be asked to cut 
s of wood, another may be asked to join them, the third one to paint the furniture and so 

. When one person repeats the same work again and again he will become a specialist in 
Eat ork and his efficiency also improve, instead of one person undertaking up all the stages 

the work. 
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Positive Effects 
(i) Specialisation. When a person repeats the same work again and again he wil, 

become specialist in that work. He will he able to handle the same very well. 

(ii) Higher Efficiency. While repeating the same work again and again, a person wii 
perform better and will improve his efficiency. 

Limitations 

(i) Monotony. While doing the same work again and again, one starts feeling 
monotonous. 

(ii) Lack of Initiatives. A person goes on doing only one activity, he will not be able 
to do any new thing. The persons will not take new initiatives in improving the 
work. 

2. Principle of Parity between Authority and Responsibility. This principle states that 
authority and responsibility should go side by side. A person can be accountable for certain 
activities only if he has been given authority for getting the work done. Responsibility and 
authority should be commensurate with each other. Fayol viewed that people seek authority 
and fear responsibility. But a good leader must have courage to accept responsibility. 
Authority without responsibility leads to irresponsible behaviour while responsibility without 
authority makes a person ineffective. 

For example, if a foreman is given a target to produce 500 units in a week, he should be 
given authority to employ persons as per needs and procure materials required for the targeted 
object. The responsibility given for production should be associated with the authority to 
arrange requisite inputs. 

Positive Effects 

(i) Better Results. When authority and responsibility are matched then the results 
will be better. No body will be able to complain of lack of authority for getting the 
things done. 

(ii) Meeting Targets. The targets will be met in time because there will be no reason 
to complain. 

Limitations 

(i) Misuse of Authority. There may be a fear that authority may not be misused. A 
person may also lack ability to use authority. 

(ii) Overburden. More responsibility may overburden the persons and performance 
may be adversely affected. 

3. Principle of Discipline. Discipline means obedience, respect of authority and 
observance of the established rules. Discipline is essential for the smooth running of business 
and without it no business can prosper. According to Fayol, good supervision at all levels, 
clarity of rules and built in system of reward and punishment help to maintain discipline. 

For example, the employees should meet their commitments towards the organisation and 
help it in achieving the objectives. The superiors should also take care of employees and meet 
their demands of fair wages, increments, incentives, promotions, etc. 
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Positive Effects 

i) Enhances Efficiency. When workers obey discipline and follow rules and 

[
regulations properly, their efficiency will improve. 

(ii) Proper working. The observance of discipline in an organisation helps in 
systematising the work. Everybody will take its responsibility seriously which will 
help in improving the working environment. 

Limitations 

(i) Chaos and Confusion. In the absence of discipline, there will be chaos and 
confusion in the organisation. 

( ii) Delay in work. Lack of discipline will delay every activity because nobody will 
take its responsibility seriously. 

(iii) Wastage of resources. In the absence of proper discipline there is a likelyhood of 
wastage of resources. 

4. Principle of Unity of Command. This principle states that one person should receive I. 
Niers from only one superior, in other words, one person should be accountable to only one 
o“. If one person is under more than one boss then there can be contradictory orders and the 
ubordinate fails to understand whose orders to be followed. 

If the principle of unity of command is not observed, the authority is undermined, 
jscipline weakened, loyalty divided and confusion and delays are caused. 

For example, when more than one person gives orders to a subordinate then there is a 
ossibility of giving contradictory orders. If boss A asks his subordinate to complete a 
articular work to day and boss B gives another assignment to the same subordinate. The 
ubordinate will be confused and will not be able to decide to whom to follow. It will create a 
roblem of lack of direction among subordinates. 

Positive Effects 

(i) No Confusion in Direction. When one person directs the activities then there will 
not be any confusion about the command. 

(ii) Improves Efficiency. Every employee knows to whom to obey and ask for 
instruction, it will improve efficiency of employees. 

(iii) No Ego Problem. Proper decision about hierarchy will help in avoiding ego 
problem among employees. 

Limitations 

(i) Centralisation of Powers. Unity of command brings centralisation of power and 
brings delays in decision making. 

(ii) Communication Delays. Wher order and instructions come in line from above to 
bottom there is a likelihood cl delay in communication. Such delays may result in 
late implementation of decisions. 

5. Principle of Unity of Direction. The principle of unity of direction means that there 
hould be one head and one plan for a group of activities having the same objectives. Each 
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group of activities with the same objective must have one plan to active and must be uncle] 
the control of one supervisor. This principle will lead to co-ordination among different 
activities. 

For example, if a textile unit is dealing with ginning, weaving and spinning activities. all 
the three activities should have common goals and be directed to achieve the objectives. In 
order to have unity of direction among three segments of the business, there should be 
separate supervisors looking after and co-ordinating their own activities. 

Positive Effects 
(i) Achieving of Organisation Goals. Unity of direction helps in achieving 

organisational goals in a better way. 
(ii) Co-ordinated Efforts. The efforts of all employees are directed in same directic4 

for achieving targeted results. 

Limitations 
(i) Individual Initiatives Curtailed. Since everybody has to act according to the 

given directions, individual initiatives are not encouraged even if these may being 
good results. 

(ii) Difficulty in Achieving Goals. This principle may bring problems in achieving 
organisational goals. Every activity will have its own targets and there may be 2-

lack of co-ordination among different activities. 

Differences Between Unity of Command and Unity of Direction 
Principle of Unity of Command  Principle of Units of Direction 

1. This principle insists on one boss on one 
subordinate. 

2. This principle is concerned with the 
functioning of people. 

3. The emphasis is on one command and fixing 
of responsibilities. 

4. It helps in improving efficiency by deciding 
hierarchy.  

There is an emphasis on one unit and one plan. 

This principle is related to the activities. 

The emphasis is on directing the efforts of one 
department for helping in achieving its goals. 

The effort is to achieve co-ordination amonc 
different people. 

6. Principle of Subordination of Individual Interest to General Interest. It is ar 
essential function of management to make people realise the objectives of the group anc 
direct their efforts towards the achievement of these objectives. The interest of the group muss 
always prevail over individual interest. This principle implies harmony of personal interest 
and common interest. Fayol was of the opinion that the interest of one employee or a group of 
employees should not prevail over the interest of the enterprise as a whole. When the 
individual interest and the common interest differ, it is the duty of the management tc 
reconcile them. In order to achieve this, managers must set a good example and must be firm 
but reasonable in dealing with subordinates. Fair agreements with subordinates and oonstani 
supervision are essential to prevent promotion of individual interest at the cost of general 
interest. 
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For example, the organisation may be improving the quality of products for better image 
workers may be interested to produce more and more products for earning more wages, 

ri =icing quality standards for increasing their output. In this case the object of the 
anisation for improving quality will prevail and not the workers objective for rushir g 
)ugh production for producing more products. 

Positive Effects 

(i) Achieving organisational Goals. When organisational goals have priority over 
individual goals then it will he easy to achieve them. 

(ii) Co-ordination. There will be a co-ordination between organisatio ial and 
individual goals and former will get priority. 

Limitations 

(i) Difficulty in curbing individual Aspirations. It is very difficult to curb personal 
priorities in a real situation. 

(ii) Organisational Goals Suffer. Individuals try to achieve personal goals by 
ignoring organisational goals. 

7. Principle of Fair Remuneration to Workers. Fayol was of the view that the 
au neration paid to the workers should always be just and fair and should afford maximum 
isfaction to both employees and the employes. The management must ensure fair reward 
the work and decide the most equitable method of calculating wages. The rates of wages 
end upon a number of factors such as the cost of living, the demand for labour, general 
'mimic conditions, the current state of business and the value of the employee. It should 
wide sufficient incentive to the well-directed effort but over payment beyond reasonable 
tits is undersirable. 

For example, if the organisation earns higher profits then it should distribute some of it to 
orkers in the shape of production bonus, it will motivate workers to further improve 

it ork. 

Positive Effects 

(i) Motivation of Employees. When employees get fair remuneration for their work, 
they will be motivated to work more and more. 

(ii) Commitment of EmplOyees. The employees will be committed to the 
organisation and will feel a part of it. 

Limitations 

(i) Raises Hopes of Employees. The employees will raise hopes for getting more and 
more wages. If the management is not able to satisfy the employees hopes then 
they will feel demoralised and their performance will be adversely affected. 

(ii) Higher Wage Costs. There may be higher financial burden on the organisation. 
The wage bill is an important element of total cost, any increase in it will affect 
financial position of the organisation. 



(i) Reason for Confusion. When both centralisation and decentralisation are usea 
then there may be some confusion at different levels for taking decisions. 

(ii) Misuse of Authority. There is a likelyhood of misuse of authority at different 
levels. People may use an authority which they are not authorised to use. 

9. Principle of Scalar Chain. Scalar chain refers to 
the chain of superiors ranging from the ultimate authority 
to the lowest ranks. Fayol felt that a hierarchic channel 
called the scalar chain is necessary to ensure unity of 
command and effective communication. Communication 
should follow through the established chain of command. 
However, a 'gang plank' may be created by passing the 
established line of authority to facilitate quick 
communication. Fayol illustrates this point with the help of 
the following example : Scalar chain 
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8. Principle of Effective Centralisation and Decentralisation. Centralisation Inca 
concentration of authority in the hands of few, i.e., top management. Everything which got., 
to increase the importance of subordinate's role is decentralisation and everything which g 
to reduce it is centralisation. Fayol was of the opinion that centralisation and decentralisati 
is a simple question of proportion and this proportion of finding the optimum degree shoul 
be decided keeping in view the circumstances of the particular case. The degree 
centralisation may be different in different cases, but a balance must be maintained betwee 
centralisation and decentralisation of authority to attain the best possible result. 

A small company may have more centralised system but in a large compan 
decentralisation will be necessary to carry out the activities properly. So Fayol advised not t 
have complete centralisation nor complete decentration but a combination of both. 

For example, there may be centralisation for deciding plans, policies and major decisions 
but decentralisation may be allowed for day to day activities and routine activities such as 
fixing of targets for workers etc. 

Positive Effects 

(i) Benefits of both Centralisation and Decentralisation. When both centralisation 
and decentralisation are used as per the needs of the situations and activities, one 
may have the advantages of both. 

(ii) Quick Decision Making. Since decision making is at top level, decision making 
will be quick, operational decisions will be taken quickly at decentralised level. 

Limitations 

Suppose, the scalar chain in an organisation is represented by the double ladder. Any 
communication from F to P will flow upwards to A through E, D, C and B; and then 
downwards through L, M, N and 0. It will obviously take a long time. Hence, in order to 
minimise the delay involved in communication, a gang plank between F and P may be created 
as shown by a dotted line. 
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However, Fayol was of the opinion that the gang plank should not be a normal practice as 
indermines the established lines of authority. But whenever it is necessary to do so in order 
!void delays and distortions, the subordinates should use the gang plank. 

Positive Effects 

(i) Systematic flow of Information. The information flows in a proper hierarchical 
way to first upward at the top and then lower where it is to be sent. 

(ii) Quick Information through Gang Plank. When quick communication is needed 
at same levels of different segments then it can take place directly by avoiding the 
scalar chain. 

Drawbacks 

(i) Time Consuming. Communication through scalar chain is time consuming and 
causes delays. 

(ii) No clarity in Authority Responsibility Relationship. The information is sent 
through various layers without establishing any authority-responsibility 
relationship. Many layers come in between unnecessarily and cause delays. 

[0. Principle of Order. Principle of order does not mean command but it refers to 
Je rly arrangement of men and material, there is a fixed place for everything and everyone 
th e organisation. Fayol was of the opinion that there must be a fixed place to keep every 

at .rial and other things used in the organisation. Similarly, there should be a fixed place, 
b i n or seat for every employee in the organisation. This order will ensure that no time is 
is ed in locating any material or any person. 

For example, if a worker needs some guidance form a supervise, he should know where 

Pe rviser's cabin is so that he should go to that place without wasting any time for searching 
upervisor. Similarly, if a worker needs a tool, he should know where the tool box is kept 
if a material is required then the place where material is required should be known. d  

Positive Effects 

(i) Avoiding wastage of time. When materials or persons are available at fixed 
places then there will not be any wastage of time in locating them. 

(ii) Smooth working. When men and materials are properly arranged, there will be a 
smooth working in the organisation. 

Drawbacks 

(i) Avoiding Proper Order. There is a tendency to avoid proper order for men and 
materials. People may follow their whims and fancies. 

(ii) Causing Delays. The issue of materials or other things any be delayed due to 
excess paper work, defeating the basic purpose of this principle. 

11. Principle of Equity. Equity means justice and kindliness. Fayol was of the opinion 
at to encourage workers to fulfil their duties with devotion and loyalty, management should 
al with employees with equity-based on kindness and justice. There should neither be 
potism nor favourtism and all should be given just and fair treatment. However, Fayol says 

41 
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that equity does not mean a total absence of force or harshness or equity does not mean 
salary to a peon and a supervise but equity means application of same disciplinary and 
rules in the same way irrespective of their grade, gender, position etc. 

For example, all the employees should be treated similarly while applying various 
and iegulations 

Positive Effects 

(i) Employee Satisfaction. When all the employees are treated similarly, they will 
happy and satisfied. 

(ii) Motivation. The employees will feel motivated and their morale will be boost 

Limitations 

(i) Dissatisfaction. There may be dissatisfaction among some sections of employ 
who feel themselves better than others. 

(ii) Increased Turn over. The equity among employees may discourage some 
them and labour turnover may increase. 

12. Principle of Stability in the Tenure of Personnel. Stability in the tenure 
personnel is very essential because it takes time to get used to a job. Fayol was of the v 
that instability of tenure of personnel is both the cause and effect of bad management. A v 
high rate of labour turnover or change of personnel increases cost of selection and tra.  
and creates a bad name for the organisation. It also causes instability and insecurity in 
minds of the workers. To secure loyalty of workers, it is very essential to provide security 
service to the workmen. 

For example, if there is a regular turnover of workers, the new employees will take 
in understanding the environment and adjusting to new situation, there will be loss 
production due to frequent changes of workers. 

Positive Effects 

(1) Improves Efficiency. The stability of tenure of employees will improve tt  
efficiency and performance. 

(ii) No wastage of Time. The time taken by new employees in settling down to 
job will be avoided. 

Limitations 

(i) No new Initiatives. The same employees may not having new ideas 
initiatives. 

(ii) Brings Lethargy. When employees are ensured of stable employment, they n-

become lethargic. 

13. Principle of Initiative. Initiative implies the power of thinking out a plan ad 
ensuring its successful implementation. The manager should encourage or inspire thi 
confidence of his subordinates so that they show initiative. For this, Fayol suggests that 
manager should sacrifice his own vanity. Initiative is a powerful motivator of hur 
behaviour and a source of strength for the organisation. 
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,dwriCre leading   a plan if the manager asks for suggestions from subordinate 
their pros and cons before finally reaching a conclusion, the 

friL:-.:,uraed and motivated. It will be easy to implement a decision, if it is 
:he employees. 

in:z 1 ,f Belongingness. When employees suggestions are given due weightage, 
tour _ clop a feeling of belongingness to the organisation. 

Hat: na Employees. The employees will feel encouraged if they are given a 
_ suggestions on different aspects of the business. 

%ea ,.d u,e. Dissatisfaction. If the suggestions of employees are not accepted then 
:e1 discouraged and dissatisfied. 

ersely affect Work. When workers are encouraged to take initiatives, 
:ay to day work may be adversely affected. 

214c -* of Esprit de Corps. The principle implies that there should be co-operation 
the members of an organisation. Literally speaking, esprit de corps 

of loyalty and devotion to the group to which one belongs. The manager 
- a constant effort to ensure harmony, cohesiveness and espirit de corps 
- hates to ensure unity and high morale which is very essential for the 

Fayol suggested to discard two temptations for this (i) to divide and 
_Ise of written communication. 

-: should try to develop a sense of belongingness among the employees and 
_m spirit to achieve organisational goals. 

:.ample, if a group is assigned a task to achieve, the group may divide the work 
members, the spirit should be that the work is to be achieved by the group and 

_  :duals. 

• 'N e Effects 

Develops Team Spirit. This principle helps in developing a team spirit for 
undertak ng various tasks. 
Improve Performance. A work done in a team spirit will bring better results and 
improves performance. 

Limitations 

Avoiding work. When work is done collectively, then some persons may not 
contribute wholeheareadly while others may have to work more. 
Discoura; ,,es efficient Persons. Efficient persons may feel discouraged since the 
credit for r,00d performance goes to all and not to individuals. 

nclusion 
Henry Fayol's principles have helped in systematising management. These principles are 
effective and their application will depend upon the persons applying them. Fayol has 
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clarified that since management is related to human beings, there may not be a sense of 
finality. It is the decision of the manager to use these principles. He will decide the use with 
regard to the situation and need. The principles of Fayol have an element of flexibility. 

UNIVERSALITY OF MANAGEMENT PRINCIPLES 
The principles of management are valid for most organisations under most circumstance,. 
They are applicable to private as well as government organisations. The basic activities such 
as planndng, organising and controlling are relevant to all organisations big or small. It i, 
generally believed that principles of management are of universal nature and apply to ever 
type of organisation. 

F.W. Taylor, Henry Fayol, James Lundy advocate for the universal application A 
management principles while some authors have different opinion also. 

 

I 

 

Arguments in Support of Universality 
(i) The principles of management can be transferred from one person to another; 

(ii) The principles of management can be applied in all situations and at all times; 
(iii) The principles of management are statements of general truths; 
(iv) The same principles of management can be applied to all types of organisatio 

and can be transferred from one organisation to another; 
(v) The principles of management are applicable to all countries and can be,  

transferred from one country to another and  • 
(vi) The principles of management can be applied with equal utility at various levels of 

management. 

Arguments Against Universality 
(i) The goals of business and non-business organisations are different; 

(ii) There are different cultures in different countries and hence principles of 
management as such cannot be transferred from one country to another; 

(iii) Different organisations have different problems and as such management 
principles cannot be transferred from one organisation to another; 

(iv) Many managers accept this universality of principles in theory but disregard this in 
practice and 

(v) There are inherent difficulties in the exchange and application of management 
principles. 

Conclusion 
After examining the arguments put forth in favour of and against universality of 

principles of management, we can conclude that the principles of management are flexible 
and capable of adaptation. These principles may be used with equal utility by the managers of 
various organisations at various levels of management with some minor modifications 
according to the needs of the organisation. 
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F1C MANAGEMENT 

macs. it was thought that management is a matter of expcfience. A businessman 
affairs by using his experiences or 'hit or miss' methods. No deliberate aiierapt 

se improve the skills of management. Industrial revolution in England around 1850 
t impact on management practices. There were inventions of new machines 

of production were radically changed.,A great need was felt for the development 
management to cope with the increased industrial pace. 

Taylor made a significant contribution in the development of management science. 
called the Father of Scientific Management. It is essential to have a look at the 

of Taylor for getting a better understanding of scientific management. 

Winslow Taylor was born in 1856 in Philadelphia, U.S.A. He started his career as 
in small machine making shop in 1870 and later became the Chief Engineer of 

Steel Works. He worked on many positions in the factory and keenly observed the
e became disgusted with the existing monotonous methods of working and soon 

atu lapll that there was a lot of waste of material and production. He carried out many 
iptriiiments for fmding out 'the one best way of work.' 

_-• T evr applied scientific reasoning to management. He presented a paper titled A Piece 
• em in 1895. He wrote books known as Shop Management in 1903 and then 

I e s and Methods of Scientific Management in 1911. Taylor's philosophy of 
management was developed and popularised by his contemporaries and associates 

a'anierson, Henry Gantt, Frank Gilbreth and many others. 

r

LEANING OF SC EN` MANAGEMENT 

is management implies the application of science to the management of a business 
. It stresses the need for replacing traditional techniques by scientific techniques. 
is management, in essence, is the art of knowing exactly what is to be done and the 

way of doing it. In this approach scientic techniques are applied in methods of work, 
-tment, selection and training of workers. Scientific management also teaches the 
- ation of scientific investigation for solving problems of industrial management. Some 

-tions are given to understand the nature of scientific management. 

- F.W. Taylor. "Scientific management means knowing exactly what you want men to do 
lid seeing that they do it in the best and the cheapest way." 

I  Peter Drucker. "The organised study of work, the analysis of work into its simplest 
lements and the systematic improvement of the worker's performance of each element." 

Lawrence A. Apply. "Scientific management is a conscious orderly human approach to 
, performance of management responsibilities as contrasted with day in and day out rule of ;In  

b, hit or miss approach." 

From the above definitions it is clear that scientific management is concerned with the 
;placement of old and outmoded techniques with the scientific methods of production. 
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FEATURES OF SCIENTIFIC MANAGEMENT 
A careful st e mitions given a i ove would enable us to draw the followi n 

ortant features of scientific management : 

1. Systematic Approach. Scientiic management is a systematic and analystical 
approach for solving industrial problems. 

2. Mental Change. Scientific management brought a complete mental change for 
workers and employers with respect to their mutual relations and work efforts Both 
the parties started thinking of better production targets and resulting in higher profits_ 

3. Discards old Methods of Work. F.W. Taylor wanted to replace old methods and 
doing work. The approach of learning through trial and error was discarded and 
modern techniques were adopted for improving production and bringing efficiency 
among workers. 

4. Best Methods of Doing Work. There may be a number of methods for doing the 
same work. Taylor wanted to use the best method for doing the work. 

5. Strict observance of Rules. Taylor emphasised the strict observance of rules and 
regulation because these are formed after proper deliberations and their application is 
in the interest of the organisation. 

6. Proper Selection and Training of workers. Taylor introduced scientific methods 
for recruitment and training of workers so that suitable persons are employed for 
various jobs. 

7. Weightage to Specialisation. Scientific management is based on dividing the work 
into small parts and assigning it to those who have specialisation for it. It improves 
productivity and efficiency. 

AIMS AND OBJECTIVES OF SCIENTIFIC MANAGEMENT 
The scientific management aims at the following : 

1. Increased Production. In scientific management better methods of production are 
used. The rate of production increases with the use of latest technological methods. 

2. Better Quality Goods. Since new methods of production use the latest technology, 
the quality of goods automatically improves. In traditional methods of production 
there was no control over quality. Scientific management aims at producing better 
quality products and workers are made conscious of such aims. 

3. Cost Reduction. The cost of production is reduced by rationalising planning and 
regulation. Since scientific management also aims at increased production so cost of 
production goes down when scale of production goes up. Different cost control 
techniques are used to keep check on costs. 

4. Elimination of Wastes. During his work at factory level F.W. Taylor noted that there 
were wastes of various factors of production. He advocated elimination of wastes at 
every level. 
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11. Right Placements. Another aim of scientific management is to place right persons at 
right jobs. It could be made possible through scientific selection and training of 
employees. The workers will specialise only if they will be placed on those jobs 

hich suit their qualifications and training. 

f. Allowing Incentives. Taylor related wage incentives with efficiency of workers. 
Scientific management aims to pay higher wages for increased production. The 
efficient workers are allowed much higher wages and allowances as compared to 
inefficient persons. 

INCIPLES OF SCIENTIFIC MANAGEMENT 
win' g are the principles of scientific management : 

Science not Rule of Thumb. Taylor wanted to replace old methods of doing work. 
He insisted that each job in the organisation should be based on scientific enquiry and 
not on experience, trial and error, intention etc. There must be thinking before doing 
which is not the case in rule of thumb. For example, while fixing the time required 
for completing a job, it should be based on time study basis and not in the basis of 
past experience. 

2. Harmony, not discord. This principle state that there should be complete co-
operation between management and workers. Both the sides should develop mutual 
trust and understanding between themselves. Generally, organisations have two 
groups of people, workers group and management group. Management tries to 
increase profit and not meeting aspirations of workers, the workers feel that 
management is exploiting them by underpaying them. Taylor wanted that there 
should be a mental revolution, which means complete change of attitude and outlook 
for each other. Management and workers should develop positive thinking for each 
other and work in harmony to achieve organisational objectives. 

For example, the workers want management to give them higher wages and fringe 
benefits, the management, on the other hand, wants to maximise profits, both the 
sides may stick to their points of view. Instead of discord, if both the sides decide to 
increase production and earn more profits and meeting aspirations of workers also, 
both the sides will be happy and meet their objectives. 

3. Co-operation, not Individualism. This principle states that every activity in the 
organisation should be carried out with a spirit of mutual co-operation. Taylor wanted 
that managers and workers should set the targets through mutual consultation. 
Management should take workers into confidence while devising policies for them. 
This co-operation will bring positive response of workers for achieving standard 
targets. 

For example, while setting the production targets for workers, if manager consults 
them and incorporates their view points, then workers will honestly work to achive 
the targets. 

4 Development of workers. The efficiency of an organisation will depend upon the 
efficiency of workers. The efficiency of workers is linked to their proper selection 
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and training. This principle states that there should be proper selection of wor 
based on tests and interviews. The selected workers should be given adequate 
to undertake the work properly. The potentialities of workers should be developed 
the maximum so tl at they are ready to take up higher jobs in future. The wo 
should be given regular training to update their skills. 

For example, the scientific selection of workers will reduce the requirement 
training and their efficiency will be higher. If selection process is not given p 
attention, then workers will need intensive training before they take up their 
properly. This will involve lot of cost to the management. 

TFs CQUES OF SCIENTIFIC MANAGEMENT 
Taylor developed some techniques for scientific management by conducting van 
experiments at his work place. 

I. Functional Foremanship. Taylor suggested that different activities should 
undertaken by specialists only. He suggested that two functions of plz,nning and producti 
should be separated. The planning department should concentrate on planning the task 
issuing instructions to the workshop for implementing them. Productim work should 
undertaken by those who are specialised in it. Production department will execute the w 
devised by planning department. Taylor suggested that each department should ha 
functional experts to supervise, guide and instruct the worker. Since one supervisor cannot be 
expert in every aspect of work so Taylor stressed on minimum eight specialists or functional 
experts to supervise and give orders to workers. Each boss will be a specialist in one activity 
and will be directing the workers for that activity. This technique is an extension of division 
of work. Taylor suggested eight functional specialists, the first four attached with planning 
work and the next four with the shop or production work. The eight functional experts 
suggested by Taylor are : 

Under Planning Department 

• (1) Route Clerk to lay down the sequence of operations and direct the workers to 
follow the same. 

(ii) Instruction Card Clerk to lay down the exact method of doing a work, use of tools 
and equipments, and the optimum speed at which machines are to be worked, etc. 

(iii) Time and Cost Clerk to keep records of time spent by different workers on 
different jobs, to give necessary instructions to workmen regarding time and rate 
and also to obtain proper return of work from them. 

(iv) Shop Disciplinarian to deal with the cases of breach of discipline and absenteesm. 

Under Production Department 

(i) Gang Boss to assemble and set up various equipments and tools to enable the 
workers to begin their work immediately after entering the shop. 

(ii) Speed Boos to ensure that machines are run at their optimum desired speed. 
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• c to ensure regular cleaning, servicing, and repair of machines to keep 
:lent working order. 

- - ensure that the workmen.do the work of the requisite quality and the 
uted as per specifications. 

_ e can say that Taylor aimed at total streamlining of the production 
concept of functional foremanship has been found to be unrealistic and 

in actual practice. The dangers of functional foremanship include 
of unity of command, lack of coordination, issue of duplicate and 

my or contradictory instructions, etc. 

:ion and Simplification of Work. Standardisation and simplification are 
scientific management. Standardisation means setting standards for 

There may be standards for work to be performed by every worker. In the 
may also be set for raw materials, machines, tools, conditions of work, 
measures, quality etc. Standardisation of output is possible if standard is 

selection of tools, equipment, materials etc. to the standards of quality. 
of standardisation is as follow : 

the given line of product to fixed type, size, etc. 

allow interchangeability of manufactured parts and output among different 
and departments. 

_ J set up performance standards for men, materials, quality standards etc. 

n is the process of determining a limited number of types, sizes, varieties 
articles for production with the object of better control and elimination of waste 

is ultimate economy and ease in manufacture. It emphasises on elimination of 
Iry diversity of products, size and types. The more variety will mean more 

I. more inventory, more labour cost etc., By simplifying the task there can be 
in use of various inputs. It will help in improving the quality and reduction in cost. 
objectives of simplification are: 

Economy in the use of machines 

Economy in the use of staff 

) Bringing down labour cost • 

amplification helps in reducing the number of types. A paper manufacturing concern 
* to reduce the types of papers from 2000 to 200 through simplification process. 

Fatigue Study. Fatigue study is undertaken for the following : 
411 - 

• \ To decide about the frequency of rest pauses 

To decide about the duration of rest pauses 

To decide about the number of rest pauses. 

orkers are human beings with different bult-up, physical strength and psychological 
rework. They are prone to fatigue on account of over work, stress and strain. A manager 
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has to decide about the rest pauses to be given to workers while they are working. Taylor was 
of the opinion that a manager should not fix the rest pauses arbitrarity. It should be 
scientifically decided. A worker should be observed while working on the job and his 
performance should be noted down. It should be observed when the efficiency of the worker 
starts declining and he needs a break. This time can be noted to decide frequency of rest 
pauses and after how much interval the worker becomes fresh again. When rest pauses and 
their frequency is decided after observing the workers, these will be more scientific. 

4. Method Study. Taylor wanted to use only the best method of production instead of 
following rule of thumb method. He was of the view that various methods of doing work 
should be studied and the one giving more benefits at minimum cost and efficient use of 
resources should be selected. For example, if weaving of cloth can be done both manually 
and with the help of machines both the methods should be tried in the organisation and results 
noted. The method which keeps production cost at minimum and gives maximum gains while 
making maximum use of resources of the organisation should be selected. 

5. Time Study. The technique of time study is used to determine the following: 

(i) Determine the standard time required to perform the job. 
(ii) Deciding the standard target for workers. 

(iii) Determining the number of workers required to carry out the work. 
(iv) Categorising the workers according to their efficiency. 

Taylor suggested that time taken for undertaking a job should not be decided arbitrarily or 
by intuition rather it should be scientifically determined. He wanted that time study should be 
conducted to determine the standard time scientifically. He advocated that time taken by as 
average worker to perform a job should be observed with a stop watch in hand. The time 
taken by average worker for completing the job should be noted 100 times and then average 
time be determined. Thus time should be taken as average time required for doing that job.. 
The targets for workers should be fixed while keeping this time in mind. If a worker 
completes the task in standard time then he will be taken as an average worker. If a worker is 
able to complete the task in less than the standard time, he will be an efficient worker and if a 
worker fails to achieve the task in standard time then he will be called an inefficient worker. 

6. Motion Study. This study is conducted to observe and decide the following: 

(i) Determine the movements of workers while on job. 

(ii) Determine the productive and unproductive movements of workers 
(iii) Cutting down unproductive movements 
(iv) Designing tools and equipments to minimise unproductive movements of workers_ 

In order to conduct motion study, Taylor suggested that an average worker working 
the job should be observed. His movements, while taking up the task, should be noted do 
The movements of the worker, how many times he bends down, what are his movements 
different sides should be observed and noted down. These movements should be divided 
productive and unproductive movements. Efforts should be made to avoid or reduce 
unproductive movements. By avoiding some movements, a worker will save time and enerr, 

may be used to increase efficiency level or productioon capacity. 
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e ground RTefe-eding it 
machine, the material may be placed on a table besides him so that the worker may not 

quired to bend again and again. 

7. Differential Piece Wage System. Taylor was of the view that differential wage rates 
ild be paid to efficient and inefficient workers. In his opinion, the efficient workers will 
motivated when they get higher wages and inefficient workers will try to improve their 

,ut for getting higher wages. In this method a wage rate is fixed for standard work. A 
ker producing standard output will get the standard wage rate and a worker producing 
e than the standard output will be paid a higher wage rate than the standard rate, a woker 
facing lower than the standard output will be paid lower wage rate. 

For example, a standard output is fixed at 10 units per day and rate per unit is 7 5 A 
ker producing more than 10 units will be paid 7 6 per unit and a worker producing less 
the standard output will be paid 4 per unit. Under this system, a worker producing 12 

. will get 7 72 and a worker producing 8 units will be paid 7 40 as wages. The differential 
:e rate system assumes that workers will be motivated to increase their output beyond the 
Idard output in order to get higher wages. 

8. Mental Revolution. The techniue of mental revoltion aims at the following : 

(i) There should be attitude change among workers and management. 
(ii) There should be co-operation between workers and management 

(iii) Both the sides should avoid suspecting the other. 

Taylor thought that there is a conflict between workers and management. Workers feel 
management wants to get more and more work from them, they are overburdened and are 
less. The management, on the other hand, feels that workers try to work less, damage 

ipment, complain of working conditions, demand higher wages. Taylor stressed that there 
zed to change the attitude of workers and management. Instead of suspecting the intention 
each other, they both should co-operate among themsleves. Taylor referred to this change 
nind. The positive thinking among workers and management will help both the sides and 
1  be in the interest of the organisation. 

NEFITS OF SCIENTIFIC MANAGEMENT 
entific management aims to develop each man to his greatest efficiency and prosperity. It 
.bles to increase production and productivity, reduce cost of production and maximise 
sperity. 

The main advantages arising out of scientific management are as follows: 

1. Increase in Production and Productivity. The scheme of scientific management 
involves planning of task and scientific methods of doing work. This results in the 
increase in production and the output per worker and per machine because of 
increased efficiency. 

2. Reduction in Cost of Production. Scientific management ensures avoiding of all 
types of wastages and losses. There is planned production and production time is 
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minimised. This leads to reduction in cost of production. The economies of large-
scale production further reduce cost per unit of production. 

3. Better Quality Products. Standardisation, which is an essential element of 
scientific management, ensures better quality products. 

4. Benefits of Division of Labour. The principle of specialisation adopted and 
scientific management enables to attain the benefits of division of labour. The wo 
is simplified and carried in the most economical manner. 

5. Mutual Co-operation between Labour and Management. Scientific manageme 
is concerned with changing the attitude of management and the workers. It i 
instrumental in developing healthy co-operation between workers and management.. 
thereby it removes the cause of industrial disputes. 

6. Proper Selection and Training of Workers. One of the essential elements o 
scientific management is proper selection, placement and recruitment of workers. 
Misfits are avoided and right man is given a right job. 

7. Better Working Conditions. Scientific management provides better conditions of 
work to the workers, viz., proper working hours, rest pauses, ventilation, lighting. 
floor spac, safety, etc. 

8. Better Utilisation of Resources. By elimination of unnecessary movements of men 
and machines, elimination of wastages, motivating labour to work efficiently am: 
effective supervision of all types of resources, scientific management enables the 
optimal use of all resources. 

9. Increased Wages. Under the scheme of scientific management, efficient workers 
get increased wages due to differential wage-incentive plans as suggested by the 
propounders of scientific management. The increased wages improve the standard of 
living of the workers. 

10. Gains to Consumers. Consumers are benefited by the richer quality products made 
available at cheaper prices due to the benefits of scientific management. This 
enables them to attain higher standards of living. 

11. Gains to Community or Nation. Scientific management provides many benefits to 
the community at large. It ensures industrial peace, increased production, maximum 
prosperity, increase in national income, higher standards of living, rapid industrial 
development, etc. 

12. Gains to Owners/Investors. Increased productivity, large-scale production and 
reduction in costs lead to increase in profits to the investors or the owners. 

CRITICISM OF SCIENT'FIC MANAGEMENT 

In spite of so many benefits, scientific management has evoked certain criticism from various 
quarters. It has been severely criticised by the workers, the employers and the industrial 
psychologists. The main criticism against scientific management are discussed below : 
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L. .:.vedin2 up of workers. Workers feel that scientific management is nothing but a 
_ .ice to force workers to a greater speed, without much regard for their health and 

,J....jetv. It creates a lot of physical and mental strain upon them. 

of Worker's skill and Initiative. Workers allege that under scientific 
a_.--la•zement they are reduced to the position of machines as the work methods and 

aerations are standardised. The worker has to work according to the instructions of 
tp.e foreman. This leads to loss of initiative from the workers and they cannot suggest 
petter methods of work. They further allege that too much of standardisation, a 
prerequisite for scientific. management, leads to higher productivity only in the short 
run. but in the long run, due to loss of workers initiative it results into lower 
productivity. 

Monotony. Under scientific management the function of planning is separated-from 
that of doing. Every worker is expected to perform his small part of a job due to 
specialisation. This makes the work monotonous and the worker tends to lose interest 
in his job. 

4. Unemployment. Scientific management reduces the number of processes and 
motions of workers, increases the hourly or daily output per worker, increases their 
efficiency by standardisation and division of labour, thereby, it creates 
unemployment by requiring lesser number of workers. 

5. Exploitation of Workers. The workers allege that, under a scheme of scientific 
management, there is an exploitation of workers. The gains of increased productivity 
are not shared appropriately with the workers. The major portion of increased profits 
is taken away by the investors and only an insignificant benefit is given to the 
workers by way of increase in wages and bonus. 

6. Discrimination between Workers. Under the scheme of scientific management, 
efficient workers get more wages as compared to the inefficient ones due to the 
differential wage incentive scheme as suggested by Taylor. This, according to 
workers, brings discrimination between workers. 

7. Undemocratic in Nature. Workers object that scientific management is 
undemocratic in nature as it gives absolute control over workers to the functional 
bosses. The workers have to follow the instructions of the bosses without thinking on 
the part of the workers. 

8. Expensive. The introduction of scientific management involves top heavy 
expenditure on account of standardisation of materials, equipment, tools and working 
conditions. Further, expenses are incurred on conducting time, motion and fatigue 
studies. The extra cost involved in the planning department also adds to the excessive 
expenditure in the scheme of scientific management. 

9. Mechanical in Nature. The most important criticism advanced against scientific 
management by the industrial psychologists is that it is mechanical in approach. The 

53 



I' 

PRINCIPLES OF MANAG EY zt 

workers have to work strictly in accordance with the instructions given to thee 
results in a loss of worker's skill and initiative. The workers are merely reduced 
the position of machines. 

COMPARISON BETWEEN TAYLOR AND FAYOL 
We have seen that both F.W. Taylor and Henry Fayol contributed to the science 
management. There are points of similarly and dissimilarity in the works of both of the 
pioneers. Both realised that the problem of personnel and its management at all levels is t 
key to industrial success. Both applied scientific method to this problem. That Taylor work 
primarily on the operative level, from the bottom of the industrial hierarchy upwards, while 
Fayol concentrated on the Managing Director and worked downwards, was merely a 
reflection of their very different careers. We can, thus, sum up the points of similarity and 
dissimilarity between the two as follows : 

Similarity 

1. Both of them realised the universality of management. 

2. Both applied scientific methods to the problems of management. 

3. Both realised the importance of personnel and its management at all levels. 

4. Both wanted to improve the management practice. 

5. Both of them developed their ideas through practical experience. 

6. Both of them expressed their ideas through their books. 

7. Both of them emphasised mutual co-operation between employers and employees. 

Dissimilarity 

1. Taylor focussed his attention on the problems of shop floor while Fayol concentrated 
on the functions of managers at top level. 

2. Taylor worked from the bottom of the industrial hierarchy upwards, while Fayol 
concentrated on the chief executive and worked downwards. 

3. The main aim of Taylor was to improve productivity of labour and eliminate 
wastages. Fayol attempted to develop a universal theory of management. 

4. Taylor called his philosophy of work as 'Scientific Management' whereas Fayol 
described his work as 'General Theory of Administration'. 

5. Taylor is known as Father of Scientific Management and Fayol as the Father of 
Principles of Management. 

6. Taylor's philosophy has undergone a big change under the influences of modern 
developments, but Fayol's principles of management have stood the test of time and 
are well-accepted even in the present days. 

7. Fayol looks to the management in the wider perspective as compared to Taylor. 

1 
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QUESTIONS 
SHORT ANSWER QUESTIONS 

principles of management. 

Are management principles general statements ? 

Give Fayol's classification of business activities. 

What is division of work ? 

Distinguish between unity of command and unity of direction. 

What is meant by scalar chain ? 

What is esprit de corps ? 

Are management principles universally applicable ? 

Explain the principles of unity of command. 

What is scientific management ? 

What is mental revolution ? 

What is work study. 

LONG ANSWER QUESTIONS 
1. What is meant by principles of management ? Discuss the nature of these principles. 

2. Describe the need for principles of management. 

3. Discuss managerial principles given by Henry Fayol. 

4. Is there universal application of management principles ? 
universality. 

5. What do you understand by management principles ? 
propounded by Fayol. 

6. Describe the essential characteristics of the principles of m 

7. Define scientific management. What are its principles. 

8. Explain briefly the techniques of scientific management. 
9. Describe the importance of scientific management. 

0. Explain the aims and objectives of scientific management. 

1.  Discuss the criticism faced by scientific management. 

• O• 
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Give arguments in favour and against 

Discuss the management principles 

anagement. 
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TRODUCTION 
the fundamental function of management. All other functions of management like 

• . directing, controlling are undertaken after planning. It helps in determining the 
• Action to the followed for achieving various organisational objectives. A planner 
net - ,pportunities and devises ways and means to take advantage from them. There may 

here little bit of planning helps in achieving objectives, this may happen in 
le situations. In a competitive business world, a manager cannot wait for favourable 

▪ stances, he has to decide in the face of uncertainties. There is no place for guess work 
need is proper planning. 

i.ANING AND DEFINITION OF PLANNING 
ming is a decision in advance ; what to do, when to do, how to do, and who will do a 
:lcular task. It is a process which involves thinking before doing. It is concerned with the 
nle state of a manager. The words 'planning' and 'a plan' may be taken as similar but 
r  meanings are different. A plan is a commitment to particular course of action whereas 
ming is an activity consisting of a process. In the words of Haiman, "Planning is the 
ction that determines in advance what should be done. It consists of selecting the 
:rprise objectives, policies, programmes, procedures and other means of achieving these 
actives". In the words of Hart planning is, "The determination in advance of a line of 
on by which certain results are to be achieved", Kuntz and O'Donnell defines planning 
"The selection from among alternatives for future courses of action for the enterprise as a 
)le and each department with it". 

In the words of M.F. Yarlay, "Planning is deciding in advance what is to be done. It 
Dives the selection, of objectives, policies, procedures and programmes from among 
rnatives." 
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Planning is a process requiring the selection of a course of action. The ways and means 
required to achieve organisational goals form the essential part of planning. 

NATURE OR CHARACTERISTICS OF PLANNING 
Planning is an integral part of management. A manager anticipates future problems, analy 
them and anticipates their probable effect on the activities of the enterprise. It is continuousl.  
performed at every level of management. The following discussion will explain the nature of 
planning. 

1. Planning, an Intellectual Process. Planning is intellectual in nature; it is mental 
work. The facts relevant to the situation are related to the manager's experience and 
knowledge. A planner must visualise the situations likely to develop in future. H-2 
should develop a future course of action to be taken for implementation of plans. 

Decisions cannot be made on guess work. A mental exercise is required to foresee 
the pros and cons of various alternatives. The selection of best alternative from the 
available ones will require deep thinking. 

Planning may be an easy task for some while difficult for others, depending upon 
their capabilities. A planner has to think about the following aspects : 

(a) What is to be done ? (b) How is it to be done ? 

(c) When is it to be done ? (d) By whom is it to be done ? 

A decision on these aspects will depend upon the capability of decision-maker. 
Proper thinking about the practical aspects of various decisions will enable a right 
choice at the opportune moment. 

2. Primacy of Planning. Planning is the first function of a planner. Other functions 
like organising, staffing, directing, controlling, etc. are followed by planning,  
Without planning no other function can be performed. How can a manager set up ar 
organisation without having a plan in mind ? How can he appoint and direct staff 
without deciding the objections ? It can be said that planning is the function that 
needs to be done first of all. 

The functions like organising, staffing, directing, controlling overlap. It is not tha 
the other can start only when first is completed. There may also be a need for re 
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at adjustment of planning. Controlling is one function which goes side by 
-*rimming. One is incomplete without the other. 

I Vlim.:.4,gers Plan. Every manager in an organisation has a planning function to 
also be said that planning is a fundamental managerial function. The 

cress of planning is generally over-looked. It is felt that planning is done at 
limb only. This may be true to certain extent that people at top level devote 

air their time to planning than the managers at middle and lower levels of 
.L.:t---ent but every manager at his level of activity has to plan his activities. 

e. importance and magnitude of planning depends on the level at which it 

*71 "If at top level will be fundamental, broad, far-reaching and basic. The chief 
_ :lye will see to it that persons at other levels of management do not plan 
- :I their purview. The scope and extent of planning tend to decrease as it goes to 
- = e i• of management. All managers plan in the organisation irrespective of 

_ the hierarchy. 

is a difference of opinion as to whether planning and execution should be with 
same persons or should be performed by different persons. One view is that 

- *ng should be an independent function and the planner may devote his full-time 
-  •  work. The execution part should be exclusively in the purview of different 

- •  - . This will bring specialisation to these fields and will help in improving their 
— -mance. The other view is that both the functions should be undertaken by the 

= person. A planner will be able to execute his plans in a better way. This will 
- in coordination between planning and execution. A manager should plan as 

as execute the things as he perceives them. 

Planning : A Rational Approach. Planning process is a rational approach to the 
achieving of organisational goals. An action is rational if it is objectively and 
intelligently decided. The aim of management is to reach the goals with the 
application of appropriate resources. Planning suggests a number of alternatives for 
reaching the goals. Future is always uncertain but planning process provides a 
rational approach for suggesting alternative approaches to various situations. 

It is a problem to select an alternative which will help in achieving desired results. 
The balancing of ends and means is also in the purview of planning. Planning helps 
in taking rational decisions for achieving the goals of the enterprise. 

5. Focus on Objectives. An organisation employs a number of persons. Each one of 
them has different personality and attitude. There will be a difference of opinion 
about the objectives of the enterprise and the methods to achieve them. Planning 
focuses attention on setting up organisational objectives and suggests ways to 
achieve them. 

The objectives influence the future course of every business. If the objectives are not 
properly set then the efforts spent on them will go waste. The main purpose of 
planning is to focus attention on setting up of appropriate objectives. 
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6. Leads to Efficiency and Economy. Planning involves the efficient utilisatic 
various resources like capital, labour, machines, materials etc. Every factor 
production is put to efficient and economical use so that the output, i.e., result'  
more than the efforts employed. An effort is made to achieve organisatio 
objectives with minimum resources. Planning helps in controlling duplication 
efforts which also ensures economy. 

7. Limiting Factors. A planner should consider limiting factors like mont ,  
manpower, materials, market, etc. before taking up planning. If a planner igr - 
limiting factors then planning is bound to fail. The planning should start only 
considering the availability of limiting factors. For example, a consideration may - 
of getting a quota for raw materials. The availability of raw materials will be t 
limiting factor. The planner should first determine how much raw materials will 
available during the period. The planning of other things like production, labo _ 
marketing etc. should be consistent with that of raw materials. 

8. Co-ordination. Co-ordination is essential for harmonious working of t- 
organisation. Planning co-ordinates the what, who, how, why and where of plannii 
In the absence of planning different segments of the organisation may put,  
divergent objectives. 

9. Flexibility. Planning process should be adaptable to the changing busines  
environment. If planning is made rigid then it will not be able to achieve busine'  
goals. Planning is a dynamic process and it adjusts with the needs and requiremen: 
of the situations. 

10. Realistic. Planning is based on future forecasts. Though the future is alwa\ 
uncertain but the predictions should be as realistic as possible. The objectives shoul _ 
be realised with normal efforts. If planning is based on wishful thinking then it wi 
not be possible to achieve the goals. Planning is always based on hard realities. 

11. Planning is Continuous. Planning is a never-ending activity of a manager. Planni- 
is always tentative and subject to revision and amendment as new facts becor. 
known. Even in execution of planning there may be a change in settings al-

conditions necessitating modification on a some what continual basis. Generall 
managers follow the practice of re-examining plans regularly and modify them. 
necessary, in view of the new situations. In this way, it will be possible to heed 
new situations and overcome problems. Planning is necessary for situations wile -
things are going well as well as when troubles are faced. All types of situatio-
require continuous planning. 

REASONS FOR PLANNING 
Planning is the first step in management. The increasing complexities of business 
technological changes, increasing marketing competition, changing consumer preference 
have necessitated proper planning. 

an 
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reasons emphasise the need for planning: 

—,ntial for Modern business. The growing complexities of modern business, 
-_-  .ethnological changes, opening of economies to international competition, 

:r.c_ies in consumer tastes necessitate planning not only in the current context but 
_ 

	

	in the future environment. Planning has a future outlook and it takes into account 
possible future developments. 

Related to performance. Planning helps in setting goals for each function and for 
employee. The concerns having formal planning have performed better as 

ompared to those where planning is not taken up as a regular activity. The variables 
for assessing performance may be return on investment, sales target, earning per 
share etc. Studies have proved that planning has been an instrument in improved 
performance. 

Focus on Objectives. The thrust of formal planning is on setting objectives and 
providing guidelines for reaching them. Objectives provide a direction and all 
planning decisions are directed towards achieving them. It ensures maximum 
utilisation of managerial time and efforts. 

4. Proper Allocation of Resources. The needs of the organisation are anticipated with 
the help of planning. The acquisition and allocation of resources can be properly 
planned thus minimising wastages and ensuring optimal utility of these resources. 

Facilitates Control. Planning can be used to devise a mechanism of control. There 
can be quantitative targets and their comparison with actual performance can bring to 
notice any deviations. A periodical review can also help in pointing out low 
performance. The deviations in production, sales, profits etc. may come to light 
during periodic investigations and remedial action can be taken. 

6. Helpful in Decision making. Planning is helpful in the process of decision-making. 
Since planning helps in specifying the actions to be taken for achieving 
organisational objectives, it serves as a basis for decision-making for the future. The 
objectives, plans, policies, schedules, rules etc. serve as guidelines for routine 
decision making 

7. Avoiding Business Failures. Business failures may be due to wrong and unscientific 
planning A bad planning may result into wastage of human and physical resources. 
The enterprise may not be able to face competition from well planned units. Good 
planning will help in utilising available resources in a best possible way thus 
reducing the chances of failures. 

HARACTERISTICS OF A GOOD PLAN 

  

fans are prepared to achieve organisational goals. A good plan will be that which helps in 
thieving objectives of an enterprise. A good plan should have the following characteristics : 
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1. Clear Objective. A good plan should be based on clearly defined objectiv 
Planning is a tool to reach organisational goals. If the goals are not clear then t 
will be a confusion and chaos. The statement on objectives should be clear, con 
definite and accurate. 

2. Proper Understanding. The implementation of a plan will depend upon its pr 
understanding by those who are to execute it. If the concerned persons have 
properly followed the plan or are not clear about the ways of undertaking it then 
will be no use of such a plan. It will be appropriate to convey the plan properly 
then give clarification, if required. A good plan is that which is well understood 
those who are to execute them. 

3. Comprehensive. The plan should cover each and every aspect of the business 
proper fulfilment of objectvies. Various parts of the plan must fit together and t 
purpose and timing should be so arranged that necessary co-ordination results. 

4. Flexible. A plan should be flexible to accommodate future uncertainties. The futL 
cannot be accurately predicted and there is always a likelihood of new things comic.: 
up. A flexible plan will be one which will smoothly adjust requirements of changinz 
conditions. The plan should be broad so that it permits various changes withol. -

seriously affecting its main objectives. The manager should never take a plan as rigid 
He should be ready to meet needs as required by the changing situation. 

5. Economical. The cost evolved in preparing and executing a plan should be 
considered. A plan should be as economical as possible, depending upon the 
resources available with the enterprise. 

APPROACHES TO PLANNING 
Different managers adopt various approaches to planning. These may be based on degree of 
participation, delegation of authority, capabilities of lower level managers etc. Following 
approaches are followed for planning : 

1. Top-Down Approach. This approach means that all types of planning is done at the 
top of hierarchy and implementation is done at lower levels of management. Top- 1  
down approach is generally followed in family managed organisations or by 
traditional or conservative managers. The top level management determines 
objectives, formulates basic policies, devises courses of action for achieving the 
goals, The managers at the lower level have no say in planning but are involved in 
implementation. The management is highly centralised and managers at higher level 
are always occupied with preparing plans and exercise authority. 

This approach is based on the assumption that the managers working at higher level 
are well experienced and professionally qualified. In practice, it is found that 
managers at lower level are also indirectly involved in planning by seeking their 
suggestions and ideas. 
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Bottom-up Approach. As is well known that thinking and doing are interrelated, in 
this approach efforts are made to involve those persons in planning who will be 
assigned their implementation also. 

Bottom-up approach may also be referred to as participating planning where rough 
estimates made at the lower levels of management and then these are communicated 
to higher levels. The top level management reviews the figures received from lower 
levels and then approves the plans. This approach will give good results provided 
managers at lower level have the requisite knowledge, awareness and creativity to 
undertake planning. The top executives unify and co-ordinate various sub-plans, 
originating from lower levels. The managers at lower levels will not only implement 
the plans but will be helping in initiating them also. 

Composite Approach. Composite approach is a combination of top-bottom and 
bottom-up approaches. In composite approach top executives provide guidelines, 
parameters and limitations under which middle and lower level managers are 
expected to formulate tentative plans which are communicated to top level managers 
for review and approval. The top executives have the final authority for making 
plans. This approach has the advantage of involving lower level managers in thinking 
process and prepare tentative plans in given parameters. 

Team Approach. In team approach more and more managers are involved in 
formulating plans. Those managers who are associated in planning process will be 
helpful in implementing them. The managers associated with different activities are 
asked to prepare tentative plans for their areas and then submit the proposals to their 
Chief Executive. The final approval of plans is given by the Chief Executive. The 
team of managers works as a brain of the Chief Executive and suggests various 
proposals. The team approach is especially useful when the task of preparing plans 
requires specialised knowledge of different areas. 

VANTAGES OF PLANNING 
ing is one of the crucial functions of management. It is basic to all other functions of 
Bement. There will not be proper organisation and direction without proper planning. It 
the goals and means of achieving them. Above all other things, planning is important 
following reasons : 

. Facing Complexities of Modern Business. The business is becoming more and 
more complex. There is a globalisation of business, competition is increasing, 
constant need for creativity and many more issues crop up in day to day working. 
There is a constant need to plan the things to face complex situations. Planning helps 
as a tool in anticipating emerging business situations and suggesting ways to take 
advantage from it. Planning helps a businessman to face emerging situations in a 
systematic way. 

. Forewarn against Business Failures. Business failures may be due to wrong and 
unscientific planning. A bad planning may cause wastage of resources and loss of 
opportunities. The business may fail to face competition from efficiently run units. 

5. 

4. 
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The indications of future failures will be visible from the current situation 
planning and proper implementation will be able to save the business from fail _ 

3. Attention on Objectives. Planning helps in clearly laying down objective,  
organisation. The whole attention of management is given towards the achie 
of those objectives. There can be priorities in objectives, important objective 
taken up first and others to be followed after them. 

4. Minimising Uncertainities. Planning is always done for the future. No bod:  
predict accurately what is going to happen. Business environments are al 
changing. Planning is an effort to foresee the future and plan the things in a 
possible way. Planning certainly minimises future uncertainties by basin, 
decisions on past experiences and present situations. 

5. Better Utilisation of Resources. Another advantage of planning is the 
utilisation of resources of the business. All the resources are first identified and 
operations are planned. All resources are put to best possible uses. 

6. Economy in Operations. The objectives are determined first and then best po,  
course of action is selected for achieving these objectives. The operations set= 
being better among possible alternatives, there is an economy in operations 
method of trial and error is avoided and resources are not wasted in making cht. 
The economy is possible in all departments whether production, sales, purch 
finances, etc. 

7. Better Co-ordination. The objectives of the organisation being common, all e 
are made to achieve these objectives by a concerted effort of all. The duplicati 
efforts is avoided. Planning will lead to better co-ordination in the organisation v. 
will ultimately lead to better results. 

8. Encourages Innovations and Creativity. A better planning system sh 
encourage managers to devise new ways of doing the things. It helps innovative 
creative thinking among managers because they will think of many new things v 
planning. It is a process which will provide awareness for individual particip,_ 
and will encourage an atmosphere of frankness which will help in achieving ben 
results. 

9. Management by Exception Possible. Management by exception means 
management should not be involved in each and every activity. If the things are 2 7 

well then there should be nothing to worry and management should intervene and 
when things are not going as per planning. Planning fixes objectives of -1 
organisation and all efforts should be made to achieve these objectives. Managen_l 
should interfere only when things are not going well. By the introduction t 
management by exception, managers are given more time for planning the acti \ 
rather than wasting their time in directing day-to-day work. 

10. Facilitates Control. Planning and control are inseparable. Planning helps in set::_ 
objectives and laying down performance standards. This will enable the managentf. 
to check performance of subordinates. The deviations in performance can be rectif. 
at the earliest by taking remedial measures. 
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ISADVANTAGES/LIMITATIONS OF PLANNING 
!spite of many advantages of planning, there may be some obstacles and limitations in this 
ocess. Planning is not a panacea for all the ills of the business. Planning will only help in 
inimising uncertainties to a certain extent. The following are some of the limitations of 
arming. 

1. Lack of Reliable Data. Planning is based on various facts and figures supplied to the 
planners. If the data on which decisions are based are not reliable then decisions 
based on such information will also be unreliable. Planning will lose its value if 
reliable facts and figures are not supplied. 

2. Difficulty in Selecting Best Alternative. In planning a number of alternatives are 
developed and one best one is selected. Finding out the best alternative is a difficult 
task. There may be a difference among managers about the most suitable alternative. 
Different managers may identify different alternatives as the most suitable but one is 
to be accepted. Even if there is a unanimity over the alternative, it will not be a 
guarantee that it will provide good results in future. So selection of most suitable 
alternative is a difficult task. 

3 Difficulty in Taking Quick Decisions. Sometimes quick decisions need to be taken 
for benefiting from a particular situation. There may be sudden developments which 
were not anticipated earlier and quick decision needs to be taken. If the proper 
process of planning is followed then it may take more time to arrive at a particular 
conclusion and opportunities may not remain upto that period. So planning restricts 
quick decision making. 

4. Time Consuming Process. Practical utility of planning is sometimes reduced by the 
time factor. Planning is a time-consuming process and actions on various operations 
may be delayed because proper planning has not yet been done. The delay may result 
in loss of opportunities. When time is of essence then advance planning loses its 
utility. Under certain circumstances an urgent action is needed then one cannot wait 
for the planning process to complete. 

5. Expensive. The planning process is very expensive. The gathering of information and 
testing of various courses of action involve greater amounts of money. Sometimes, 
expenses are so prohibitive that small concerns cannot afford to use planning The 
long-term planning is a luxury for most of the concerns because of heavy expenses. 
The utility derived from planning in no case should be less than expenditure incurred 
on it. According to Hainman, "The cost of planning should not be in excess of its 
contribution, and wise managerial judgemnet is necessary to balance the expense of 
preparing the plans against the benefits derived from them." 

6. External Factors may reduce Utility. Besides internal factors there are external 
factors too which adversely affect planning. These factors may be economic, social, 
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political, technological or legal. The general national and international climate also 
acts as limitation on the planning process. 

7. Sudden Emergencies. In case certain emergencies arise then the need of the hour is 
quick action and not advance planning. These situations may not be anticipated. In 
case emergencies are anticipated or they have regularity in occurrence then advance 
planning should be undertaken for emergencies too. 

8. Resistance to Change. Most of the persons, generally, do not like any change. Their 
passive outlook to new ideas becomes a limitation to planning. McFarland writes, 
"The principal psychological barrier is that executives, like most people have more 
regard for the present than for the future. The present is not only more certain than 
the future, it is also more desirable. Resistance to change is commonly experienced 
phenomenon in the business world. Planning often implies changes which the 
executive would like to ignore, hoping they would not materialise." The notion that 
things planned for future are unlikely to happen is not based on logical thinking. It is 
the planning which helps in minimising future uncertainties. 

PRINCIPLES OF PLANNING 
A number of fundamental principles have been devised over the years for guiding managers 
undertaking planning. Some of these principles are discussed as under : 

1. Principle of Contribution to Objectives. All types of plans are prepared to achieve 
the objectives of the organisation. Both major and derivative plans are prepared to 
contribute to the objectives of the enterprise. Planning is used as a means to reach the 
goals. 

2. Principles of Primacy of Planning. This principle states that planning is the first or 
primary function of every manager. He has to plan first and then proceed to carry out 
other functions. Other managerial functions are organised to reach the objectives set 
in planning. 

3. Principle of Planning Premises. In order to make planning effective, some premises 
or presumptions have to be made on the basis of which planning has to be 
undertaken. Plans are, generally not properly structured. The reason being that 
planning premises are not properly developed. This principle lays emphasis on 
properly analysing the situation which is going to occur in future. 

4. Principle of Alternatives. Planning process involves developing of many 
alternatives and then selecting one which will help in achieving desired business 
goals. In the absence of various alternatives proper planning will be difficult. 

5. Principle of Timing. Plans can contribute effectively to the attainment of business 
goals if they are properly timed. Planning premises and policies are useless without 
proper timing. 
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Principle of Flexibility. This principle suggests flexibility in plans if some 
....?7tins:encies arise. The plans should be adjusted to incorporate new situations. The 
.::.:imzers of flexibility should be kept in mind. The changes may upset the earlier 
commitments. So the cost of changes should be compared to the benefits of flexibility. 

Principle of Commitment. There should be a time frame for meeting the 
commitments made. This will ensure the achieving of targets in time. 

Principle of Competitive Strategies. While formulating own plans a manager 
should keep in mind the plans of competitors. The plans should be framed by 
thinking of what the competitors will do in similar situations. 

SINNING PROCESS 
'rocess involves the setting up of business objectives and allocation of resources for 

ri_ 

	

	them. Planning determines the future course of action for utilising various 
in a best possible way. It is a combination of information handling and decision 

-  systems based on information inputs, outputs and a feedback loop. 

i
nun
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 Planning Process 
' g involves a number of steps ranging from determining the problem to follow-up 

Following steps are taken in planning process : 

1. Recognising Need for Action. The first step in planning process is the awareness of 
business opportunity and the need for taking action. Present and future opportunities 
must be found so that planning may be undertaken for them. The trend of economic 
situation should also be visualised. For example, if thinking of the government is to 
develop rural areas as industrial centres, a farsighted businessman will think of 
setting up units suitable to that environment and will avail the facilities offered for 
this purpose. 

Before venturing into new areas the pros and cons of such projects should be 
evaluated. A beginning should be made only after going through a detailed analysis 
of the new opportunity. 

i  2. Gathering Necessary Information. Before actual planning is initiated relevant facts 
and figures are collected. All information relating to operations of the business should 
be collected in detail. The type of customers to be dealt with, the circumstances under 
which goods are to be provided, value of products to the customers, etc. should be 
studied in detail. The facts and figures collected will help in framing realistic plans. 

Laying Down Objectives. Objectives are the goals which the management tries to 
achieve. The objectives are the end products and all energies are diverted to achieve 
these goals. Goals are a thread which bind the whole company. Planning starts with 
the determination of objectives. The tie between planning and objectives helps 
employees to understand their duties. Objectives are the guides of employees. It is 
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essential that objectives should be properly formulated and communicated t 
members of the organisation. 

4. Determining Planning Premises. Planning is always for uncertain future. The _ _ 
nothing may be certain in the coming period but still certain assumptions will hat 
be made for formulating plans. Forecasts are essential for planning even if all Timm 
not prove correct. A forecast means the assumption of future events. The behavior 
of certain variables is forecasted for constituting planning premises. Forecasts wi 
generally be made for the following : 

(a) The expectation of demand for the products. 

(b) The likely volume of production. 

(c) The anticipation of costs and the likely prices at which products will 13 
marketed. 

The supply of labour, raw materials etc. 
The economic policies of the government. 
The changing pattern of consumer preferences. 
The impact of technological changes on production processes. 
The sources for supply of funds. 

It is on the basis of the forecasts that planning is undertaken. The success or failure 4 

planning will depend upon the forecasts for various factors mentioned above. If ti 
forecasts are accurate then planning will also be reliable. The effect of various facto 
should be carefully weighed. 

5. Examining Alternative Course of Action. The next step in planning will -
choosing the best course of action. There are a number of ways of doing a thing. T -

planner should study all the alternatives and then a final selection should be ma 
Best results will be achieved only when best way of doing a work is select: 
According to Koontz and O'Donnell, "There is seldom a plan made for wh:  
reasonable alternatives do not exist." All the pros and cons of methods should 
weighed before a final selection. 

6. Evaluation of Action Patterns. After choosing a course of acition, the next step 
be to make an evaluation of those courses of actions. Evaluation will involve -
study of performance of various actions. Various factors will be weighed against e,. 
other. A course of action may be suitable but it may involve huge investments and - 
other may involve less amount but it may not be very profitable. The evaluation 
various action patterns is essential for proper planning. 

7. Determining Secondary Plans. Once a main plan is formulated then a number 
supportive plans are required. In fact secondary plans are meant for the 
implementation of principal plan. For example, once production plan is decided then 
a number of plans for procurement of raw materials, purchase of plant and 
equipment, recruitment of personnel will be required. All secondary plans will be 
part of the main plan. 
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of Plans. The last step in planning process is the implementation 
planning should be put into action so that business objectives may be 
The implementation will require establishment of policies, procedures, 
aid budgets. These tools will enable a better implementation of plans. 

PLANNING EFFECTIVE 

wseful only when it is effectively implemented. The following factors will be 
ely implementing the plans : 

Juscionsness for Planning. Planning will be effective only when there is a proper 
for it. The superiors should try to set objectives, review various goals and 

- -em as is required for their effective implementation. The hurdles in the ways 
-  - -12 should be removed. The subordinates should be regularly informed about 

:-ess of plans. Everybody should extend willing co-operation for making the 

e at top Level. The initiative and support of top level management is 
al for making the plans effective. The objectives of the organisation are set at 
el. The allocation of resources for achieving various targets is also done by the 

7 management. The involvement of lower level management is also essential 
_ execution will be more at these levels. 

— • e formulation of plans at top level will ensure co-ordination among plans of 
.:afferent departments. The thinking of top management will be reflected in the 
formulation of plans. Planning will be effective only if it involves top management. 

Proper Communication. Communication among different levels in the organisation 
very essential. The objectives of the business should be communicated to those 

Rho are to implement them. The policies, procedures, programmes suggested for 
achieving business goals should be known at the operational level. If plans are not 
:roperly understood by those who are to implement them then these may not achieve 
:he desired results. 

Communication should not only be from top to bottom and it should be upward also. 
The reactions, suggestions and view points of subordinates about objectives should 
also reach top level management at the earliest possible. Communication provides a 
channel for the exchange of infor- mation among various persons. Without a proper 
communication system planning is bound to fail. 

I.  Participation in Planning. Planning process should involve persons from different 
levels and fields. A functional manager will be able to plan properly for his 
department. Similarly, persons associated with different tasks will be in a better 
position to plan for these activities. Management should try to elicit views of 
different persons while planning is undertaken. 

The method and extent of participation will depend upon the type of organisation. 
There may be committees for formulating various plans These committees may have 
persons from different fields. Another method of participation can be by preparing 
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budgets at grassroots and then moving upward. Participation of persons at differ,: 
levels may help in proper implementation of plans. 

5. Emphasis on Long-term and Short-term Planning. Both long-term and short-term 
plans should get proper emphasis. Both the plans should be integrated for their proper 
implementation. General tendency is to concentrate on short-term plans. In fact, 
short-term plans only fulfil a part of long-term plans. Long-term plans will set the 
ultimate goals and these should be achieved through short-term plans. For effective 
implementation of planning both long-term and short-term plans should be given an 
equal weightage. 

TYPES OF PLANS 

A plan is a commitment to a particular course of action for achieving specific results. 
Managers, normally, commit the mistake of taking major programmes only as plans. But  a 
number of future courses of action are also plans. For example, starting the production of  a 
new product or setting up a new factory are considered plans. 

Plans may be classified on the basis of time, levels, broadness and use This classification 
is given as follows : 

I. On the Basis of Time 

Plans on the basis of time may be described as follows : 

1. Long Term Plans. These are the plans for three and more years. These plans are 
formulated to achieve long term objectives and are prepared at the top level of the 
management. 

2. Medium Term Plans. The period of medium term plans varies between one to three 
years. The middle level managers prepare medium term plans. 

3. Short Term Plans. These plans are generally for a year or less. These plans 
are meant to meet current objectives and also to help in the achievement of middle 
level and long term plans. These plans are prepared at lower level of the 
management. 

II. On the Basis of Managerial Levels 

These plans may be discussed as follows : 

1. Top Level Plans. These plans are formulated at top level of the management. The 
Directors, Managing Director or General Manager are associated with planning for 
long term objectives, policies, programmes, budgets etc. 

2. Middle Level Plans. Middle Level management consists of departmental managers. 
They make plans for medium term periods and these plans are prepared in the context 
of main or long term plans. 

3. Lower Level Plans. These plans are prepared at the level of a supervisor or foreman. 
These plans are generally for short period and are meant to achieve current targets. 

11 On 



Plants on the Basic of use 

Multi-purpose use Plans Single use Plans 

L- Objectives 

 Policies 

 Strategies 

 Procedures 

 Rules 

 Programmes 

Schedules 

 Budgets 

— Projects 

 Methods 
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On the Basis of Broadness 

- of broadness, these plans may be of following types : 

L Corporate Levet 'Plans. These plans are prepared for the whole organisation and we 
ant to achieve organisational objectives. 

L. Department Level Plans. The plans prepared by departments for achieving 
mediate  and near future objectives are called department level plans. 

On the basis of Use 
PI-kis  based on use may by classified into two categories : Standing plans and single use 

ILTIPLE OR STANDING PLANS AND SINGLE USE PLANS 

tg is a commitment to a particular course of action undertaken to achieve specific 
- • .  It consists of several components or derivative plans that are generally bound 

These components are known as plans. There can be several types of plans. It is 
:o see a major plan such as establishing a new enterprise but some future courses of 
s• are also plans. Any course of future action is a plan. Various plans may be classified 
1) standing plans and (2) single-use plans. 

I.  Multiple or Standing Plans. Multiple plans are made to be used time and again. 
These plans are formulated to guide managerial decisions and actions on problems 
which are recurring in nature. Multiple plans are also called 'repeated use' plans 
because these provide guidelines for actions to be taken in future. These plans 
provide unity and uniformity of efforts in meeting repetitive situations arising at 
various levels of the enterprise. These plans provide ready guidelines for tackling 
situations of recurring nature. These plans not only help in co-ordination but in 
effective management also. Multiple plans include objectives policies, procedures, 
methods, rules and strategies. 

2. Single-use Plans. These plans are made for handling non-recurring problems. Single-
use plans are also referred to as 'specific plans' since these are meant to solve a 
particular problem. These plans are formulated to handle non-repetitive and unique 
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problem. These plans cannot be used again and again, these become obsolete a -

achieving their purpose. The examples of these plans are : programmes, buck: 
schedules, projects, methods. 

Distinction Between Multiple Plans and Single-use Plans 

Multiple Plans Single-use Plans 

(i) 
 

These plans are repetitive in nature and are 
used again and again. 

Multiple plans are : policies, procedures. 
rules, methods. 

(iii) Multiple plans are meant to achieve unity 
and uniformity in action throughout the 
enterprise. 

(iv) These plans are meant to meet a recurring  

These are specific in nature and are used c -

for a particular purpose. 

Single-use plans are : programmes, proje: 
budgets. 

It is meant to solve a specific purpose. It cea,-.?s 
to exist after the purpose is achieved. 

These are meant to tackle a particular situatic - 

situation. L  

OBJECTIVES 
Objectives or goals are the ends towards which every activity is aimed, these are the results 
be achieved. Objectives are a prerequisite for planning. No planning is possible withc..: 
setting up of objectives. While enterprise objectives are the basic plan of the firm 
department may also have its own objectives. Though departmental objectives will contrib.:-:t 
to the attainment of enterprise objectives but the two sets of goals may entirely be differe71 
For example, the objective of the enterprise may be to earn a certain amount of profit while 
selling its products. 

Characteristics or Features of objectives 
Following are the features of objectives : 

1. Basis of Organisation. Every organisation has objectives rather it is started t 
achieve certain objectives. All the members of an organisation channelise the 
energies to achieve the stated goals. 

2. Broad or Specific. The objectives of a business organisation may be broad as well 
specific. These may be set for the whole organisation or different segments of it. The 
objectives may be for long term or short periods. The overall objectives of the 
organisation are supported by the sub objectives. For example, the objective of 
earning a certain percentage of profit in a particular year will be achievable only if 
objectives of manufacturing, marketing, finance departments support it. 

3. Hierarchy of Objectives. Objectives have hierarchy. At organisational level broad 
objectives are fixed by the top level management. The broad objectives are specified 
at departmental level and then they are derived for different sections. Various 
objectives at different levels try to achieve organisational objectives. 



Mad en Aspirations. An organisation tries to fulfil the needs and aspirations of 
The organisational objectives should have social sanctions since these are 

olutiA omits. The aspirations of society should be reflected from the business 
zoriletairses. 

Cumming with Time or Situation. Business objectives may change as per the 
Its r-onmental changes or change in social needs. The present objectives may have to 
lode -^ianzed as per the new situations. The objective of earning profits has of late been 

,-c-__ated with the social responsibility of business. Similarly, new objectives may 
rac zi,:cIed or old objectives may be modified or changed. 

Otle-ctiN es are Inter Related. All organisational objectives are inter-related. The 
ement of main objectives will require the achievement of subordinate 

it:.- Lives also. The non-achievement of small objectives will also mean the non- 
- ement of main objective. So all the objectives are inter-related and they cannot 

-4re -.a.Ken up independently. 

Muitiplicity of Objectives. Another important characteristic of objectives is their 
— _ -.1plicity. There may be a number of objectives for which a concern may strive to 

-_.eve at the same time. The major objectives may also be more. At every 
- _ rarehical level too, the objectives may be many. Different areas of business have 

own objectives. Management should try to achieve all the objectives efficiently 
effectively. 

Based on Practical Situations. The objectives should be based on practical 
,ituations. They should also take into account the philosophy and thinking of the 
management. The objectives should be realistic so that they may be converted into 
actual performance. Unrealistic objectives do more harm than good because they 
Discourage the employees rather than encouraging them. 

lidelines for Setting Objectives 
:tore initiating the process of setting objectives the planner should study the conditions 

e ,  _Aug inside and outside the organisation. The strength and weakness of the concern 
N:, _.„1 also be considered. An attempt should be made to improve the inefficient spots. 

The following factors should be taken into consideration while formulating business 
,c.-..t.ives : 

' I. Classifying the Objectives. The first important thing to be done in setting objectives 
is related to the classification of objectives. The objectives are classified into basic, 
outstanding, major or derivative etc. The basic objectives are essential for the present. 
The outstanding objectives will need more efforts than normal for their attainment. 
The major objectives will relate to the organisations while derivative objectives are 
concerned with departments, sections or individuals. The ultimate aim is to achieve 
organisational objectives and all other objectives will mingle into main objectives. 

2. Determining the Areas of Objectives. The next thing in setting objectives is the 
specification of areas for which objectives are to be set. The business is divided into 
functional areas such as production, marketing, personnel, finance, etc. The 
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objectives for each area are set differently. These objectives are set in confor 
with the major organisational objectives. The division of areas enables a pr 
planning and control. 

3. Co-ordinating various Objectives. The objectives of different departments are 
separately. The objectives of various departments are co-ordinated so as to plan 
organisational goals. The objectives for key-factor are decided first and then o 
departmental objectives are set. The key-factor here means strategic factor. Fin 
may be a key-factor in one concern, output may be in another, materials may be 
third, etc. The planning of key-factors is important because other objectives IA 
depend upon it. All the factors should be co-ordinated in order to achieve ye 
objectives. 

4. Objectives should be Realistic. The objectives should be realistic so that they 
be attainable by the present men and resources. The objective should take 
consideration all the available resources otherwise they will not be realistic. Too 
goals will discourage the employees because they will not be achieved. Too 1 
objectives on the other hand, will not enthuse the employees to give their maxim 
So, objectives should be realistic and reasonable. 

5. Possibility of Adjustment. There should not be any rigidity in objectives becau 
these are based on future estimates. Any change in the circumstances will have 
effect on the objectives too. The objectives should be modified as and when 
situation demands. The production object may have to be modified if the 
materials of a particular type are not available. So, there should be a scope f 
adjustment to make the objectives practicable. 

Advantages of Laying Down Objectives 

Objectives are the targets to be achieved by the management. They do not help one 
two functions but all the functions are facilitated by the formulation of objectives. 

1. Create Unity in Planning. The objectives are helpful in creating unity in plannin: 
Different departments make their own departmental plans. In the absence of comma 
objectives there is a possibility of inconsistency or confusion. 

2. Decentralisation of authority. The formulation of objectives helps in 
decentralisation of authority. The goals of various levels of management are fixed 
and requisite authority is needed to be delegated for achieving those targets. The 
decentralisation of authority will involve more persons in decision-making process. 

3. Helpful in Exercising . Objectives are helpful in exercising control over various 
activities. Every department, section or individual is responsible for its performance. 
The comparison of standards and actual performance will enable the management it 
pin-pointing weak spots. The control is facilitated through the setting of objectives. 

4. Stimulates Motivation. The setting up of objectives stimulates motivation in 
individuals. When a person knows his goal then he will try to achieve it as early as 
possible. The performance of various individuals improves through this process. 



jLICIES 

77 

Essence of planning. Objectives are the essence of planning. Planning process is not 
py,sible without objectives. The planning starts with the setting up of objectives. It is 
:1•J''e objectives for which planning is undertaken. 

acuities in Setting Objectives 
)bjectives act as guidelines for devising various plans and policies but setting 
a difficult exercise. One has to reconcile various interests while setting 

Following difficulties are oftenly faced for setting objectives : 

I.  Difficult to Define. Objectives are to be set up for every area of the business. It is 
_,1..  to set up quantifiable objectives like sales target to be achieved, goods to be 
:oduced in a particular period, amount of raw materials to be produced, etc. If the 

1 

 

r

....  objectives are not measurable in money or quantity then it becomes difficult to set 
them. The objectives like consumer satisfaction, industrial relations, employee 
morale, etc. are difficult to be defined. 

Difficult to Devise Means. Another problem in objectives is to devise suitable means 
for achieving them. Generally, ambitious objectives are set. They are not related to 
the availability of resources. Instead of improving efficiency they may become a 
source of frustration. If the employees are not able to achieve the objectives even 
with more efforts then their enthusiasm is dampened. 

3. Difficult to Reconcile Objectives. The objectives of different fields are sometimes 
contradictory. It becomes a problem to reconcile various objectives. The object of 
increasing productivity may be achieved by improving efficiency of workers. The 
workers, on the other hand, may not like the disciplinary sanctions imposed on them 
for not improving their work. So, it becomes a problem to reconcile various 
objectives. 

ii.ies are general statements or understandings which provide guidance in decision-making 
various managers. These are standing plans providing guidance to management in the 
riduct of managerial operations. Policies define boundaries within which decisions can be 
de and decisions are directed towards the achievement of objectives. Policies also help in 
siding issues before they become problems and making it unnecessary to analyse the same 
uation every time it comes up. Managers can delegate authority within the given 
rameters and can still retain control over what their subordinates do. In the words of 
>ontz and Weihrich, "Policy is a means of encouraging discretion and initiative, but within 

aracteristics or features of a Policy 
The above discussion reveals the following features of a policy : 

(t) Guiding Future Action. A policy is a standing plan which provides answers to 
recurring problems of a similar nature. It provides answers/guidelines to the 
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members of an organisation for deciding the future course of action.   
provides and explains what a member should do rather than what he is doing. 

(ii) Limits Area of Decision Making. A policy limits an area within which a decisicgi 
is to be taken for the achievement of organisational goals. It avoids repeat 
analysis of situations and allow delegation of powers and still retaining control ov  
actions. 

(iii) Guides Decisions. Policies are models of thought and principles underlying the 
activities of an organisation. They guide the behaviour and decisions of the 
executive. 

(iv) Framing Policies at different Level. Policies are framed by all managers in thg 
organisation. There is a need for giving guidelines for future course of action al 
every level of management. However, the importance of policy differs according to 
the level of management. At higher level of management important policies ar_ 
decided while at lower level some less important or minor policies are required. 

Purpose of Policies 
Policies are regarded as important for realising the objectives of the organisation. The 

also ensure co-ordination of efforts and activities in the enterprise. 

The policies are fotinulated for the following purposes 

1. The main purpose of policies is to ensure that there is no deviation from the planne 
course of action. The framework is set within which everybody is expected to work 
Policies ensure that the broad guides for action are adhered to. 

2. Since policies chalk out a framework for each and every person, it ensures propel 
delegation of authority also. A manager knows the extent of authority required by  1-

subordinate to undertake the work allotted to him. Policies serve the purpose cv 
delegating adequate authority downwards. 

3. Policies allow the scope for interpretation. The main aspects are given in a policy but 
the actual mode of implementation is decided by the concerned person. 

4. Policies are helpful for future planning also. The impact and influence of policie ,  
help in thinking about the future. 

5. Policies also ensure consistency of action. The guidelines are similar for everybod\  
and actions must conform to the broad outlines. 

Types of Policies 
Every enterprise has a number of policies. Some of the types are discussed as follows : 

1. Major Policies. Major policies are those which give a unified direction to ar 
enterprise and imply a commitment of resources. These policies give shape to an 
enterprise in the accomplishment of its purpose. They should also be supportive to 
the organisational objectives. 

2. Supportive Policies. Besides major policies, there is a need to have supportive 
policies also. Supportive policies are meant to help in implementation of major.  
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pdlicies. A concern may have the development of a new product as a major policy, 
the research to find out the unfulfilled needs of consumers may be a supportive 
policy. 

Minor Policies. The policies which do not influence main objectives of the enterprise 
may be called minor policies. These policies may relate to some routine matters of 
less importance. A policy may be to hire casual workers in case of emergencies. A 
manager may allow workers to go on leave if the workload is less. The policies 
relating to such matters may be called minor policies. These policies do give 
directions but are not of much significance. 

Composite Policies. Some concerns have a number of policies or group of policies. 
To increase sales, a concern may follow expansion, taking up of similar products, 
following aggressive marketing etc. To achieve one objective a number of policies 
may be used, these are composite policies. 

*derations in Policy Formulation 
While framing policies, following aspects should be taken into consideration: 

1. Organisational Goals. The policies are formed to achieve organisational goals. The 
goals are the targets which are to be achieved and policies devise ways of reaching 
them. Policies should assist by basing them on relevant facts and figures and not on 
mere guess work. 

2. Proper Participation. Policies should be framed by the participation of persons at 
various levels of management. If policies are framed at top level without knowing the 
views of those for whom these are meant then there is likelihood that policies may 
not achieve the desired results. To ensure successful implementation of policies, there 
is a need for joint participation at the time of formulating them. 

3. Reflect Business Environment. The policies should be based on the internal and 
external environment. The situation prevailing inside and outside will provide a 
realistic base for policies. The policies should have the flexibility for adjustment if 
there is a change in business environment. Any type of rigidity followed in policies 
will defeat their purpose. 

4. Consistency. Various policies of an enterprise should conform to each other. There 
should be no inconsistency among various policies. If there is inconsistency among 
policies then these will not be implemented. It must be ensured that policies are 
related to enterprise objectives and do not give conflicting guidelines. 

5. Proper Communication. The policies should be properly communicated to each 
level of management. If the policies are not properly known by those who are to 
implement them then there will be no use of such policies. Sometimes policies may 
not be well understood there may be some doubt about them in the minds of persons, 
it will be the duty of management to clarify them and provide proper clarifications. 

6. In Writing. The policies should always be in writing. This will ensure their proper 
and correct implementation. If the policies are not in writing then a dispute may arise 
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about their contents and purpose. The languagae of policies should also bd si 
that it is well understood by concerned persons. 

Examples of Policies : 

(i) Policy of recruiting management trainees only from business schools. 
(ii) Policy for hiring only universally trained engineers 

(iii) A school may have a policy to issue admission forms only to those who 
secured 60% marks earlier 

Advantages of Policies 
1. Guidance to Employees. A policy provides guidelines to employees for t 

decisions in the framework of a policy. There will be no need of consultation 
clarification when decisions are taken as per the guidelines of a policy. 

2. Deciding Limits of Decisions. All decision makers know the limits of decisions t.  
taken by them. People will not go beyond the policy framework while tak 
decisions. 

3. Proper Co-ordination. Policies give guidelines for taking decisions. The decisions 
taken by different persons in similar situations will have the same impact. There v.-i3 
be a proper co-ordination among different departments because policy guidelines far 
working will be the same. 

4. Proper Delegation. When proper policies are framed, then delegation of powers 
subordinates will be easy. The superior will be sure that subordinates will be t 
decisions within the policy limits and they will happily delegate powers to low 
levels. 

Objectives and Policies Compared 
Objectives are the goals to be achieved and policies are the roads leading to them 

Policies provide broadways for achieving the goals. The following points of distinctio 
between the two may be studied : 

Basis Objectives Policies 

1. Meaning Objectives are the goals to be Policies are the broadways of 
achieved. achieving business objectives. 

2. Need Objectives are the foundations of a Policies provide only the means of 
business. A business without objectives reaching goals. These may be 
is like a directionless passenger who 
does not know where to go. 

essential but not indispensable. 

3. Scope Objectives decide the purpose of an Policies are not of primary importance. 
organisation. They are the path setters These only provide guidelines for 
for other actions. reaching the objectives. 

4. Determination Objectives are set at top level of Policies are determined at all levels of 
management. management. 
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itations of Policies 

ies are the guidelines which may help the managers in their day-to-day working. 
do not provide ready-made answers to every problem. They suffer from the 
limitations : 

.  No Universal Solutions. Policies do not offer universal solutions to all problems. 
Policies are framed under particular situations and remain suitable under those 
circumstances only. The fast changing economic, social and political situations 
influence the working of an enterprise. New policies are required under changed 
situations. 

This problem can be met by constantly evaluating policies. Policies may be modified 
as per the requirements of new situations. 

.  No Instant Solutions. Policies do not provide instant solutions to problems. These 
are only guidelines for the decision-makers. The solutions are to be found by the 
executives themselves. Policies cannot replace human judgement under any 
circumstances. 

3. Dampen Human Initiatives. Too many policies kill the initiative of managers. They 
become habituated to act according to policies and do not try to their judgement. 
Policies also leave little room for individual initiative. 

4. No Substitute for Human Judgement. Policies do not provide standard solution to 
various problems. They are only guidelines which help managers in taking decisions. 
Managers have to judge the things according to the prevailing environment. Human 
judgement cannot be substituted by framing policies meticulously. 

rRATEGIES 

strategy is an action plan which sets the direction that a company will be taking. It is a 
cision-making choice and would involve consideration for internal strengths and 
aknesses and external environment affecting the company. Strategy was earlier used for 
litary manoeuvring etc. but now it is used in organisations too. In a business set up, a 
inner should see the plans and policies of his competitors and then modify or re-adjust his 
ins so that he may prove the superiority of his product or service. Strategy can also be used 
the sense that it helps in the determination of organisational objectives and the deployment 
resources for achieving them. 

Strategy is the pattern of objectives, purposes, or goals, stated in such a way as to 
fine what business the company is in or is to be in and the kind of company it is or is to 

Chandler has given a more explicit definition when he says, "Strategy is the 
termination of basic long-term goals and objectives of an enterprise, the adoption of 
urse of action and the allocation of resources necessary for carrying out these goals." 
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A strategy is a broad plan for bringing the organisation from the present position t( 
desired position in future. The questions like : Where is the organisation now? Where do 
want to go in future ? What should be done to take it there ? 

Features of Strategies 
Following are the features of strategies : 

(i) Plan of Action. Strategies consist of general programme of action to be persued 
achieving organisational goals. 

(ii) Involues Choices. Strategy involves choices that determine the nature a 
direction of the organisation's activities towards the attainment of goals. 

(iii) Include Plans of Competitors. Strategies include tactics used by the opponent' 
They are meant not only to achieve business goals but also to counter certain step 
taken by the competitors. 

(iv) Consider All Factors. Strategy is a right combination of both internal and extern 
factors. The strengths and weaknesses of the organisation and the likely impact c 
external factors should be analysed before deciding a policy for the future. 

(v) Flexible. Strategies are never static. They have to be modified or changed as pe 
the needs of the situation. 

(vi) May involve Contradictory Activities. Strategies may involve even contradictor 
action. Since they depend upon many variable factors, a manager may take a 
action today and may reverse it tomorrow depending upon the situation. 

(vii) Forward Looking. Strategy is forward looking. Its orientation will be toward 
future. The past actions can be used as a guideline for future decisions. 

(viii) Formulated at Top Level. Strategies are formulated only at the top leve 
management. Lower level management is only expected to execute them. 

Types of Strategies 
Some of the strategies which may be used are discussed as follows : 

1. Strike while the Iron is Hot. This strategy suggests that full advantage should b 
taken when the situation is favourable. Action should be prompt to take advantage. 
delayed action may not yield desired results. 

2. Camel's Head in the Tent. It may so happen that the plan is acceptable only to som 
persons and not to others. A favourable situation may be created by indirectly helping 
those who have favoured the plan. Once a sufficient number of persons star 
accepting the plan then it canbe favourably implemented. 

3. Strength in Unity. In order to achieve desired results a departmental head ma 
request others to unite so that combined efforts are made. If a functional manager 
wants a hike in wages of his employees he may ask other managers to join him and 
put united pressure to get this demand accepted. 
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L Divide and Rule. This strategy suggests that division should be created among 
workers so that they are not able to put a collective pressure. Every person aspires for 
a position and status. By giving position to some may help in using them against 
others. This is an old strategy which has generally been used successfully in politics. 
This strategy can be used in industrial field also but it may not be successful in the 
long run. 

L Time is a Great Healer. Sometimes problems are allowed to be lingered on so that 
their intensity cools down in the mean time. The best thing for a manager is to solve a 
problem whenever it comes up but in certain situations the solution is knowingly 
delayed. Human memory is very short and things are forgotten very easily. This 
strategy may help in defusing even exploitative situations. 

i.  One Step Ahead. A strategy may be to keep one step ahead of others. Those things 
may be done which the competitors have not yet thought of. An automobile 
manufacturer may bring out a fuel efficient model at a time when petrol prices are 
rising. This will give an advantage over other competitors. This strategy keeps one 
ahead of others. 

riocessful Implementation of Strategies 
It is one thing to formulate good strategies but it is another thing to ensure their 

plementation. Following steps should be kept in mind while implementing strategies. 

L.  Proper Communication of Strategies. The first thing in implementing strategies is 
their proper communication to decision-making managers. Unless otherwise the 
strategies are communicated and understood in the same way in which planners want, 
the same will not give desired results. The chief executive officer or top level 
planners may be clear about the strategies and the results expected but if the same 
thing is not communicated properly then the objectives may not be achieved. 

Z.  Developing and Communicating Planning Premises. Planning premises are the 
anticipated environmental factors in which plans are expected to operate. Some 
assumptions have to be made while planning for future. Managers must develop 
premises critical to plans and decisions and explain them to all those who are in the 
chain of decision-making. In the absence of such premises, decisions will be based on 
personal assumptions and predictions and it may lead to uncoordinated plans. 

3., Reviewing Strategies Regularly. The strategies should be reviewed regularly. There 
may be a change in conditions or assumptions in which these were based. Unless 
strategies are changed to suit the new conditions, there will be no use of persisting 
with the old ones. The regular review of strategies will help in their update. 

4. Developing Contingency Strategies. There is always a possibility of change in 
competitive factors or other elements in the environment may occur, strategies for 
such contingencies should be formulated. One cannot wait for the certainty of the 
environment. Even if there is uncertainty and the events may make objectives and 
programmes absolute, a manager has to proceed on the most credible set of premises 
possible at that time. The contingency plans, if available, will help in such situations. 



Strategy Policy 

(i) A strategy 
challenging and unforseen problems. 

(II)  Different strategies are prepared to solve 
different problems. 

(iii) Strategies are temporary or ad-hoc in nature 
(iv) it allocates human and other resources. 

is formulated for solving A policy is formed to carry out a routine acti. 

Same policy is used in routine problems. 

It is permanent in nature. 
It uses resources for decision-making. 
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5. Organisation Structures be Suitable to Planning Needs. The organisation strt—
should be designed to help managers accomplish goals and make decisions to 
plans into effect. If possible, each person should be responsible for 
accomplishment of each goal and implement the strategies to achieve this goal 
key areas and end results should be identified and assigned to single position as 

down the organisation structure as is feasible. This type of organisation structure 
help in making the strategies more effective and result oriented. 

6. Emphasis on Strategy Implementation. The managers should continuo 
emphasise the decision-makers to implement planning and strategies. Even th 
this is a tedious task to say the same thing regularly but it will certainly have de 
results. Making a good strategy and then ignoring its implementation will amoun  
nothing. 

Difference between Strategy and Policy 

PROCEDURES 
Procedures are details of action or the guidelines for the achievement of business object: \ - 
Procedures give details of how things are to be done. No room is left for judgement. Thy 
should help in implementation of policies. Procedures also determine the policy 
responsibility and accountability. According to Terry, "A procedure is a series of related task ,  
that make up the chronological sequence and the established way of performing the work to 
be accomplished." 

Procedures should be distinguished from policies. A procedure is a guide to acti 
whereas a policy is a guide to thinking. Policies are guidelines for taking decisions 
procedures consist of various methods to accomplish each phase of work. Policies offer sco 
for interpretation in order to see that they fit in a particular situation whereas procedures 
tailor-made and do not offer any scope for interpretaion. 

A procedure is explained with the help of taking the case of purchasing raw materials f 
a concern : 

(i) Every department needing raw materials will send a purchase requisition to the 
purchase department giving quantity specifications, type and quality materials 
required. 

(ii) The purchase department will consolidate the requirements of various departments. 
A combined order is prepared and sent to the suppliers. The purchase department 
maintains the list of suppliers and regularly collects quotations from them. The 
copy of the purchase order is also sent to the receiving and inspecting department. 
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_Je receiving department compares the goods received with the order placed. Any 
,:repancy in quantity, quality, etc. is reported to the purchase department. If the 

zoods are proper and according to the order then a report about it is submitted to 
toe purchase department. 

After receiving a satisfactory report from receiving and inspecting department, 
?urchase department forwards the bill to accounting department for payment. 

-.counting department checks the bill and then makes the payment to the supplier. 

.f.' er a material purchase is needed then the same procedure is followed. Different 
different procedures and they are followed in the same way. 

stages of Procedures 

[

1.  Basis of Control. Procedures give a detail of sequences to be followed for 
_ -pleting a task. It can be seen whether the work is proceeding according to the 
plan or not. Procedures are used as a control mechanism because any discrepancy in 
z:ompleting the work can be determined at once. 

Consistency. Procedures help to ensure consistency and uniformity of performance. 
Once the procedures are established, they can be similarly used again and again. 

Standardisation. The standardisation of procedures reduce the need for decision-
making in similar situation. Wherever a task is to be performed, the same procedure 
will be followed for doing it. This increases efficiency in doing a work. 

4. Co-ordination. Procedures establish a sequence to be followed for each work. This 
helps in co-ordinating the activities of different departments or sections because same 
procedures will be followed by all of them. 

, 

Imitations of Procedures 
1. Rigidity. Rigidity is followed in following procedures. They are continuously used 

over and over again. This discourages initiative and discoveries. 

2. Constant Review. The same procedures cannot be followed for long terms. The 
changing situations necessitate the review of procedures. To keep them effective they 
should be constantly updated. They should be suitably adjusted to suit the present 
situation. 

fference between Policies and Procedures 
1. A policy is a guide for thinking and decision-making, whereas procedure is a guide 

for action. 

2. Policy is a superior order of activity, whereas procedure is subordinate to policy. 

3. Compared to policies, procedures are more rigid and permit less liberties or 
deviations on the part of the executives. 

4. Policies are usually formed by top management, whereas procedures may be laid 
down even by lower levels of management. 
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5. Policy suggests what to do, whereas procedure suggests how to do. 

6. Policies are strategies, whereas procedures are operational tools for implement_ 
of policies. 

RULES 
A rule is a plan that lays down a required course of action with regard to a situation. A ru:, 
in the nature of a decision made by management regarding what is to be done and what 1,  
to be done in a particular situation. A rule is definite and rigid and allows no deviatic - 
discretion to the subordinates. Like procedures, rules do not prescribe a chronolo z 
sequence of steps to be taken to achieve a given objective. A rule may or may not be a pa 
the procedure. A rule such as 'No smoking in the factory' will not form a part o: 
procedure. On the other, a rule to make payment within 21 days will be the part 
procedure. 

Rules prescribe the limits of acceptable behaviour of the members of the organisati 
Rules will enable managers to predict the behaviour of their subordinates, how will they 
in a given situation. Rules channel the behaviour of workers in a desired direction. Work= 
sometimes resent rules for stiffling their actions. The problem does not lie with the rules, but 
the manner in which they are put to the workers. Management should try to frame only those 
rules which are necessary and those too should also be explained properly to the employees. 

Difference between Policies and Rules 
1. Policy is a broad guide for thinking, whereas rule is a specific principle of action. 

2. Policies 'are general statements to help decision-making, while rules are speciti 
statements made by management as to what is to be done and what is not to be done. 

3. As compared to policies, rules are more rigid and allow no liberties for individual 
discretion. 

PROGRAMMES 
A programme is a sequence of activities designed to implement policies and accomplish 
objectives. It is devised to meet a particular situation. Programme may be taken as a 
combination of policies, procedures, rules, budgets, task assignments, etc. developed for the 
specific purpose of carrying out a particular course of action. Separate programmes are 
prepared for accomplishing different tasks. The same programme may not be used for 
achieving other goals. It is a single use plan laid down for new and non-repetitive activities. 

In the words of Koontz and O'Donnell, "Programmes are complexes of goals, policies. 
procedures, rules, task assignment, steps to be taken, resources to be employed and other 
elements necessary to carry out a given course of action." To quote George Terry, "A 
programme can be defined as a comprehensive plan that includes future use of different 
resources in an integrated pattern and establishes a sequence of required actions and time 
schedules for each in order to achieve the standard objectives." 



87  

of Programmes 
531iDwing are the characteristics of programmes : 

:.r a Particular Objective. A programme is a single use comprehensive plan. It is 
to achieve a particular purpose only. Once the goal is achieved the 

:rimme will not be used again. 

Supplimentary Plans Formulated. A number of small plans are prepared to 
f:,:-mulate a programme. The programme for increasing sales by 20 per cent may 
-wire a number of small plans to be formed. 

Achieving Organisational Goals. A programme is prepared to achieve 
-v_.2anisational goals. 

4. Time Frame Work Propared. It gives a time limit upto which the programme is to 
Implemented. A strict time table is fixed for doing a particular task. 

Co-ordinated. A programme should ensure co-ordinated planning efforts. 

prantages of Programmes 

Following are the advantages of programmes : 

1. Lay Down Course of Action. Programmes lay down a course of action to be 
followed for achieving organisational goals. The details of actions to be taken and 
time schedule to be followed are all decided in advance. This enables smooth 
implementation of plans. 

2. Better Co-ordination. Programmes are helpful in creating better co-ordination in the 
organisation. The policies, procedures, rules, budgets, etc. are in order to provide 
proper co-ordination. 

3. Action Oriented. The programmes are action-oriented plans and provide motivation 
to employees. 

mitations of Programmes 

1. Danger of Failing. If the programmes are not carefully framed, there is a danger of 
their being failing. The actions to be taken and the procedures to be followed may be 
properly selected. Such lapses at the initial stage will make the programmes 
ineffective. 

2. Risk of Inadequate Co-ordination. There is always a risk of inadequate co-
ordination. In case various elements of programmes like policies, procedures, 
rules, etc. are not balanced properly then the programmes will not be properly co-
ordinated. 

3. Sub-Programmes Prepared. The major programmes have a number of sub-
programmes. All the sub-programmes should be successfully carried out for 
completing the main programme. Any lapse in implementing a small programme can 
endanger the whole exercise. 
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SCHEDULES 

A schedule is a time table for the work to be undertaken. It specifies the date on which 
task is to start and the date when it is to be completed. In order to keep the schedule re 
the maximum and minimum time periods may be specified. In order to preface a sc 
the elements to be kept in mind are : (i) identify the tasks or projects (ii) deteimining 
sequence of activities (iii) specifying the starting and finishing dates for each activity or 
and also for the whole sequence. Schedules transform programmes into actions. It 
necessary for performing each activity at the right time. While planning a schedule, 
availability of resources, processing time and delivery schedules should be taken 
account. There should also be an allowance for delays created by factors beyond the co 
of management. 

BUDGETS 

A budget is the monetary or/and quantitative expression of business plans and policies to 
pursued in the future period of time. The term budgeting is used for preparing budgets 
other procedures for planning, co-ordination and control of business enterprise. 

According to Institute of Cost and Works Accountants, London, "A budget is a finan 
statement and/or quantitative statement prepared prior to a defined period of time, of 
policy to be pursued during that period for the purpose of attaining a given objective." In 
words of George R. Terry, "A budget is an estimate of future needs, arranged according to 
orderly bases, covering some or all of the activities of an enterprise for a definite period 
time." In the words of Crown and Howard a budget has been defined as, "A pre-dete 
statement of management policy during a given period which provides a standard f 
comparison with the results actually achieved." 

Characteristics of Budget 

1. Based on Past Figues. A budget should be based on past figures. The possibilities in 
future should also be taken into account. 

2. Flexible. A budget be flexible so that it is modified according to the requirements of 
the situation. Rigidity in budgets sometimes creates difficulties. 

3. Various Levels Involved in Preparation. The persons at various levels should be 
involved in preparing a budget. This will help in getting willing co-operation of 
everybody while implementing budgets. 

4. Specific Statement. A budget should be a specific statement. The quantitative or 
monetary information should be clearly mentioned in a budget. 

5. Top Management Involved. There should be an active involvement of top 
management while preparing a budget. 
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ludgets 
seeaal for policy planning and control. The budgets are essential due to 

7-equired for formulating future policies. 

_ -seeded for ensuring co-ordination among various departments or segments 
7771Se. 

as a tool of control in the hands of management. Budgets fixed for 
:-..e-ions will be the criterion fixed for assessing performance. 

act as motivation for various employees. When targets for performance are 
:sersons will try to achieve them at the earliest. They have been given a 

-..ch they should work. 

wages of Budgeting 
NIL s tool in the hands of management. They help in improving the efficiency 

- following are some of the advantages of budgeting: 

: roves Efficiency. Budgeting helps in improving efficiency in the organisation. 
-:,erson gets a target for achievement. Since performance is evaluated against 

given, employees try to improve their efficiency. 

Co-ordination. The working of different departments and sectors is properly co-
7---,!fnated with the help of budgeting. The budgets of different departments have a 

on one another. The co-operation of various executives and subordinates is 
for achieving budgeted targets. 

Economy. The planning of expenditure will be systematic and there will be an 
- 7.omy in spending. The finances will be put to optimum use. The benefits derived 

-.0‘ the concern will ultimately extended to industry and then to national economy. 

Consciousness among Employees. Budgeting creates consciousness among 
employees. By fixing targets for the employees, they are made conscious of their 
responsibility. Everybody knows what he is expected to do and he continues with the 
work uninterrupted. 

Time Bound. The budgets are prepared for specific periods and the performance is 
judged at the end of these periods. The results of employees' working can be known 
after a specified time. 

QUESTIONS 
I ORT ANSWER QUESTIONS 

Define planning. 

'Planning is an intellectual process', Explain. 

Name five principles of planning. 
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4. What are the characteristics of a good plan ? 
5. What are single use plans ? 
6. What is meant by multiple plans ? 
7. State objectives as plans. 
8. What is the purpose of policies ? 
9. State any two types of policies. 

10. What are strategies ? 
11. Discuss the meaning of procedure. 
12. Are rules and procedures the same ? 
13. State the characteristics of budgets. 

B. LONG ANSWER QUESTIONS 
1. Explain the concept of planning. Discuss the nature of planning. 
2. 'Planning is the thinking process and managers being men of action, should have no use 

Comment. 
3. How far planning is useful to management ? 
4. Why planning is essential in a business ? How can it be made effective ? 
5. Describe the procedure as a type of plan. How does it differ from policy and rule ? 
6. What are the main limitations of planning ? How can planning be made effective ? 
7. Discuss programmes as type of plan. Describe the limitations of programmes. 
8. Explain the steps followed in a planning process. 
9. What is meant by a budget ? Discuss the classification and types of budgets. 

10. Define a policy. Describe the process of policy formulation. 
11. Discuss the factors influencing policies. 
12. Define strategy. How can a strategy be implemented successfully ? 
13. Discuss different types of strategies. 
14. What do you understand by objectives ? What are the advantages of laying objectives? 
15. What is meant by a policy ? How policies are different from strategies ? 

• <> • 
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Management by Objectives 

ITRODUCTION 
very organisation is started with some purpose or objectives. All efforts are made to achieve 
ose objectives. Management by Objectives (MBO) is one of the techniques which helps in 
e achievement of organisational objectives. It was in 1954 when Peter r --  icker said that 
anagement by objectives is a basis for measuring the performance of managers in an 
ganisation. Edward Shells advocated management by objectives as a means of integrating 
dividtials with the organisation. Management by objectives is also known as 'Management 

results', 'goals management' etc. It has now become a philosophy of managing in many 
iterprises.  

EANING OF MANAGEMENT BY OBJECTIVES (MBO) 
the changing economic environment old techniques of management do not give better 

,ults. The expansion of business in size and changes in technology have necessitated a new 
nking in managerial approach. A number of new techniques of management have been 
veloped in the recent past and Management By Objectives (MBO) is one of them. Though 
BO is now practised around the world yet there is no unanimity about its meaning. Some 
nk of it as an appraisal tool, others see it as a motivational technique, still others consider it 
a control device. 

In order to understand the concept of MBO some definitions are given : 

George S. Ordiorue, "The system of management by objectives can be described as a 
cess whereby the superior and subordinate managers of an organisation jointly identify its 

mmon goals, define each individual's major areas of responsibility in terms of results 
pected of him, and use these measures as guides for operating the unit and assessing the 
ntribution of each of its members." 



Koontz and Weihrich, "Management by objectives is a comprehensive man—
system that integrates many key managerial activities in a systematic manner and - _ 
consciously directed toward the effective and efficient achievement of organisation_ _ 
individual objectives." 

S.K. Chakravarty, "MBO is a result-centered, non-specialist, operational mama:: 
process for the effective utilisation of material, physical, and human resources c -

organisation by integrating the individual with the organisation and organisation wit 
environment." 

Terry and Franklin, "A managerial objective is the intended goal that pressr 
definite scope and suggests direction to the planning efforts of a manager." 

The above mentioned definitions being out the following facts : 

(i) It is a system where superior and subordinate identify objectives. 

(ii) It is an effort to achieve organisational and individuals objectives. 

(iii) MBO is a result centred exercise for utilising various resources effectively. 

(iv) Mutually agreed objectives become the basis of performance evaluation. 

(v) It is a periodic review of objectives by superior and subordinate. 

Features of MBO 
A discussion of various definitions of MBO brings out the following features: 

1. MBO is a Philosophy. MBO is not merely a technique but a philosophy 
management. A technique is applicable only in specified areas but a philosophy 
approach guides and influences every aspect of management. MBO is an approa 
which includes various techniques of better management. 

2 Objectives Decided Collectively. In this approach various objectives of t 
organisation and of individuals are collectively decided by superiors a 
subordinates. These objectives become the targets which are to be achieved b 
various persons in the organisation. The review of objectives is also do 
collectively. 

3. Basis for Measureing Performance. The corporate, departmental and individual 
objectives are used as a yardstick to measure performance. A comparison of targets 
and actual results will enable managers to judge the performance of subordinates and 
top level management will similarly assess the performance of managers. 

4. Regular Review of Performance. MBO provides for a regular review o 
performance. This review is normally held once in a year. It emphasises initiative and 
active role by the manager who is responsible for achieving the objectives. The 
review is future oriented and provides a basis for planning and corrective actions. 

Guidelines for setting up System. The objectives in MBO provide guidelines for 
appropriate system and procedures. The degree of delegation of authority, fixation of , 
re,ponsibility, allocation of resources etc. can be decided on the basis of objectives of 

5.  
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various individuals. These objectives also become a basis of reward and punishment 
in the organisation. 

6. Matching of Objectives and Resources. The objectives are set on the basis of 
availability of resources. There will not be a problem of resources for achieving the 
objectives since both are matched with the objectives. 

7. More freedom to subordinates. MBO system not only decides objectives in 
consultation with the subordinates, but it gives them freedom in implemention also. 
The subordinates are free to decide their course for achieving the objectives set for 
them. 

8. Integration of Objectives. The objectives of the organisation, department and 
individual are integrated. First the objectives of the organisation are decided, then 
objectives of various departments are set in conformity with the organisational 
objectives. Individual objectives are set on the basis of departmental objectives. This 
exercise integrates various objectives and helps in achieving organisational 
objectives. 

BJECTIVES OF MBO 

ollowing are some of the objectives of MBO : 

1. Measuring Performance. The main objective of setting objectives is to measure the 
performance of persons. Since the objectives are set with the participation of persons 
for whom these are set, they know that their evaluation will be done on the basis of 
their actual performance. So the actual performance against the given objectives will 
help in judging the performance of different persons. 

2. Increasing Growth of Subordinates. When goals are given to the employees then 
they will try to achieve them by improving their performance. When employees 
achieve their goals then it will give them confidence and help in their growth. 

3. Encouraging Efficiency. MBO process encourages efficient persons since their 
performance comes to the notice of the management. When the output or 
performance of individual persons is not separately counted or recorded then there 
will be no record of performance of different persons. In such a situation efficient 
persons will not try to raise their performance since there is no distinction between 
efficient and inefficient. In MBO efficient persons will feel encouraged to improve 
their performance since it is recorded against their names. 

4. Relating Individual Performance to Organisational Goals. The individual 
performance of different persons will be related to organisational goals. The 
organisational goals are set first and then the individual goals will be determined to 
enable the achievement of organisational goals. The performance in achieving 
individual goals will help in achieving organisational goals also. A feedback about 
the performance of individuals will help in determining the overall performance of 
the organisation. A timely action may be taken if the performance is not as per the 
plans. 
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5. Basis for Deciding Salary and Promotion. The performance of individuals at 
will be the best criterion for deciding about salaries of individual employees 
annual pay rises and incentives to be given to employees can be worked out or. .41 
basis of their performance Performance will also be a better criteria for 
decisions regarding promotion of employees. 

6. Improving Communication among Superiors and Subordinates. Ano 
objective of MBO is to improve communication among superior and subordinz 
Firstly, when objectives are set, both superior and subordinate sit together and 
the decisions after proper discussions. The performance results of subordinates 
regularly go to the superiors and they will be advising in case the performance 
as per the objectives set earlier. This process helps in improving commune:: 
process among superiors and subordinates. 

7. Device of Organisational Control. MBO helps in assessing the organisati, - 
performance against the given objectives. A regular information about 
performance of employees will help the management in assessing the overall resit] 
of the organisation, the in.c•nagement will be able to take quick actions if 
performance is not as per the goals. The remedial steps will help in controlling - 
deficiencies in performance. So MBO is a device for organisational control. 

STEPS/PROCESS IN MBO 

MBO is used to plan goals for the employees through their own participation. The goals will 
act as motivational factor and help in increasing employee efficiency. The setting of goals 
not a simple thing. It requires lot of thinking and planning. The setting of objectives requir 
following steps : 

1. Setting Objectives at the Top. The first step in MBO process is to analyse tl 
purpose or mission of the organisation. This exercise is undertaken at the top leve 
The mission of the organisation will be converted into goals for a given period, it 
may be for a quarter, half year, a year, 5 years or more. In many cases objectives 
are set to coincide with the completion of a project or with an annual budget. This 
may not be desirable. Some goals may be set for a short period while some may be 
for a longer period. Generally as we go downward in the hierarchy the period for 
objective setting is short. At the operative level the objectives may be for a week or a 
month. 

2. Clarifying Organisational Roles. Sometimes organisational roles are not properly 
clarified and specific responsibility for attaining the objectives is not fixed. There 
should be clear cut assignment of tasks and fixation of responsibilities. In some cases 
the responsibility of one person for a particular task may not be fixed. For example, 
the development of a new product may be the responsibility of research, production 
and marketing managers. Such activities can be put under the overall command of a 
particular person, say product manager. In the absence of such a command specific 
responsibilities for taking up separate tasks be given to concerned managers. So 
organisational roles should be clearly,-spelt out. 

lir  94  
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7 L-  u b or din a t es Objectives. The subordinate managers should be informed of 
- _ bjectives , planning premises and strategies of the company. The superior 

_ :hen discuss with the subordinate about the objectives which he can 
.111:  7.7.  s h , time frame for them and the resources required. The feasibility of such 

for the company is also discussed. The superior has to play an important role 
-__e Interacting with the subordinate. He should ask questions like what will be his 

1?ution to the organisational goals? How can he improve his performance ? 
_ire the hurdles he faces in reaching has objectives ? What changes he expects 

- ,s uperiors ? How can the superior help him in his task. The answers to such 
_el,tions can help in deciding the specific objectives of subordinates. The goals 
- Auld be such which are practicable, realistic or achievable. 

Periodic Reviews. The objectives should be periodically reviewed to assess the 
ormance. The superiors and subordinates have regular meetings and review the 

- -ozress of objectives. In case the progress is not as per the plans then remedial 
e... ures are taken immediately. The weaknesses are identified and steps are taken to 

improve the working. The review meetings do not find faults for slow performance 
but concentrate on improving the work so that stated organisational objectives are 
_thieved. These meetings make the subordinates conscious that their progress is 

i-lularly reviewed and helps them to keep their performance as per the schedules 
:ecided earlier with his consent. 

Assessing Final Performance. At the end of a specified period the performance of 
_ndividuals and departments is assessed. If the performance is as per the plans then all 
those involved are complemented. In case the objectives are not reached then reasons 
for low performance are identified. The performance of workers may not be up to the 
mark due to their skill or training . Then they are given additional training and targets 
alongwith the things they need to improve their performance. There may be problem 
of resources or lack of co-ordination between persons or departments, all these causes 
are discussed and remedial measures are taken so that goals are reached in future. 
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CLASSIFICATION OF OBJECTIVES 
Management objectives can be classified as follows : 

1. Primary Objectives. These are the objectives for which a company has been st 
Every business aims to earn more and more profits out of its working. Pr --
objectives are related to the company and not to individuals. Earning of profits 
providing goods and services to the customers is the primary objective of a comp 
The goods and services are provided as per the requirements of customers. Eart-

profits through customer satisfaction helps in earning goodwill and regular clien 
The production of goods and services as per determined targets will be achie 
through individual goals of employees in the organisation. 

2. Secondary Objectives. These objectives help in achieving primary objectives. 
targets are identified and efforts are made to increase efficiency and economy in 
performance of work. The goals dealing with analysis, advice and interpretan 
provide support to goals directed by primary objectives. Secondary objectives. I 
primary objectives, are impersonal in nature. The primary goal of earning pro 
through providing goods and services will be achieved if there is a plan to add n 
products in the market at regular intervals. The goal of adding new products will be 
secondary goal which will help in achieving the primary objective. 

3. Individual Objectives. These are the goals which individual members in 
organisation try to achieve on daily, weekly, monthly or yearly basis. The 
objectives are achievable as subordinate to primary and secondary goals. Most of thi 
individual objects are economic, psychological or non-financial rewards which 
individual tries to achieve by using resources of time, skill and effort. An indivi 
tries to satisfy his needs and desires by working in an organisation. In order 
motivate individuals for raising their performance, organisations offer v 
incentives. 

4. Social Objectives. These are the goals of an organisation towards society. These 
include the obligations required by the community, government agencies etc. Them 
also include goals intended to further social, physical and cultural improvement of tits 
society. Social obligations of business has become essential these days. Business ha 
to produce goods and services by taking into consideration health requirements 
people. There are expectations that business should also spent a part of its profits fa 
the welfare of community. 1 

Hierarcy of Objectives 1 
Objectives form a hierarchy ranging from the broad aim to specific individual objectives 

At the top of it the main goals of the organisation are set. The organisation has to see it! 
responsibilities towards society and then towards herself. The organisation is required tt 
contribute to the welfare of society by providing good quality products at reasonable cost 
The main purpose of the business is to provide a specific level of services or a proper type o 
goods. The overall objectives of the organisation are specified at the top level management 
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e objectives of the key areas are also determined at the higher level management. The next 
hierarchy comes the objectives of divisions and departments and units and these are 
:idled at middle level management comprising Vice-president or functional managers. The 
jectives of individuals are decided at the bottom of the hierarchy. The junior level 
nagement sets performance standards of individuals. 

The hierarchy of objectives is shown in the diagram shown below. 

cop Down and Bottom up Approach 

There is some controversy whether the objectives should be fixed at top down or bottom 
i . In the top down approach upper level managers set objectives for the subordinates while 
the bottom up approach subordinates initiate the setting of objectives of their positions and 
esent them to their superiors. The proponents of the top down approach are of the view that 
-erall objectives of the organisation should be set at Chief Executive Officer level of top 
el of management. It will provide a proper synchronisation of objectives of different areas 

td individuals. On the other hand the supporters of bottom up approach argue that top 
anagement needs to have information from lower levels in the form of objectives. Since 
bordinates fix their own goals they will be motivated and committed to their performance. 
may not be advisable to rely entirely on one approach. Both the approaches should be used 
isely for better results. In a practical situation such decisions are linked to factors such as 
e  size of the organisation, the organisation culture, leadership style of the executive and the 
gency of the plan. 
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$11" MULTIPLICITY OF OBJECTIVES 
The objectives of every organisation are numerous. Even the major enterprise objectives 
normally multiple. At different levels of the organisation also many objectives are pu 
There is a feeling that a manager cannot pursue more objectives at a time. Normally it 
thought that if more than two to five objectives are pursued than their effectiveness may 
diluted, the minor objectives may get more importance at the cost of major ones. Though 
feeling may be true but it is difficult to specify the exact number of objectives which 
manager can pursue at a time. It should be ensured that major objectives should not suffer 
the cost of minor ones. 

There should be a distinction between objectives and routine matters. Every manager 
to attend to a number of routine matters but these things should not consume more of 
time. Secondly a distinction should also be made between major and minor objectives. T-

minor objectives are dealt with at a lower level of management and these should not be give-r 
the status of major objectives. The number of objectives to be pursued may vary fr 
manager to manager at different positions but their figures should be such that every objec: 
should get adequate attention. Some objectives may have to be dealt with by the mana, 
himself and some may be delegated to subordinate staff. Though there is a multiplicitti  
objectives but they should be given attention as per their importance. 

Guidelines for Setting Objectives 
Before initiating the process of setting objectives the planner should study the conditi, 

prevailing inside and outside the organisation. The strength and weakness of the conc., 
should also be considered. An attempt should be made to improve the inefficient spots. T 
following factors should be taken into consideration while formulating business objectives : 

1. Classifying the Objectives. The first important thing to be done in setting objective ,  
is related to the classification of objectives. The objectives are classified into basic 
outstanding, major or derivative etc. The basic objectives are essential for the present 
The outstanding objectives will need more efforts than normal for their attainment 
The major objectives will relate to the organisations while derivative objectives are 
concerned with departments, sections or individuals. The ultimate aim is to achieve 
organisational objectives and all other objectives will mingle into main objectives. 

2. Determining the Areas of Objectives. The next thing in setting objectives is the 
specification of areas for which objectives are to be set. The business is divided int, 
functional areas such as production, marketing, personnel, finance, etc. Th: 
objectives for each area are set differently. These objectives are set in conformit: 
with the major organisational objectives. The division of areas enables a prope-
planning and control. 

3.. Co-ordinating various Objectives. The objectives of different departments are set 
separately. The objectives of various departments are co-ordinated so as to plan main 
organisational goals. The objectives for key-factor are decided first and then other 
departmental objectives are set. The key-factor here means strategic factor. Finance 
may be a key-factor in one concern, output may be in another, materials may be in 
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third, etc. The planning of key-factors is important because other objectives will 
depend upon it. All the factors should be co-ordinated in order to achieve verall 
objectives. 

Objectives should be Realistic. TIT objectives should be realistic so that they may 
be attainable by the present men and resources. The objective should take into 
consideration all the available resources otherwise they will not be realistic. Too high 
goals will discourage the employees because they will not be achieved. Too low 
objectives on the other hand, will not enthuse the employees to give their maximum. 
So, objectives should be realistic and reasonable. 

g, Possibility of Adjustment. There should not be any rigidity in objectives because 
these are based on future estimates. Any change in the circumstances will have an 
effect on the objectives too. The objectives should be modified as and when a 
situation demands. The production object may have to be modified if the raw 
materials of a particular type are not available. So, there should be a scope for 
adjustment to make the objectives practicable. 

:NEFITS OF MANAGEMENT BY OBJECTIVES 
30 helps in implementing,goal oriented management. It can be applied in various areas of 
anisation such asverformance appraisal, organisational development, long range planning, 
wation of individual and organisational objectives and so on. Benefits of MBO can be 
lbd as follows. 
-1. Better Management. MBO results in improved and better managing. Better 

managing requires setting goals for each and every activity and individual and 
ensuring that these are achieved. MBO not only helps in setting objectives but also 
ensures balancing of objectives and resources. For establishing objectives there is a 
need for better and result oriented planning. Management by objectives forces 
managers to think about planning for results, rather than merely planning activities or 
work. Managers will devise ways and means for achieving objectives. The objectives 
also act as controls and performance standards. So MBO is helpful in improving 
management. 

2. Clarifying Organisation. MBO helps in clarifying organisational roles and 
structures. Responsibility and authority are assigned as per the requirements of the 
tasks assigned. There is no use of fixing objectives without delegating requisite 
authority. The positions should be built around the key results expected of people 
occupying them. Implementation of MBO will help in spotting the deficiencies in the 
organisation. 

3. Encouraging Personal Commitment. The main benefit of MBO is that it 
encourages personnel to commit themselves for the achievement of specified 
objectives. In a normal course people are just doing the work assigned to them. They 
follow the instructions given by the superiors and undertake their work as a routine 
matter. In MBO the purpose of every person is clearly defined with his or her own 
consent. People in the organisation have an opportunity to put their own ideas before 
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superiors, discuss the pros and cons of various suggestions and partici:7 _ 
the final objectives. When a person is a party for setting objectives the: - 
honest endeavour to achieve them. He will feel committed to reach the 
with his consent. A feeling of commitment brings enthusiasm and helps in r 
the goals. 

4. Developing Controls. MBO mechanism helps in devising effective contra& 
need for setting controls is the setting of standards and then finding out devi 
any. In MBO, verifiable goals are set and the actual performance will help in 
out the deficiencies in results. Every person is clear about what is expected from 
and these standards act as clear cut controls. So controls can easily be devised 
MBO is followed. 

5. Improves Communication. The subordinates are associated for setting 
objectives for future. There is a proper interaction between the superior and 
subordinate while deciding about the objectives. A subordinate can talk to 
superior whenever there is a need for guidance or clarification. The process in 
improves communication among employees and it helps in improving 
performance. 

6. Improves Efficiency. MBO helps in improving efficiency of workers. The wo 
are associated for setting their objectives and they will try that the set targets 
achieved in time. The workers will regularly interact with the superiors regarding 
progress of their work, it will help them in identifying the deficiency in 
performance. The process of consulting superiors regularly will help in improving 
efficiency of workers 

WEAKNESSES OF MANAGEMENT BY OBJECTIVES 

Despite of its acceptability in recent times, MBO technique has not yet acquired a final sha:•_ 
This system suffers from a number of weaknesses which are discussed as under : 

1. Failure to Teach MBO Philosophy. The success of MBO will depend upon ip 
proper understanding by managers. When managers are clear about this concept only 
then they can explain to subordinates how it works, why it is being done, what will NI 
the expected results, how it will benefit participants, etc. This philosophy is based oal 
self direction and self control and aims to make managers professionals. 

2. Failure to Give Guidelines for Goal Setters. If the goal setters are not given proper 
guidelines for deciding their objectives then MBO will not be a success. The 
managers who will guide in goal setting should themselves understand the major.  
policies of the company and the role to be played by their activity. They should also 
know planning premises and assumptions for the future. Failure to understand these 
vital aspects will prove fatal for this system. 

3. Difficulty in Setting Goals. The main emphasis in MBO technique is on settin, 
objectives. The setting of objectives is not a simple thing. It requires lot of 
information,  for arriving at the conclusions. The objectives should be varifiable so that 



AGEMENT BY OBJECTIVES 

performance may be evaluated. Some objectives may not be verifiable, precaution 
should be taken in defining such objectives. The objectives should not be set casually 
otherwise MBO may prove liability for the business. 

4 Emphasis on Short Term Objectives. In most of the MBO programs there is a 
tendency to set short-term objectives. Managers are inclined to set goals for a year or 
less and their thrust is to give undue importance to short term goals at the cost of long 
term goals. They should achieve short term goals in such a way that they help in the 
achievement of long term goals also. There may be a possibility that short term and 
long term objectives may be incompatible because of specific problems. So proper 
emphasis should be given to both short term and long term objectives. 

5 Danger of Inflexibility. There is a tendency to strict to the objectives even if there is 
a need for modification. Normally objectives will cease to be meaningful if they are 
oftenly changed, it will also be foolish to strive for goals which have become obsolete 
due to revised corporate objectives or modified policies. 

-REQUISITES FOR INSTALLING MBO PROGRAMME 
installation of MBO programme will require a change in organisational culture and 

ironment. The philosophy of MBO should be properly explained to every body in the 
anisation. The purpose of installing this system may also vary from organisation to 
nisation. Following are the prerequisites for installing MBO programme : 

1 Defining Purpose. The first thing for implementing MBO programme is to define its 
purpose. Different organisations may have different purposes to be achieved from 
MBO programme. Howell suggested three stage evaluation of MBO : management 
appraisal and development, improvement of productivity and profitability and long 
range planning. An organisation may like to use MBO for improvement of its 
productivity, another may use it for improving managerial efficiency. In the absence 
of a definite purpose MBO will not be a useful exercise. 

2 Support from Top Management. In order to succeed MBO programme must have 
the support of top management. The subordinates will implement this programme 
effectively only when they are sure of the sincerity of top management in pursuing it. 
MBO is a method of managing effectively, it is a continuous process and not a single 
time activity. Managers will discuss with subordinates their targets and will regularly 
evaluate their performance. If the performance is lower than the predetermined 
standards then the causes of deviations are ascertained and corrective actions are 
taken. Top management will have to show a constant interest in MBO programme 
otherwise it is likely to fail. 

Training for MBO Programme. The success of any programme depends upon the 
knowledge of the persons implementing it. If they understand what they are 
implementing then others can be explained about the concept, philosophy and need 
for such a programme. The persons implementing MBO should be given proper 
training about the programme and its implementation. If people are not sure about the 
aims of the programme then they will find difficult to implement it. There is a need 
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for structural change, behaviour change and attitude change for makir. _ IIIN 

programme effective and successful. 

4. Participation. In order to secure commitment of subordinates for the pro (-Jr 
there is a need for participation by every body in the organisation. Subor__ 
should be made an integral part of this system. In case subordinates take MBO 
other method for evaluating their performance then it will not succeed. Suboi 
should participate in setting their objectives and deciding their are_.  
accountability. The areas of participation, however, may vary according to the 
activity and the levet of hierarchy. The type and extent of participation will var\  
organisation to organisation. 

5. Feedback. In MBO system every individual decides and controls his 
performance. The person working under such a system should regularly know 
performance and standing. In case the performance is not as per the goals 
required correctives will be undertaken. The feedback will help in learning 
improving situations. There should be periodic counselling and appraisal inte 
where superior helps the subordinate in knowing his good and bad points and 
suggestions for future improvements. 

MANAGEMENT BY EXCEPTION (MBE) 

Management by exception means that management should not concentrate on things of r 
nature rather it should involve when there are exceptions. If the things are happening a ,  

the decided standards, there is no need to inform the management, rather if there are r_ 
deviations even it should be adjusted at lower levels. The management must be informer 
there are significant deviations between the standards and actual performance. For example 
quality control standards are set by a manager where variation of three percent is permiss 
in the standards then any deviation upto three percent should be looked into by the lo 
level management only. The manager need not be informed about it. But when the devia 
increase beyond three percent then it must be brought to the notice of the manager conce 

The management by exception is an important principle of organisational control. If 
management is informed of small variations then it will distract its attention from impo 
issues. So top management should be involved only in exceptional cases and not in c 
involving insignificant changes. A manager should devote his time and energy in pla 
and executing major decisions. It is a technique of separating important information from 
unimportant information. The information which is critical for management control actions 
sent to the manager. This helps in installing an effective control system. 

Difference Between MBO and MBE 
Management by exception is a control technique which helps in deciding what's to - 

reported to the top management. Management by objectives on the other hand, is t 
philosophy of decentralisation and participative management. MBO helps subordinate:, - 
setting their goals and then making effects to achieve them. In MBE only exceptions
reported to the top executives so that they are able to devote their time and energy : - 
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ant tasks. In MBO, the superiors regularly evaluate the performance of subordinates 
d take corrective measures whenever needed. 

QUESTIONS 
.SHORT ANSWER QUESTIONS 

1.  Define MBO. 
2_ State three features of MBO. 
3. Is MBO a technique to assess performance ? 
4. Name the steps of MBO process. 

. LONG ANSWER QUESTIONS 
1. What do you mean by Management by Objectives ? State the features of management by 

objectives. 
2. Discuss the objectives of Management by Objectives. 
3. Describe the process followed in management by objectives. 
4. Describe various prerequisites for installing MBO programme. 
5. State various benefits and limitations of management by objectives. 
6. What is meant by Management by Exception ? How is it different from MBO ? 
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)NCEPT OF ORGANISATION 
:.,-lisation refers to the way in which the work of a group of people is arranged and 
tributed among members to achieve the business objectives. It is the working together of 

or more persons in a co-ordinated way for achieving common objectives. Organisation 
!Wishes relationship among people in the enterprise and co-ordinates their activities in 
h a way that all the resources are employed for achieving business objectives. So 
anisation is the process of combining the work of people working in the enterprise for 
lertaking various duties and responsibilities. The word 'organising' on the other hand, is 
d for stating it as a function of management for bringing together human and non-human 
purees i.e., materials, machinery, money etc. and defining and establishing the authority-
ponsibility relationship for achieving organisational goals. 

iFINITIONS 
Louis Allen, "Organisation is the process of identifying and grouping work to be 
formed, defining and delegating responsibility and authority and establishing 

7tionships for the purpose of enabling people to work most effectively together in 
omplishing objectives." In the words of Allen, organisation is an instrument for achieving 
anisational goals. The work of each and every person is defined and authority and 
ponsibility is fixed for accomplishing the same. 

George Terry, "Organising is the establishing of effective authority relationships 
ong selected work, persons, and work places in order for the group to work together 
ciently". According to Terry organisation is the creation of relationship among persons 
work so that it may be carried on in a better and efficient way. 

L.H. Haney, " Organisation is a harmonious adjustment of specialised parts for 
omplishment of some common purpose or purposes". Organisation is the adjustment of 
ious activities for the attainment of common goals. 
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CHARACTERISTICS/NATURE OF ORGANISATION 
Different authors look at the word 'organisation' from their own angle. One thing vvh_, -
common in all the viewpoints is that organisation is the establishment of auth( - 
relationship among persons so that it helps in the achievement of organisational object: 
Some of the characteristics of organisation are studied as follows : 

1. Division of Work. Organisation deals with the whole task of business. The to! 
work of the enterprise is divided into activities and functions. Various activities 
assigned to different persons for their efficient accomplishment. This brings 
division of labour. It is not that one person cannot carry out many functions 
specialisation in different activities is necessary to improve one's efficient 
Organisation helps in dividing the work into related activities so that they 
assigned to different individuals. 

2. Co-ordination. Co-ordination of various activities is as essential as their division. 
helps in integrating and harmonising various activities. Co-ordination also avc,  
duplications and delays. In fact, various functions in an organisation depend upon 
another and the performance of one influences the other. Unless all of them 
properly co-ordinated, the performance of all segments is adversely affected. 

3. Common Objectives. An organisational structure is a means towards the achie 
ment of enterprise goals. The goals of various segments lead to the achievement 
major business goals. The organisational structure should build around common a 
clear cut objectives. This will help in their proper accomplishment. 

4. Co-operative Relationship. An organisation creates co-operative relationship amo 
various members of the group. An organisation cannot be constituted by one persc 
It requires at least two or more persons. Organisation is a system which helps 
creating meaningful relationship among persons. The relationship should be be 
vertical and horizontal among members of various departments. The structure shot 
be designed that it motivates people to perform their part of work together. 

5. Well-defined Authority-Responsibility Relationships. An organisation consists 
various positions arranged in a hierarchy with well defined authority a 
responsibility. There is always a central authority from which a chain of author 
relationship stretches throughout the organisation. The hierarchy of positions defir 
the lines of communication and pattern of relationships. 

FORMAL AND INFORMATION ORGANISATION 

FORMAL ORGANISATION 

It is the structure of relationships created by management for achieving organisatiol 
goals. It is an official framework for taking up every activity. Formal organisation clew 
defines the authority-responsibility relationship among various people working in 
enterprise. This structure is created after a lot of deliberations and is based on division 
activities so that the human group working in the organisation is able to achieve busim 
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Is The employers working in the organisation know their relationship among one another 
I understand about their superiors and subordinates. They also know the work assigned to 

and the persons to whom they are accountable for their performance. Thus the 
ponsibility of each person is fixed by assigning him the task. The organisation works as 
the rules and procedures designed for smooth working. 

stures of Formal Organisation 
1 Officially  Created Structure. Formal organisation is a well prepared document for 

the smooth and systematic working of the enterprise. 

Based on Rules and Procedures. Since many persons are involved in day to day 
activities, specific rules and procedures are prepared for guiding various actions. 

A Balance between Authority and Responsibility. There is always a balance between 
authority and responsibility. Authority should be delegated as per the task assigned to 
a person otherwise he will not be able to get it done. 

Based on Division of Work. Formal organisation is based on proper division of 
work. The whole work in the organisation is divided into similar activities and then 
put under different sections or departments. 

Organisation Chart. For the guidance of employees an organisation chart is 
prepared. Every employee can see his position as well as the position of others 
working in the organisation. The chart not only explains relationships in different 
departments but also inter-departmental relationships. 

Provides Specialisation. Since division of work leads to specialising in same type of 
work, it helps people in acquiring in-depth knowledge of their work. 

antages of Formal Organisation 

I

Formal organisation has the following advantages : 

1. Specialisation. In formal organisation work is divided into small parts and each part 
is repeatedly performed by a person. A person performing the same work regularly, 
he becomes a specialist in it. The organisation gets the benefit of specialisation. 

f

2 No Overlapping of Work. In this type of organisation every work is properly 
planned and assigned. There is no question of same work being performed by more 
people. Overlapping is avoided at the planning level itself. 

3. Better Co-ordination. Since duties and responsibilities of every person are specified 
and relationship among employees are established, there will be a co-ordination. 

4. Proper Evaluation of Work. The work to be done by each person is specified, it 
will be easy to evaluate the performance. It will be easy to distinguish between 
efficient and inefficient persons. 

5. Obtaining Objectives. In formal organisation, objectives are easily obtained since 
the work of every person is co-ordinated in such a way that organisational goals are 
reached. 
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6. Helpful in Control. The comparison of actual performance with pre-detz- ra 
objectives helps in controlling the work of employees. It helps in better and 
control. 

Disadvantages of Formal Organisation 

1. Mechanical System. Division of work makes the work mechanical in nature 
doing of same work repeately leads to monotony. Since employees are to ix - 
what they have been told, they do not take new initiatives. 

2. Rigorous Regulations. The employees remain under pressure for following the 
and regulations. The officers only emphasise the implementation of rules 
regulations in letter and spirit. This type of system leads to inefficiency instead 
improving the performance. 

3. Delay in Work. The strict implementation of rules and regulations lead to delu-. 
decision making and their implementation. 

INFORMAL ORGANISATION 

Informal organisation refers to the relationship between people in an organisation b _ 
not on formal hierarchy but on personal attitudes, whims, prejudices, likes and so on. It refe-
to what people actually do, based not on procedures and regulations but on some taste,  - 
etc. People work to-gether because of their personal likes and dislikes. People with co 
interests may work beyond the confines of formal relationships. Informal organisations 
not created but they appear at their own in a natural way in the formal organisation. 

Managements, sometimes, encourage employees to meet privately because it serves 
purpose in a number of ways. Informal communication may help in sorting out many iss 
which may not find solutions in a formal set up. 

Features of Informal Organisation 

1. Relations Not Planned. As the name suggests, informal organisation is not planned. 
Informal relations are spontaneous and do not follow any pattern. 

2. No Written Rules and Regulations. There are no written rules and regulations in 
informal organisation. With the passage of time some norms may be established by 
the informal group and these are supposed to be followed. 

3. Natural Process. Informal organisation is a natural process which takes place of its 
own. The persons meeting at informal gatherings establish informal relationships and 
discuss things of common interest. 

4. Common Interests. Informal organisations are formed when people have some 
common interests, similar thinking, same language or religion, similar problems, etc. 
They come together and discuss and deliberate the issues of common interest. 

5. Voluntary Membership. The membership of informal organisations is voluntary. 
The members have the liberty to join or leave the organisation. 
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of Stability. Informal groups are generally not stable. People become members 
— 

	

	informal groups at the same time or they leave the group at his discretion. 
mbership of such groups keep floating. 

FOR INFORMAL GROUPS 
-  =_,,on for the emergence of informal groups is that formal organisation was not 
..aitisfy all the needs of employees. Informal groups emerge due to the following 

Source of Protection. The hierarchical organisation system is based on rigid 
structure and control over the behaviour of employees. The employees sometime feel 
offended and harassed in the system. Informal groups offer protection to employees 
against arbitrary treatment by management. These groups provide stability to work 
groups and psychological support to members. 

2. Job Satisfaction. With the introduction of specialisation, tasks have become routine 
and repetitive. It may lead to psychological fatigue and boredom. Employees do not 
get sense of accomplishment and do not feel identified with their work. Such a 
situation de-motivates employees and their performance levels may be adversely 
affected. Informal groups add a human touch to the cold and in human aspects of 
formal structure. They help in developing friendships and follow feelings. It creates 
pleasant and satisfying work environment. Informal groups help in releasing daily 
tensions of employees and help them in getting job satisfaction. 

3. Improves Communication. The communication process in formal organisation 
structure is slow. Informal groups have quick and fast communication process in the 
form of grapevine. The communication passes very fast from person to person in 
informal groups. Managements also use informal communication channels to know 
the reaction of employees towards the policy changes or new decisions they are going 
to make. The reactions of informal groups may be helpful in making important 
decisions. 

4. Overcoming Managerial Limitations. Managers may not be able to exercise 
authority effectively in certain situations. The voluntary complaint by employees 
through informal links may help the organisation in these situations. Informal 
organisations may help in filling the managerial gaps by educating people about the 
usefulness of such tasks and programmes. 

5. Helpful in Co-ordination and Control. Informal organisations help to develop team 
spirit and group pride. These groups develop performance standards and reduce 
absenteeism and 'labour turnover through self control and motivation. Informal 
leaders can help managers by educating their members about punctuality and is 
helpful in attaining organisational goals. So informal groups can greatly contribute in 
proper co-ordination and control at the work place. 



Informal organisation 

It has no pre-determined objective. 

It  is based on human emotions a, 
sentiments 

Informal relations originate automatica"y 

Informal organisation does not last lorc. 

There is no specific chain 
communication. 

The chain of command is based on r-e 
sentiments of members. 
It is loosely structured and highly flexib a. 

The leader is elected amongst membe-s 
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Difference between Formal and Informal Organisation 
Basis 

1. Objective 

Structure 

Formation 

Communi-
cation 

Chain of 
command 
Flexibility 

Leadership 

Formal oganisation 

It is created to achieve predetermined 
objectives. 

( It refers to well defined authority 
responsibility relationship. 

Formal relations are well planned and 
created deliberately. 

Formal organistion is normally stable. 

There is a prescribed chain of 
communication 

There is a prescribed chain of 
command which is followed for all acts. 

A rigid structure is followed. 

Managers provide leadership to the 
workers. 

9. Authority It gives formal authority to every person 
in position. 

It  gives informal authority to the 
members. 

Advantages of Informal Organisation 
Following are the advantages of informal organisation. 

1. Fast communication. Informal communication is very fast because it does r 
follow scalar chain. Communication is generally from person to person and it spreads 
in no time. 

2. Fulfils Social Needs. People with similar thoughts form informal groups. They ail 
stand together on personal and social issues. 

3. Supports Formal Organisation. Managements sometimes encourage the formatio 
of informal groups. The reactions to proposed policies can be seen from th 
discussions at informal groups. The subordinates can put their ideas clearly before the 
superiors at informal groups. So informal groups support the formal organisation. 

4. Lightens Burden of Formal Managers. The decisions taken by managers may be 
discussed at informal gatherings and view points of employees may be synchronised. 
It becomes easy for the managers to implement various decisions since the reactions 
of employees become known. 

Disadvantages of Informal Organisation 
1. Spread Rumours. It has been seen that most of the information shared at informal 

gatherings spread rumours. The communications are based on wrong facts and 
figures. 

2. Resists Change. Informal organisations mostly resist change. Many important 
changes are opposed just for the sake of it. 
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: -- phasis on Individual Interest. More emphasis is given to individual interest 
.  zr than organisational interests. 

IPLES OF ORGANISATION 
pr _on is the establishment of relationship among various persons and positions in the 
ipr In. It also involves the assignment of responsibility and delegation of requisite 
Orr-  - - carrying out the assigned task efficiently and systematically. If the work is not 
im... - - Terly there may arise conflict, confusion and friction among people. 

not be possible to eliminate altogether the causes of conflict and confusion but a 
._,.111. designed organisation structure helps in reducing such chances. 

the basis of past experiences certain principles have been derived for a sound business 
pr _ Taylor, Fayol and Urwick have spelt out various principles on the basis of their 
peT _  in the business. Some of those principles are discussed as follows: 

Principle of Objective. The enterprise should set up certain aims for the 
achievement of which various departments should work. A common goal so devised 
for the business as a whole and the organisation is set up to achieve that goal. In the 
absence of a common aim, various departments will set up their own goals and there 
is a possibility of conflicting objectives for different departments. So there must be 
an objective for the organisation. 

2. Principle of Specialisation. The organisation should be set up in such a way that 
every individual should be assigned a duty according to his skill and qualification. 
The person should continue the same work so that he specialises in his work. This 
helps in increasing production in the concern. 

Principles of Co-ordination. The co-ordination of different activities is an 
important principle of the organisation. There should be some agency to co-ordinate 
the activities of various departments. In the absence of co-ordination there is a 
possibility of setting up different goals by different departments. The ultimate aim of 
the concern can be achieved only if proper co-ordination is done for different 
activities. 

Principle of Authority and Responsibility. The authority flows downward in the 
line. Every individual is given authority to get the work done. Though authority can 
be delegated but responsibility lies with the man who has been given the work. If a 
superior delegates his authority to his subordinate, the superior is not absolved of his 
responsibility, though the subordinate becomes liable to his superior. The 
responsibility cannot be delegated under any circumstances. 

5. Principle of Definition. The scope of authority and responsibility should be clearly 
defined. Every person should know his work with definiteness. If the duties are not 
clearly assigned, then it will not be possible to fix responsibility also. Everybody's 
responsibility will become nobody's responsibility. The relationship between 
different departments should also be clearly defined to make the work efficient and 
smooth. 
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6. Span of Control. Span of control means how many subordinates can be sttn 
by a supervisor. The number of subordinates should be such that the st.- ni 
should be able to control thier work effectively. Moreover, the work to be sups--

should be of the same nature. If the span of control is disproportionate, it is 
affect the efficiency of the workers because of slow communication wit 
supervisors. 

7. Principle of Balance. The principle means that assignment of work should be 
that every person should be given only that much work which he can perform.  
If some person is over worked and the other is under-worked, then the work 
suffer in both the situations. The work should be divided in such a way 
everybody should be able to give his 'maximum 

8. Principle of Continuity. The orgarcisation should be amendable according io, 
changing situations. Everyday there are changes in methods of production 
marketing systems. The organisation should be dynamic and not static. There 
always be a possibility of making necessary adjustments. 

9. Principle of Uniformity. The organisation should provide for the distribution 
work in such a manner that the uniformity is maintained. Each officer should 
incharge of his respective area so as to avoid dui subordination and conflicts. 

10. Principle of Unity of Command. There should be a unity of command in 
organisation. A person should be answerable to one boss only. If a person is 
the control of more than one person then there is a likehood of confusion 
conflict. He gets contradictory orders from different superiors. This principle 
a sense of responsibility to one person. The command should be from top to b,-

for making the organisation sound and clear. It also leads to consistency in dire._ 
co-ordinating and controlling. 

Principle of Exception. This principle states that top management should in  terfl 
only when something goes wrong. If the things are done as per plans then there is

' 

 
need for the interference of top management. The management should leave r  - _ 
things to be supervised by lower cadres. It is only the exeptional situations 
attention of top management is drawn. This principle relieves top management 
many botherations and routine things. Principle of exception allows top managemeara, 
to concentrate on planning and policy formulation. Important-time of management 
not wasted on avoidable supervision. 

IMPORTANCE OF ORGANISATION 
Organisation is the mechanism which determines the relationship of various persons. W 
the help of a well defined organisation management is able to perform the functions 
direction, co-ordination and control. An ill-defined organisation plan will not enable 
management to make an effective exhibition of its managerial talents to realise business 
goals. Following are some of the advantages of a good organisation: 

1. Helps in Optimum Utilisation of Technological Innovations. The test of a goon 
organisation is its success in adjusting to the new and changing situation. The 
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logical improvements are taking place every time and management is required 
le In3ke use of them to exist in competitive world. The organisation should be 
f_exible to incorporate all new requirements. 

The adjustment to new changes will require re-scheduling and re-adjustment of duties 
and responsibilities in the organisation. There may also be a need to delegate new 
powers for making best utilisation of technological changes. 

Helps in Administration. An organisation provides sound foundation for effective 
managerial control. Various managerial functions will be effectively performed with 
the help of an organisation. The functions like co-ordination and control require a 
proper division of various functions and their assignment to suitable persons. 

An important function of planning will be effective only if there is an organisation to 
implement it. Best plans may fail if these are not executed properly. The assignment 
of responsibilities among various persons for earring out different functions will be 
essential for making the plans effective. There will be a need of proper authority to 
carry out the functions systematically and effectively. 

A good organisation is an asset to the management. It helps in achieving organisation 
goals through the exercise of effective controls. Organisation provides a channel for 
better management. 

3. Promotes Growth and Diversification. Area and activities of a business grow if it 
has a well knit organisation. There will be a need for employing more persons 
whenever expansion and diversification takes place. A flexible organisational 

working. Additional activities will not put any strain on the management. 

4. 

 structure will enable the employment of more persons without disturbing the 

Easy Co-ordination. Every enterprise has a number of departments and sections. -
These are assigned different duties for achieving business objectives. There is a need 
for co-ordinating the working of various segments. A good organisation will divide 
and sub-divide the activities in such a way that the acitivities of different segments 
become complementary. This will bring an automatic co-ordination in the business. 

5. Training and Development of Personnel. A good organisation offers an 
opportunity for the training and development of personnel. A clearly defined 
authority provides a scope for the use of talent. There will be a sufficient scope to try 
new ideas in improving the working of the organisation. 

The new entrants get sufficient training in their work. They are attached to 
experinced persons who guide them on undertaking various jobs. The job training is 
much better and gives good results as compared to class room training. A well 
devised organisational system will provide a sufficient opportunity for the training of 
new trainees and development of existing staff. 

6. Encourages Initiative. A good organisational structure will provide sufficient scope 
for taking inititative. Persons are allowed to try new ideas for improving upon their 
work. The policies and procedures are laid down for the guidance of managerial 
personnel. But within these limits people are given freedom to show their talent. 
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The initiative and creativeness encouraged in the organisation will make it dyati 
and responsive to the new situations. If persons are not encouraged to take - 
initiative then the management may not be able to cope with the changing b " 
environment. A good organisation clearly defines the scope of work of every 
and allows them to grow in that sphere. 

7. Better Human Relations. Human relations improve in a good organisational set 
An organisation consists of human beings and their satisfaction will help 
improving human relations. A clearly defined work, authority, responsib 
accountability will enable individuals to work in a free atmosphere. Everybody 
know his limitations and may try to remain in that sphere. This will give 
satisfaction to employees. 

PROCESS/STEPS IN ORGANISATION PROCESS 
Following steps are involved in designing organisation structure : 

1. Identification of Activities. Organisation structure is developed to achieve bus 
objectives. Therefore, the activities required to achieve objectives are identified. 
business activities are divided and sub-divided into various categories. The purpose is 
that no work is left unidentified. Identification and classification of activities ena--
managers to concentrate attention on important activities and also to a~ 
overlapping and duplication of work. The process of identification of activit.: • 
should ensure that : (a) all activies are performed (b) there is no duplication mf 
activities and (c) all activities are performed in a co-ordinated manner. 

2. Grouping Jobs into Departments. After identification of various activities, similr-
activities are grouped together and put under different departments. The group' 
may be done in different ways. The common grouping may be as : (i) functioi 
departmentation and (ii) divisional departmentation under function., 
departmentation, the activities related to the common function are grouped under or 
department. For example , all the jobs related to production are grouped undc7 
production department, and jobs related to marketing activities may be put under 
marketing department and so on. In divisional departmentation, activities related to 
one product may be brought under one department. For example, if a firm deals in 
two products say steel and cement, there may be one department related to productio-
and marketing of steel and the other may deal with cement. 

3. Assigning Duties. When activities are divided into different functions, the next step 
will be to appoint suitable persons for different duties. Authority-responsibility 
relationships are established among various members of the organisation for taking 
up different duties. The work should be assigned as per the skills and qualifications of 
persons. The experts in different areas are appointed to head departments. 

4. Delegation of Authority. In order to carry out different jobs, there is a need to 
have authority for the same. A persons will be able to perform his duties only when 
he is given adequate authority for that job. A job assigned without any authority will 
not be performed. Authority and responsibility are properly balanced. Top 
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management should delegate authority to lower levels and fix responsibility for the 
tasks. Delegation of authority creates superior-subordinate relationship between 
various positions in the organisation. Such relationships and channels of 
communication should be clearly defined. Every person in the organisation should be 
clear from whom he has to take orders and to whom he is accountable for his 
performance. 

LEQUISITES OF AN EFFICIENT BUSINESS ORGANISATION 

.n efficient organisation is essential for the success of a business enterprise. The defining of 
u ies and fixing repsonsibilities of all employees in the organisation is essential. An effective 
rganisational system ensures proper supervision and control. It facilitates expansion and 

ersification. An effective organisation has the following pre-requisits : 

1. Able Organisers. Success of an organisation depends upon the competence and 
calibre of those who are at the helm of affairs. The entrepreneur should understand all 
aspects of the business so that he may properly organise various aspects of the 
concern. A well-defined organisational set-up will be helpful in smooth running of 
the business. The persons at the top should be well versed with everything. He should 
be dynamic and should be able to cope wth the changing business environment. 

2. Sound Business Policies. The management should be clear about the objective to be 
achieved. Various policies should be aimed to achieve the business goals. There 
should be no conflict and confusion regarding different policies. The policies should 
be clearly defined and different levels of management should be clear about the 
policies. 

3. Proper Supervision and Control. The success of an organisation will depend upon 
the effective supervision and control. If the activities of different individuals are not 
properly controlled, then business goals will not be achieved. The targets of work 
should be fixed and the performance should be recorded. A corrective action is 
necessary if the performance is less than the goals. The number of persons to be 
supervised (span of control) by the supervisors should also be realistic. The 
supervisors should be able to devote enough time in checking the work of every 
employee under his control. 

4. Co-operation and Co-ordination. It is necessary to get the co-operation of 
everybody in the organisation to make it a success. The goals of the business are 
common and everybody should try to achieve them in their respective fields. There 
should be some agency to co-ordinate the activities of various departments. Sales 
department must know the plans of purchase and finance department should also 
work in co-ordination with each other. The employees should develop an attitude of 
co-operation. A central agency should act as a co-ordinating body. 

5. Efficient Personnel Organisation. Management of personnel is an important aspect 
of organisation. Proper personnel organisation is necessary for enabling all persons to 
optimise their contribution towards realising the corporate objective. Personnel 
organisation includes recruitment, training, job evaluation, merit rating and fixing of 
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remuneration. Working conditions should be improved so that workers are enc. 
to work more efficiently and have job satisfaction. 

6. Capacity for Business Expansion. The organisation should be elastic to 
expansion and diversification of the business. The production may be raised in 
same line or more products may be added. The organisational structure should 
such that it allows increase or decrease of production, as the case may be WI 

disturbing the whole organisation. If some change in production and sales req 
change in organisational set up, it will discourage the growth of the enterprise. 

TYPES OF ORGANISATION 

An organisational structure is mainly concerned with the allocation of duties  
responsibilities and delegation of authority. It represents hierarchical arrangement of v 
positions in the organisation. It helps in allocating authority and responsibility in the busi 
The laying down of pattern of communication and co-ordination are also facilitated by a 
organisation. It also specifies who is to direct whom and who is to report to whom. 
adoption of a particular form of organisation structure largely depends upon the nature, 
and size of the business. 

Types of organisation may be discussed as Traditional and Modern organisation. 

Traditional Types of Organisation 

These organisations may are discussed as follows : 

A. LINE ORGANISATION 

Line organisation is the basic framework for the whole organisation. It represents a di 
vertical relationship through which authority flows. This is the simplest and oldest, known 
chain of command or scalar principle. The authority flows from top to the lower levels. Evc  
person is in charge of all the persons under him and he himself is accountable to his superi 
only. This organisation is a vertical structure where one person delegates authority to 
subordinate and who in turn delegates to his subordinate and so on. Authority flows vertically 
from top level person to all the persons responsible for the execution of work. Responsibility, 
on the other hand, flows upwards. Everybody is responsible for his work and is accountable 
to his boss. Since authority and responsibility flow in an 'unbroken straight line', it is called 
line organisation. In the words of J.M. Lundy, "It is characterised by direct lines of authority 
flowing from the top to the bottom of the organisational hierarchy and lines of responsibility 
flowing in an opposite but equally direct manner." 

This form of organisation is followed in military establishments. The 'Commander-in-
Chief' is at the top with various other officers at the lower levels. The officers at downward 
positions derive authority from the top. The modern military organisations do not entirely rely 
on line organisation. They have staff wings like intelligence, medical and so on. 

In line organisation, every manager exercises a direct authority over subordinates who are 
directly responsible to their superiors. There is thus a hierarchical arrangement of authority. 
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agpportive units for accounting, labour, etc. Every manager is required to 
in his department. Following diagram depicts the line organisation 

_ =  ,stment : 

Chief Executive Office 

Production Manager 

Plant Superintendent 

Forman Shop A Forman Shop B Forman Shop C 

Workers 

Lower organisation 

l
imes of Line Organisation 

1L.ame organisation has the following features/characteristics : 

0 In line organisation authority flows from the top to the lower levels and 

!I'

responsibility flows upwards. 

(ii) Every person is in incharge of persons working under him. 

(iii) Each subordinate receives orders only from one superior and is answerable to him 
only. 

(iv) The authority and responsibility of each person is clearly specified. 

lirantages of Line Organisation 
The line organisation has the following good points : 

1. Simplicity. Line organisation is simple to establish and can be easily understood by 
the employees. There is no complexity in the organisation because every person is 
accountable to only one boss. Everybody knows his work and also to whom he is 
responsible. So it can be operated simply and clearly. 

2. Identification of Authority and Responsibility. Line organisation helps in fixing 
authority and responsibility of each and every person in the organisation. The 
authority is given with reference to the assignment of task. The authority should be 
commensurate with the work assigned. The allocation of work will also help in fixing 
responsibility of various individuals. So line organisation enables the fixation of 
authority and responsibility. 
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3. Co-ordination. The hierarchy in management helps in achieving effecti 
ordination. The general manager is incharge of all the departments and he can e, 
co-ordinate the work of various departments. At departmental level manag:-
incharge and he can direct the activities of his juniors. 

4. Effective Communication. The chain of command goes from top to bottom. The 
a direct link between the superior and his subordinate, both can commun. 
properly among themselves. The reactions of subordinates also reach 
management in a short span of time. 

5. Economical. Line organisation is easy to operate and less expensive. There a  
staff personnel to advise line officers. Line officers take their own decisions \\ .- 
looking to specialised personnel. This greatly reduces the establishment cost. 

6. Quick Decisions. Only one person is incharge of a department or division. He h., 
take various decisions by himself. There are no staff personnel for consultation 
This enables a manager to take prompt decisions. If a decision taking pro_ 
involves the consultation of a number of presons then there are likely to be dela:, • 
deciding things. In line organisation only departmental head is required to 
decisions and he will not waste time in deciding things. 

7. Unity of Command. In line organisation every person is under the command e -

boss only. This type of organisation is in accordance with the principle of •• _ 
chain. 

8. Effective Control and Supervision. The number of subordinates is limited u 
line organisation. The superior can exercise effective control and supervise o \ :-
persons under him. There is a direct link between superior and subordinates. Thi ,  
helps in having better control because the subordinates will be under constant \\ 

9. Executive Development. Under this system the departmental head is invol 
taking and executing various decisions. His task is challenging and he is expect: 
discharge his responsibility in an efficient way. This helps an executive to learn 7 

things and develop his capabilities. 

10. Flexibility. Since the manager has to take all important decisions, he can - 
changes if new situation warrants. He need not to waste time in getting instruL - 411 
from above. He can take a decision according to the requirements of the situation_  

Disadvantages of Line Organisation 
Line organisation suffers from a number of drawbacks. Some of these drawbacks 

been discussed here : 

1. Excess Work. In line organisation too much is expected from executives. They 
expected to take numerous decisions and supervise the work of subordinates u 
them. The work load of executives goes on increasing with the expansion 
diversification of the unit. The line office cannot devote sufficient time to each 
every work and are over loaded with responsibilities. 

2. Lack of Specialisation. The lack of managerial specialisation is the demerit of 
organisation. The line officers cannot be experts in every line of business. Since 



- _ - - :nts. This may become the reason for lack of co-ordination among different 
L-- This may become the reason for lack of co-ordination among different 

mailability. There may be a lack of operational uniformity among various 

at Co-ordination. There is a lack of co-ordination among various departments. 
epoitmental heads try to run the departments in their own way and according to 

decisions with regard to every aspect of business, the quality of decisions 
mIL--rer. The officers will have to depend heavily on subordinates for advice. 
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_ - 
,per Communication. The ultimate authority for taking all decisions lies with 

—ers. The line officers may become autocratic and start deciding things 
- - Llt consulting their subordinates. The subordinates start keeping distance from 

_ -_,eriors. The decisions are implemented without comments even if these appear 
71.  1-.t detrimental to the interests of the organisation. The subordinates do not convey 

reactions or the reactions of workers to the superiors. The lack of 
_ 7.unication creates many problems for the smooth conduct of business. 

L ack of Initiative. In line organisation final decision-making is done by the top 
- _:zement. The lower level officials do not show initiative in suggesting new 

- They feel that their suggestions may not carry weight with their superiors so 
- - avoid taking any type of initiative. 

• Fav ouritism. There is a scope for favouritism in line organisation. The officers work 
according to their whims and preferencs. They judge the performance of persons 
according to their own likings. They judge the performance of persons according to 
- ir own yardsticks. There is a likelihood that some persons may be given favours 

_- -id deserving persons, on the other hand, may be ignored. 

7. Instability. The business is dependent upon some key persons and the sudden 
disappearance of such persons from the scene may create instability i a the business. 
There is also a lack of grooming the new persons for taking up important work. The 
managerial growth also suffers because lower level persons are not involved in 
decision-making process. 

FUNCTIONAL ORGANISATION 
Under functional organisation, the organisation is divided into a number of functional 

. Each department is managed by functional expert in that area. All activities are 
a ped together according to certain functions like production, marketing, finance, 
onnel, etc. and are put under the charge of different persons. All the persons in the 

anisation dealing with a particular function are put under the charge of a person 
trolling that particular function. The person incharge of a function is a specialist in it and 
its out the best in himself. 

itures of Functional Organisation 
Following are the features of functional organisation : 

(i) The whole task of the organisation is divided into different functions. 
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(ii) Each function is performed by a specialist. 

(iii) The functional head is incharge of the activities of his function - 
organisation. 

(v) Functional heads operate with considerable independence. 

Advantages of Functional Organisation 
Functional organisation has the following advantages : 

1. Specialisation. This type of organisation has the benefit of having specialists in 
area. The work is performed by those who have the specialist knowledge of 
work. The workers have the advantage of getting instructions from specialists. 
makes possible the fullest use of energy in the organisation. 

2. Increase in Efficiency. There is a division of labour upto manager level. P1 
and execution are also separated. This helps to increase the overall efficiency in 
organisation. The workers get guidance from expert supervisors and this e 
their performance at work. 

3. Scope for Growth. The functional organisation provides wide scope for growth 
mass production. The employment of specialists at various levels of work enables 
organisation to grow as per the needs of the situation. 

4. Flexibility. Functional organisation allows changes in organisation wi 
disturbing the whole work. The span of supervision can also be adjusted according 
the requirements. 

5. Relief to Top Executives. Top executives are not unnecessarily burdened as h 
in line organisation. The line officer is supposed to be a jack of all trades and 
burdened with all types of works. On the contrary a specialist is a master of his 7 
and he has the expertise and capability of taking his own decisions. 

6. Economy of Operations. The use of specialists helps in controlling the waste 
materials, money and time. The consolidation of activities leads to optimum use 
facilities like office accommodation, plant and machinery, etc. 

7. Better Supervision. Every superior is an expert in his own area and he will 
successful in making proper planning and execution. The superiors being u 
acquainted with the work, they will be able to improve the level of supervision. 

8. Democratic Control. This type of organisation eliminates one man control. The-: 
will be a joint control and supervision in the organisation. This boosts the morale 
employees and also enthuses a sense of co-operation among them. The democrat _ 
approach motivates workers to go deep into their work and make suggestions 
work improvement. 

Disadvantages of Functional Organisation 
Following are the disadvantages of functional organisation : 

1. Conflict in Authority. The principle of 'unity of command' is violated in function _ 
organisation. A subordinate is answerable to many bosses. Every superior conside- 
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work important and wants the workers to give top priority to his assignment. The 
:,:-kers feel confused and are unable to decide about the priorities of their work. 

Lack of Co-ordination. The appointment of several specialists creates problems of 
-ordination, especially when the advice of more than one is needed for taking 

Specialists try to give more importance to their work as compared to other 
i:eas. This creates conflicts among specialists and co-ordination becomes a problem. 

Difficulty in Fixing Responsibility. Since there is no unity of command, it becomes 
.-:-.fficult to fix responsibility for slackness in work. So many persons are involved in 
zompleting a work and everybody tries to blame others for low performance. 

Delay in Taking Decisions. The involvement of more than one person in decision-
making process slows down it. The speed or action tends to be hampered by the 
division of authority. Much time is taken in consulting different specialists prior to 
decision-making. 

Poor Discipline. The division of authority creates problem of discipline. The workers 
have to obey many bosses, their loyalty becomes divided. Discipline tends to break 
down not only among workers but also among lower level supervisors. 

Expensive. Multiplicity of experts increases overhead expenses of the organisation. 
A number of specialists are appointed for manning various lines of work. These 
persons being specialists, they demand much higher emoluments. Small units cannot 
afford to have functional organisation. 

Group Rivalaries. The emergence of many persons of equal status encourages group 
rivalaries among executives. Persons connected with different fields try to create their 
groups and then rivalary starts among these groups. Every group tries to dominate the 
other. The growth of the unit is adversely affected in a vicious atmosphere. 

.  LINE AND STAFF ORGANISATION 
Both line and staff organisations suffer from same drawbacks. On the one hand, line 

ganisation is autocratic and staff organisation, on the other hand, has loose control. Line 
d staff organisation eliminates the drawbacks of both and also has the good points of them. 
Is a happy blending of line and staff organisations. Both line and staff personnel have 
iportant roles to play. In this organisation line authority flows in a vertical line in the same 
anner as in line orgasation. In addition staff specialists are attached to line positions to 
[vise them on important matters. 

This organisation owes its birth to the army. A commander in the field is assisted by staff 
ricers in planning and executing his strategies. He will like to know the positions of his 
temies so that he is able to plan his own placings. Staff officer helps the commander in all 
pects of his job. 

A line manager is vested with executive authority. He is responsible for making 
iportant decisions and is also accountable for their implications. Line officers are 
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responsible for the accomplishment of various objectives. The authority flows verticall\  
top to bottom. 

Staff officers are experts in their fields. They are attached to line managers to advise 
in the field of their specialisation. Their role is of advisers. The line officers may or may 
rely on their advice. The staff organisation facilitates the accomplishment of organisatio 
objectives by making available valuable advise and expert knowledge. Staff officers may-

asked to suggest solutions to various problems encountered by line offiers. 

Type of Staff 

The Staff may be of three types : 

1. Personal Staff. Personal staff is attached to individual line officers. The Per,  
Assistant or the Private Secretary etc. form personal staff of line managers. Th 
persons help their bosses in every possible way. The routine work of line officer 
mostly handled by the personal staff. They fix routine meetings, open the p( 
maintain diaries and accompany the boss on official visits. The line offic 
are spared of routine works and are able to devote much time for planning 
execution. 

2. Specialist Staff. These are technically qualified persons who provide service to 
whole organisation. They serve line and other staff in planning, organising and cc'-
ordinating their work. Their specialised knowledge is an asset to the organisation 
The appointment of a legal advisor may be helpful to every department where 
advice is required. 

3. General Staff. This staff consists of persons attached to the key executives. T1 
have the same background as that of line officers. They are attached to import 
functionaries as,  their deputies, etc. They may be appointed as Deputy Manag( 
Assistant Managers, Special Assistants, etc. 

Functions of Staff Authority 

The staff authority is assigned the following functions : 

1. Agency of Control. It has to discharge the functions such as : (a) organisation: 
cost ; (c) audit ; (d) budget ; (e) personnel (f) accounting; etc. 

2. Agency of Co-ordination. It has to help in co-ordination of w )rk among differ 
departments. These functions are : (a) planning ; (b) order a d distribution ; 
production planning; (d) communication. 

3. Agency of Service. It performs functions like : (a) research a t development; 
taxes ; (c) statistical analysis ; (d) personnel development. 

4. Agency of Advice. It has to perform functions such as : (a) leg; advice ; (b) public 
relations; (c) labour relations ; (d) economic. 
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_: awing diagram shows line and staff organisation : 
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Line and Staff Organisation 

antages of Line and Staff Organisation 
This organisation has the following advantages : 

1. Specialisation. Line and staff organisation introduces specialisation in a systematic 
manner. Persons with specialised knowledge are appointed to help line officers. The 
planning part is generally undertaken by staff personnel and line officers are able to 
devote much time for execution. 

2. Better Discipline. The unity of command is maintained in this type of organisation. 
The staff personnel do not interfere with the executive work of line officers. The 
workers get command from line personnel and are accountable directly to them for 
their performance. This creates better understanding and discipline among 
employees. 

3. Balanced and Prompt Decisions. The functional managers have the advantage of 
expert advice when taking important decisions. The staff can also be used to 
investigate and advise on inter-departmental relationships. The line officers can take 
balanced and quick decisions. 

4. Growth and Expansion. The line and staff organisation is quite suitable for growth 
and expansion. The burden of line staff is eased by the appointment of specialists. 
Line officers will be able to devote much time for future planning. The present staff 
will enable the expansion and growth of unit. Some assistants can be appointed to 
cope with the work if needed. 

5. Development of Employees. This organisation provides scope for advancement of 
career to able and dedicated employees. There are more openings for those who have 
capabilities of going up. The separation of functions of 'planning ' and 'doing ' also 
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helps in creating more and more job opportunities. Promotional chances increase fir 
deserving persons. 

6. Lesser Burden on Line Officers. With the appointment of staff officers the bur 
of line officers is greatly reduced. The specialists help line officers in deciding 
regarding their lines of specialisation. The line officers are left with ro 
administrative work. They will be able to devote their time in supervising 
implementation of various plans and policies. 

7. Quick Actions. The line officers will have sufficient time to take various decisi 
Whenever there is a need for certain decisions, they will be able to devote time 
decide the things. This type of situation helps in solving many issues which «c 
have created difficulties if timely decisions would not have been taken. 

Disadvantages of Line and Staff organisation 
The line and staff organisation suffers from the following drawbacks: 

1. Conflict between Line and Staff Personnel. There is a possibility of confiL.:- 
between line and staff personnel. The responsibility for operations lies with lint 
officers while staff officers only advise. The staff officers feel ignored at the hands of 
line officers. The line officers, on the other hand, complain of interference by star_ 
persons in the day-to-day working. The conflict between line and staff officiate 
adversely affects the work in the organisation. 

2. Lack of Responsibility. There is a lack of responsibility for staff officials They are 
not accountable for the actual results of operations. This may tempt them to give rash 
or theoretical advice. They may also be casual in their approach because the whole 
blame for non-performance lies with line. 

3. More Dependence on Staff. The line officers become habituated for advice on sta:: 
They refer everything to staff for advice. Over- dependence on staff will make lire 
officers less creative. They will not give much thought to any activity since advi  
will be available from staff. 

Difference between Line Organisation and Functional Organisation 

Line Organisation Functional Organisation 
1.  Doing of actual work, both physical and Perform only specialised functions, advisory 

mental. nature. 
2.  Centralised authority. Decentralised authority. 
3.  One supervisor—one subordinate. Several advisors to one subordinate. 
4.  Responsibility is always fixed. No fixed responsibility. 
5.  Less expensive. More expensive. 
6.  Suitable for small business. Suitable for big business. 
7.  More flexible. Less flexible. 
8.  Have authority of command that flows 

downwards. 
Have authority of ideas and knowledge. 
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Lack of Co-ordination. There will be a lack of co-ordination between line and staff. 
7:-te staff advice may be confused with line orders. The staff officers may also not be 

ar about their exact role. They may try to dominate the implementation part of 
their advice. Overlapping of functions will create confusion and disorder among 
employees. 

Ineffective Staff. The staff officers do not wield any power in the organisation. 
Without power they will not get prestige in the organisation. They will feel 
linimportant and the quality of advice will also be adversely affected. 

Expensive. This type of organisation is very expensive because a large number of 
specialists are appointed. The persons being experts in their fields, they demand 
higher emoluments. Small and medium concerns cannot afford line and staff 
organisation because of its expensive nature. 

fference between Line and Staff 
. Staff thinks, lines do. 

Staff advises, lines perform. 

3. Staff tells the line what to do, lines tell staff where to go. 

4. Staff has the authority of line, lines have the authority to command. 

5. Staff has no fixed responsibility, lines have fixed responsibility. 

6. Staff has no authority over the line and has only power to recommend. Line is 
responsible for actual execution of work. 

,  COMMITTEE FORM OF ORGANISATION 
A number of persons may come together to take a decision, decide a course of action, 

Ilse line officers on some matters, it is a committee form of organisation. It is a method of 
lective thinking, corporate judgement and common decision. A committee may be 
igned some managerial functions or some advisory or exploratory service may be expected 
m  it. A committee is not a separated type of organisation as such. But it is a method of 
aching persons or groups to line departments for advice and guidance in business planning 

execution. A group of competent and interested persons pool their thoughts for 
ilitating decision making process. 

Sometimes there is a need to get opinion of other persons for taking important decisions. 
e  thinking of varied persons is pooled together through deliberations and discussions and 
ninon decisions are reached. Because of collective information and analysis, committees 

more likely to come up with solutions to complex problems. With the growth of 
;anisations the need for committee is more. 

!vantages of Committee form of organisation 
The committee form of organisation has the following advantages: 

1. Pooling of Opinions. The members of committees come from different background 
and areas of expertise and have different view points and values. When persons with 
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varied abilities sit together and discuss a problem, various aspects of the case 
highlighted and pros and cons are assessed. The pooled opinion will help in 
realistic view of the problem. 

2. Better Co-ordination. Committee form of organisation brings more co-ord.  
among different segments of the organisation when representatives of diff 
departments sit together, they understand and appreciate the difficulties faced 
others. This type of frank discussions help on fixing the targets of diff 
departments and better co-ordination is achieved through this type of d 
making. 

3. Balancing of Views. This type of organisation helps in balancing the 
expressed by different persons. There is a tendency to over emphasise the aspects 
one's own department by ignoring the inter dependent character of proble 
different departments. A committee helps to bring out an agreed view of the p 
by taking into account divergent views expressed in such meetings. 

4. Motivation. The committees consist of managers as well as subordinates. The NI 

of subordinates are given recognition and importance. It gives them encourag 
and makes them feel as an integral part of decision making process. Such commi 
boost the morale of subordinates and motivate them to improve their performance 

5. Dispersion of Power. The concentration of power in few persons may lead to 
of authority and wrong decisions. By spreading powers among committee me 
this problem can be solved. 

6. Better Acceptance of Decisions. The decisions taken by committees are 
accepted by subordinates. The decisions of an individual may be autocratic wh 
committees decide iii wider perspective of organisation. Since various shades 
people are represented in committees, these decisions are better accepted. 

7. Better Communication. It is a better form for discussing matters of mutual in 
and reaching certain conclusions. These decisions can be properly communicated 
subordinates through committee members. The members will transmit correct 
authentic information and also convey the background of taking those decisions. 

8. Executive Training. Committees provide a good forum for training executives. 
learn the value of interaction, group dynamics and human relations. They are ex 
to various view points and learn the art of reaching decisions and solvi 
organisational problems. 

Disadvantages of Committee Form of Organisation 
This form of organisation suffers from the following weaknesses : 

1. Delay. The main drawback of committee form of organisation is delay in takin 
decisions. A number of persons express their view points in meetings and a lot 
time is taken on reaching a decision. The fixing of committee meetings is also 
consuming. An agenda is issued and a convenient date is fixed for the meeting. 
decision making process is very slow and many business opportunities may be 
due to delayed decisions. 
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Compromise. Generally, efforts are made to reach consensus decisions. The view 
pint of the majority is taken as a unanimous decision of the committee. The thinking 
of the minority may be valid but it may not be pursued for being singled out. They 
mal. accept less than an optimal solution because of a fear that if their solution proves 
wrong then they will be blamed for it. 

do Accountability. No individual accountability can be fixed if these decisions are 
bad. Every member of the committee tries to defend himself by saying that he 
suggested a different solution. If accountability is not fixed then it is the weakness of 
the organisation. 

Domination by some members. Some members try to dominate in the committee 
meetings. They try to thrust their view point on others. The aggressiveness of some 
members helps them to take majority with them and minority view is ignored. This 

pe of decision making is not in the interest of the organisation. 

Strained Relations. Sometimes relations among committee members or with others 
become strained. If some members take divergent stands on certain issues, some may 
feel offended. In case some issue concerning other persons is discussed in a 
committee and members taking stand not liked by those persons may offend them. 
The discussions in the meetings are generally leaked to other employees. Some 
unpleasant decisions may not be liked by those who are adversely affected. It affects 
relations of employees not only on the job but at personal level also. 

Lack of Effectiveness. The role of committees is not effective in all areas. The 
committees may be useful where grievance redressal or inter personal departmental 
matters are concerned. Committees may not be effective where policies are to be 
framed and quick decisions are required. Individual initiative will be more effective 
in these cases. So committees have a limited role to play. 

MATRIX DESIGN 
A very popular organisational design is the MATRIX DESIGN. This design combines 

o forms of departmentalisation : Functional and product. The matrix design attempts 
gain the strengths of both these forms of departmentalisation while avoiding the, 
aknesses. 

The most important characteristic of the matrix design is that it directly violates classical 
inciples, such as unity of command. Employees in the matrix have two bosses-their 
nctional departmental managers and their product managers. Therefore, this design has a 
al chain of. command. The following figure shows a very simplified matrix organisation. 
;re the functional departmental heads have line authority over the specialists in their 
partments (vertical, structure). The functional specialists are then assigned to different 
Dduct lines (horizontal structure), 

From he figure it is clear that all the employees arc subject to dual chain of command 
iey are accountable to their functional head as well as the product line manager, For 
ample, the engineering group will be answerable to the senior executive in engineering as 
;11 as product line manager. 
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Advantages. The main advantages of the matrix design are : 

1. The matrix design facilitates coordination when the organisation has a multiplicity 
complex and independent activities. 

2. The direct and frequent contact between different experts in the matrix can pros 
for better communication and more flexibility. Information quickly reaches th 
people who need to take account of it. 
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A Matrix Design 

3. The matrix reduces the drawbacks of bureaucratic design. The dual lines of authori 
reduces the tendency of departmental heads to put their departmental goals fir 
before the organisational goals. 

4. The matrix facilitates the efficient allocation of specialists. When individuals who a 
specialists in particular areas are lodged in one functional department or produ 
group, their talents are monopolised and underutilised. The matrix achieves tl 
economies of scale by providing the organisation with both the best resources and 
effective way of ensuring their efficient placement. 

Disadvantages. The major disadvantage of the matrix design are : 

(i) The matrix design creates confusion in the organisation. When there is dual chain 
command, ambiguity increases and ambiguity leads to conflict, 

(ii) The matrix has the propensity to foster power straggles. In Bureaucracy the rules 
the game are defined which reduces the potential for power grabs. But when the 
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formal rules are not there, power struggles result between the functional and product 
managers. 

(iii) This design.can put a lot of pressure and stress on the individual employees. Dual 
unity of command introduces role conflict and unclear expectations introduce role 
ambiguity. In Bureaucracy there is predictability of behaviour which is absent in this 
design. This absence of predictability leads to insecurity and stress in the employees. 

Many contemporary organisations that are facing tremendous structural and technical 
nplexity have no choice bus to move to a matrix arrangement. 

. HORIZONTAL ORGANISATIONAL DESIGN 
The horizontal organisational design has been suggested to take advantage of advanced 

formation technology and total quality emphasis. The horizontal structure facilitates 
)Operation, team work and a customer orientation rather than functional orientation. Frank 
istroff and Douglas Smith are given credit for developing some of the following guiding 
rinciples that define horizontal organisational design. 

(i) Organisation Revolves Around the Process, Not the Task : Instead of creating a 
structure around the traditional functions, the organisation is built around its three to 
five core processes. Each process has an 'owner' and specif. performance goals. 

(ii) The Hierarchy is Flattened. To reduce levels of supervision, fragment tasks are 
combined, work that fails to add value is eliminated and activities within each 
process are cut to the minimum. 

(iii) Teams are Used to Manage Everything. Self managed teams are the building 
blocks of the organisation. The teams have a common purpose and are held 
accountable for measuring performance goals. 

(iv) Customers Drive Performance. Customer satisfaction, not profits or stock 
appreciation, is the primary drive and measure of performance. 

(v) Team Performance is Rewarded. The reward systems are geared 1 towards team 
results, not just individual performance. Employees are rewarded I for multiple skill 
development rather than just specialised expertise. 

(vi) Supplier and Customer Contact is Maximised. Employees are brought I into 
direct, regular contact with suppliers and customers. Where relevant, supplier I and 
customer representatives may be brought in as full working members of in I house 
teams. 

(vii) All Employees Need to be Fully Informed and Trained. Employees 1 should be 
provided all data, not just some information on a "need to know" I basis. However, 
they also need to be trained how to analyse and use the data to 1 make effective 
decisions. 

The horizontal structural design is being used in an increasing number of organisations. 
is is entirely a {new way of designing the organisations and may eventually replace the 
ditional structures. 
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G. NETWORK DESIGN 
Network design is a newly emerging organisational design which totally abandon,  

classical, hierarchical, and functional structure of organisations. This design also goes be 
the horizontal structures. The need for this design . arose due to the recent technologic__ 
developments in the business environment. 

Miles and Snow have identified this design as the "dynamic network.-  They describe 
network design as "Delayered, highly flexible and controlled by market mechanisms rat r.- 
than administrative procedures, firms with this structure arrayed themselves on an indus:---
value chain according to their core competencies, obtaining complementary resour:. 
through strategic alliances and outsourcing." 

Tapscott and Caston not that such network organisations are "based on I cooperat: 
multi-disciplinaryi teams and business networked together across the enterprise. Rather than 
rigid structure, it is a modular organisational architecture in which business teams operate _ 
a network of what we call client and server functions." 

Unlike the traditional organisations, which were the old inflexible hierarchical pyra 
network organisations are a flexible, spherical structure that can rotate, competent, self 
managing teams and other resources around common knowledge base. These teams, capabk 
of quick action on the firm's behalf both externally and internally, provide a distinct 
competitive advantage. Both these designs are shown in the following figure : 

The Hierarchical Design The Network Design 

Miles and his colleagues have recently identified three types of radical redesign o; 
today's organisations : 

(i) Green Field Redesign. This design implies starting from just a clean slate or from 
just a piece of green field, breaking completely from the classical structure and 
establishing a totally different design. 

(ii) Rediscovery Redesign. In this design, already established companies return to a 
previously successful design by eliminating unproductive structural additions and 
modifications. 
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The network organisation described above is very close to a new concept known as "The 
mai organisation." The virtual organisation is a temporary network of companies that come 
tether quickly to exploit fast changing opportunities. The virtual organisation is different 
x traditional mergers and acquisitions. In virtual organisation the partners share costs, 
.111,  and access to international markets. Each partner contributes to the virtual organisation 
n: it is best at its core capabilities. The key features of virtual organisation are : 

(i) Technology. The virtual organisations are based on electronic contracts to keep the 
layers away and speed the linkups. The informational networks will help far away 
companies and entrepreneurs to link up and work together from start to finish. 

(ii) Opportunism. The partnerships will be less permanent, less formal and more 
opportunistic. Companies will band together to meet all specific market 

k opportunities and more often, fall apart once the need evaporates. 

(iii) No Borders. This new model of organisational design redefines the traditional 
boundaries of the company. There is a lot of cooperation among competitors, 
suppliers and customers. It becomes very hard to determine where one company 
ends and another begins. 

(iv) Trust. In this design, the fate of each partner is dependent on the oth,T. These 
relationships make companies far more reliant on each other and require far more 
trust than ever before. 

(v) Excellence. This design creates a "best of everything" organisation because each 
partner brings its core competence to the effort. Every function and process would 
be world class. Something that no single company could achieve. 

Since this organisational design represent a radially different way to structure firms, there 
e  many challenges ahead, especially on the human side of this new structural form. 

FREE FORM ORGANISATION 
The free form model is based on the assumption that the organisation is an open system 

id the basic task of the manager is to facilitate change in the organisation. 

According to Warren G. Bennis "Free form organisation is a rapidly changing, 
laptive, temporary system organised around problems to be solved by groups of relative 
rangers with diverse professional skills," 

ILIRTUAL ORGANISATION 

Network Design. In the network design, the firm concentrates on where it can add 
the greatest value in the chain and it outsources to upstream and/or down stream 
partners who can do a better job. This network of the firm and its upstream and 
down stream partners can be optimally effective and flexible. Another network 
approach is to require internal units of the firm to interact at market prices, buy and 
sell to each other at prices equal to those that can be obtained by outsourcing 
partners. 
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Free form designs go beyond traditional bureaucratic models of organisation to = -
innovative solutions to unique problems by engaging experts from various areas. The r _ 
features of a free form design is that the organisation is so radically moulded that it 
beyond its established structure to meet the challenges of environment. The managemest 
draws experts from various fields to form teams to attain specific objectives. They are high} 
result oriented and their success is usually measured in terms of the contributions they make. 

A free form organisation may ;take up any problem which the prospective client nia,14 
bring to it. It may not necessarily be connected with the company's present line of service cr 
production. The problem will be screened by an expert committee to see whether it can be 
taken up, it may be handed over to a person, known as the case leader, who has the experth.e. 
to solve the problem, by assembling a term of experts. The experts then pool their knowledge 
to solve the problem. The choice of experts will be determined by the nature of problem at 
hand. Free form designs are suitable only under special circumstances. They have been found 
extremely useful for organisations faced with uncertain technology, operating under dynamic 
environment and catering to new customers. 

It is significant to note that free form designs can't be fitted into our conceptualisation of 
organisational designs. Free form designs are being experimented because of tremendou 
advances in technology and specialisation of knowledge and skills. 

All the above mentioned designs range between highly structured and standardised 
bureaucracy to the loose and amorphous horizontal organisation. In addition to all the above 
mentioned designs, there are two extreme models of organisational design as discussed 
below : 

1. Mechanistic Model. Mechanistic model is one extreme in which were is extensive 
departmentalisation, high foroialisation, a limited information network (mostly 
downward communication) and little participation by low level members in decision 
making. This model is synonymous with bureaucracy. 

This model is shown in the following figure : 
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Organic Model. The organic model is 
.f.r extreme. This model looks a lot 

the horizontal organisation. It is flat, 
• 

 
:rocs hierarchical and cross functional 

has low formalisation, possesses a 
oomprehensive information network (using 
lateral, upward as well as downward 
communication) and it involves high 
participation in decision making. This 
model is depicted in the figure shown along. 

The above discussion proves that modern 
organisational designs are a marked 
departure from the classical models, but 
these are becoming increasingly used to 
meet the challenges of today's environment. 

The Organic Model 

ECENT TRENDS IN ORGANISATION STRUCTURE 
rganisation structures ii.ave been changing with the need and requirements of the firms. The 
sintegeration of Soviet Union and opening up of global markets have created new demands 
T  organisations. The globalisation of economy has created new oppOrtunity for large and 
nail organisations. The organistions can gain only if they mould or adjust as per the new 
quirements. Some of the important changes recently noticed are : 

elling Products and Services Around the World 

With the opening up of economices to international trade, there are opportunities to enter 
;w markets. Selling products to international markets poses new challenges for 
ganisations which are structured primarily for domestic sales. In order to compete 

[ccessfully in global markets, companies have discovered that paying attention to local 
istoms and cultures is important. This will require the association of persons from host 
)untries. This will necessitate the creation of some type of organisational structure in the 
)untries while activities are to be extended. Some multinationals have extended their 
tivities from only selling to manufacturing also. The South Korean and Japanese 
ultinationals which were first selling their products like cars, televisions, fridges, washing 
achines, air are conditioners etc. in India have now started producing these products, partly 
fully, in this country. Under such situations the organisational structure will require some 

ranges to cope with the new opportunities. 

The global sales and service functions require integration of company knowledge and 
formation on a global scale. The telecommunication links have enabled firms to maintain 
Ott controls of costs and provide a high level of service to customers. 
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Outsourcing Operations Around the World 
Many companies have started taking advantage of production operations all o.. 

world. The manufacturing and retailing companies try to achieve cost savings 
outsourcing some of their activities. Outsouricng allows companies to focus ()- 
competencies, and takes of strategic partnerships with other firms whose competen,_ _ 
complementary or synergistic. For example, outsourcing has allowed Nike to focus on 
and marketing, leaving manufacturing to other companies that specialise in that 
business. 

QUESTIONS 
A. SHORT ANSWER QUESTIONS 

1. Define organisation. 
2. State any three characteristics of organisation. 
3. State any two limitations of informal organisation. 
4. Describe the characteristics of line organisation. 
5. State the features of functional organisation. 
6. State any two reasons for the conflict between line and staff organisation. 
7. Describe committee form of organisation. 

B. LONG ANSWER QUESTIONS 
1. Discuss the nature and importance of organisation. 
2. Discuss various principles of organisation. 
3. What are the advantages of organisation ? 
4. Discuss the advantages and disadvantages of informal organisation. 
5. What are the advantages and disadvantages of line organisation ? 
6. What is meant by functional organisation ? How is it different from line organisation ? 
7. What is line and staff organisation ? State various advantages of this organisation. 
8. What is committee form of organisation ? Which type of committees can be formed ? 
9. Describe the advantages and disadvantages of committee form of organisation. 

• <,>• 



Span of Management 
I  
ITRODUCTION 
eery person has a limited capacity to effectively supervise and control other people. No one 
to control an infinite number of subordinates. If a person is asked to supervise many 
tbordinates working under him, he cannot supervise them efficiently. The capacity and 
)ility of a person to supervise a large number of subordinates working under him is limited 

account of time at his disposal, knowledge, energy, his personality, interest and other 
ipabilities. Therefore, the number of subordinates working under him must be manageable 
td the management must create departments or distinct activity groups each of which has a 
anager in charge. It has been rightly said, "While the reason for organising is to make co-
aeration effective, we find the cause of levels of organisation in the limitations of the span 
management." 

WANING 
ie term 'span' literally means the space between two supports of a structure, e.g., the space 
t\‘ een two pillars of a bridge. The space between the two pillars should neither be too large 
r too small. If it is too large, the bridge may collapse; and if it too small, it will enhance its 
st. 

When applied to management, 'span' refers to the number of subordinates a manager or 
pervisor can supervise, manage or control effectively and efficiently. Obviously, if the 
[Daher of subordinates placed under one manager is too large, it will become difficult to 
fectively control them and the desired results cannot be achieved. On the other hand, if the 
imber is too small, the time, energy and abilities of the supervisor are not utilised fully and 
e task may not be accomplished. Span of supervision, therefore, refers to the optimum 
ember of subordinates that a manager or supervisor can manage or control effectively. In the 
ords of Spriq I, "Span of control means the number of people reporting directly to an 
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atraiorit;" The principle of span of control implies that no single executive should ha' 
more people looking to him for guidance and leadership than he can reasonably  
expected to serve." 

The span of supervision is also known as span of control, span of management, spar i 
responsibility, span of authority and span of direction. 

DETERMINING' IHE PROPER SPAN 
Very often the question is asked as to how many subordinates a supervisor can ma  
effectively. There cannot be a definite answer to this question because the ideal number 
be different under different situations depending upon the time, knowledge, energy 
abilities of the supervisor. However, this question has been attempted by various manage 
experts and even they are not unanimous over this point. 

The idea of limited span developed from experience. Although the concept of span I 
control was discussed by Henri Fayol, but Sir lan Hamilton is usually given credit la 
developing this concept. Sir lan Hamilton was in favour of a narrow span consisting of a 
more than six subordinates working under a manager to get the work accomplished. 

V.A. Graicunos published a famous paper in 1933. He analysed subordinate-superi 
relationship in terms of a mathematical formula. The formula was based on the theory that d 
complexities of management increase geometrically as the number of subordinates increas4 
arthmetically. Graicunos identified three types of subordinate-superior relationship : 

1. Direct Single Relationship arising from the direct and individual interaction of ti 
superior with his subordinate. Thus, if a supervisor has four subordinates, the 
would be four direct single relationships. 

2. Direct Group Relationships arising between the superior and the subordinate in 
possible combinations, such as A to B with C, and A to C with B. 

3. Cross Relationships arising from mutual relationships among subordinates f 
working under the same superior. 

Graicunos has given the following formula to ascertain the number of subordinat 
superior relationships : 

/ 2n 

Number of Relationships = 2 — + n —1 

Where, n stands for number of subordinates 

Hence, if number of subordinates working under a supervisor is 4, the number 
relationships he develops are 44 as calculated below : 

2n 
/
2

4 
No. of Relationships = +n-1 = n —+ 4 —1) = 44. 

2 2 

Similarly, if the number of subordinates is increased by one, i.e., if it is 5, the 
relationships would increase to 100 and with 8 subordinates,The number would be as large as 
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0. This approach of Graicunos suffers from many shortcomings such as ignoring the 
lortance of rc'.ationships, their frequency and the factors which influence the span. 

Graicunos was of the opinion that a person can manage 222 relationships arising out of 6 
ordinates. L. Urwick, a prominent British Consultant, however, found that the ideal 
Liner of subordinates for all superior authorities to be 4 and at the lowest level of 
anisation the number may be 8 to 12. In the opinion of Earnest Dale, span at the top level 
nanagement should be 8 or 9, in case of smaller concerns it can be 6 or 7. He, however, 
nted out that the number will be different at different levies of management. According to 
'ley, the span at higher level should not be more than 5 subordinates and at lower levels it 
be 7 or 8. J.C. Worthy suggested a span as higher as 20 to 30 subordinates. 

Thus, it is very clear that there is no hard and fast rule as regard to span of control 
ruse there are many factors that infliienc e span.  

ACTORS FLU ".N' NG TRE 5PAN. Of MANAr 

mere are a number of factors that influence or determine the span of supervision in a 

Irticular organisation, the most important of these are as follows : 

1. The capacity and ability of the executive. The characteristics and abilities such as 
leadership, administrative capabilities, ability to communicate, to judge, to listen, to 
guide and inspire, physical vigour, etc. differ from person to person. A person having 
better abilities can manage effectively a large number of subordinates as compared to 
the one who has lesser capabilities. 

2. Competence and training of subordinates. Subordinates who are skilled, efficient, 
knowledgeable, trained and competent require less supervision, and therefore, the 
supervisor may have a wider span'in such cases as compared to inexperienced and 
untrained subordinates who require greater supervision. 

3. Nature of Work. Nature and importance of work to be supervised is another factor 
that influences the span of supervision. The work involving routine, repetitive, 
unskilled and standardised operations will not call much attention and time on the 
part of the supervisor. As such, the supervisors at the lower levels of organisation can 
supervise the work of a large number of subordinates. On the other hand, at higher 
levels of management, the work involves complex and a variety of jobs and as such 
the number of subordinates that can be effectively managed should be limited to a 
lesser number. 

4. Time available for supervision. The capacity of a person to supervise and control a 
large number of persons is also limited on account of time available at his disposal 
to supervise them. The span of control would be generally narrow at the higher 
levels of management because top managers have to spend their major time 
on planning, organising, directing and controlling and the time available at their 
disposal for supervision will be lesser. At lower levels of management, this span 
would obiviously be wide because they have to devote lesser time on such other 
activities. 
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5. Degree of Decentralisation and Extent of Delegation. If a manager cl 
delegates authority to undertake a well-defined task, a well trained subordinate can 
it with a minimum of supervisor's time and attention. As such, the span could 
wide. On the contrary, "if the subordinate's task is not one he can do, or if it is 
clearly defined, or if he does not have the authority to undertake it effectively, he 
either fail to perform it or take a disproportionate amount of the manager's time 
supervising and guiding his efforts." 

6. Effectiveness of communication system. The span of supervision is also influencr. _ 
by the effectiveness of the communication system in the organisation. Faulty 
communication puts a heavy burden on manager's time and reduces the span of 
control. On the other hand, if the system of communication is effective, larg 
number of managerial levels will be perferred as the information can be transmit._ 
easily. Further, a wide span is possible if a manager can communicate effectively. 

7. Quality of Planning. If plans and policies are clear and easily understandable, the 
task of supervision becomes easier and the span of management can be wider_ 
Effective planning helps to reduce frequent calls on the superior for explanation_ 
instructions and guidance and thereby saves in time available at the disposal of the 
supervisor enabling him to have a wider span. Ineffective plans, on the other hand. 
impose limits on the span of management. 

8. Degree of Physical Dispersion. If all persons to be supervised are located at the 
same place and within the direct supervision of the manager, he can supervise 
relatively more people as compared to the one who has to supervise people located at 
different places. 

9. Assistance of Experts. The span of supervision may be wide where the services of 
experts are available to the subordinate' on various aspects of work. In case such 
services are not provided in the organisation, the supervisor has to spend a lot of time 
in providing assistance to the workers himself and as such the span of control would 
be narrow. 

10. Control Mechanism. The control procedures followed in an organisation also 
influence the span of control. The use of objective standards enable a supervisor 
`management by exception' by providing quick information of deviations or 
variances. Control through personal supervision favours narrow span while control 
through objective standards and reports favour wider span. 

11. Dynamism or Rate of Change. Certain enterprises change much more rapidly than 
others. This rate of change determines the stability of policies and practices of an 
organisation. The span of control tends to be narrow where the policies and practices 
do not remain stable. 

12. Need for Balance. According to Koontz and O'Donnel, "There is a limit in each 
managerial position to the number of persons an individual can effectively manage, 
but the exact number in each case will vary in accordance with the effect of 
underlying variable and their impact on the time requirements of effective 
managing." 
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TYPE OF SPAN OF MANAGEMENT 
Broadly speaking, there are two types of span of supervision: (1) Wider span of supervis" 
and (2) Narrow span of supervision. 

1. Wider Span of Supervision. Wider span of supervision also known as 
organisation implies few levels of supervision. In this type of span, the supery 
controls and guides the activities of subordinates directly under his control. Wi 
span of s.4)ervision is favoured where workers are competent and trained, the con 
mechanism through standards is followed and the total number of workers is not very 
large. It reduces the cost of supervision. 

2. Narrow Span of Supervision. Narrow span of supervision implies tall or vertical 
organisation. Under this type of supervision, there are many levels and mow 
supervisors are required to perform the job of guidance and control for different 
activities. It increases the efficiency of supervision but the cost of supervision is verse 
high as compared to wider span of supervision. This type of supervision is favoured 
at higher levels of management where all the other activities of planning, organising.. 
directing and controlling are also to be peifo—iexl. But more the levels of supervision, 
more difficult is the task of co-ordinating the activities of various groups of people. 

()UEST1ONS 
A. SHORT ANSWER QUESTIONS 

1. Define span of control. 
2. What is meant by wider span of supervision ? 
3. State three factors which influence span of control. 

B. LONG ANSWER QUESTIONS 
1. Describe the meaning of span of control. Which factors determine the span of control? 
2. Discuss the factors which affect the span of control. 
3. Discuss various types of span of control. 

♦ Q♦ 
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Delegation and Decentralisation 
of Authority 

1UTHORITY : MEANING 
Management assigns tasks to different persons in the organisation. In order to complete 

le tasks the persons need authority to direct their subordinates for undertaking the work. 
kuthority is the degree of discretion conferred on people to make it possible for them to use 
leir judgment. When the organisation expands then more and more people will be assigned 
le duty to get the things done. The authority will be delegated to lower levels in order to 
icilitate the completion of assigned tasks. Authority is the essential element of management. 
tanagers will have to be given authority for undertaking responsibilities. 

)efinitions 
Simon, "Authority may he defined as the power to make decisions which guide the 

:tions of others." 

Henry Faoyl, "Authority is the right to give orders and the power to extract obedience". 

Franklin Moore, "Authority is the right to decide, the power of act, to carry out 

:HARACTERISTICS OF AUTHORITY 
Following are the main characteristics of authority : 

1. Existence of Right. There is an existence of right in authority. The right to get things 
done is given by the superior to the subordinate. 

2. Authority not Unlimited. Authority is never unlimited. The person is required to use 
authority as per rules, regulations and norms of the organisation. 
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3. Authority Influences Behaviour. Authority influences the behavior of subordim  
A superior can direct the subordinates to do the things as instructed by him. 

4. Key to Managerial Job. Authority is the key to managerial job. It gives po 
managers for getting things done. Authority also helps in co-ordination of van  

activities. 

5. Objectivity of Authority. Authority is always objective but its existence is al' 
subjective. The personality traits of a manager who exercises authority influencesi 
existence. 

6. Authority can be Delegated. A manager may delegate his authority to a subor 
instead of exercising himself. 

A number of theories exist about the sources of authority. Some persons are of the view thall 
flows from upward to downward subordinates, others feel that it goes from bottom to upwa 
because of its acceptance by those on whom it is to be used, the theories of authority 

disussed as follows: 

1. Legal/Formal Authority. According to this theory authority is based upon the rank i 
position of the person and this authority may be given by law or by social rules at 
regulations protected by law. A law may grant authority to a policeman to arrest a persc 
committing a crime. The president of a company may take an action against an employee far 
not complying with rules because company rules has bestowed this authority in him. Th 
authority is called formal authority. This type of authority is embedded in the bureaucrat 
where authority is bestowed upon contractually hired and appointed officials. In a comp 
form of organisation shareholders appoint Board of Directors to exercise all authority. Ti 

Board to Directors delegates its powers to the Chief Executive who delegates it to 
managers and so on. 

While bureaucracy is the purest form of legal authority, other forms may comprise o: 
elected office bearers or office bearers appointed by the members. These persons follow 
authority since their roles are defined by the rules and regulations framed by such bodies. 

2. Traditional Authority. Traditional authority has evolved from a social order a: 

communal relationship in the fotin of ruling lord and obedient subjects. The obedience resu 
in traditional authority of the lord. The traditional chief rules as per his own pleasure a 
makes his own decisions. Generally, these decisions are based on considerations like ethr 
equity and justice. The authority passes from the father to the son. 

In a family system, father exercises traditional authority over members of the family. 
traditional authority is generally followed in Indian family system. It is the father who guioc 
the activities of the family and others obey out of respect and traditions. 

In traditional form of authority there is no formal law or structured discipline ai 
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blationships are governed by personal loyalty and faithfuh.Lss rather than compulsions of 

W

es and regulations or duties of the office. 

t 3. Acceptance Theory. The authority of the superior has no meaning unless it is accepted 

Iy the subordinates. Chester Bernard was of the view that it is the acceptance of authority 

plich is more important. If the subordinates do not accept the orders of a superior there will 
no use of exercising authority. Bernard maintains that a subordinate will accept an order 

(i) he understands it well. 

(i" he believes it to be consistent with the organisational goals. 

(iii) he believes it to be compatible with his personal interests as a whole. 

(iv) he is able mentally and physically to comply with it 

The subordinates may accept an order if they gain out of its acceptance or may lose out of 
non acceptance. According to Robert Tennebaum, "An individual will accept an exercise 
authority if the advantages occruing to him from accepting plus disadvantages occruing to 
[n from not accepting exceed the advantages accruing to him from not accepting plus the 
;advantages occruing to him from accepting and vice versa." It can be said that acceptance 
an order is the function of advantages from it. 

The acceptance theory, though supporting the behavioural approach to management, 
resents many problems in an oganisation. It undermines the role of a manager in the 
organisation. He may not be sure whether his orders will be accepted or not. He will know it 
only when his orders are actually executed. It means that orders flow from bottom to up. 

4. Competence Theory. There is also a feeling that authority is generated by personal 
competence of a person. A person may get his orders accepted not due to formal authority but 
because of his personal qualities. These qualities may be personal or technical. The advice of 
tome persons may be accepted even if they donot have a formal authority. They enjoy this 
authority by virtue of their intelligence, knowledge, skill and experience. When a doctor 
advises rest to a patient he accepts this advice because of Doctor's knowledge and not 
because of his formal authority or legal right. The patient will get relief only if he obeys the 
doctor. Similarly, we accept the diagnosis of a car mechanic without questioning it because of 
his competency for this work. So the knowledge or competency of a person gives him a status 
Where his authority is accepted by others. 

5. Charismatic Authority. The charismatic authority rests on the personal charisma of a 
leader who commands respect of his followers. The personal traits such as good looks, 
intelligence, integrity influence others and people follow the dictates of their leaders because 
of such traits. The followers become attached to the leader because they feel that he will help 
them in achieving their goals. The charismatic leaders are generally good orators and have 
hypnotic effect on their followers. The religious and political leaders come under this 
category. Ayatolla Khomani of Iran was an example of a religious leader on whose command 
people were ready to lay down their lives even John F. Keneddy of America was a political 
leader who could command respect of the people because of his charismatic personality. The 
chrismatic phenomena also extends to film actors, actresses and war heroes. Film actors and 
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actresses have been successful in raising huge funds for calamities etc. because of 
charismatic personalities. Even political parties associate actors and actresses in 
companies to collect crowds for their rallies. People follow some persons because of 
charismatic personalities and not because of any other factor. 

RESPONSIBILITY 
Responsibility is the obligation to do something. It is the duty that one has to perform 
organisational tasks, functions or assignments. Authority and responsibility go side by si 
When authority is delegated then some responsibility for getting the assigned task is 
fixed. One can delegate authority but not responsibility. In the works of Koontz 
O'Donnel, "Responsibilities may be defined as the obligation of a subordinate to whom 
duty has been assigned to perform the duty". George Terry defines it as, "Responsibility i 
the obligation to carry out assigned activities to the best of his abilities." 

Features of Responsibility 
1. Responsibility can be assigned to human beings only. 

2. It arises from superior-subordinate relationship. 

3. It arises from the duty assigned. It may be a continual obligation or restricted to the 
performance of a single task. For example, the responsibility of a consultant may be 
for the completion of his assignment whereas the responsibility of a salesman is of a 
continuing nature. 

4. The responsibility may be defined in terms of functions, targets or goals. For example 
the responsibility of a marketing manager may be in the from of a function and the 
responsibility of a salesman may be in terms of targets. 

5. The responsibility of a subordinate is an obligation to perform the assigned task. 

6. Responsibility cannot be delegated. A subordinate may perform the assigned duty 
himself or get it done from his subordinates, but he remains responsible for the work. 

7. Responsibility always flows upwards. A subordinate remains accountable to his 
superior. 

8. Responsibility arises out of the delegation of authority. When a person delegates 
authority to a subordinate then the later becomes responsibile to perform the assigned 
work. 

AUTHORITY AND RESPONSIBILITY 
Authority and responsibility should match each other. There should be appropriate author. I:  
for getting the things done. For example, when a forman is assigned the responsibility 
producing a particular quantity, he should have the authority to hire required personnel a-  _ 
take disciplinary actions if they donot perform as required. However, any imbalance betwe: -
authority and responsibility will be dangerous. More authority than the responsibility may 
misused and inadequate authority will not help in getting the assigned task performed. 
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Difference between Authority and Responsibility 

Basis 

• C egation 

It normally arises either from legal 
provisions & formal contract 

Can be delegated from a superior to 
a subordinate 

It may continue for a long period  

It is the obligation of a subordinate to 
perform an assigned task. 

It arises from superior subordinate 
relationship 

It cannot be delegated 

It is over when the assigned task is 
completed 

Responsibility 

CCOUNTABILITY 

..._  Intability is the obligation of an individual to formally report to his superior about the 

l he has done to discharge his responsibility. When a subordinate reports about his 
rmance, success or failure, to his superior he discharges his accountability. So 

pccountability is related to assigned work and reporting of its performance. Louis Allen 
'dined accountability, "as the obligation to carry out responsibility and exercise authority in Irrms of performance standards established". In the words of Mc Farland, "Accountability 

to the fact that each performer who is given authority and responsibility must recognise 
the executive above him will judge the quality of his performance." Responsibility and 
untability go hand in hand, the later arises out of the former. 

re of Accountability 
1. Cannot be Delegated. Accountability cannot be delegated to anybody else even 

though the work may be done by a subordinate. A person remains accountable to his 
superior for the work given to him. 

2. Always Upward. Authority always goes downwards and accountability goes 
upwards. A subordinate remains accountable to the boss above him. 

3. Unitary. Accountability is always unit:1y. A subordinate should be accountable to 
only one boss. In case he is made accol ntable to more than one boss there will be a 
confusion and friction. Different bos ses may give their own orders and expect 
different performances. So it is essenth t that a subordinate is accountable to only one 
boss. 

4. Accountability Standards. The respc isibility and accountability should be precisely 
fixed so as to see whether the assign ad task is completed or not. There should be 
specific standards for judging the acc( untability. 

DEL aGATION OF AUTHORITY 

Dale ttion is an administrative process of getting things done by others by giving them 
sponsibility.  .  All important decisions are laken at top level by Board of Directors. The 
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execution is entrusted to Chief Executive. The Chief Executive assigns uk. 
departmental managers who in turn delegate the authority to their subordinate_ 
superior delegates the authority to subordinates for getting a particular work doer 
process goes to the level where actual work is executed. The person who is made respou  
for a particular work is given the requisite authority for getting it done. 

There is a limit uptO which a person can supervise the subordinates. When the numbc—
subordinates increases beyond it then he will have to delegate his powers to others 
perform supervision for him. A manager is not judged by the work he actually performs 
his own but the work he gets done through others. He assigns duties and authority to 
subordinates and ensures the achievement of desired organisational goals. 

Definitions 

Allen, "The entrustment of a part of the work, or responsibility and authority to an ,  
and the creation of accountability for performance." 

O.S. Hiner, "Delegation takes place when one person gives another the right to pertti  
work on his behalf and in his name, and the second person accepts a corresponding duty 
Obligation to do what is required of him." 

Douglas C. Basil, "Delegation refers to a manager's ability to share his burden v. 
others. It consists of granting authority or the right to decision-making in certain der 
areas and charging subordinates with responsibility for carrying through an assigned task." 

UlARACTRISTICS OF D'LLGATiONi 
Delegation is the assignment of authority to subordinates in a defined area and maki- :-

them responsible for the results. Delegation has the following characteristics: 

1. Delegation of Power. Delegation takes place when a manager grants some of 
powers to subordinates. 

2. Authority is Delegated. Delegation occurs only when the person delegating 
authority himself has that authority i.e. a manager must possess what he wants 
delegate. 

3. Delegator can change Authority. A manager delegating authority can redu 
enhance or take it back. He exercises full control over the activities of t 
subordinates even after delegation. 

4. Responsibility not Delegated. It is only the authority which is delegated and not 
responsibility. A manager cannot abdicate responsibility by delegating authority 
subordinates. 

5. Entire Authority cannot be Delegated. A manager cannot delegate entire autho 
to his subordinates, in that case he will pass on his position to the subordinates. 

6. Delegation does not Reduce Authority. Delegation does not imply reduction 
authority of the delegator. A superior retains authority even after delegatio 
Authority can be enhanced, reduced or modified at the will of the delegator. 
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1ENTS OF DELEGATION 
involves following three elements : 

tssignment of Responsibility. The first step in delegation is the assignment of work 
or duty to the subordinate i.e. delegation of authority. The superior asks his 
subordinate to perform a particular task in a given period of time. It is the description 
of the role assigned to the subordinate. Duties in terms of functions or tasks to be 
performed constitute the basis of delegation process. 

Grant of Authority. The grant of authority is the seconu :dement of delegation. The 
delegator grants authority to the subordinates so that the assigned task is 
accomplished. The delegation of responsibility with authority is meaningless. The 
subordinate can only accomplish the work when he has the authority required for 
completing that task. Authority is derived from responsibility. It is the power, to 
order or command, delegated from superior, to enable the subordinate to discharge 
his responsibility. The superior may transfer it to enable the subordinate to complete 
his assigned work properly. There should be a balance between authority and 
responsibility. The superior should delegate sufficient authority to do the assigned 
work. 

Creation of Accountability. Accountability is the obligation of a subordinate to 
perform the duties assigned to him. The delegation creates an obligation on the 
subordinate to accomplish the task assigned to him by the superior. When a work is 
assigned and authority is delegated then the accountability is the by-product of this 
process. The authority is transferred so that a particular work is completed as desired. 
This means that delegator has to ensure the completion of assigned work. Authority 
flows downward whereas accountability flows upward. The downward flow of 
authority and upward flow of accountability must have parity at each position of 
management hierarchy. The subordinate should be made accountable to only one 
superior. Single accountability improves work and discipline. 

PRINCIPLF; OF DELLGATION 
following are the principles of delegation : 

1. Principle of Functional Definition. The related or similar activities should be 
grouped togther according to enterprise function. When the definition of a position is 
clear then delegation of authority becomes simple. In the words of Koontz and 
O'Donnell "the more a position or a department has clear definitions or results 
expected, activities to be undertaken, organisation authority delegated and authority 
and informational relationships with other positions understood, the more adequately 
the individuals responsible can contribute toward accomplishing enterprise 
objectives." 

It is very difficult to define a job and the authority required to accomplish it. If the 
superior is not clear about the results expected then it becomes all the more difficult. 
It should be clear who should do what so that right amount of authority is delegated. 
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Dual subordination results in conflicts, division of loyalty and lack of per' 
responsibility for results. 

2. Principle of Unity of Command. The basic management principle is that of units  
command. This principle states that a subordinate should report only to • - 
superior. This will give a sense of personal responsibility. Although it is possit,  
"a subordinate to receive orders from more superiors and report to them but it c--
more problems and difficulties. An obligation is essentially personal and aut 
delegation by more than one person to an individual is likely to result in confli, 
both authority and responsibility. This principle is also useful in the classification 
authority-responsibility relationships. 

3. Principle of Delegation by Results Expected. The delegation of authority shook 
based on the basis of results expected. The authority should be sufficient to achie 
the desired results. If the authority is insufficient then results will not be achieved.  
there should be a balance between the results expected and the authority required. 

4. Principle of Absoluteness of Responsibility. The responsibility of a subordina---

once he has accepted the work, is absolute to his superior. The responsibility of 
superior does not decrease once he has delegated authority. A person can deleg_ 
authority and not responsibility. He will remain accountable for the work even if it is 
delegated to the subordinate. So the responsibility of superior and subordinate 
remains absolute. 

5. Principle of Parity of Authority and Responsibility. Since authority is the right to 
carry out assignments and responsibility is the obligation to accomplish it, there 
should be a balance between the both. The responsibility should bear logical 
relationship with authority delegated. The subordinate should not be burdened with 
high performance responsibility with delegating enough authority. Sometimes the 
authority is delegated but the concerned person is not made accountable for its proper 
use. This will be a case of poor management. The parity between authority and 
responsibility will be essential for achieving efficiency. 

6. Authority Level Principle. The principle that decision-making should remain at the 
level at which authority is delegated. The managers delegate authority to subordinates 
but have the temptation to make decisions for them. They should allow the 
subordinates to take their own decisions as per the authority delegated to them. The 
delegation of authority will be effective only when it is clear and understandable to 
subordinates. The subordinates should know the area of their decision-making and 
should avoid the temptation of referring things to higher ups. In the words of Koontz 
and O'Donnell, the authority level principle would be "maintenance of intended 
delegation requires that decisions within the authority competence of individuals be 
made by them and not be referred upward in the organisation structure." 

7. The Scalar Principle. The scalar principle refers to the chain of direct authority 
relationships from superior to subordinates throughout the organisation. The ultimate 
authority must rest some where. Subordinates must know to whom they should refer 
the matter if it is beyond their authority. The more clear the line of authority from top 
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manager to every subordinate the more effective will be responsible decision-
making." 

YPES OF DELEGATION 
lelegation may be of the following types : 

general or Specific Delegation 
When authority is given to perform general managerial functions like planning, 

rganising, directing etc., the subordinate managers perform these functions and enjoy the 
uthority required to carry out these responsibilities. The chief executive exercises overall 
untrol and guides the subordinates from time to time. 

The specific delegation may relate to a particular function or an assigned task. The 
uthority delegated to the production manager for carrying out this function will be a specific 
elegation. Various departmental managers get specific authority to undertake their 
epartmental duties. 

ormal or Informal Delegation 
Formal delegation of authority is the part of organisational structure. Whenever a task is 

ssigned to a person then the required authority is also given to him. This type of delegation 
part of the normal functioning of the organisation. Every person is automatically given 

uthority as per his duties. When production manager gets powers to increase production then 
is a formal delegation of authority. 

Informal delegation does not arise due to position but according to circumstances. A 
erson may undertake a particular task not because he has been assigned it but it is necessary 
) do his normal work. 

ateral Delegation 
When a person is delegated an authority to accomplish a task, he may need the assistance 

f a number of persons. It may take time to formally get assistance from these persons. He 
lay indirectly contact the persons to get their help for taking up the work by cutting short 
me of formal delegation. When the authority is delegated informally it is called lateral 
elegation. 

reserved Authority and Delegated Authority 
A delegator may not like to delegate every authority to the subordinates. The authority 
ch he keeps with him is called reserved authority and the authority which is assigned to 
subordinates is delegated authority. 

E—REQUISITES FOR DELEGATION 
very superior tries to retain as much authority as possible. The load of work or 
J'Cumstances may compel delegation downwards. If the authority is not willingly delegated 
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then it will not bring desired results. It is important that appropriate authority shoulc _ 
downwards so that work is undertaken smoothly and efficiently. The process of delega: 
will be complete only if following prerequisites are fulfilled. 

Willingness to Delegate 

anal The first prerequisite to delegation is the willingness of the superior to part with 
authority. Unless the superior is psychologically prepared to leave his authority, deleg - 
will not be effective. If a superior is forced to delegate authority downward without 
sweetwill, he will try to devise methods to interfere with the subordinate's working. He mai 
over shadow the subordinate to such an extent that every decision is implemented with * 
approval of the boss or performance may pass through him with his close scrutiny. It will II 
better not to delegate authority unless the superior is mentally prepared to do so. 

Climate of Trust and Confidence 
There should be a climate of trust and confidence among superiors and subordinates. The 

subordinates should be given enough opportunities or real job situations where they use their 
talent and experience. In case they make some mistakes then superiors should guide and 
correct them. The superiors should trust their subordinates and should not take them as their 
competitors. The climate of trust and confidence will help the subordinates to learn and grow 

__  and this will help the process of delegation. 

Faith in Subordinates 
Sometimes the superiors donot delegate authority with the fear that subordinates will n, 

be able to handle the job independently. They are not confident of the qualities of 
subordinates and donot want to take risks. The superior may be overconscious of his skill and 
competence with the result that he is hesitant to delegate authority. The superiors should 
avoid this type of thinking and attitude. They should have faith in their subordinates and 
should rather help them in learning the job properly. After all the superiors also learnt many 
things from their superiors and present subordinates are also to take up higher responsibilities. 
The climate of faith will help the subordinates to learn the things faster and take up more 
responsibilities. 

Fear of Supervisors 
There is often a fear among superiors that their subordinates may not over take them, 

once they are given higher responsibility. This is a case of inferiority complex. The superiors 
may give many logics for delegating authority but this fear is one of the important causes,  
The superiors should avoid this type of thinking and have positive attitude towards 
subordinates. The subordinates should be encouraged to take up more responsibilities and 
they will have more respect for the superiors and their ability. 

IMPORTANCE OF DELEGATION 
Delegation is a universally accepted principle. It has been practised since time immemorial 
and in every field. Delegation is necessary not only for a business undertaking but also foi 
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nning a government. In government, legislative bodies delegate their powers to Council of 
inisters who in turn delegate to officers and so on. Delegation is essential even for running 
family because head of the family will have to get the help of various members for 
rforming various tasks. An industrial undertaking benefits by delegation in the following 
tys : 

1. Relieving Top Executives. Top executives cannot perform and supervise each and 
every work. Moreover they are required to undertake important tasks of planning and 
controlling. Delegation helps executives in delegating their work to subordinate 
officers. 

2. Improved Functioning. In the absence of delegation some persons may be burdened 
with more tasks while others may not have sufficient work to do. Delegation helps in 
rationalising the functioning of an organisation. Work is divided among various 
persons in such a way that it is done in an efficient way. Nobody is unduly burdened 
and no work is left unattended. 

3. Use of Specialists. Delegation enables the use of specialists for taking up different 
functions. A production manager will be assigned the task of production, a sales 
manager will look after sales department, a lawyer will look after legal matters and so 
on. The use of specialists for different functions will improve the quality of work. 

4. Helps in Employee Development. When subordinates are given independent 
assignments then they will be able to use their initiative and experience. This will 
also give them confidence in taking up further responsibilities. `without delegation, 
subordinates will not get a chance to try their knowledge. Delegation of power is the 
best way of developing subordinates and preparing them for taking up more 
responsibilities in future. 

5. Helps in Expansion and Diversification. The expansion and diversification of an 
enterprise needs the services of more and more persons. The assignment of various 
tasks to subordinates will prepare them for undertaking new assignments. If 
subordinates are not assigned important works earlier then it will be dangerous to 
give them independent tasks straight way. Delegation is very useful for undertaking 
expansion and diversification plans. 

'ACTORS INFLUENCING DEGREE OF DELEGATION 
)elegation of authority is a must for every concern. The question to be decided is how much 
uthority should be delegated to subordinate managers. The pattern to be followed for 
elegation should be decided on the basis of its requirements. It will be wise to check from 
me to time the already existing delegation of authority in order to make sure that it is 
ppropriate and adequate. 

A number of factors influence the decision about delegation. Some of these are discussed 
follows : 

1. Company's History. The history of the company influences the degree of delegation. 
A company grown over a period of time has a tendency to centralise powers. When a 
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concern is small then most of the decision-making is done by the owner. With th 
growth of business, the tendency to centralise powers remains. On the other hand 
concern is the outcome of a merger, amalgamation or combination, there may be  
great amount of decentralisation. If a company is working on a decentralised pat 
it will be run in the same way even on its acquisition. So the growth history 
concern influences the degree of delegation. 

2. Availability of Capable Persons. The element of delegation is linked to th 
availability of subordinate managers. If sufficient persons are available who can tail 
responsibility then delegation can easily be done. Generally, managers complain tha 
sufficient subordinate managers are not available who can be assigned import, rt 
duties. Unless subordinates are delegated the powers they will not learn the art o 
management. With additional experience and training their judgment would b 
improved and they will become more capable subordinates. Many large firms pusl 
decision-making to the lower ranks of the organisation for the purpose of developing 
and training managerial manpower. A subordinate may be given small powers in th 
beginning. As he develops his managerial capabilities he can be assigned mcn 
important work. One thing should be clear that unless otherwise powers are delegate 
to lower levels, the concern will not be able to develop subordinate managers. Thy 
delegation process should be continually pursued so that people are trained u 
undertake more responsibilities. 

3. Importance and Costliness of Decisions. The importance and costliness a 
decisions greatly influences the degree of delegation. Generally speaking, the costl e 
and more important the decision, the greater the probability of its being made at th 
upper level of the managerial hierarchy. Decision-making also requires various fact 
and figures about the issue. A manager will ensure that he gets all require 
information for deciding the issue. This type of information is easily available 
higher levels of management. A manager knows that he can delegate authority an 
not responsibility. Some decisions can influence the whole organisation. An 
wrong decision on such important matters can damage the enterprise beyond contro 
Such decisions are taken at higher level because these persons have the pa. 
experience of deciding such things. In a manager's career he should first be give 
authority to take decisions which are not too costly so that he is able to learn from h 
experience. 

4. Size of the Enterprise. The extent of delegation is linked to the size of the enterprise  
In a large unit more decision making is needed at various levels of management. TI 
problems of communication and co-ordination often arise in such units. If decisi( 
making is closer to the place of action it will save time, paper work is reduce 
misunderstandings in communication can largely be eliminated. There is a tender ( 
to decentralise in big units for avoiding many difficulties. 

5. Available Controls. A manager delegating authority wants to be sure that it is use 
in accordance with his intentions and the general objectives of the organisation. 
order to achieve this there must be control devices. Generally, managers hesitate 
delegate due to the reason that they donot know how to control. They have a feet' 
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that it takes more time to exercise control than exercising the authority themselves. It 
will be better to set up some control devices. The better the control devices, the more 
will be the delegation of authority. 

6. Types of Enterprise. The degree of delegation of authority may also be influenced 
by the type of enterprise. If the enterprise is in an industry which is rapidly 
expanding, as in the electronic field, top management will have to delegate otherwise 
it will be over burdened with many decisions. Decentralisation of authority will take 
place even if the subordinate managers donot have adequate experience to exercise 
authority. Management should make guidelines for subordinate managers for taking 
proper decision. 

If the enterprise operates in a static industry then all decision-making is done at the 
central level. In case of banking and insurance the growth is slow and decision-
making remains at the top. So delegation of authority depends upon the nature of the 
enterprise. 

7. Environmental Factors. In addition to internal factors delegation may be influenced 
by internal factors too. These factors may be natural unions, government control over 
business and tax policies. Some large concerns have to deal with workers' unions at 
national level. All the negotiations are done and decisions are taken at national level. 
In such a situation the things are decided at head quarter level and are applicable at 
all levels. It, therefore, follows that within the area of labour relations, decision-
making is decentralised. The same holds true as applied to government control over 
business, and tax laws. 

BARRIERS/DIFFICULTIES INVOLVED IN DELEGATION OF 
AUTHORITY 
Mere may arise certain difficulties in the process of delegation. The difficulties may be due 

the attitude of either superiors or subordinates or both. There may be certain defects in 
etritanisational structure which hamper proper delegation of authority. Some of the difficulties 
- olved in delegation are as such : 

1. Over Confidence of Superior. The feeling in a superior that only he can do certain.  
work effectively than others is the main difficulty in delegation. When a manager is 
of the opinion that his subordinates will not be able to make proper decisions then he 
will concentrate all powers with him and will not like to delegate his authority. This 
may not be due to the incompetence of subordinates but due to the over-confidence of 
a superior. 

2. Lack of Confidence in Subordinates. The superior may be of the view that 
subordinates are not competent to carry out certain things of their own. He may lack 
confidence in his subordinates. Under these circumstances superior will hesitate to 
delegate authority. 

3. Lack of Ability in Superior. A superior may lack the ability to delegate authority to 
subordinates. The manager may not be able to identify the areas where delegation is 
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required. He may not even be able to chalk out the proper process of delegation_ 
lack of competence on the part of superior restricts the delegation of authority. 

4. Lack of Proper Controls. There may not be proper controls in the orga 
which help the manager to keep in touch with performance of subordinates. 
certain controls like budgets, standard costs etc., are there then manager can ex 
adequate control over the performance of his subordinates. In the absence of 
techniques he will not be able to judge the performance of his subordinates. Since 
will not be able to exercise control he will not like to delegate authority. 

5. Lack of Proper Temperament of Superior. The chief executive may be o 
cautious or conservative by nature. He will not like to take the risk of deleg 
authority. His fear will always be that something may not go wrong. The executiv 
with this type of temperament will hesitate to delegate authority. An element of - 
cannot altogether be ruled out but certain risk will have to be taken. The subordin 
will learn only when given a chance to take independent decisions. A lack of pro 
temperament of superior may also act as a barrier in delegation. 

6. Inability of Subordinates. There may also be shyness on the part of subordinates at 
assuming additional responsibility. They may avoid botheration accruing from 
delegation of authority. The fear of committing mistakes or lack of confidence on the 
part of subordinates may also act as a bather in delegation of authority. 

GUIDELINES FOR MAKING DELEGATION EFFECTIVE 
The failure of delegation process may be the outcome of half-hearted approach on the part of 
superiors or subordinates. When delegation is partial, unclear, inconsistent with the results 
expected it is bound to'prove a failure. A number of steps are required to make it effective. 

1. Defining of Assignments. The work of every person should be properly defined. The 
results expected from them should be made clear. They should be given sufficient 
authority to acomplish the given results. 

2. Proper Selection of Persons. The persons should be selected in the light of the job to 
be done. The delegation will be influenced by the qualifications of persons. With the 
assignment of a work, the authority required for completing it will have to be 
delegated. If the concerned person is not capable of exercising such authority then the 
purpose will not be solved. The personnel manager should keep these in mind while 
selecting persons for various positions. 

3. Proper Communication. There should be an open line of communication. By 
delegating authority superior does not abdicate his right to interfere or he is not 
absolved of responsibility. There may be changed circumstances which require new 
plans and delegation may have to see in the new situation. There should be free flow 
of information between superior and subordinate. The subordinates should be 
furnished information with which to make decisions and to interpret them correctly. 
Communication is essential for making delegation effective. 

4. Establishing Proper Controls. The manager cannot relinquish responsibility, 
delegation should be accompanied by adequate controls. The performance of 
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subordinates should be regularly assessed to see that things are going as per plans. If 
interference of controls is to be avoided then steps should be taken to get information 
about deviations. 

Rewards for Proper Implementation. There should be rewards for effective 
delegation and successful assumption of authority. The manager should keep a watch 
over the performance of various persons. Those who are successful in delegating 
properly and those showing good results with delegated authority should be given 
pecuniary or other rewards. This will encourage more and more persons to improve 
performance. 

:ENTRALISATION AND DECENTRALISATION 
[he words centralisation and decentralisation have different connotations. In management the 
enn refers to the location of decision- making authority in an organisation. To see whether a 
x:ittcern is centralised or decentralised one has to locate decision-making power. If the power 
o take decisions vests in one person at the top it will be a case of centralisation, on the other 
sand if decision-making power is dispersed among many persons it will be a case of 
ie,:entralisation. The role of subordinates is also related to the degree of delegation of 
authority. If they are supposed to implement what ever they have been told then it will be 
:entralisation of authority. All decisions are taken at the top and subordinates do not have the 

ority to change or amend them. On the contrary, in a decentralised set up subordinates vtheil  
- y more powers and play an important role in decision-making process. In the words of 

• Fayol, "Everything which goes to increase the importance of the subordinate's role is 
ntralisation, everything which goes to reduce it is centralisation."1  

CENTRALISATION 
:entralisation is a common ocuurrence in small enterprises. The success of a small enterprise 
iepends upon the dynamic manager who single-handedly commands the running of the 
:oncern. He takes all the decisions himself and entrusts only implementation to the 
subordinates. There is a direct link between the proprietor and his employees. He personally 
s upervises all managerial functions of production, marketing, financing, etc. In fact, he has no 
organisation other than himself. He is consulted for every type of guidance and his 
:ounselling is final. 

Centralisation is generally successful in small-scale enterprises. This is possible because 
he operations are limited and the proprietor is able to deveote personal attention to every 
metivity of the business. This type of management is useful where emergency decisions are to 
De taken. With the expansion of business the control becomes difficult and the need for 
ie centralisation arises. 

Factors Determining Centralisation of Authority 
)'he management of an undertaking may centralise decision-making for the following 
reasons: 

I . Henri Fayol : General and Industrial Management, Sir Isaac Pitman & Sons Ltd. 1949, p. 33. 
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1. Achieving Uniformity of Action. Uniformity of action is possible when decision-
making authority is centralised. The decisions taken at the top will be implemented at 
every level. There may be more than one unit under the same management and it may 
be desired to have same types of policies and procedures. If the units take their 
independent decisions then uniformity of action will not be achieved. Under such 
situations centralised decision-making will enable unity of action. 

2. Facilitating Integration. There may be a need to integrate all operations of the 
enterprise for achieving common objectives. Centralised management will facilitate 
integration of activities by devising common policies and programmes. 

3. Promoting Personal Leadership. The small enterprises grow on the strength and 
capability of their manager. Even big concerns too depend upon the qualities of their 
managers during initial periods. The whole authority will be in the hands of the chief 
executive. This will result in quick decisions and imaginative actions. The manager 
will acquire more and more skill and experience which will promote their personal 
leadership. 

4. Handling Emergencies. Under uncertain business conditions there is a need to take 
emergency decisions. Sometimes the existence of small- scale units is endangered if 
timely actions are not taken. Centralised authority will enable quick and timely 
decisions from short-term as well long-term perspective. 

Advantages of Centralisation 
Following are the advantages of centralisation: 

1. Standardisation of Procedures and Systems. Centralisation enables standardisation 
of procedures and systems. It facilitates smooth working in the organisation. There is 
also a consistency in day-to-day working. The consumer service will also improve if 
standard policies are used. 

2. Facilitates Evaluation. When same policies are used for all segments of the 
enterprise their performance can easily be evaluated. It also helps in comparing the 
results of different departments. This will bring a sense of competition among various 
segments. Ultimately the overall performance will improve. 

3. Econcomies. Centralisation of management will bring in economies of large scale. 
There will be a centralised buying and selling. This will enable bulk buying resulting 
in discounts and savings in transportation expenses. When sales are done in large 
quantities then customers are offered better terms and low prices. There will be an 
economy in managerial expenses also. 

4. Co-ordination of Activities. Co-ordination of activities of various segments is also 
facilitated by centralised management. In the absence of centralisation, different 
segments may pursue their independent policies. This may result in disunity and 
disintegration. Different segments may emphasise their own goals only without 
bothering about organisational objectives. Centralised management will help in co-
ordinating the work of different segments in such a way that organisational goals are 
achieved. 
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)isadvantages or Evils of Centralisation 
Centralisation may be useful only upto a certain level and also under certain conditions. 

3eyond a certain point it creates difficulties in day-to-day working and also restricts the 
wth of an enterprise. Following are some of the disadvantages of contralisation : 

1. Destroys Individual Initiative. Centralisation revolves around one person only. One 
man takes all the decisions and decides the modes of implementing them. Nobody is 
given the authority to use his own judgement even if there are glaring lacunae in the 
decisions. It destroys initiative of subordinates. They do not make any suggestions 
and just carry on with whatever has been conveyed to them. 

2. Over Burden of Few. This system gives all responsibilities to few persons in the 
organisation. They remain over-burdened with routine work while subordindates do 
not have sufficient work. The centralisation of all powers do not allow the chief 
executive to devote sufficient time for important tasks of planning, co-ordinating and 
motivating. In a decentralised set-up routine matters are left to the subordinates and 
manager concentrates on important administrative work only. 

3. Slows Down the Operations. The operations of the enterprise are slowed down 
under centralised set-up. All decisions are taken only by one person and his 
unavailability keeps the matters pending. Even clarifications about decisions are 
referred to the top which destroys invaluable time in formalities. If the subordinates 
have powers to interpret decisions then operations can be toned up. Things move very 
slowly in a centralised set up because everything has to pass through the manager. 

4. Distance from Customers. The customers do not come into cantact with policy-
makers. They meet only those officials who do not have the powers to take decisions. 
Moreover one person cannot meet and know the reactions of customers regarding 
products and service. This also comes in the way of intimate understanding of market 
situations by the chief executive. 

5. No Scok for Specialisation. Centralisation does not offer any scope for specialisa-
tion. All decisions are taken by one person and he may not be a specialist in all the 
areas. In the present competitive world there is a need for employing the services of 
specialists. The specialists will be able to introduce new things in their fields and they 
may improve the performance of the enterprise. Even if specialists may he employed 
under centralised set-up they will not be given a free hand in their areas. They will 
keep on convincing the chief executive who is the ultimate decision-maker. The 
specialists do not have any role in an organisation with centralised authority. 

DECENTRALISATION 
Decentralisation implies the dispersal of decision-making power at lower levels of 
management. When the power to take decisions and formulate policies does not lie with one 
person at the top but is passed on to different persons at various levels, it will be a case of 
decentralisation. The decisions taken at lower level should not only be more in number but 
they should be important also. If insignificant decisions are allowed to be taken at lower 
levels then it will not be a case of decentralisation. 

161  
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Definitions 

McFarland. "Decentralisation is a situation in which ultimate authority to comma/7(2 
ultimate responsibilty for results is localised as far down in the organisation as effi, - 
management of the organisation permits." The delegation of authority and responsibilit:, 
allowed downward upto a level it is necessary. In McFarland's views the degree and exte--. 
delegation should be determined as per the needs of the situation. 

Allen. "Decentralisation refers to the systematic effort to delegate to the lowest leve: ,  
authority except that which can only be exercised at the central points." 

Allen says that authority should be delegated to the lower levels of management and 
management should retain only those powers which cannot be exercised at lower level. In 
view decentralisation will involve systematic delegation of authority. 

"Decentralisation means the division of a group of unctions and activities into relatir 
autonomous units with overall authority and responsibility for their operation delegated to 
head of each unit." 

Earl P. "Strong relates decentralisation to the working of different units of an enterpr 
He says that decentralisation will require the delegation of authority to the persons incha= 
of different units. They should have sufficient authority to run the units independently." 

Characteristics of Decentralisation 
Following are the main characteristics of decentralisation : 

1. Extension of Delegation. Decentralisation is the extension of delegation 
delegation the authority is given to lower levels of management, in decentraliate 
also decision making powers are diversified and proper at lower levels are given 
authority to take decisions. 

2. Role of Subordinates Increases. In decentralisation subordinates are authorised 
take important decisions at their level, it increases their role and importance. 

3. Reduces work at Top Level. When all decisions making powers are retained at tc: 
level of management then the work load of senior management is heap ti 
Decentralisation gives decision making powers to various levels and it reduces fri-
workload of top management. 

4. Authority goes to Implementation Level. The decision making powers go to the 
levels where decisions are implemented. The implementation of decisions happens a: 
supervisor level. In decentralised system, the decision making authority is given to 
supervisors and they take and implement decisions at their level. 

5. Decentralisation is a Process. Decentralisation is a process in which decisiori 
making authority is given at lower level of management. A system is followed it 
which decision making is delegated to various persons at different levels of 
management. 

Measurement of Degree of Decentralisation 
Decentralisation is not an absolute term. The degree of decentralisation varies from 
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_ _:ern. Earnest Dale has pointed out the following four tests to determine the 
--- :ralisation : 

,.Lnaber of Decisions. The greater the number of deisions made at lower levels of 
__--agement, the greater is the degree of decentralisation : 

zwirtance of Decisions. If important decisions are taken at lower levels then 
decentralisation will be more. On the other hand if insignificant decisions 

ed at lower levels then decentralisation will be much less. 

F_I7c,ct of Decisions. If decisions affecting more functions are allowed at lower levels 
j_ecentralisation will be more. On the other hand if only operational decisions are 

- __-:e at lower levels then decentralisation will be less. When decisions involving 
- _-ces are taken at lower level then degree of decentralisation will be more. 

Checking of Decisions.When decisions are subject to the approval of superiors then 
-__e,-entralisation will be less. Still, it will be less if superiors are to be consulted before 
eking certain decisions. If subordinates are free to take decisions of their own then 
fecentralisation will be more. 

mrs Influencing Decentralisation 

_ __:!ntralisation is necessitated by the following factors : 

When there is a need to take quick decisions on the spot to take advantage of the 
situation then power is delegated to the level where it is needed. 

') When top management wants to reduce communication work then decentralisation 
is undertaken. 

The company's product or market may require decentralisation of decision making 
to give emphasis to product or market. Technological changers may also facilitate 
decentralisation. 

iv) When growth and diversification takes place then decentralisation is necessary for 
bringing flexibility in operations and reducing burden on top executives. 

Pecentralisation is Extension of Delegation 
--_ _centralisation and delegation are not the same thing. Decentralisation is much more 
_elegation. In delegation responsibility and authority are delegated from one individual 

- = other but decentralisation is scattering of authority throughout the organisation. 
w..- ::_ation is complete when authority is delegated to another person whereas 

-e:ntralisation is complete when fullest delegation is made to all people in the organisation. 
zelegation control remains with the delegator while in decentralisation top management 

int _=,ites controlling powers to the lower levels. 

Advantages of Decentralisation 

Some of the advantages of decentralisation are discussed as under : 

1. Reduces Burden of Top Executives. Centralisation of authority over-burdens top 
executives. They are left with no time for planning, etc. In decentralisation decision- 
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making power is delegated to the lower levels relieving top executives of some 
their burden. Under this system top executives will retain only that work 
requires their personal attention otherwise everything is assigned to perso-
appropriate levels. This will reduce the burden of top executives and they will be 
to devote more time for planning, etc. 

2. Quick Decisions. Under decentralised system decision-making powers are deleg 
to the level of actual execution. Whenever there is a need for taking a decision, 
concerned executive will decide the things immediately. There is no need to 
reference to the top level for most of the work. It quickens the process of decisi 
making. 

3. Facilitates Diversification. With the expansion and diversification of activities 
will be a need to delegate authority at departmental level. Decentralisation gi 
enough authority to persons at various levels for carrying out the required task. 
centralised system of authority will not allow diversification beyond a certain le 
because decision- making is reserved by one man only. The organisation will beco 
more and more complex with the addition of new products and setting up of m 
units. Decentralised system will be more suitable for expanding enterprises. 

4. Motivation of Subordinates. Under decentralisation subordinates get opportunity 
for taking decisions independently. This fulfils the human need for power_ 
independence and status. Subordinates will realise their importance in the 
organisation. They will try to put their maximum efforts so that their performance 
improves. They get a chance to take initiative and to try new ideas. The subordinates 
feel motivated under decentralised set-up. 

5. Sense of Competition. Under decentralised system different departments or units are 
made separate profit centres. The employees of different dedpartments will compete 
with each other to show better results. The sense of competition will improve the 
performance of all departments or segments. 

6. Provides Product or Market Emphasis. Since decision-taking is scattered and goes 
to lower levels of management there will be more product or market emphasis. The 
changing tastes and fashions require prompt decisions. The decentralised system will 
respond immediately to the chaning situations. The persons concerned with 
marketing will take quick decisions as are necessary under the situation. 

7. Division of Risk. The enterprise is divided into a number of departments under 
decentralisation. Management can experiment new ideas at one department without 
disturbing others. This will reduce the risk if things go adverse. Once the experiment 
is successful it can be used in other segments also. So risk element can be limited 
under decentralised system. 

8. Effective Control and Supervision. With the delegation of authority, span of control 
will be effective. Since executives at lower levels will have the full authority to take 
important decisions, they will recommend awards or punishments as per their 
performance. This will improve supervision and control. 
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Disadvantages of Decentralisation 
Decentralisation suffers from a number of drawbacks and some of these are disscussed as 

follows : 

1. Lack of Co-ordination. Under decentralisation each department, unit or section 
enjoys substantial powers. They have the powers to formulate their own policies and 
programmes. It becomes difficult to co-ordinate the activities of various segments. 
Moreover, every segment emphasises its own work only without bothering about 
others. This creates more difficulties in co-ordinating activeities. 

2. Difficulty in Control. Since different units work independently it becomes difficult 
to control their activities. Top management will not be able to exercise effective 
control because it does not remain in touch with day-to-day activities of various 
segments. 

3. Costly. Decentralised system involves heavy overhead expenses. Every decentralised 
division has to be self-sufficient for its activities like production, marketing, 
accounting, personnel, etc. A number of persons will be employed to man various 
activities. These persons are paid higher salaries involving huge costs. Decentralised 
system is suitable for large scale enterprises only. Small-scale business units cannot 
afford to spend higher overhead expenses. 

4. Lack of Able Managers. Decentralised system will succeed only if competent 
persons are employed to manage various jobs in different segments. Competent 
persons are not sometimes available as per the requirements. The system will fail if 
competent personnel are not available. 

DISTINCTION BETWEEN DELEGATION AND DECENTRALISATION 
The words decentralisation and delegation appear to be inter- changeable but it is not so. 

Even though both involve dispersal of authority but decentralisation is an extension of 
delegation. Following are the points of distinction between the two : 

Delegaion Decentralisation 

1. Nature Delegation is individualistic. It Decentralisation is totalistic in nature. It 
involves two persons, superiors involves delegation from top management 

2. Control 
and subordinates. 
Control rests with the delegator or 

to the department or divisional level, 
In this system top management exercises 

superior. minimum control. All powers are given to 
concerned departments or divisions. 

3. Need Delegation is essential to get things Decentralisation is optional because it is 
done by others. Unless otherwise the philosophy of management. Top 
authority is delegated it will be management may or may not disperse 
difficult to assign responsibility. authority. 

4. Responsibility 1 In delegation, responsibility In decentralisation, head of the 
remains with the the delegator. He department is responsible for all activities 
can delegate authority and not under him. He is required to show better 
responsibility. performance of the whole department. 
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BALANCE BETWEEN CENTRALISATION AND DECENTRALISATION 
Centralisation and decentralisation are the two opposite ends in an organisation i 

practice there cannot be neither complete centralisation nor decentralisation. In a hi  
centralised organisation decision making is costly and delayed. The operations of Ind' 

organisation suffer for want of authority at different levels of management. In a decentralised 
system, authority is spread thoughout the organisation and controls are assigned to functional 
managers. In order to keep it abreast with the working, top management will keep sore 
powers and controls to itself. Some degree of centralisation and decentralisation should be 
decided in order to maintain a balance. There are some factors which may require 
centralisation while there are others which may need decentralisation. These factors influence 
a decision about the degree of centralisation and decentralisation. Some of such factors are 
discussed as follows : 

1. Size and Complexity of Organisation. In case of bigger concerns there is a need to 
decentralise authority to lower levels in the organisation. It will facilitate decisi 
making and control. When the concern is small then centralisation will be useful. 
the operations of a concern are simple then centralisation is preferred while 
complex operations decentralisation will be useful. 

2. Communication System. When communication system is good then top 
management can control the operations at last and centralisation should be preferred. 
In the present technological age, managers setting in even other countries can control 
decision making and operation of a business. If the communication system is sloe 
and ineffective then decentralisation should be used. 

3. Competence of Personnel. When competent personnel are available in the 
organisation then powers should be delegated to various levels of management to 
make use of their expertise. In case competent persons are not available to share the 
responsibility of the top management then decision making should be retained at 
higher level. 

4. Degree of Standardisation. The greater the degree of standardisation in operations, 
the more will be the centralisation because it will be easy to control the operations 
from the top. The centralised structure will bring uniformity of action in such an 
organisation. 

5. Spread of Activities. If a business has different plants or units situated at different 
places then decentralisation will be essential to carry on the activities effectively. The i  
finance function in such a business should be centralised to ensure effective control 
over assets and capital expenditure. 

QUESTIONS 
A. SHORT ANSWER QUESTIONS 

1. Explain the concept authority. 

2. What is acceptance theory of authority ? 
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3. Describe the features of responsibility. 
4. Differentiate between authority and responsibility. 
5. What is accountability ? 
6. What is meant by delegation ? 
7. Describe the elements of delegation. 
8. What difficulties are encountered in delegation of authority ? 
9. What is centralisation of authority ? 

1 0. How can the degree of decentralisation measured ? 
1 1.  'Decentralisation is extension of delegation'. Explain. 

LONG ANSWER QUESTIONS 

1. What is authority ? Describe various sources of authority. 
2. Explain the concept of responsibility. How is it different from authority ? 
3. Describe the meaning and nature of accountability. 
4. What is meant by delegation of authority ? Discuss its nature and elements. 
5. Which are the principles governing delegation of authority ? 
6. Discuss various types of delegation of authority. What are the prerequisites for delegation? 
7. Is delegation essential for an industrial undertaking ? Which factors determine the degree of 

delegation ? 
8. Explain delegation. What difficulties are encountered in delegating authority ? 
9. How can delegation be made effective ? Point out the difficulties faced in this process. 
0. What is meant by centralisation of authority ? Give its advantages and disadvantages to an 

organisation. 
1. Which factors influence the degree of centralisation ? Why is it needed. 
2. What is decentralisation ? How can its degree be measured ? 
3. Discuss the advantages and disadvantages of decentralisation of authority in an organisation. 
4. How can a balance be created between centralisation and decentralisation ? 

♦ Q♦ 
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CO-ORDINATION 
AND CONTROL 

9. Co-ordination 

10. Nature and Process of Control 





1 

MEANING 
Co-ordination is the process of synchronising activities of various persons in the 

organisation in order to achieve goals. Co-ordination is undertaken at every level of 
management. At the top level, the chief executive will co-ordinate the activities of functional 
or departmental managers. If there is lack of co- ordination between production and sales 
departments then either production will suffer or sales will suffer. Similarly, peronnel 
department will like to know the manpower needs of various departments. No department 
will be able to function without a proper co-ordination with finance department. At 
middle/lower levels of management the deputy managers/foreman/supervisiors will co-
ordinate the work of persons working under them. The purpose of co-ordination is to create 
team work and harmony in the enterprise. It is the blending of human efforts in order to 
achieve better organisational goals. 

Co-ordination creates a mental awareness among all employees and their efforts are 
directed in unison. An organisation is like a human body. As various parts of the body 
combine togther to do a work, similarly the different segments of the organisation should 
work in unison so that the task is completed in better way. 

DEFINITIONS 
A number of authors have defined co-ordination differently. The views of some of them 

are given here in order to know its exact nature. 

Henry Fayol "To co-ordinate is to harmonise all the activities of a person in order to 
facilitatie its working and its success." Co-ordination is necessary to enable a person to 
improve his, functions. Without co-ordination, working cannot be harmonised. 

I. Henry Fayol, "General and Industrial Management." p. 103. 
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Ordway Teadl. "Co-ordination is the effort to assure a smooth interplay of the film_ 
and forces of all the different component parts of an organisation to the end that its purposm 
will be realised with minimum of fricition and a maximum of collaboration effectiveness 
The purpose of co-ordination is to synchronise the functions of various departments fa 
achieving organisational goals with minimum efforts. 

George Terry'-. "Co-ordination deals with the task of blending efforts in order to ensure 
successful attainment of an objective. It is accomplished by means of planning, organising 
actuating and controlling." The aim of co-ordination is to achieve better results and this ma] 
be done in different ways. Different managerial functions are also used to attair 
organisational goals. 

Newman3. "Co-ordination is a part of all phases of administration and that it is nor 
separate and distinct activity." Administration is possible only when various activities of the 
enterprise are properly co-ordinated. In the absence of co-ordination, administration will nol 
be possible. Administration and co-ordination are one and the same thing ; one is not possible 
without the other. 

Koontz and O'Donnell4. "It seems more accurate to regard co-ordination as the essence 
of managership for achievement of harmony of individual efforts towards the accomplishmem 
of group goals is the purpose of management. Each of the managerial functions is an exercise  
in co-ordination." Managerial functions are related to co-ordination. Without co-ordination 
managerial function will not be performed properly. In fact the undertaking of various 
functions is itself co-ordination. 

The discussion of various definitions of co-ordination leads to the following inferences : 

1. Co-ordination is to harmonise various activities of the enterprise to ensure smooth 
working. 

2. It is an effort to ensure the objections of the business with minimum friction any 
maximum co-ordination among various segments of the business. 

3. Co-ordination is an effort to reach business goals by means of planning, organising 
actuating and controlling various activities. 

4. It is not a separate managerial function. 

5. The exercise of each managerial function involves co- ordination. 

CO-ORDINATION AND CO-OPERATION 
The term co-operation is entirely different from co-ordination. Co-operation merely indicate:  
willingness of individuals to help each other. It is voluntary attitude of people. Co-ordination 
on the other hand, is the synchronisation of group efforts for achieving business goals. It is 
the process of integration of various factors of production in an organisation. Co-operation 

1. Ordway Tead, "Administration : Its purpose and performance", pp. 39-40. 

/2. George Terry, "Principles of Management," p. 101. 

3. William Newman, "Administration Action," p. 101. 

4. Koontz and 0' Donnel, "Essentials of Management," p. 29. 
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.-...ollective efforts of people on voluntary basis without assigning any time, quantity or 
7_ element. Co-ordination is wider term than co-operation. The later can be achieved 
.oncerned efforts of the management but it will be achieved with the former. 

Difference between Co-Ordiation and Co-Operation 
Basis Co-ordination Co-operation 

Weaning Co-ordination is the synchronisation of Co-operation is willingness of 
various activities individuals to help each other. 

Dependence Co-ordination is possible with the co- Co-operation is also dependent on co- 
operation of everybody. ordination. 

0,,tature it is a conscious and deliberate attempt It is a voluntary effort of individuals to 
of a manager to achieve organisational 
goals. 

help the organisation. 

L. Scope Co-ordination is a wider term and It is a narrow concept for establishing 
includes co-operation. co-ordination. 

5. Relation It is both formal and informal 
relationship. 

It arises out of informal relations. 

S. Need It is essential to achieve organisa-tional It arises only when people desire to 
goals. work together. 

CO-ORDINATION-THE ESSENCE OF MANAGEMENT 
Ir- Co-ordination brings unity of action and integrates different activities. Every managerial 

needs co-ordination and synchronisation of various activities. 

Co-ordination is necessary for the following reasons : 

1. Co-ordination Needed to Perform all Functions. Managerial functions are 
performed in a better way with the help of co-ordination. 

(i) Planning needs co-ordination among main plan and sub-plans. The plans of 
different departments or sections will be co-ordinated to prepare a plan for the 
whole organisation. 

(ii) While performing organising function, there is a need to have co-ordination 
between authority, responsibility and accountability at different levels. 

(iii) Co-ordination in staffing function is needed between nature of job and 
qualifications of employees and between nature of work and compensation 
fixed. 

(iv) In directing function, co-ordination is required between superior and 
subordinate, between orders, instructions, guidelines, etc. 

(v) In controlling function, co-ordination is required between standards set and 
actual performance. 

2. Co-ordination Needed at all levels. 

(i) At top level co-ordination is needed to synchronise the activities of the 
organisation for achieving overall goals of the firm. 
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(ii) At middle level, co-ordination is needed to balance the activities of difk - 
departments for attaining the organisational objectives. 

(iii) At lower level of management, the activities of workers and others are 
ordinated for achieving departmental goals. 

3. Co-ordination is the Most Important Function. Co-ordination is the m 
important function of every organisation. The integration of various functions will 
done through co-ordination. In the absence of co-ordination there will be chaos 
mismanagement. There will be a need of co-ordination for setting the things right. 
was with this reason that classical school of thought considered co-ordination as 
separate function. All managerial functions try to achieve integration of vario _ 
efforts and co-ordination becomes the essence of management. 

TYPES OF COORDINATION 
Co-ordination may be classified into two types : 

1. Internal Coordination 

2. External Co-ordination 

1. Internal Co-ordination. It refers to co-ordination of activities of different segments 
of the organisation. It is the establishment of relationship with a view to co-ordinate 
activities of all the departments, divisions, sub-divisions, branches, managers. 
executives, supervisors and workers. Internal coordination may be divided into two 
categories, vertical co-ordination and horizontal co-ordination. 

Vertical Co-ordination. It is a type of co-ordination between the superior and 
subordinates authorities. Production manager co-ordinates the activities of 
production supervisor, similarly, production supervisor co-ordinates his 
activities with that of production manager. 

(ii) Horizontal co-ordination. It refers to co-ordination of activities between 
authorities and employees of same status. A co-ordination is needed among 
heads of different departments, supervisors of different departments, foremen of 
different workshops, etc. 

2. External co-ordination. It refers to establishment of relationship and co-ordination 
of activities of all those who are not a part of the organisation and hence not 
connected with each other. The co-ordination with outsiders are essential for the 
benefit of the enterprise as a whole. 

The outsiders requiring co-ordination are : 

(i) Customers 

(ii) Suppliers 

(iii) Competitors 

(iv) Various government departments/agencies 

(i) 
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fiv) Technological agencies 

(vi) Financial institutions 

(vii) Different industrial and commercial organisations 

(via) Organisations providing auxilliary services 
re. (ix) General public 

The co-ordination with outsiders is assigned to some officer, generally, Public Relations 
, who remains in touch with them as per the requirements of the enterprise. 

CIPLES OF CO ORDINATION 
arker Follett, in her discussion, has stated the following important principles of co-
rn: 

Principle of Direct Contract. Miss Follett believes that co-ordination can be 
achieved more easily by direct interpersonal horizontal relationships and direct 
personal communications, which bring out agreement on methods, actions, and 
ultimate achievement. The possibilities of conflict and misunderstanding always 
remain. These can be removed or sorted out by direct contact and proper 
communication among various persons. Direct contact even helps in creating mutual 
goodwill which may help in proper co-ordination. 

2. Principle of Early Beginning. Co-ordination can be achieved more readily in the 
early stages of planning and policy-making. If the policies are in execution stage then 
co-ordination may become difficult. If the plans are executed without proper co-
ordination then results may be disastrous. "If the head of the production department, 
while he is forming his policy, meets and discusses with the other heads, the question 
involved a successful co-ordination is far more likely to be achieved, that is, you 
cannot, with the greatest degree of success for your undertaking, make policy 
forming and policy adjusting two separate processes." Achieving co-ordination in the 
early stages of planning and policy making is essential. 

3. Principle of Reciprocal Relationship. All the factors in a situation are reciprocally 
related. The work of one person is dependent on that of the other, who in turn, may 
be dependent on some other. For instance, A works with B and he in turn works with 
C and D. The relationship of all the four will be reciprocal. In the absence of co-
ordination among them the work of everyone will suffer. Similarly, other factors like 
materials, finance, sales, production will be dependent upon one another. When 
members in an organisation realise that all factors are reciprocally related then co-
ordination becomes easy. 

4. Principle of Continuity. As the fourth principle of co-ordination, Mary Follert states 
that co-ordination is a continuing process and something which must go on all the 
time. It is a managerial process which is exercised every time so that the working is 
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smooth and uninterrupted. It is not like reconciling conflicts as and when t 
Co-ordination cannot be left to a sheer chance but management should make 
efforts to achieve it. There is a constant need for co-ordination in a business. 

IMPORTANCE OF CO-ORDINATION 

Co-ordination is essential at every level of management for achieving harmony of i  
efforts. Where sub-division and departmen- talisation is essential, co-ordination is 2_ 
more important. The quality of management will depend upon the efficiency achieved -
ordination. According to Chester Bernard, "the quality of co-ordination is the crucial fa: 
the survival of organisation." Smooth working and achievement of organisational g _ 
depend upon sound co-ordination. The important benefits of co-ordination are s - 
follows : 

1. Good Personnel Relations. Management can create cordial human relations : 
co-ordination. The points of dispute or conflicts among different persons, be: 
line and staff, etc. can be settled by mutual discussions. Better personnel relations 
also helpful in increasing the morale of employees which ultimately leads to 
satisfaction. 

The results of co-ordinated group efforts will be much better than the sum results 
different individuals. The members will willingly and wholeheartedly contri 
towards the success of the enterprise. Therefore, co-ordination is necessary to 
unity of action in the organisation. 

2. Unity of Direction. Co-ordination helps in creating unity of direction. Diffe 
segments of the business may set different goals. The co-ordination process helps 
synchronising various efforts. It motivates various employees to view their w 
from the standpoint of the business. In the absence of co-ordination, there may 
conflicting goals and everybody may perceive the objectives in a different way. 
will create confusion and chaos in the organisation. Co-ordination will help 
reconciling conflicting views. 

3. Essence of Management. The increase in the size of organisation has brought a 
number of complexities. There is a degree of specialisation, division of labour and 
large number of individuals. Everybody has his own personality traits and ways of 
working. It is essential to synchronise the work of all persons in the organisation. Co-
ordination helps in briging unity of action for achieving business goals. 

4. Efficiency and Economy. Co-ordination promotes efficiency and economy in the 
organisation. By co-ordinating activities the efficiency is brought in the working. It 
also helps in avoiding delays and eliminating duplication of efforts. This will result in 
saving of time and energy, thus bringing economy to the business. 

5. Helpful in Developing and Retaining of Personnel. Co-ordination by synchronising 
various activities helps in promoting team spirit among organisational personnel. 
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There will be no conflict or confusion in division of work and everybody will try to 
improve his own performance. This helps in developing potentialitis of every person 
in the organisation. Co-ordindtion also helps in promoting job satisfaction among 
employees by giving them personal contentment. The concern will be able to retain 
the services of good employees. 

TECHNIQUES OF EFFECTIVE CO-ORDINATION 
E management will try to improve its working through proper co-ordination of work. The 
izn of every managerial function will be to reach organisational goals and this is facilitated 

through co-ordination. The purpose should be to achieve effective co-ordination. Some 
the techniques and for achieving effective co-ordination are discussed as follows : 

1. Well-defined Goals. The goals of the organisation should be clear and well-defined. 
Everybody should know the objectives and his contribution towards its achievement. 
Unity of purpose will be achieved through proper co-ordination. 

2. Simplified Organisation. The organisational structure should clearly define the 
authority and responsibility of each and every person. This will help in reducing 
conflicts among persons. Over specialisation of activities also creates problems of co-
ordination. There should be well-defined organisational charts, job descriptions, work 
manuals, etc. for avoiding any type of misunderstanding. Co-ordination will be 
achieved when there are clear lines of authority and responsibility. 

3. Proper Communication. Effective communication helps in creating proper 
understanding among persons whose work needs to be co-ordinated. Through 
communication every individual understands his scope, limitations, his position in the 
organisation and his relationship with others. Regular communication among 
variuous persons helps in resolving conflicts and differences. People can understand 
the view point of others in the organisation. 

4. Effective Leadership. Effective leadership is essential for better co-ordination. A 
good leader is able to achieve co- ordination both' at planning and execution stages. 
He brings individual motivation and persuades the group to have indentity of interests 
in total efforts. If a leader is undecided about his tasks then. he will not be able to 
either guide or co- ordinate their activities. 

5. Proper Supervision. Co-ordination can also be facilitated by effective supervision. 
A supervisor is the person who constantly watches the work of his subordinates. He 
can adjust the wrok load, provide guidance to his subordinates if the situation 
demands ; supervisor is an important person in co-ordinating the work at execution 
level. He will keep the overall objectives of the organisation. An mind and will direct 
the work of his subordinates in that direction. 

6. Co-operation. Co-ordination can be achieved through voluntary co-operation of 
employees. There should be a feeling of mutual help for each other. Co-operation can 
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6. Lack of Proper Development of Ideas. There may be a lack of orderly method cc 
development of new ideas and programmes. Under such a situation co-ordinatic. 
becomes a problem. 

QUESTIONS 
A. SHORT ANSWER QUESTIONS 

1. Define co-ordination. 
2. State the characteristics of co-ordination. 
3. Distinguish between co-ordination and co-operation 
4. What is meant by internal coordination ? 

B. LONG ANSWER QUESTIONS 

1. What do you understand by co-ordination ? How is it different from co-operation ? 
2. Discuss various principles of co-operation. 
3. Define co-ordination. How does it help in smooth running of an enterprise ? 
4. Explain various techniques of effective co-ordination. 
5. 'Co-ordination is the essence of management.' Explain this statement by stating its utility it 

business management. 
6. What is the process of co-ordination ? In which way can it be well achieved 7 
7. Discuss various types of co-ordination. 
8. What are the limitations of co-ordination. 

*Q. 
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Nature and Process of Control 

INTRODUCTION AND MEANING 
- objective of every organisation is to use scarce resources in a best possible way. Plans 

framed to achieve better results. Control is the process of checking whether the plans are 
72 adhered to or not, keeping a record of progress and then taking corrective measures if 

- is any deviation. So control involves knowing what work is to be done as to quantity, 
____ity and time available and verifying whether work has been or is being carried out in 

)rdance with the plan. In case the work is not going as per the plans then control helps in 
_IInta out deviations and adopting remedial measures to correct deviations. Control is one of 
managerial functions. These functions start with planning and end at controlling. The 

- r functions like organising, staffing, directing act as the connecting link between planning 
- controlling. Planning will be successful only if the progress is properly controlled. 

_ -inning involves setting up of goals and objectives while controlling seeks to ensure 
---:ormance in accordance with plan. 

DEFINITIONS 
George R. Terryl. "Controlling is determining what is being accomplished that is 

e .:Suating the performance, and if necessary, applying correct measures so that the 
:nt---;.-)rmance takes place according to plans." In Terry's views, controlling helps in proper 
....-:-.71ementing of plans. If the plans are not progressing at a proper pace then necessary 
-7-eaures are taken to set the things right. Controlling is a channel through which plans may 

:roperly implemented. 

Robert N. Anthony2 . "Management Control is the process by which managers assure 
• resources are obtained and used effectively and efficiently in the accomplishment of an 

of Management, Richard Irwin, p. 543. 

v..inagement According to Principle, Laraporewala, Bombay, 1975, p. 306. 
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organisation's objectives." Control is a tool in the hands of management for ensuring b.-.= 
utilisation of resources. Anthony even goes to the extent of saying that control even ens 
the arrangement of required resources. 

Earnest Dale. "The modern concept of control envisages a system that not only prol 
a historical record of what has happened to the business as a whole but pin-points the re,, ,  
why it has happened and provides data that enable the chief executive or the departmeriL, 
head to take corrective steps if he finds he is on the wrong track." Dale has enlarged 
scope of control by saying that it helps in finding out the reasons for low performance 
then suggesting the ways of improving it. It also gives information to the top executives - 
assess their performance and then take corrective measures if necessary. 

Koontz and O'Donnell. " The measurement and correction of the performance -
activities of subordinates in order to make sure that enterprise objectives and plans devise_ 
to attain them are being accomplished." The accomplishment of organisational goals is th( 
main aim of every management. The performance of subordinates should be constanti:. 
watched to ensure proper implementation of plans. Co-ordination is the channel through 
which goals can be achieved and necessary corrective actions may be taken if things are not 
going as per the objectives. 

Henry Fayol2. "In an undertaking, control consists in verifying whether everything 
occurs in confirmity with the plan adopted, the instructions issued and principles 
established." It has to point out weakness and errors in order to rectify them and prevent 
recurrence. It operates on everything : things, people, actions, etc. 

CHARACTERISTICS OF CONTROL 
From the discussion of above given definitions, following inferences may be drawn : 

1. Managerial Function. Control is one of the managerial functions. It is not only the 
function of chief executive but is the duty of every manager. A manager is 
responsible for whatever work is assigned to him. He will control the performance of 
his subordinates for ensuring the accomplishment of goals. Control is mainly the 
function of line organisation but manager may ask for data from staff personnel. 

2. Forward Looking. Control is forward looking. Past is already gone thus cannot be 
controlled. Measures can be devised to control future activities only. Past provides a 
base for determining controls for future. The manager will study the past performance 
in order to find out the reasons for low results. A corrective action will be taken to 
ensure that work in future is not adversely affected. Take for example, production for 
a particular month is low than the standard. Manager will not be able to do anything 
about the past performance. However, he may study the reasons for low production. 
He should take appropriate steps so that the same mistakes are not repeated and 
production will not suffer in future. 

1. Management, McGraw Hill International Book Company, 1980, p. 721. 
2. General and Industrial Management, Pitman Publishing Corporation, New York, 1949, p. 
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3. Continuous Activity. Control is regularly exercised. It is not an activity in isolation. 
The manager will have to see that his subordinates perform according to plans at all 
the times. Once the control is withdrawn it will adversely affect the work. So, control 
will have to be exercised continuously. 

4. Control Involves Measurement. Control process will require the comparison 
between actual and planned performance. It will be possible only when actual 
performance is measured. So measurement is a part of control exercise. 

5. Control is related to Planning. Planning is the first function of management while 
control is the last. Control cannot be exercised without planning. First the objectives 
are set and then efforts are made to see whether these are accomplished or not. 
Whenever there is a laxity in performance and things are not happening as per the 
plans then corrective measures are taken immediately. So planning provides a base 
for controlling. 

6. Essence of Control is Action. Whenever performance is not as per the standards 
then immediate action is needed to correct the things. The purpose of control will be 
defeated if corrective action is not taken immediately. If the sales are less than the 
standard set for marketing department then steps will be taken to ensure that 
performance is not low in future. If no such steps are taken then there will be lack of 
control. In practice, immediate action is the essence of control. 

7. Control Process is Universal. Control process consists of same elements 
irrespective of the type of organisation or function to be controlled. Every manager 
has to exercise control process to see whether the activities are happening as per 
plans or not. This function is indispensable and has to be taken up irrespective of size, 
nature, or type of enterprise. 

NEED/OBJECTIVES OF CONTROL 

A good control system is needed for the following purposes : 

1  1. For Measuring Progress. While planing various activities in the organisation, 
fundamental goals and objectives are established. It will be essential to know whether 
the things are happening as per the objectives set or not. The control process will be 

E- 

	

	required to establish that everything is occurring in conformity with the plans 
adopted. 

2. Find out Deviations. The control process will be required to find out deviations in 
performance. There may be changes in situations, economic policies may be altered, 
production, schedules may be affected due to unavailability of inputs etc. All these 
factors will directly or indirectly affect the goals or targets. A comparison between 
objectives set and the actual performance will help in finding out deviations. The 
control system will help in determining the deviations. 

3. Indicating corrective action. Control mechanism helps in taking remedial measures. 
Whenever deviations arise, the management should find out the reasons for the same 
and take appropriate action to rectify the things. In the absence of control process, the 
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results will be known only when the activity has been completed and polahwa: 
has already been adversely affected. The control function will help in asct— - 
lacunae in performance and taking remedial measures quickly so that - 
does not suffer from that point onwards. 

4. Improving Performance. Management of an organisation is not possiti, 
control system. It not only helps in finding out the deficiencies in performer 
will help in improving it also. When timely information is available at el 
then performance will be studied continuously and efforts may be made lc 
the results. In the absence of a control process in the organisation, man,:.: 
not be able to assess the work on a regular basis and timely action 
possible to increase efficiency and improve performance. 

FEEDBACK AND FEED-FORWARD CONTROLS 

Feedback Control 

Feedback and feed-forward are helpful in control process. The managerial control 
essential the same basic control process as that is found in physical, biological and saiea 
systems. Information feedback helps many control systems to control deviations w 
these are reported. The feedback information helps in comparing the actual performance widi 
the standars and taking corrective actions if required. Feedback, in fact, refers to the pr -  _ _ 
of adjusting future actions on the basis of information about the past performance. We: - zie 
and Koontsz l  has given the following control loop to explain the feedback control syster - 

Desired 
Performance 

Actual 
performance 

Measurement 
of actual 

performance 

Comparison 
of actual 

performance 
against standards 

Programme 
of connective 

action 

Analysis 
of causes 

of deviating 

V  

Identification 
of 

deviations 

Implementation 
of corrections 

Diagram 1 : Feedback Loop of Management Control 

The above diagram explains the control process used with feedback information. This 
process is not limited to set standards, measure actual performance and finding deviations but 
it also involves a programme for corrective action and implementing such a programme for 
securing the desired performance. Recent developments in the field of computer technology 
and electronic information gathering, transmission and storage of data have led to the 
development of a system of Real-Time Information This is information about what is 
happening while it is happening. It is technically possible through various means to obtain 

1. Heinz Weihrich and Harold Koontz : Management : A Global Perspective : Eleventh Edition, 2006; Tata 
McGraw-Hill Publishing Company Limited, New Delhi, p. 487. 
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time data on many operations. A departmental store has electronic cash registers in 
ration that transmit data on every sale to a central data storage facility, where inventory, 

es, gross profit and other data can be obtained as sales occur. A factory manager may have 
stem where he may know at any time about the status of production programme in terms 

f production point reached, labour hours accumulated and even about whether the project is 
n time or late in the manufacturing process. So mechanical devices help in providing real-

-me information on important aspects as and when they occur. 

Real-time information may be considered as means of getting real-time control in areas of 
Importance to managers. This may be possible in unusual cases only. It may be possible in 
many areas to collect real-time data that measure performance, it may also be possible to find 
Jeviations by comparing the data with standards, and even deviations may be ascertained but 
it may not be possible to find out the causes of deviations immediately, taking corrective 
action and implementing corrections at the moment. It may take time to find out causes of 
deviations and then making efforts for corrective programmes. For example, if real-time 
information has ascertained high inventory in a manufacturing concern, it may take time to 
re-schedule supplies of materials or take other corrective measures. But this does not mean 
that measurement of performance is unimportant. Once the manager is able to find out a 
deviation, it may be possible to initiate corrective action at the earliest. So real-time 
information is very helpful in control process. 

Feed forwad Control 
Some management experts are of the opinion that there is a need to future-directed 

controls due to time lag in management control process. There is a need to have a system 
which not only helps a manager to find out diviations and take corrective measures but also is 
useful in informing the management of facing impending problems in future if necessary 
action is not taken at present. There is a feeling that simple feedback of either the output of a 
system or the results of a programme may not be ideal enough for securing effective control. 
The main difficulty with historical data is that the managers are informed when something 
adverse has already happened. For example, accounting reports in March may show that there 
were losses in the month of January or earlier. In such a situation the losses already occurred 
may not be rectified. Managers need a system that will tell them in time to take corrective 
action, that certain problems will occur if they donot do something now. Feedback from the 
output of a system is nothing more than a postmortem and there is no way to change the past. 

Feedforward control is based on the principle that an organistion is not suonger than the 
weakest link. It is something like an operator trying to check the working conditions of 
certain important components of a machine the moment it fails to functim properly. The 
management should realise that it is absolutely necessary to determine and monitor the 
critical inputs with any operating system. A manager may try to use feed forward control 
through careful and repeated forecasts based on the latest available information or comparing 
what is desired with the forecast and then introducing necessary changes in the programme. 
For example new employees may be informed of policy on absenteism of the firm and 
communicating its implications so that they avoid it in future. A sales forecast may indicate 
that sales targets may not be achieved, taking corrective actions may include stepping up 

1  
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advertisements, exploring more territories, increasing the number of salesmen etc. so  that 
targeted sales figures are reached in future. 

The feedback and feedforward systems may not be very different from each other. In the 
words weihrich and Koontz, "Simple feedback systems measure outputs of a process and feed 
into the system or the inputs of the system corrective actions to obtain desired outputs. 
Feedforward systems monitor inputs into a process to ascertain whether the inputs are as 
planned ; if they are not, the inputs, or perhaps the process, are changed in order to obtain 
desired results." 

Requirements for Feedforward Control 
Weihrich and Koontz have given the following workable feedforward control system 

requirements: 

1. Make a thorough and careful analysis of planning and control system, and identify 
the more important input variables. 

2. Develop a model of the system. 

3. Take care to keep the model upto date ; in other words, the model should be reviewed 
regularly to see whether the input variables identified and their interrelationships 
continue to represent realities. 

4. Collect data on input variables regularly, and put them into the system. 

5. Regularly assess variations of actual input data from planned-for inputs, and evaluate 
the impact on the expected end result. 

6. Take action. Like any other technique of planning and control, all that the system can 
do is indicate problems ; people must obviously take action to solve them. 

CONTROLLING AND THE HUMAN ELEMENT 

Employees sometimes, dislike controls because they take them as restraints. The best control 
system enlightens employees about the positive side of control. Controls help employees in 
improving their performance. Employees gain satisfaction from doing a good job. The 
implementation part of control is very important. Even good controls may dampen the spirit 
of employees if these are badly administered. To make controls effective and useful for 
employees, following things should be taken into consideration. 

1. Considering Employees' Needs. The control should be devised in such a way that 
needs of employees are taken into consideration. The employees should be aware of 
expectancy from them. They should be clear about the standards of performance 
which will satisfy the manager. Such awareness will help employees in improving 
their performance. When employees feel that controls are justifiable than they will 
also support them. 

2. Developing Mutual Interest. The objectives of the organisation should be clearly 
spelled out. There should be mutual interest of management and employees in 
reaching those objectives. The employees should be briefed about their interests in 
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various objectives. When controls are established to realise those goals then 
employees will support them as it will be in their interest too. 

3. Providing Information about Control Measures. The measures used for control 
should be properly explained to everyone  the organisation. When employees are 
clear about various standards , etc. then these will be properly implemented. If the 
employees are capable of understanding the devising and implementation of various 
control measures then they should be associated with this exercise. The management 
will be relieved of much botheration and employees themselves will help in 
implementing control techniques. 

4. Controls be Adjusted Automatically. The controls should be such that these are 
automatically adjusted with the change in situations. If quality standards of a product 
are changed then controls should also be readjusted. Control should not be changed to 
reduce the standards of performance but they should be adjusted as per the needs of 
new situations. When there is a flexibility in controls then employees will not have 
any grievance. The flexibility should be used to improve performance standards and 
not otherwise. 

PRE-REQUISITES OF CONTROL SYSTEM 
:trol system cannot operate in isolation. A number of other functions are also required to 
-;_-rformed for making control effective. The following factors are essential for making 
-rot system useful : 

I. Planning. Planning is the first pre-requisite for making control effective. Planning 
involves the setting of objectives and then deciding about the appropriate course of 
action. First of all organisational goals are set and then departmental or sectional 
objectives are decided. The objectives are the targets for the achievement of which all 
energies are pooled. The objectives must be specific so that their achievement may be 
determined. The pre- determined course of action should be used to reach various 
objectives. 

Control is concerned with finding out whether the objectives have been achieved or 
not. If the results are not according to the standards set then deviations are 
ascertained. Controlling relates to the finding out of deviations and taking corrective 
measures. If the performance is low then immediate steps should be taken to set the 
things right. 

Control can be exercised only when objectives are set and plans will be effective only 
when they are properly implemented. Control cannot be exercised without planning. 
Planning must preceed control. It is essential to plan first and then exercise control 
for its implementation. 

2. Action. Timely action on the part of manager is essential for exercising control. 
Manager should give proper guidelines to his subordinates for undertaking various 
functions. Instead of finding out faults later it will be proper to guide first so that 
things are done in a systematic manner. 
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Besides all precautions, there may be some deviations. The deviations should I-
reported at the earliest. Any delay in their reporting will delay a corrective actin:  
also. Manager should give instructions in such a way that whenever the performance 
is below the standards then it will be reported to the appropriate authority. 

There should be a quick action to take remedial steps. There will be no use of 
reporting a deviation if it is not corrected at the earliest. 

To make control effective, manager should give proper guidelines for doing work 
reporting a deviation and taking corrective action. In the absence of an action plan 
control may not be exercised effectively. 

3. Delegation of Authority. Delegation of authority is essential for exercising control. 
Controlling process involves evaluating performance, ascertaining deviations and 
taking corrective measures. All these steps require some kind of authority. When we 
ask production manager to increase production by 20% in the current year then he 
will require authority. 

(a) to employ more workers : 

(b) to give incentives to workers for improving their performance; 

(c) to take disciplinary action against inefficient workers. 

Unless other wise proper authority is delegated no control will be possible. So 
delegation of authority is a pre-requisite of a control system. 

4. Prompt Flow of Information. There should be a proper feed back of information for 
exercising control. The performance of subordinates should reach the manager at the 
earliest. This will enable him to take rectifying measures. The steps suggested for 
improving efficiency should also reach subordinates at the earliest so that they are 
able to act upon the advice. 

The time factor is very important in reporting. If the reports of performance are 
delayed then measures to improve it will also be late. An effective control can be 
exercised only if flow of information both upward and downward is prompt. 

"cLI'S IN CONTROLLING PROCESS 
Control is a continuous process. It is not applied when everything else is done. There may be 
some inbuilt controls in the exercise of managerial techniques. In spite of this, there may be a 
difference in standards to be achieved and actual performance. This may be due to human 
limitations. Some control methods may have to be applied to improve performance. There are 
four steps in control process : (1) setting of control standards, (2) measurement of actual 
performance (3) comparing actual and standard performance and (4) taking corrective action. 
These steps are discussed in detail : 

1. Setting of Control Standards. Every enterprise plans its activities in advance. On 
the basis of plans, the objectives and goals of every department, branch etc. are fixed. 
These goals are converted into quantity, value, man hour etc. These are to be 
achieved in future. There may also be qualitative goals. The achievement of various 
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targets is made the responsibility of specific persons. The levels of achievement are 
also decided in advance. Whether a particular result is to be taken as satisfactory, 
average or poor should be pre-determined so that the persons responsible for that 
work should be able to assess their performance. 

Some strategic points should be selected as controls or yardsticks. Prof. Newman has 
suggested four guidelines for selecting strategic points : 

(i) The control points should be timely so that they may be able to reveal 
significant deviation in time, thereby, saving further loss. 

(ii) Control points should be such as to permit economical observation and report. 

(iii) Control points, especially for executives at higher levels, should provide 
comprehensive coverage. 

(iv) Control points should be such as would promote balanced performance. 

2. Measurement of Performance. The second step in controlling process is the 
measurement of performance. The actual performance is measured against the 
standards set. This will enable management to determine whether the work is being 
done according to plans or not. The measurement of quantitative objectives is easy 
since figures of work done will be available. The qualitative performance such as 
human relations, employee morale, etc. can only be measured through psychological 
tests and surveys. 

Measurement of performance is an important part of control process. If measurement 
is such that deviation is detected at the earliest then it will enable appropriate action 
well in time. If that is not possible then deviations should be detected as early as 
possible. 

3. Comparing Actual and Standard Performance. The next step in control process is 
the comparison of actual performance with the standards set. The purpose of this 
comparison is : (a) to find out deviations, if any and (b) to determine the reasons for 
such deviation. While comparing actual performance with the standard, some 
permissible limits are also fixed. When the deviations are within the prescribed limits 
then there is no cause for worry. But if the deviations are more than the allowable 
limits then it calls for urgent action. This is also known as "management by 
exception". When things are going as per plans or within the allowable limits then top 
management is not required to take any note of it. But on the other hand, if 
performance is not upto the level then it is brought to the notice of top management 
for taking corrective action. If the manager gives attention to every deviation then he 
will not be able to give enough time for important things. 

When the actual performance is not upto the level then causes for it should be pin-
pointed. Necessary steps are taken so that performance is not adversely affected once 
again. If no efforts are made to rectify the weak areas then the whole control process 
will be futile. Whenever the performance is low than the standards, the reasons for it 
should immediately be found. 

4. Taking Corrective Action. The last but most important step in controlling process is 
of taking corrective action. Whenever the performance is less than the standards, 
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efforts should be made to rectify it. Whatever the reasons for low 
efforts are made to achieve organisational goals. No control rr  
automatically rectify the mistakes in a system. It is the action which is reL 
the things right. Sometimes, the targets are not achievable even with r 
then these will ha` e to be revised. The control action may involve revie 
and goals, change in the methods of work, change in the assignment of task 
in existing technique of direction and change in organisation structure. 

The corrective actions generally involve top management. It is said by some - 
that taking corrective action is not a part of control but a separate 
function. The overlapping of control function only shows the unity of milk., 
It shows that managing process should be an integrated one. 

REQUIREMENTS OF A CONTROL SYSTEM 
Every organisation requires control in order to ensure that everything goes on as per i• 
There is no universal control system which will fit in every organisation. The env' 
and requirements of every enterprise are different and control system should be such 
fits into the organisation and helps in achieving the desired results. Every control system 
certain essential features. Some of them are discussed as follows : 

1. Should be Easily Understandable. The control should be sach that it is 
understood by the managers and as well as by the subordinates. If the manage 
not clear about the controls then they will not be effectively exercised. On the 
hand, subordinates must know the type of controls they will be subjected to. It is 
only the top managers who should understand controls but junior managers sh 
also be clear about them. Generally, the first line managers are expected to exe 
controls because they directly come in contact with workers. The managers 
devise certain mathematical formulas or statistical charts for finding out deviations 
performance. These complicated devices may not be properly followed by ju 
managers. In case the controls are difficult then junior managers will develop 
own controls and these may not be the same as desired by the top management. 
the first requirement of a good control system is its easy understandability. 

2. Reflect Organisation Needs. The control tools should be such which are suitable 
organisational needs. There are a number of control techniques like Budget 
Statistical charts, PERT, CPM, etc, but these may not be used in every type o 
enterprise. The best control is that which is properly used in an organisation and is 
able to give results. So the controls should reflect organisational needs. 

3. Report Deviations Quickly. The control should be such that deviations in 
performance are reported quickly. A manager cannot control past but deviations are 
determined only when actual, figures are reported to him. The effort should be to 
determine deviations as early as possible otherwise the corrective means will be 
delayed. This can be possible only when manager does not wait for the reporting of 
actual results by accounts department and collects some approximate figures for 
finding out the level of performance. The need is to know at the earliest whether the 
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performance is satisfactory or not. If it is not upto the mark then immediate steps are 
needed to avoid further loss. The units using electronic data processing devices are 
comparatively better placed in exercising control systems because the data is reported 
quickly or almost immediately. Quick reporting is essential for a good control system. 

4. Must be Appropriate and Adequate. The control must be such which should help 
the enterprise to achieve its objectives. The controls will be different for various 
departments and sections. The controls for marketing department will be different 
from those used by manufacturing department. Even at different levels of 
management the control will vary. The chief executive will have different controls to 
assess the work of their subordinates. The controls used by big enterprises will be 
more elaborate than those of small concerns. 

The controls should be such which adequately reflect the activities of the enterprise. 
There are many control techniques like standard hours, standard costs, budgets, 
financial ratios. It is the duty of the manager to select those techniques which are 
adequate for this business. Only those techniques should be used which can suitably 
be used in the enterprise. 

5. Forward Looking. Controls should be forward looking. This concept is such that 
results precede the exercise of control. Nothing can be done about what has already 
happened. The manager should try to take corrective action at the earliest. The 
control system should help in planning process. The data needed for plans should be 
provided by control system. 

6. Must be Flexible. A good control system should be able to change with the needs of 
the future. The future is always uncertain and nothing can be said with certainty. The 
controls which are devised for the present may not be adequate in future. The regidity 
in controls will have to play with the system. If the expenditure for sales department 
is fixed with a specific sales figure in mind and in due course of time the sales have 
doubled, the budgeted expenditure will have to be increased similarly. If the 
expenditure of sales department is not increased under the garb of rigidity then its 
working will be adversely affected. The flexibility in controls will help in making 
amends whenever a situation demands it. There should be an inbuilt flexibility in 
Controls. 

7. Economical. The controls are essential for every type of enterprise irrespective of its 
size. In spite of the need for controls, the cost factor cannot be overlooked. The 
expenditure on controls should correspond with the utility derived from them. A 
small concern cannot afford to have costly control techniques whereas a big 
enterprise may be able to spend more on them. The controls should be economical 
otherwise they may not be used. The economical nature of a control system will be 
judged from its relative contribution to the enterprise. If the benefits derived or the 
adverse consequences avoided in the absence of controls are more than the expenses 
incurred then they will be economical. 

8. Must Report Deviations Quickly. A control system should be such that deviations 
must be reported at the earliest. The deviations can be known only when actual 
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performance is reported. The manager cannot control the past but should try to 
improve the work in future. This can be possible only when deviations are reported at 
the earliest. Thus accounting department maintains actual records and it may take 
time to report the deviations. The manager should not wait for exact data, he may act 
on the basis of approximate figures if there is a possibility of deviations. There will 
be no use of late reporting of deviations. The control system should be so devised that 
discrepencies in performance are reported quickly. 

9. Motivating. The controls should motivate both the controller and the controlled. The 
control should be used in a positive sense. They should not be taken as a device to 
give punishment to employees. They should rather help in improving their 
performance. Since the performance is regularly monitored, the employees will feel 
motivated to increase their performance. 

itiPORTANCE OF CONTROL 

The control function helps management in various ways. It guides the management in 
achieving pre-determined goals. The efficiency of various functions is also ensured by the 
control process. The shortcomings in various fields are also reported for taking corrective 
measures. The following are some of the advantages of control system. 

1. Basis for Future Action. Control provides basis of future action. The continuous 
flow of information about projects keeps the long range planning on the right track. It 
helps in taking corrective actions in future if the performance is not upto the mark. It 
also enables management to avoid repetition of past mistakes. 

2. Facilitates Decision-making. Whenever there is deviation between standard and 
actual performance the controls will help in deciding the future course of action. A 
decision about follow up actions is also facilitated. 

3. Facilitates Decentralisation. Decentralisation of authority is necessary in big 
enterprises. The management cannot delegate authority without ensuring proper 
controls. The targets or goals of various departments are used as a control technique. 
If the work is going on satisfactorily then top management should not worry. The 
` management by exception' enables top management to concentrate on policy 
formulation. Various control techniques like budgeting, cost control, pre-action 
approvals allow decentralisation without losing control over activities. 

4. Facilitates Co-ordination. Control helps in co-ordination of activities through unity 
of action. Every manager will try to co-ordinate the activities of his subordinates in 
order to achieve departmental goals. Similarly, chief executive will co-ordinate the 
functioning of various departments. The controls will act as checks on the 
performance and proper results will be achieved only when activities are co-
ordinated. 

5. Helps in Improving Efficiency. The control system helps in improving organisation 
efficiency. Various control devices act as motivators to managers. The performance 
of every person is regularly monitored and any deficiency is corrected at the earliest. 
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Psychological Pressure. Controls put psychological pressure on persons in the 
organisation. Everybody knows that his performance is regularly evaluated and he 
will try to improve upon his previous work. The rewards and punishments are also 
linked with performance. The employees will always be under pressure to improve 
upon their work. Since performance measurement is one of the important tools of 
control it ensures that every person tries to maximise his contribution. 

Accomplishing Organisational Goals. Controlling function measures progress 
towards the organisational goals and involves taking corrective actions in case of 
deviations. Through controlling, every attempt is made to keep the activities on the 
right track so that organisational goals are accomplished. 

Making Efficient use of Resources. Controlling helps to reduce wastages of 
spoilage of resources. It aims to ensure that every activity happens as per predeter-
mined standards. As a result of thus, there is effective and efficient use of resources. 

SCOPE OR AREAS OF CONTROL 
,cope of managerial control is very wide. A well designed control plan covers almost all 

..-- .tc_re ment activities. According to Holden, Fish and Smith, the main areas of control are as 

Control over Policies. The success of an organisation depends upon how far its 
policies are implemented. There may be policy manuals for ensuring their successful 
implementation. 

Control over Organisation. The organisational control can be exercised through the 
organisational chart and organisation manual. The manual helps in solving various 
problems and conflicts and enables long term organisational planning. The 
organisation structure should be rationalised to help in setting up departments etc. 

Control over Personnel. The control process should ensure that all employees at 
different levels are performing the assigned duties properly. Personnel Manager 
prepares control plan for having control over personnel. 

Control over Costs. The cost accountant controls costs by establishing cost 
standards for material, labour and overheads. The standard costs are compared with 
actual costs for finding out any deviations. Cost control is supplemented by 
budgetary control systems. 

Control over Wages and Salaries. A control over wages and salaries is also very 
important. This can be done with the help of job evaluation and wage and salary 
analysis. Either the personnel department or industrial engineering department 
performs this work. A wage and salary committee may also be constituted to help 
these departments in controlling wages and salaries. 

Control over Capital Expenditure. Capital budgeting is done for the whole 
organisation. The projects are evaluated and ranked as per their future returns and 
utility. It will help in deciding about the viable projects. Capital budgeting, project 
analysis, study of cost of capital, break even analysis are some of techniques of 
control over capital expenditure. 
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7. Control over Research and Development. This being a technical activity no direct 
control is possible on it. However, indirect control can be exercised through 
improvement of ability and judgement of research staff by arranging their training 
programmes etc. Control can also be exercised by having research budget for the 
business. 

8. Control over Production. Production control can be exercised with the help of 
techniques like routing, scheduling, dispatching, follow up, inventory control 
inspection, quality control etc. There should be studies about market needs, attitude 
of customers etc. Such studies help in planning and revising the product lines. 

9. Control over External Relations. The public relations department is entrusted with 
the job of improving and maintaining relations with outsiders. People should be 
informed of the good work by the firm and a good rapport should be created with 
outsiders. Some measures may be suggested for operating departments also. 

10. Overall Control. Overall control can be exercised by associating various 
departments in preparing master budget for the firm. The support of top management 
is essential for exercising control through master budget. 

PRINCIPLES OF CONTROL 
According to Lyndall Urwick there are four principles of managerial control : uniformit 
Comparison, Utility and the exception. These principles are elaborated as such: 

1. The Principle of Uniformity. The purpose of every business is to 'get best 
performance. The principle of uniformity requires the presentation of data 
information, figures and reports for control purposes in terms of organisation 
structure. The principle of parity between authority and responsibility must be 
followed. 

2. The Principle of Comparison. A good control system must provide for quick 
comparisons so that the manager is in a position to attend to possible trouble. It helps 
in finding out the deviations and mistakes at the earliest and also to predict the future 
results. For comparison purpose, the figures and reports used for control should be ir 
terms of standard performance. 

3. The Principle of Utility. This principle implies that the importance or value of 
reports for control changes directly with the suitability of the period covered lb) 
reports keeping in view the purpose of control. With 'utility' the concept of 'unity .  
should also be there. A manager can be successful in controlling by uniting the idea: 
of the men around him. This interaction is the psychological aspect of control. The 
control system must be acceptable to the persons being controlled. 

4. The Principle of Exception. The exception principle implies that the manage] 
should devote greater attention to the strategic points or unusual items. Critical point 
must be identified to achieve optimum control. The discrimintation between 
important and unimportant factors is essential. Good control does not mean 
maximum control. Since control is very expensive, the principle of exception ha! 
been considered as important. 
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TYPES OF CRITICAL STANDARDS 
-.bards are yardsticks against which actual or expected performance is measured. Even 

a manager tries to control through personal observation but it may not be possible 
.:ause of the complexity of operations. The control points to be selected should be critical, 

being either limiting factors or of showing better than other factors whether plans are 
hang out or not. The critical points should be selected carefully so that they help in 

- -forming controlling function properly. Generally following critical point standards are 
_:ed : 

 

Physical Standards. Physical standards are non-monetary measurements and are 
common at the operating level. They may reflect quantitative performance such as 
man hours per unit of output, fuel per horse power, ton miles of freight traffic carried, 
unit of production per machine hour etc. Physical standards may also reflect quality 
such as hardness of bearings, closeness of tolerance, durability of a fabric, fastness of 
a colour. 

Cost Standards. Cost standards are monetary measurements and are common at 
operating levels. The costs may be direct or indirect costs per unit produced, labour 
cost per unit, overhead expenses per unit, material cost per unit, cost of sales per unit 
etc. The estimated costs determined earlier are compared to actual costs for finding 
out the performance. 

Capital Standards. The capital standards arise from the application of monetary 
measurements of physical items. These standards are concerned with capital invested 
in the firm. The most commonly used capital standard is return on investment. The 
other capital standards may be the ratio of current assets to current liabilities, debt to 
net worth, cash and receivables to payables, fixed investments to total investments 
etc. 

Revenue Standards. Revenue standards arise from attaching monetary values to 
sales. These standards may include average sales per customer, sales per capita, 
revenue per bus passanger-mile etc. 

Programme Standards. There may be a special programme for specific work such 
as developing a new product, programme for improving the quality of sales force, etc. 
In appraising the programme performance some subjective judgement may also be 
applied. Some factors like timing, cost may be used as objective standards. 

Intangible Standards. It is very difficult to set standards which are not expressed 
in either physical or monetary mesurements. It is very difficult to determine the 
loyalty of a manager to the firm or public relations of a personnel manager. It is not 
possible to set objective standards if the performance is not measurable 
quantitatively. 

7. Goals as Standards. With the help of research and thinking modern managers feel 
that they can define goals which can be used as performance standards. Which 
quantitative goals can be fixed as discussed above, definitions of qualitative goals 
represents an important development in the area of standards. 
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DESIGNING CONTROL SYSTEMS 
Designing a control system that will provide an accurate and timely feedback is not an easy 
exercise. The main thing to be decided will be to decide what is to be controlled and how 
often progress needs to be measured. Trying to control too many elements of operations too 
strictly may demoralise employees and may not serve the cause. Managers may focus on 
easy-to-measure factors and this may not help the control process. A number of factors will 
have to be kept in mind while designing a control system. 

I. Identifying Key Performance Areas. Key performance areas are those aspects of 
the unit or organisation that must function effectively for the entire unit to succeed. 
These areas usually involve major organisational activities or groups of related 
activities that occur throughout the organisation. The identification of key areas will 
help in deciding detailed control systems and standards. Some of the key perfoimance 
areas in an organisation are production, personnel, marketing, finance and 
accounting. In production, standards may relate to quality, quantity, cost of 
production and individual job performance. 

2. Identifying Strategic Control Points. In addition to identifying performance areas, 
it is also essential to identify control points. It may not be possible to control each 
and everything. This may result in spending time on those elements which are not 
strategic and important control points may get less attention. Therefore, managers 
should identify strategic control points in the system at which monitoring or 
collecting information should occur. Usually only a small percentage of the activities, 
events, individuals, or objectives in a given operation will account for a high 
proportion of the expense, or problems that managers will have to face. For example, 
10 percent of manufacturers products may account for 70 per cent of sales etc. So 
strategic control points should be identified in the products mostly dealt with. 

3. Organisation Communication. The organisation has to design as effective 
communication network for carrying control information both downward and 
upward. A superior will convey control standards and performance yardsticks to the 
subordinates downward and upward communication will be required to get 
information about actual performance by the subordinates. An organisation will 
largely depend upon communication set up for exercising control at different levels. 
In the absence of a good communication system there may be a confusion about the 
standards set and the actual results achieved. So proper communication system is a 
prerequisite for the success of control system. 

LIMITATIONS OF CONTROL 
Though control is essential for better performance and maintenance of good standards, there 
are certain limitations also. Some of the limitations are discussed as such : 

I. Influence of External Factors. There may be an effective control system but 
external factors which are not in the ambit of management may have adverse effect 
on the working. These factors may be government policy, technological changes, 
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change in fashion, etc. The influence of these factors cannot be checked by the 
control system in the organisation. 

2. Expensive. The control system involves huge expenditure on its exercise. The 
performance of each and every person in the organisation will have to be measured 
and reported to higher authorities. This requires a number of persons to be employed 
for this purpose. If the performance cannot be quantitatively measured then it will be 
observed by the superiors. The exercise of control requires both time and effort. 

3. Lack of Satisfactory Standards. The performance of certain activities involving 
human behaviour cannot be fixed in terms of quantities. It is difficult to fix standards 
for the activities like public relations, research, etc. The evaluation of work of 
persons engaged in these activities will be difficult. 

4. Opposition from Subordinates. The effectiveness of control process will depend 
upon its acceptability by subordinates. Since control interferes with the individual 
actions and thinking of subordinates they will oppose it. It may also increase the 
pressure of work on subordinates because their performance is regularly monitored 
and evaluated. These factors are responsible for the opposition of controls by 
subordinates. 

CAUSES OF RESISTANCE TO CHANGE 
Control involves a check on the performance of employees. Some people may take it in the 
right perspective while others may take it as an interference and threat. There may be a 
number of causes for resistance to change and some of them are described as follows : 

1. Curbs on Freedom. Control is considered as a curb on freedom. Control tries to 
regulate behaviour and performance in a specified way. The individuals may not like 
to change their way of doing things. Since the work has to be performed in a given 
frame work, some people may take it as curb on their freedom. 

2. Curb on Creativity and Innovation. People are endowed with creative and 
innovating minds. They want to take things in a way they feel like. Control process 
requires people to perform the things in a way they have been told to do. This may 
curb freedom to approach the work as per the choice of the concerned person. Some 
people may feel that restrictions put on them through controls are restricting their 
creativity and innovation. 

3. Fear of Discrimination. Some people may be of the opinion that controls will be 
used to discriminate them. The exercise of control is •Ln the hands of controller, his 
whims and fancies may bring bias in evaluation of performance. Such fears can be 
avoided by making the controls objective and measurable. Everybody should be 
evaluated similarly to make the controls impartial and practical. 

4. Rigid Controls. The control standards are generally implemented rigidly without any 
reference to situation, environment and other factors prevalent at a particular point of 
time. The performance of emp (oyees may be influenced by such factors which are 
beyond their control. Under such situations if controls are observed rigidly then 
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people may resent it. The performance yard sticks also influence prornotic 
allowances of employees, they will resist the implementation of rigid controls. 

5. Shortcomings in Evaluation System. The system of controls may be faulty 
defective and employees may not be happy with its implementation. In case there 
human bias in evaluation process then individual preference or whims may infl 
the results. Such type of control systems may be resisted by the employees. In 
to avoid this type of resistance the evaluation system should be made objective a 
transparent. 

6. Against Self-Control. It is generally felt that control measures are introduced 
because employees may not be able to exercise self control. In the present context, 
self control is exercised in every activity of business. When people are given targets 
then they continuously evaluate their performance and make mends if these are 
needed. So employees may feel that management does not rely on their self control 
and that is why control measures are introduced to evaluate their work. The 
management can dispel such an impression by explaining the nature and objectives of 
control and the expected benefit from this system. 

RELATIONSHIP BETWEEN PLANNING AND CONTROLLING 
Planning and controlling are inter-related to each other. Planning sets the goals for the 
organisation and controlling ensures their accomplishment. Planning decides the control 
process and controlling provides sound basis for planning. In reality planning and controlling 
are both dependent on each other. 

In the words of M.C. Niles, "Control is an aspect and projection of planning, where as 
planning sets the course, control observes deviations from the course, and initiates action to 
return to the chosen course or to an appropriately changed one." 

The relationship between planning and control can be explained as follows : 

1. Planning originates controlling. In planning the objectives or targets are set. In 
order to achieve these targets control process is needed. So planning precedes control. 

2. Controlling sustains planning. Controlling directs the course of planning. 
Controlling spots the areas where planning is required. 

3. Controlling provides information for planning. In controlling the actual 
performance is compared to the standards set and records the deviations, if any. The 
information collected for exercising control is used for planning also. 

4. Planning and controlling are interrelated. Planning is the first function of 
management. The other functions like organising, staffing, directing etc. are 
organised for implementing plans. Control records the actual performance and 
compares it with standards set. In case the performance is less than that of standards 
set then deviations are ascertained. Proper corrective measures are taken to improve 
the performance in future. Planning is the first function and control is the last one. 
Both are dependent upon each other. 
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5. Planning and control are forward looking. Planning and control are concerned 
with the future activities of the business. Planning is always for future and control is 
also forward looking. No one can control the past, it is the future which can be 
controlled. 

Planning and controlling are concerned with the achievement of business goals. Their 
combined efforts are to reach maximum output with minimum of cost. Both systematic 
planning and organised controls are essential to achieve the organisational goals. 

A. SHORT ANSWER QUESTIONS 

1. Discuss the nature of control. 
2. How can human elements be controlled ? 
3. What are the pre-requisites of control system ? 
4. Describe various steps needed in control process. 
5. What are the requirements of a good control system ? 
6. How control provides a base for performance measurement ? 
7. Does control facilitate decentralisation ? 

B. LONG ANSWER QUESTIONS 

1. What do you mean by controlling ? What are the pre-requisites of a control system ? 
2. Discuss the nature of control. Why is it essential for better management? 
3. Explain various steps required in controlling process. 
4. What are the requirements of a good control system ? 
5. "Planning without control is meaningless and control without planning is a waste." Comment. 
6. What role does control play in modern management ? 
7. Explain the relationship between planning and control. What are the pre-requisites of an effective 

control ? 
Discuss the objectives and limitations of control. 
Planning and Control are interrelated. Explain. 

♦ Q♦ 

8.  
9.  
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