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PREFACE

. In the corricular struciure introduced by (his University for students of Post- Graduate
degree programme, the opportunity to pursue Post-Graduate course in any Subject
introduced by this University is equally available to all learners. Instead -of being
guided by any presumption about ability level, it would perhaps stand to reason if
receptivity of a learner is judged in the course of the learning process. That would be
entirely in keeping with the objectives ol open education which does not believe in
artificial dilferentiation.

Keeping this in view, study materials ol the Post-Graduate level in different subjects
are being prepared on the basis of a well laid-out syllabus. The course structure
combines the best elements in the approved syllabi of Central and State Universities
in respective subjects. It has been so designed as to be upgradable with the addition
of new information as well as results of fresh thinking and analysis.

The accepted methodology of distance education has been followed in the
preparation of these study materials. Cooperation in every form of experienced scholars
is indispensable for a work of this kind, We, therefore, owe an enormous debt of
gratitude to everyone whose tireless efforts went into the writing, cditing and devising
.of a proper lay-out of the materials. Practically speaking, their role amounts to an
involvement in ‘invisible teaching’. For, whoever makes use of these study materials
would virtually derive the benefit of leaming under thcu collective care without each
being seen by the other.

The more a learner would seriously pursue these study mateauls the easier it
will be for him or her to reach out to larger horizons of a subject. Care has also been
taken 1o make the language lucid and presentation attractive so that they may be rated
as qualily self-learning materials. If anything remains still obscure or difficult to
follow, arrangements are there to come to terms with them through the counselling
sessions regularly available at the-network of study centres set up by the University.

Needless to add, a great deal ol these efforts is still experime ental—in faui
pionecting in certain areas. Naturally, there is every possibility of some hpse or
deficiency here and there, However, these do admit of rectification and further
improvement in due course. On the whole, therefore, these study materials are expected
to evoke wider appreciation the more they receive serious attention of all concerned,

Professor (Dr.) Subha Sankar Sarkar
Viee-Chancellor
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Unit 1 0 Management

Structure.

1.1 Introduction
1.2 Definition of Management
i.2.1. Basic Managemcht Functions
1.3 Significance of Management
1.4 Concept of Social Responsibilities of Management
1.4.1. Spheres of Social Responsibilities of Management
15 Ethics of Responsibility of Management
| 1.5.1. Ethics of Management
1.5.1. Management Professionalism
1.6 Managing — a composite of Art and Science
1.7 Evolution of Management Thought
1.7.1. Classical Stage
1.7.2. Human Relations Stage
1.7.3. Modern Management Theories
1.8 - Exercises

1.1 Introduction

If you go through books of management, sclected randomly, you will be puzzled
and confused over the meaning of management. Different authors approach
management differently, use different semantics and define managemcnt differently,
it arrive at the same conclusion. The situation is like that of different sects of a
religion reaching the God following different paths, Looking at the field it can be
said that management is a body of knowledge, a function and tasks to be done.

Management body of knowledge or discipline is based on general principles
which are variable in terms of business practice, Management discipline should allow
for the fact that management may be practised in similar terms in all kinds of
companies by all kinds of people. It is universalistic in character.' '

Alternatively, management, instead of being a body of knowledge, 15 something
which managers do.? These tasks contain fulfilling the specific purpose and mission

{_ Allen, Louis A., Management and Organization. P. 8 .
3. Urwick, Lyndall F., The Pattern of Management, 1957 . 3
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of the institution, making work produciive and worker achieving, and managing
social impacts and social responsibilities?, Drucker insists that the focus of management
must be on the tasks.?

The scholars have logically and comprehensively grouped the tasks into several
'fum:l,inns, ViZ., ]:nlannir_lg, Organising, controlling, motivating, ieading and
communicating. Managers carry out these functions using the systematised hody of
knowledge, This course sees management at 4 function, known as Process Approach
to management. Thus management is a distinet field ol knowledge and managing is
a distinet kind of work, - _

However, this distinct kind of work js carried out as a group effort, individualg
managing their own affairs is not the right context of mamagement’. Management
divorced from organisation is no management®, M dnagement is practised within an
organisation where group efforts fructify,

1.2 Definition of Management

The Process Approach emphasises upon the art of doing the managerial functions,
50 it is logical to use the term “managing” in liey of management. Managing is “the
creation and maintenance of an internal environment in an enterprise where mdividuals
warking together in groups, can petform efficiently and etfectively toward the
attaiiunent of group goals”. Such an internal environment can be created by performing .
. the managerial functions noted carlicr. The definition takes care of the group effot
aspect which is exerted within an organisation and the aspect of organisation goals,
1.2.1. Basic Management Functions

Manhagerial {unctions are performed by all managers right through the first level
to top level management. The coverage and significance of their functions depend

upon the level of hierarchy at which they arc performed, A bird’s cye view about
them is given below,

Drucker, Peter F., People and Performance - The Best of Peter Drucker, 1978, p. 28
Ibid, P. 35

Kust, Fremont B, and Jamees E, Rosenzweig, Organization and Management : A system Approach,
1970, 7, 6 ; j

f. Drucker, Peier B, The Best of Feter Drucker, P, 27, Also Hersey, Paul and Eenneth H, Blanchard,
Management of Organisation Behavior; Utilizing Human, Resource, 1986, P, 3

s |

7. Koontz, Harold and Cyrill U’ﬁmme]i, Principlas of Management : An Analysis of Managerial
Function 1972, P, 1



Planning

Planuing function demands that managers think through the orgamsation’s goals
and actions in advance. It involves selocting objectives, strategies, polices, programmes
and procedures gither for the entire :jrganisatinn or for a segment of it. Plans are
guides by which (1) and organisation obtains and commits the resources necessary
to attain its objectives; (2) organisation’s members carry on activitics consisient with
objectives selected: and (3) the organisation MOnLors progress towards the objectives.

Planning lunction starts with the selection of goals for the catire organisation.
Goals are then established for each division, department ctc., down the organisation
hierarchy, Matching strategies, policies, 'pmg;rm_mncs and procedures are. decided
after considering their feasibility. g

Planning always refers to a time Jimit within which it must be completed. Time
horizon for a supervisory level plan normally is 4 day and for a top level one may
be 5 years or more. Planning implies coordinated effort towards achievement of the
common objective. :
Organising

Organising involves the establishment of an intentional structure of roles. Tt is a
process of arranging and allocating work, authorily and resources among the
organisalion’s member to enable them to contribute to goal achievement. Organising
produces a structure of role relationships in an organisation. The future. plans are
pursued through these structured relationships. Thus, organisation steucture is not on
end i itsell, but an instrument for achieving enlerprise objectives. '

The organisation must fit the task — not - vice versa, An organisation engaged
in software development needs a structure different from that of an organisation
manufacturing locomotive engine.

The organisational roles must be manned. For manning, the managerial roles right
people are to be selected, trained and assigned 1o the roles. This part of organising
manufacturing locomotive engine. )

The organisational roles must be manned. For manning the managerial roles right
people are to be selected, trained and assigned to the roles. This part of organising
function in called Staffing. :

Issues involved in organising are designing the struclure, levels of management,
degree of centralisation, delegation of authority, unity of command, span of control
and line and staff relationship.

Controlling

Controlling is the measurement and correcting the activities of subordinates to
cnsure that events conform to plans. Control provides a means of checking the
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progress of the plan and correcting any deviation from it. Thus planning and controlling
go hand in hand. _

Controlling function involves (1) establishing standards of performance; (2)
measuring current performance; (3) comparing this performance to the cstablished
standards; and (4) taking corrective action. Through controlling function management
kecps the organisation om.track.

Control process is meaningless if there is no clear cut responsibility for identifying

-the arca in which deviations have occurred and (or taking corrective measures,

Control system varies with the types of factors to be controlled and their critical
importance to the activities, The more critical the factors, the more complex is the
control system. : \ :

Success of control mechanism depends upon the information syslem existing in
the organisation. The information on the critical factors relating to activities when
fed back to the manager triggers off corrective action.

Controls are used to mcasure physical quantities and monetary resulls as well.
These are quantitative measures. Intangibles like morale, loyalty and commitment to
work are evaluated as a part of control. This is qualitative measure.

Motivaling

Without enduring commitment of members organisational goals remain unattained,
Motivation contributes to a member’s degree of commitment to work and motivation
is a psychological characteristic. Motivating members of an organisation is a

responsibilily of managers. Motivating function is resorled to be managers to obtain
desired behaviour [rom their subordinates.

Human behaviour is purposive. A particular hehaviour is brought out by an
individual to satisfy a specific need and as soon as that need is satisfaclorily, not
fully, gratilied relevant behavior will stop. The needs, desires, and drives, collectively
called motives, as the springhead of action determine the degree of effort an individual
will make and channelise his effort to some objective. Tt is the task of the manager
to direct individual’s motive to a channel that helps him to fulfill his needs and in
the process helps the organisation to achieve goals. His task also includes arousal of
employee’s motive to the required degree.

Traditionally it was believed that money in forms wage, salary and incentive
schemes would motivative employees. The beliel that man does not live by bread
alone has faken shine of the money as motivator. Instead a large number motivation
theories are in currency at the present moment.
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Leading

Ieading is the process of influencing others to get the job done effectively over
a sustained petiod of time. Leading involves inducing subordinates to contribute to
organisational goals in accordance with their optimum capacily. By establishing the
proper environment within the workplace managers help employces to do their best.

A manager can provide leadership by way of personal example and inspire
confidence, and by bringing into play all those factors by which he can persuade,
convince and motivate his subordinates to bring out their hest'pe_:rfﬁrnmnca. '

Communicating

A manager while playing his informational role seeks information from others

about their jobs and responsibilities. He at the same time disseminates information

. about his own job and the organisation to those who seek them. This sharing of
information is communication.

All other managerial functions, especially a‘:rganisiﬁg and controlling, involve
communication. It is the means to unify activities; modify h_ehﬂvi'our, effect change
and achieve organisational goals. So communication is considered to be the foundation

" of sound management.

It is intcresting to note that in contrast to other managerial functions where
superiors initiate action bul in communication every person in enterprisc shares the
responsibility. It is not-only a top manager who may initiate while all others receive,
_ nor is it only the subordinate who originates while superiors listen. Thus, everyone
is a sender and a receiver of information.

The communicating function involves setting up of an effective information
system in the organisation that can emanate unhindered information flow, both
downward and upward. Every managerial position is both monitoring and
disseminating centre.

1.3 Significance of Management

Emergence of business institution is an epoch making event in western civilization,
The western socleties became gradually a business society. The plobalisation movernent
of the present day is also transforming slowly developing countries into business
society. In such a society business enterprises assumed the pivotal role in meeting the
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economical and social needs. The ‘»1gIl!IIL¢J.]'!{,E: of management m:eds. be seen in this
context.

® Management undertakes the responsibility of making resources productive
and thus helps cconomic development. Continuous economic development
mﬂcch the spirit of the modern age.

& Mumgcm:anf converts the disorganised resources of men; material, money
into need satisfying instruments. Belore management developed to the eumrent
level many needs of human society remained unfulfilled.

® Al present, advanced societies are characterised by large complex organisations,
People spend most part of their lives in organisation — they are born in
organisation, education by organisation, work lor oﬁ'gaﬂi%atiun and when die
requirc a certificate from the largest organisation, the government. Management,
keeping these organisations cfficient and cffective, helps people to live a
decent life.

® In a fast changing secial environment management as a primary force relates
the organisation to the environinent. This cnables the society to maintain the
current living standard. Based on current activities management also creates
the desirable future.

® Non-business organisations like public-service organisations are mereasingly
Using management to make themselves cffective and serve the people
efficiently.

- ® Management is considered 1o be a crucial resowrce in economic and social
development, the traditional view of development as a function of savings and
investment has lost its shine. The current slogan is “the developing countries
are not underdeveloped, they are undermanaged”™®, Adequate management can
Iree these socicties from grinding poverty.

Bemng conscious of the erucial role of professional manasement the developing
countries are vyimg onc another to cstablish management schools.

14 The Concept ;}f Social i{espunsihiliﬁes of Manﬁgement

The concept of social responsibility of management has undergone changes over
years, Intially, individual managers were required to strike a balance between their
own sense of rightcousness or ethics and the unrightous or unethical activities the

4. Drucker, Peter F, Management : Tusks, Responsibilitics, Practices ap. cit,

12



company was demanding of them. Society expecied that managers should not do for
the company what they would not do in their private life. Rejecting this view it was

proposed thal management should uphold the interests of shareholders, workers,

customers, input suppliers and the general public. This concept has also been discarded

in all business societies. In industrial socicties the concept at preseni means that

management take up the social problems created by the business while doing its

normal activities, such as pollution, and the problems of the society arising out of the

existing social condition, such as women doing family chores [ind little leisure resulting

into health break at early life stage. Business by innovating washing machine, dish

washer and home cleancr has helped to shorten the time nceded for maintaining

house in good stead, Additionally, by providing them with T.V. has made their life
enjoyable. There are many areas where management should acceplt responsibility of
solving problems created by its Hcti{‘.ﬂ'llﬂtld the problems of the society itself. The
process of integration of world economy through globalisation movement poorer

countries will experience problems as a consequence of activities of large business,

particularly multinationals. Globalisation process will also throw up new social
problems that may cripple the society. Thus the concept of social responsibility at
present does not relate to act of balancing between private ethics and public ethics
or responsiveness to a particular group-of the socicty bt to the whole society.

1.4.1. Spheres of Social Responsibility of Management

In developing countrics where society is moving towards business society,
management is urged to be responsive to the interested group. On the initiative ol the
Indian Tnternational Centre and the Gandhian Tnstitute of Studies an international
conference was held in 1965. The conference issued a declaration on the nature of
responsibility of Indian business (for that matter of management), Based on that the
following are considercd as social responsibility of management i India :

® Responsibility towards ewner. In a large companics ownership and management
are separated. Shareholders handover the task ol running the business to the
management with the expectation of safety of their capital and a fair retwn on
it. By their decisions and actions managers should instill frust in the mind of
sharcholders. The competence not only to maintain but increasingly to improve
the pmbuﬁilit}r of the company assurcs the sharcholders.

Unless the owners are aware of decisions made, activities undertaken and
results obtained they may doubt, the ability and competency reported in the
Annual General Meeting as transparent as possible with the shareholders.
According is an area of managei"s responsibility. :
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& Responsibility towards employees. The hardwork, ingenuity, Lny-dlty and

dedication of the employees make the business efficient and cffective, Managers
and non-managers all are employees. Tn addition to legal obligations to
employees management should provide a healthy environment in which
employecs can give their best, and feel a sense ol achicvement.

Responsibility towards customers, Business exists so long its products and
services can satisfy the customers. Customers expect that business makes
quality goods and service conveniently available at affordable process, The
term quality connotes different things to different people. Different criteria are
emphasised while judging the quality of a car when bought for family use, for
commercial use or for professional racing. Match between quality and price
is important since making a high (juality involves high cost. Gone are the days
when customers ran to the producer’s door for a good product; now producers
are cominlg to the customers. In a competitive market making the goods
conveniently available is one of the secrets of marketing success, Quality,
price and distribution channel are subject matters of managerial decisions. By
making the right decision in these arcas managers fulfill their responsibilities
to the customers. :

Responsibility towards society. Apart from the specific social segments with
whom the company interacts in the normal course of its business, the
management should be responsive (o its immediate environment and people
living in the vicinity of the plants. Unthoughtful release of harmful smoke and
gas into the atmosphere, discharge of toxic effluents into the nearby water
bodies, dumping of industrial wastes, and used packaging materials that litter
city open space, pollute the physical environment, The Bhopal tragedy is an
illustration of what a callous management can do to a society.

Management's responsiveness to the negative impact of the firm’s
operations or the society is one aspect of the responsibility towards society.
Some enlightencd management takes positive steps to tackled the problems of
the society. For example, TPCL, a government underfaking, . attempted to
modernise agricultural practices and promote afforestation thtough the use of
plastics in water management, drip irrigation and mulching®. IPCL’s attempts
was directed towards the solution of a problem of the society.

Y. Business India, July 28 to August 10, 1986
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1.5 Ethics of Responsibility of Management

The concept of social responsibility puts the management in a quandary. Managers
as rational beings are required primarily to sec the basic interests of their fitms. The
Firm as an cconomic unit is engaged in wealth creation. The fundamentsi responsibility
of 4 manager is to run his firm efficiently and eflectively to that end.

Social obligation is owed by individuals, not be organisations. A company does
not discharge a responsibility; it can act only through its managers. Social responsibility
is a personal attribute; there is no action without personal action. Company’s social
action is based on decisions of a manager or a group of managers. When company’s
interests conflict with the social welfare a manager decides to take which often
happens, there is confusion. Ethics may come to his rescue (o remove the confusion,

Ethics

Gthics can be defined as the collective term for principles of personal conduct.
Broadly it indicates how a person’s public behaviour does affect other persons. Being
principles, they should be universally applicable and they should also provide the
standards with which conduct of all persons may be compared. They indicate what
ought to be, rather than what really is.

There are two distinct views of ethics — ethics as normality and ethics as a way
for a good life. Ethics as normalily is fundamentally concerned with rules of
interpersonal conduct. Under this conception, ethics consists at its core, of a sel of
rules that apply to human beings over their interrelationships -with one another, and
- (hat take precedence over all other rules, This sel of rules is termed as code of
conduct, Ethics for a good life is fundamentally concerned with valucs that are
ultimately personal rather than interpersonal. Under this conception, ethics is concerncd
with determining the ends or values to be sought in a genuinely eood life and with
the means for their realisation. These two views of ethics are complementary, not
opposed to one another. ;

Ethics as morality involves a system of interrelated ideas within which the notion
of code of conduct plays a critical role. The importance of moral code is largely
conceptual rather than practical. It provides relatively little guidance to deal with
concrete moral issues. Still, moral code is paramount, universal (but not absolute),
rational and principally concerned with forbidding behaviours that tend to cause
harm. The code is relevant to moral judgment of social institutions and practices and
not of the conduct of individual human beings.
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Ethics for a god life has a lundamentaily different emphasis from ethics as
morality. Ethics for a good life does not allot a critical role to the idea of a code of
moral conduct that defines the basic obligations of human heings. Instead, it focuses
on the idea of fulfillment for the human individual. When values and morals arc in
conflict-the individual human being is put into confusion.

1.5.1. Ethics of Management

There are no universally acceptable moral rules for all the citizens of the world.
What is moral in one society may be immoral in other. Ethics differ from one country
Lo another, from one part ol the same country to another part, The situation is more -
acute for the management; at best there is professional ethics for them,

Hippocratic Oath of the Greek Physician spelled oul the professional cthics 2500
years ago as “Above all, not knowingly to do harm™, Managers as professionals
camnot promise to do good for the society, but can promise they will not knowingly
do harm. They should serutinise their words, deeds and behavious to make sure that
no harm is done knowingly.

Formulation of a code of conduct to be followed by professional managers has
not been possible in the absence of an international or national association of managers
as is found in case of medicos and lawyers. So managerial ethics is self imposed
based on the personal values of knowingly not to do any harm to the society.,

1.5.2. Management Professionalism

Close relationship exists between social responsibility and management
professionalism. Professionals normally adhere o some kind of code of ethics which
helps them 1o be socially responsive.

In various quarters doubts are harboured about whether management is a profession
like medicine or law. Understanding of ‘what a profession is’ may help lo meet the
question. Unfortunately there is no agreed definition of profession. Scholars following
characterisites approach have atlempted to identify the defining elements of profession.
All professions, even the traditional ones, fall short of the ideal characteristics. Vocation
through professionalisation process gradually becomes a profession. During the process
vocation acquires the required characteristics and as the acquisition pmccsz, continues
no profession can acquire all the ideal features.

The essential clements in an ideal profession are

L Possession of a skill based on theoretical knowledge. An internally consistent
system of theoretical knowledge il imparted and acquited through a Iength}r_
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process of training cquips the trainee with skill. The training curriculum has
_ intellectual and practical aspects.

2. Professional authority. Supecrior knowledge bestows authority on the
professional. Such authority is related only to the professional’s sphere of
competence. After testing the competence ol members of the profession sociely
approves their exercise of the authority.

L]

- Autonomy. With social approval professional group controls entry into the
profession, limning procedures, and client-professional behaviour. The control
is' exercised through the prolessional body.

4. Adherence to a code of conduct. Like Hippocratic Oath of the medical
profession, every professional body develops, administers and monitors a code
of conduct. The other side of prolessional autonomy 1s the code of conduct.
This sclf-discipline is the basis of social control and social responsibility.

5. Altruistic service culture. Professional instead ol functioning for self-interest
should be prepared to render service to the clientele.

In management a systematic body of knowledge is being continuously developed,
Universities impart this knowledge, manager’s authority has been legitimatised and
sanctioned by the society, a member of professional bodies have talen root and a
rudiment of self-discipline is discerned. Nevertheless management is not yet a full
profession like medicine, it is moving in that direction.

1.6 Managing — A Composite of Art and Science

Often a question is raised whether managing is an art or a science. Managemenl
when considered from traditional management viewpoint this debate becomes relevant.
The answer cannot be either-or. Let the question be probed.

Managing as Art

Barnard says that “the function of the arts” to accomplish contrete ends, alfect
results, produce situations, that would not come about without the deliberate cffort
to secure them. These arts must be mastered and applicd by those who deal in the
concrele and for the future!®. Managers aim to accomplish the desired concrete result
in the future. This result is of the total business enterprise, not of parts of it. The
enterptise is a system—a system, the parts of which are human beings contributing
voluntarily of their knowledge, skill and dedication to a joint endeavour, Voluntary
contributions from human beings can be obtained by using a know-how based on

14, Bernard, Chester I, The Fun af the Executives, 1982, Reprint, p. 290,
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talent, expérience, vision, imagination, courage and characters ol the managers.
Managing involves rl‘:.k taking and decision-making jobs. They are han{iled by applying
know-how. Application of know-how is an art.

The art of managing is not a black art, rather a creative art. Successful manager’s
ability to provide a large varlety ol solutions to sense problems, to respond to a
problem [vom a varviety of viewpoinis and to use a var iety of approaches in sol ving
problem is the manifestations of their creativity. Justifiably some one has defined
management “as the art of guiding the activitics ol a group of people toward the
achievement of a common goal™!, 1t is an executive art,

Managing as a Science

Traditional management developed a set principles and relied on it for managing.
These principles were developed by practising managers by reflecting on their
experiences ol managing. When encountered a problem they hypothesised a solution
and applied it to several similar situations. If found (o be a workable solution it was
declared as a principle. Fayol, Mooney, Alvin Brown, Sheldon, Bamard, Uhrwick are
pioneers in this regard. Because of differences between their individual experiences
the principles they developed did not converge, rather sometime they contradicted
onc another. Nevertheless, the method they adopted to develop the principles were
more or less scientific, So rudiment of science underlied the traditional management
principles. After World War Il scholars from various sciences took interest in
management study and two streams of sciences took root in management. They are
Behavioural Sciences and Management Scienees.

Management Science is considered as a basic extension of Scientilic Management
of Taylor but with modification. It considers management as an economic-technical
system, It developed with contributions from econometrics, engineering, mathematics
and statistics, Ifs primary emphasis is on the establishment of normative models of
managerial behaviour for maximising efficiency. This view [ocuses on the manager
as a decision maker,

- Behavioural scientists emphasis the psycho-social system with: primary
consideration of human components of the organisation. It is more concerned with
ihe real world situation and less interested in establishing normative models, Its
hurnanistic view may tend to depreciate cconomic and technical considerations,

Both streams independently contributed much to modify traditional management

practice. Because ol the lack of convergence of the two streams of science there is
hesitation (o label managing as a science. There is a silver lining in the horizon that

11, Clough, Donakd 1., Concepts in Management Sciences, Tndia Reprint 1980, P, 2.
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the two are approaching one another; one day in future they will be unified. May be
in future management pmctlua will be a science. Doubl 15 harboured about this
pmmbﬂny *To be sure, mmmgmg will ;11wayq remain somewhat ol an art™!2,

1.7 Evnlutiun' uf Management Th{mght

A systematic body of management knowledge is the product of nineteenth and
twentieth centuries, Most of the carly contributions to this body came [rom practitioners
and the theorists came later. However, the development of management thought was
relatively slow. 1t evolved by stages and each stage viewed management in a patticular
way. These stages broadly arc Classical, Human Relations and Modern. A bird’s eye
view of these stages are given below :

1.7.1. Classical Stages

During this period three streams of management thought flowered
—  Scientific Management, Administrative Management and Bureaucratic
Management. '
® Scienfiflic Management

Scientific management was an innovation of Frederic Winslow Taylor {135{-’:-
1915) who was a practising manager in the U.S. He is acknowledged as the founder
of modern management. His principal contribution to management thinking is his
insistence upon the application of scientific method. Management science can be
traced back to scientilic management. However, Taylor did not develop a broad
general theory of management. Nevertheless, his idea revolutionised the field of
industrial management of the day during the early years ol twentieth century.

He enunciated four basic principles :

1. The discovery of a true scicnce of management by using scientific method.
Once the basic elements of a work are identified the best way of doing can
be discovered.

9. Scientific selection of workers best suited to performing the specilic tasks
and training them in the most efficient method for performing the work. This
principle relies on the view that worker is an adjunct to machine. '

1 The division of work between management and workers so that cach would
perform his duties for which he is best suited. This principle led to the idea
that management would be doing planning and organising jobs and workers

would be doing the operations.

12. Drucker, Peter F., Technology, Management and Society, Pan Book, 1972, F. 174
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4. Hearty cooperation of management and wmkm to accomplish work in
accordance with scientilic method.

Taylors insisted that not a single bul a whole combination of these principles
constituted scientific management. He warned against confusing the mechanisms of
management with the philosophy of scientific management.

Teig,dm"q scientific management is not a general theory but contributed to its
development. His idea helped the Administrative Managemant theorists to develop
a conceptual framework for management and organisation theory. These include
precise description of authority and responsibility, separation of planning from doing,
the functional organisation use of standards for controlling, financial incentive system
for motivating, the principle of management by exception and task speciasation. His
emphasis on rational rules and procedures surface in the form of rationality in

bureaucratic model.

Taylorism is criticised for assuming human workers as adjuncts (o machine who
it well oiled by incentives would work like a machine hours together,

@ Administrative Management

Henri Fayot (1841-1925), a French industrialist, developed the earliest
comprehensive statement of general Hldt]dgf:ﬂl@ﬂ[ Perhaps he i is the real founder of
modern management theory.

- Fayol as a practical man with clear vision and understanding defined administration
in terms of five elements : planning, organising, commanding, coordinating and
controlling, The process approach in management is founded on these five elements.
He firmly believed that all human undertakings required all these elements irrespective
of their size and nature of work. This emphasized the nniversality of management.

Besides the elements Fayol formulated a set of fourteen principles as guidelines
for the manager. The elements and the principles together complete his 1heu1y of
management. The principles are about.

1. Division of work ' 8. Centralization

2. Authority and résponsibility 9. SCalar chain

3. Discipline 10. Order

4. Unity of dircction " 11. Equily

5. Unity of command 12, Stability ol tenure of pmunnel
6. Subordination of individual 13. Initiative

interest (o the general interest

7. Remuneration 4 Espirit de corps
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. Fayol’s most significant contribution to management thought is found in the
following : :

® Universality of management
® Comprehensive theory of management
® Concept of teachability of management as a distinct learning subject.

His principles, particularly ‘Unity of direction’, “Unity.ol command’ and
‘Commensurability of authority and responsibility’ are still widely used in organisation.
Critics accuse him for his obliviousness about human factor in his writings,
@ liurgaucratic Management

Max Weber (1864-1920), a German sociologist, developed a theory of bureaucratic
management. In this theory he considered an ideal organisation to be a bureaucracy
whose activities and objectives are rationally established and divisions of labour arc
explicitly spelled out. An ideal organisation is a bureaucracry. Bureaucratic model
possesses cerfain structural characteristics and norms which are used in every complex
organisation. In burcaucractic organisation authority is derived from the position in
the organisation. In such an organisation rules and regulations prevail, positions are
organized in a hierachy of authority, technical competence is emphasised and
performance evaluation is made on the basis of merit. i

~ Weber’s bureaucractic model provided the theoretical framework for much of the

current theory of complex organisation. However, it is highly mechanistic and is
consistent with the formal organisation strycture established by administrative
management theorists,

1.7.2. Human Relations Stage

This stage of management thinking is also known as behavioural sciences or
Jeadership approach. The classical stage failed to recognise the importance ol human
aspeets in management. The practice based on earlier thinking could not ensure
workplace harmony and sufficient production efficiency. Classical school of thought
did not recognise people in management and organisaton as a social-psychological
being. Human relationists focused on the individual and his motivation, The human
relations movement grew out of Hawthorne Experiments conducted in the U.S. by
Eiton Mayo (1880-1949) and his associates.

The behavioural scientists developed their thinking accepting the hierachical
organisation structure. In any case, human relations approach is not a cool tool to be
used in managing people in an organisation. Rather, it is a framework and a way of
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thinking; a philosophy that helps to shilt thinking from authoritative form of
management to one of incﬂrpuratihg the individual. It depicted management
organisation as a social system, and brought to the fore the existence and importance
ol imformal organisation, small and large groups, and group dynamics. This way of
thinking paved the way to explain management as a social process. The idea of
participative management sprouted from the concept of social process,

1.7.3. Modern Management Theories

During the second half of the twentieth ;CEIIHII'}? a good number of management
theories gained popularity. It is not necessary to discuss all of them for the present
purpose. Only a bricf idea about two of them is given here. They are systems approach
and contingency approach. ;

Systems Approach

Systems theory of management views the organisation as a unified, purposeful
system composed of interrelated and interdependent parts. It asks managers to look
at the organisation as a whole and as a part of a larger external environment. The
theory tells that the activity of any part of an organisation affects in varying degrees
the activity of every other part. Management endeavours to attain the desired purpose
by using the three basic organisational subsystems-strategic, coordinative and operative.
The siralegic subsystem designs comprehensive system and plans keeping in mind
the long-run nature of organisations. Making arrangement for the appropriate resources
for achieving desired goals is its another task. In the operating subsystem the primary
task is accomplishment of stated objective effectively and efficiently. The coordinative
subsystem is concerned with integrating internal activities. It facilitates for the
managerial staff to coordmnate functions being done in the operating subsystem.: Thus
systems approach, m a sense, is a managerial style. :

- The approach is complementary (o process model of management in the sense
- that the managerial functions are performed with a systemic view,
Contingency Approach :

Management's task is to identify the strategies and techniques that best contribute
to goal accomplishment. Managers experienced that the same set of strategies and
techniques was not equally effective in all situations, circumstances and time. They
accordingly postulate that the context in which management is practised determines
~ the success of otherwise of strategics and techniques. The contingency approach

views that the management strategy and technique that best contribute to the attainment
of the desired goals vary in different situations. '
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The context of management consists of such variables as the general s0Ci0-
political and economic environment, culture, the naturc and imcnsity of competition
the rapidity of technological change, the size; ownership and the natire of products
otc. The contextual variables provide opportunitics and constraints, facilitate
functioning and create problem for the management. For remaining effective nmnagci-s ;
always attempt (o adapt their straligies and techniques Lo the changing contexL.

1.8 Exercises

Define management.
_ Give a brief account of the managerial functions.
. Why is management considered important in today’s society?

 What do you understand by the concept of social mspﬂnﬁibilily of management?

1
%
3
4
5. Can you identify the spheres of social responsibility of management?
6. 1s there ethics of responsibility of 1na11agcmenﬁ

7 Is management a profession? Argue your Casc.

%, Ts management an art or a science? ' :

9. Management 1s a cmnpn:_:sii.e ol art and science, comment on the statement,

10, What ate the stages of evolution of management thought? Name the theories
that evolved during cach of these stages.

11. Give an idea of Scienufic Management.

12. What are the contributions of Fayol to the development ol nmnager-ncﬂt theory?

13, What are the essential elements of bureaucratic organisation? i

14, How are people in the organisation treated in Human Relation approach to |
management 7 ;

15. [fow is the organisation viewed in systems approach?

16. Give the basic idea of contingency approach to management.
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2.1 .II_ltl'ﬂduﬂﬁﬂll

Planning today is a houschold word. Students plan their ‘career, parents plan
family’s future, politicians plan their political activilies, government and also other
organisations plan. Plan for what? To attain a desired state of condition in future.
Future is most often unpredictable and forces atfecting the future are most of the lime
beyond control. Unplanned future is a gamble. Thus, planning is conscious

determination of future.
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Planning presupposcs the existence of alternative courses of action to atlain the
desired results. Tt involves deciding in advance what to do, how to do it, when to do
it, and who is to do it. It makes things to occur which otherwise will not occur on
their own. Tt bridges the gap between the present and the future.

Planning in business is a managerial function. Tt provides direction to all other
managerial functions. All managers perform it. The nature, time frame, coverage of
the plan depend on the level at which it is to be performed. Top management’s plans
gencrally are of long-term and cover the whole enlerprise; middle level managers
plan for their functional areas; and the [irst level manager’s plans are meant for their
NArrow SUpervising areas. :

Always there exist alternative courses of action fo atlain the goals in future.
Planning accordingly is a choosing action. Deciding which alternative to follow is at
the heart of planning, Planning heavily relics on forecasting. Failure to forecast in a
fats changing world jeopardise the future of the enterprise. Globalisation has put the
business in a turbulent situation. Mind that changes offer hoth opportunities and

constraints. Near accurate forecasts help the enterprisc to avoid the constraints and

avail of business opportunities.

Planning starts with the setting of objectives and the formulation of goals to be
attained. Goals are derived from the analysis of the existing situation of an enterprise.
Goals determine what to do, when to do it, how to do it and who will do it.

Planning starts at the top. Low level plans are formulaie within the framework
of the all-encompassing top level plan.

2.2 Definition

A plan is a predetermined course of action to be undertaken in some future time.
Esscntially, a-plan has three characteristics, First, it must involye future. Second, it
must evolve action. Third, there is an element of causation in the sense that someone
must undertake the future course of action.

2.3 Significance and Limitation

The needs of a business enterprise that planning serves make it significant. For
the following reasons planning is-important : :

|. Uncertain fulure. In the fast changing dynamic business world future is
uncertain. The uncertainty can be encountered by [orecasting the future Forccast
brings preparedness for the happenings in the future.
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2. Goal directed action. Planning sets up the objectives and goals — hoth long-
term and short-term — of the enterprise. Rﬂmumu% are commilled and actions
are directed to attain the goals.

3. Economy in ﬂperafimes. Planning consciously selects the best possible course
of action and so there is little possibility of mistake. Managerial mistakes are
enormously costly. Economy in operations is achieved by planning,

4. Coordination in operation. Business operations are conducted by various
groups of people focated at different divisions, A well-considered plan embraces
and unifies ali the divisions and groups within divisions.

5. Control through performance standards. Plan provides the standards of
performance. By comparing the actual performance with the set stundards the
possibility ol goal achievement can be measured.

6. Competitive edge. Globalisation has thrown up opportunitics and threats to
business. The ability to cope with the threats and avail of opportunities arc the
real tests of managerial competence. Acule competition is the hallmark in
globalised business world. A well-laid plan equips the management to face
the challenge.

Limitations

Planning also has several limitations, They arc as follows

1. Cﬂmpie.rity of the situation. Plan is preparcd by analysing relevant and not
s0 relevant information, Obtaining the necessary information is not only difficuit
but also costly. Accurate information for the plan covering immediate or near
future are easily available but so for the long-term plan. This lnmmtmn is
important, bul not unsurmountable.

2, Curbing individual freedom. Policy and procedure elements of plan curb
individual freedom. Accordingly individuals are devoid of freedom of thinking
and doing. Plants stifle individual initiative by making the jobs of straight
jacket type. Consequently, planning leads to internal rigidities.

3. Time consuming and expensive. Critics of planning argue that planning
cxercises are time consuming the expensive. Planning may sometime be a
costly fad. However, this limitation is not a real onc.

4. Futility. Tn a fast changing business world planning exercise is futile. The

predicted future, the basis of a plan, may not come by as thought of. All the
resources and time invested in the implementation of plan are lost consequently.
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Zél Palciples of Planning

To plan well, to make plans that will succeed, planning must take place in the
context of some fundament principles. The following gencralizations may be
considered as a set of principles of planning : '

1. Principle of contributing to objectives. The purpose of every plan is to facilitate

the accomplishment of enterprise objectives, otherwise it has no need. The
principle derives from the nature of organised enterprises which exist for the
accomplishment of group interests through conscious cooperation.

2. Principle of coordinated and integrated plany. Plans made at different authority
levels and for different time ranges (viz., short and long term plan) need
integration. Unless the lower level and short-range plans contribute to the
objectives of higher level and long-range plans the future of the enterprise will
go astray. S0 need for the integration and coordination among all the cuwrrent
plans can not be overemphsised.

3. Principle of primacy of planning. Planning is the essential prercquisile to all
other managerial functions. Since the organising, communicating, motivation,
leading and controlling functions are designed to support the accomplishment
of objectives planning Jogically precedes these functions. :

4 Commitment principle. Decisions lie at the cote of planning and a decision

is a commitment of funds and direction of action for a length of time in future.

As planning is an excrecise for the future done at the present, enterprise commits

fund for the plan period. So the commitment must be cconomically justifiable,

(hat is, sunk costs should be cecoverable. Commitment principle implies that

“planning 18 not really planning for future decisions but rather planning the

* future impact of today’s decisions”!. This principle answers whether plan
aceds be made for a short or long period.

5 Ilexibility principle. The ability 10 change a plan in a situation of env ironmental
change or plan failure adds strength to it. Tn-built flexibility 1s critical when.
commitment is great for longer time petiod. The more the flexibility built into |

: plans. the less the danger of losses caused by unexpected events in the future.

1. Koontz, Hared and O'Donnell, Principles of Management ; An Analysis of Managerial Functions
1072, B 131 :
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6. Principle of Navigational change. Adaptation of a plan to current actions
demand continuous redrawing of it A long-range plan covering ten yéam
ahead should be periodically checked on cvents and cxpectations; if found
changes arc warranted it should be redrafted. Built-in flexibility as per flexibility
principle does not help automatic revision of the plan,

2.5 Eleme}lts of Planning

The constituent elements of planning comprise several individual plans bound
together in a consistent structure of operation, As stated carlier planning starts at the
top. Top-level management makes on overall or comprehensive plan. Within (he
framework of the overall plan other elemental plans are developed as subparts of the
total endeavour. Such elemental plans include, :

1. Objeclives

Objectives are end points of planning as well as they act as the aim of other
managerial functions. Selection of objectives involves the full process of planning as
any other type of planning. In this sense objectives are plans, plans for the
entire enterprisc.

Normally, enterprises have more than one objective. Somelimes there may be a
conflict hetween objectives, for instance, between objeetives of profit and market
share, Resolution of such a conflict is important. A decision needs be made to accord
priorities of them. Further, objectives are to be set for each level = corporate level,
business level, divisional level, departmental level and ultimately, individual level.
Among the level-wise objectives there must be compatibility, that is each lower level
objeclives act as a means for the next higher [evel objectives. Thus objectives are a
means-cnd chain. )

2. Strategies

Strategy refers to decisions concerning the future of an enterprise defining its
direction and scope in the long run. Tt is defined as, “the pattern of an organisation’s
response o its environment over tHme”, The specific path of action chosen from
among the alternatives available by the enterprise is referred to as stralegy. Strategy
denotes a general programme of action and deployment of resources to attain the
overall objectives. Search for appropriate strategy alter setting the firm’s objectives.

The time horizon for strategy is long and its formulation has a far reaching
impact on the survival and growth of the business. Choice of stralegy implics

28



interaction with the environment. Since the elfectiveness of an enterprise is affected
in an important by the changing environment, appropriate strategy must be linked to
it. And this linking can be done by the top management only.

However, strategy docs not attempt 1o outline exactly how the enterprise is (o
attain its objectives. This task is taken care of by programmes. It is considered to be
a type of plan because it provides guidance for planning.

The specific steps involved in strategy formulation are :

® External-internal analysis. Such an analysis helps to idenlify the really

meaningful opportunities and threats arising out of changing environment.

Opportunities and threats are agsessed in the light of the enterprise’s existing
and potential strengths and weaknesses,

® Generating alternative strategies. All possible strategy allernatives are
generated at this stage which can fulfil the objectives already set.

® Evaluating the strategy alternatives. Management evaluates the alternative
strategies in the context of the firm’s aspirations; internal stremgths and
weaknesses, and the environmental threats and opportunities.

® Stratepy choice. The feasible strategy is chosen that helps the [irm to achieve
the objectives.

Strategy has been discussed later in more details.
3. Policies

Policics are also plans as they are guide-to thinking and actions of the subordinates.
They pertain either to internal ‘operations or to those decisions which have to be make
internally but vitally affect the implementation of strategy and achievement of
objectives. Fundamentally they are aid fto stralegy implementation. Since they are
guide to thinking in decision-making, policies must allow for some discretion,
otherwise they would be rules.

Policies predecide issues by sefting common parameters and criteria for decision-
making in different situations at different levels of the management, Flexible and
fully accepted policies arc an important tool for management for cnsuring smooth
running of the day-to-day activities of the enterprise.

There is sharp distinction between policy and strategy. Policy is a guide to the
thinking and action to those who make decisions. On the other hand, strategy is
concerned with how to use available resources to secure the objectives in the [ace of
difficulties. :
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4. Programmes

A programme is a single-use plan that covers a_ relatively large set of repetitive
activities. It outlines (1) the major steps required to attain an objective, (2) the
organisation’s unit or member responsible for each step, and (3) the order and timing
~of each step. It relates to activities rather than 1o decisions, Tt may help in making
strategic decisions but are not concerned directly with operating decisions, A specific
; programme constitutes a complex work set. -

5. Procedures

Procedures are standing plan that lay customary methods of handing all future
regular activities, Programime schedules activities and procedure establishes the specilic
method and sequence by which an activity has to be performed. They are guides fo
action, not to thinking. They aid implementation of & programme by ensuring that
each operation if completed within the scheduled time. Procedures in management
parlour arc referred to as standard methods or standard operating procedure,

6. Rules

Rules are standing plans that detail specific and definite actions to be taken in
-a given situation. They are guide to actions but do nol 5p301f}r the ume sequence like
the procedures.

7. Budgels

Budgels are statements of financial resources allocated to specific activitics for
a given period of time. Making a budget is an exercise in planning. A budget is often
called profit plan.

2.6 Types of Plan

There are several bascs for categorisation of plans. Koontz and O'Donnel]l used
“breadth of planning”™ for identifying the types of plans®. The types identified arc
objectives, strategies, policies, programmes, procedures, rules and budgets, Kast and
Rosenzweig used for classificatory purpose repetitiveness, level, scope and time?.
Since Koontz and O’Donnell’s types have been dealt with carlier as elements of
planning, the second set of bases are used to indicate types of plan,

2. Koontz and O'Donnel, 1972, op. cit., B, 116
3. Kast, Fremont B and James E. Rosenzwelg Organization and Management, 1970, P. 443,
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1. Repetitiveness

Firms Face certain problems over and over again and some others once i a

while. Using repetitive nature of problems plans may be classified. In the face of
nongepetitive problems single-use plans are made to fit the specific situation and they
hecome ohsolete when the specific goal is reached. There is hierarchy of single-use
plans ranging from major programmes, projects and special tasks to detailed plans.

For repetitive problems plans are made to have continuous usefulness. Such

plans are often standing plans. 'They include policies, methods and standard operating -

procedures. They are designed to cover the variety of repetitive situations which the
firm frequently faces. Policics are the broadest of the standing plans; methods and
procedures are less general than policies.

2. Time

Depending upon the time horizon of plans they be classified as long-range,
medium-range and short-range plans. The time period for plan varies from firm to
firm — what is considered as a long-range plan in a firm may be a short-range one
in another firm. Long-and medium-range plans provide a [ramework lor short-range
plans, which ordinarily refers to-current opcrations.

3. Scope

The degree of complexity of variables taken into cognizance while making plans
determines the scope of a plan. The broader and complex variable include societal
clements such as, sociopolitical considerations, legal aspects, technological situation
and cultural trend. The complexity of broader variables is one of increasing uncertainty.
The plan that considers these variables are broader in scope and is termed as master
plan. Within the framework of a master plan other more detailed plans are made the
scope of which is-narrower. AS the scope narrows, uncertainly also decreases. Using
- the scope plans are classed as comprehensive, project and functional plans.

. 4. Level

Managers of all levels make plans. Top-level manager’s plans are broader in
scope and cover longer time horizon. This comprehensive long-range plan conslrains
scope and time horizon of plans made at lower levels. Under a comprehensive
institutional plans subplans arc made at level down the organisational hierarchy.

2.6.1. Strategy

Considering the crucial tole strategy plays in ranning the modern large complex
firms it seems neeessary to devote some effort to clarily the concept of strategy. In
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ancient time Greek generals used the concept. To them coneept of strategy had two
components-planning component and action component, The two components together
form the basis for the grand strategic plan,

Strategy is defined as “the determination of the basic long-term goals and
objectives of an enterprise, and the adoption of courses of action and the allocation
of resources necessary for carrying out these goals™. The definition puts emphasis
on two aspeets of strategy-the long-term goals of the enterprise, and commitment of
resources and determination of the courses of action suitable for goal accomplishment.
Strategy does not outline how exactly goals would be reached which is taken care
of by operational plans, Strategies are formulated at three level-corporate, business-
unit and functional.

Corporate Strategy

Corporate strategy of a company (1) determines, shapes, and reveals its objectives,
purposes or goals; (2) produces the major policics and plans for achieving these
goals; (3) defines the business the company intends to be involved Corporale strategy
usually applies to the whole firm, remains effective over a long period of time and
commiits a significant part of the company’s resources to expected outcomes, It
probably defines the central character and image of the company. Some aspects of
the Strategy may remain unchanged over a long period of time. like commitment to
high technology, and other aspeets change along with the environmental chﬁnges,
such as, manufacturing process.

Business-Unitl Strategy

Many companies operale several businesses. For example, Procter and Gamble
of U, 5. has several product lines, viz., detergents, tooth paste, bar soap and tissue
paper. Each of these lines covers a good number of brands. Top management has
difficulties in organising these varies activities. For effective management company
identifies its strategic business-units for each line of product and makes strategic plan
for cach such units. Resources are assigned to them, Thus for each line of business
activilies are grouped as independent business unit. The corporate level strategy
provides a sel of guidelines for the units which develop their own strategies. The
corporate level then reviews the units’ strategy and negotiates changes, il necessary.

Functional level strategy

Functional level strategy is formulated for each function such as, production or
markeling associated with each business units. This is effected within the framework
of business-unit strategy. .

4, Ch:u{d[em A D,"Sr., Strelegy and Structure, 962, P, (3
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In conclusion it should be noted that since Waorld War 11 the idea emerped that
strategic planning and acting upon those plans constitute a separate management
process-the process of strategic management. Strategy as a grand plan, it is believed,

can help management in facing two difficult business situations-rapid changes in the

interrelationship between the enterprise and its environment, and the rapid growth in
size and complexity of the organisation.

2.7 Process of Planning ' .

Plans provide a means for both: individuals and organisation (o come to grips

with the future and establish de!'ir_iitc_ COUrses of action. A logical approach to business
planning should include the following sleps :

1 Perception of Opportunities

This is not strictly a step in the planning process, but the real starting point in
planning. Plan determings 4 course of action to be acted upon today to obtain the
desired results tomorrow. So what the future will unfold is to be looked at. It may
throw up opportunities ot threats or mix of the both. Further the enterprise is required
(0 be aware of its strengths and weaknesses. Planning requires realistic diagnosis of

: them.

2. Developing Objectives

Developing objcctives for the entire enterprise and then for the subordinate units
is the first step in planning. Objectives are the resulls expected to be accomplished
by the network of strategics, policics, programmes, procedures, rules and budgets.

Enterprise objectives are the master or major plans, which in turn govern the objectives

of minor plans.

'3, Appraisal of Planning Premises

Premises refer to forecast data of factual nature, relevant basic policies and the
cutrent plans. They arc anlicipated environment is which plan will operate.

Premises include basic forecast of population, costs, prices, production; markets
and similar matters. Premises also emerge from the existing plans and policies. As
one moves down the organisation hicrarchy each higherlevel plan becomes planning
premises for the next lower level plan. As the future environment ol plans is very
complex only the critical aspects of il should be considered as premises.

Premises can play the role of pivot if the same sct of critical premises are used
by all managers. So an agrecment to that effect becomes necessary.
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4. Tdentifying Alternative Courses of Action

The third step involves a scarch for and examination of alternative courses of
action. It is generally believed a specific objective or tarpet can be reached following
several courses. All these alternatives may not be always apartment: they are to be
searched for. Several techniques are available for the purpose, such as brain storming,
synactics, nominal grouping and so on. Ilowever there is a limit to the number of
alternatives that can be examined. So those alternatives are selected that prormise to
yield the expected resulis. '

5. Assessment of the Consequence of Each Alternative

The fourth step is concerned with the task of finding out the consequence of each
allernative. Hach alternative is subject to various premises and objectives. One course
may appear to be profitable but is constrained by some force, So all the alternative
courses are not cqually yielding result. So by weighing their merits and demerits they
are ranked. _ :

6. Choosing an Alternative Course

Choice of an alternative is the fifth step. At this final step the plan is adopted. -
Depending upon the analysis of the consequences made at the fourth siep more than
onc plan may meet the contingencies but only one is adopted.

' Planming process as has been outlined above suggests that planning.is simply a
rational approach to the future. The truth of this suggestion has been evaluated later
on in this module.

2.1 Plalming' premises

Planning premises provide the planning framework and the framework
circumseribes the planning function. Such premises are of two categories external
and internal. Some premises are quartifiable, ic., tangible and others are not
quanstifiable, ie., intangible. Again, some are controllable and some are beyond
control of the company’s managers.

@ External premises

External premises fall into three groups : (i) the general business environment
which includes economic, political, social, technological, legal, and cultural
conditions; (i) the product market which includes conditions that influence

: demand for product and services; and (iii) the factor market that deals with
land, labour and capital, T
Each of the components of the business environment influgnces planning
either favourably or unfavorably. Better economic condition improves the
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purchasing power of the people. Political instability has undesirable impact,
rapid technological change may spell down for the enterprise using obsolete
production process, government policies with regard to tax or control change
the business environment. Managers have to forecast, though difficult, external
environment that will evolve during the plan period.

@ Internal premises ,
Internal premises include a host of elements such as, capital already sunk in
fixed asscts, strategies, policies, major programmes currently in place, approved
sales forecast, organisation structure, values and cthos of top management,
and many others, '

Large investment made in fixed assets tends to have long-run influence on -

future plans as it cannat be recovered except through use. As already pointed

“out cxisting strategies, policics etc., delimit manager’s sphere of decision-
making. Sales forecast, projection ol expected sales over a period of lime,
once approved and being in.use also act as premiscs. Values, the standard of
judging what is good and what is not, of top-management immensely. aflect
choice of alternative course of action and policies. Managerial ethos, the
characteristics way of their behaviour, creates a specific organisational climate
which has impact on planing. As effective implementation is constrained by
the existing organisation structure, course of action to be chosen must be in
conformity with the structure.

2.7.2. Forecasting

Premises, as noted carlier, are forecast data of factual nature. Pﬁr_nﬁ.r-:es pertain to
external and internal environment. Forecasling the future of the environment is a
prerequisite for developing realistic premiscs. Techniques for -the purpose are
developing. Some such techniques are briefly indicated here.

Economic forecasting

Among the various techniques available for forecasting the markets in which the
company operators, Input-Output Analysis appeats to be most promising. Developed
by W. W. Liontief in mid-fortics of the last century, the Analysis shows the
relationships of industries to one another and their sharing of gross national product
by calculating the purchases and sales made between industries. Experts normally
assist the management to obtain economic forecast data following this technique.
Technological forecasting

Rapid change in technology makes product and production obsolete within a
short time period. Failure to use the latest technology will leave the company way
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side. Technological forecasting can be made in a better way by using, Delphi technique.
Developed by Olat Helmer of Rand Corporation, the technique has earned some
scientific credibility. 1t involves several steps.

L.

3.

A panel of experts are selected who are located at different places without
requiring them to mect face-to-face. -

* Each expert mmnymuuély is asked to make a forecast as to what he thinks
will happen and when in various areas of new technological developments

or discoveries. The question is put in the from of a questionnaire.

After Dbtammg the answers from the panci members they are complied
and the compﬁmte results are sent back to them. The. anonymity is
maintained.

Pancl members further work on the composite results and make further
estimates of the future. This process is repeated several times.

The converged opinion is taken as the acceptable forecast.

Social and Political forecasting

Demographic forecasting is a part of social forecasting since demography is
studied over a long period. Researchers now forecast population growth trend, But
lorecasting the other facets of social conditjon is not difficult enough. Political
forecasting is similar by tough. However, Delphi technique may be used here with

profit.

Sales forecast @

Techniques used for forecasting sales are classified into five groups : (1) the jury
of exceuting opinion method, (2) the sales force composite method, (3) consumers’
expectation method, (4) statistical method, and (5) deductive methods.

@ The Jury of executing opinion method

Sales estimales are obtained from various officers and then are pooled. Based
on these the chiel executive or the president finally makes the forecast, This
. is the oldest and the simplest method,

@ Sales force composite method

Under this method salespersons are asked to make sales estimates for their -

territories, These eslimates are reviewed by the area sales managers. Further
. more, head office sales managers check the estimates. The estimates thus

found are useful and valuable inputs into the company's forecasting ellort.
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® Consumers’ expectation method

Under this method consumers’ intentions to buy is surveyed. Intentions though
| : are not actual orders, still provide a strong basis for sales forecasting. The
method is feasible where the number of customers are not numerous and are
concentrated over a small area,

® Statistical method

Time-series analysis, correlation analysis and mathematical models are some
of the variants of statistical methods. To make a time-series analysis the
analyst summariscs sales data in terms of unit ot rupee of the last several
years. Using the year-wise data the forecaster projects-the future sales volume
by extrapolation. The extrapolated figure may be considered to be the sales
forecast if the past trend continues without being disturbed by new market
force. The analyst must correct his forecast if he anticipates emergence of an
important matket thal may influcrice the past trend. '

Another variant of statistical method is correlation analysis. It atlempts to
establish relationship between compaty sales and one or more other factors.
Such other factors may be gross national product, national income or consumers’
disposable income. Correlation between them normally exists either directly,
or with a lag or lead of a given time period.

Mathematical model attempts to depict the relationship of a number of variables
to the firm’s sales. If the relationship is ascertained with reasonable accuracy
a mathematical model can be constructed. One such model is econometric
model, which is constructed with the help of economics, mathematics and
statistics. j

.® Deductive method i

The method starts with the present sales volume, present buyers’ profiles and
tlie reasons for their buying, Then by using objective factors and subjective
judgment underlying variables of sales are analysed. Bascd on the indicators
thus obtained sales are estimated. Such estimation though imprﬁzdise and
‘ntuitive can be a valuable input if done by an intelligent and experienced brain.

2.8 Planning Failures

Failure of a plan is known objectively during the controlling function. The root
causes of such failare creep into the plan iteelf when it was being made. Unless
adequate care is taken during the planning process the plan becomes weak ab initio.

~ The weak links in the chain of planning are as follows :
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1. Planning communication

Plans are made at different levels of management. Every planner should have
access to information affecting his planning function. Information relating to objectives,
premises, strategies, policies and plans of others should be available to him, Such
information should be as specific and thorough as possible.

2. Coordination of the planning programme

Coordination of all plans made. for the firm is the key to success. Consistency
should exist between objectives and plins; between plans and their premises; between
plans and strategics, policies, programmes. Such coordination is to be established not
only in terms of contents, but also in timing. Such fi 11[111g together prevents planning
~ failure,

3. Planning participation

When managers are given opportunity to coniribute to formulation of plans
affecting their area of authority, there is less likelihood of failure of a plan. Participation
also opens access to information necessary for planning and encourages enthusiastic
excecution of the plan. ;

2.9 Managerial Decision Making

Decision-making refers to the process of identifying and selecting a course of
action to solve a specific problem. The problem-solver is required to make out a
choice ol behaviour. Decision-making relates the organisation’s conditions to actions.
that will take the organisation to future.

As decision- making deals with problems, a decision maker should possess the
ability to recognize problems. A problem arises when an actual state of alfairs differs
from a desired state of affairs. The problem finding process is often informal and
intuitive; but it is rarely straightforward. Aflter the problem has been searched out and
recognized, altermative courses of action are invented, developed and analysed. Analysis
leads to the choice of a particular course of action and the decision is implemented.
In this context decision-making sometimes is considered synonymous with managing.
Numerous problems crop up while the managerial functions, viz., planning, organising,
controlling and so on, are being performed. Managers must make decisions to solve
them.



2.9.1, Rationality and Managerial Decision-making

Problemi-solving requires a rational selection of a course of action. The rational
process of selection is considered to be one based on reasoning, one which is objective
rather than subjective, onc which is logical and sensible. In management literature
rationality implies reasonable, exhanstive and objective process, and an appropriate
choice in the light of a well-defined goal. However, Lmnpb::te. rationality can seldom
be achicved particularly in managerial activities. :

Rational choice behaviour presupposes the following :
All the problems solutions arc known, :
All information rcl'aljn'g to these solutions can be recalled whenever required.

Decision maker can manipulate the information in a series of complex
caleulations designed to provide the desired solution.
Human brain is simply incapable of doing such transactions to arrive at a rational

choice. Nowadays, computer can assist the decision maker in this matter. Nevertheless,
a decision maker settles for limited rationality.

2.9.2. Bounded Rationality and Satisficing

Herbert Simon among others proposed the concept of bounded rationality to
deseribe the factors that effect decision-making. The concept asserts that a decision
‘maker does not have complete information about the nature of the problem and its
possible solutions, adequate time or money to compile more complete information,
and ability to remember, he makes a choice which moves Lim towards his goals to
the best of his knowledge. Tnstead of scarching for the best possible solution, the
decision maker accepts the first satisfactory (in Simon’s language satisficing) decision
he uncovers. Because of the operation of bounded rationality a decision maker relies
on heuristic principles or rules of thumb for easing decision-making.

2.9.3 Types of Managerial Decisions

Managerial decisions are broadly classified into
1. Personal and Organisational decisions

2. Basic and Routine declsions

3. Programmed and Non-programmed decisions.

Chester 1. Barnard suggested the classification based on Personal and
Organisational decisions, Managers make organisational decisions to help organisation
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to achieve its goals, whereas they make personal decisions to achieve personal goals.
However, personal decisions can affect the organisaiion also.

; Basic and Routine decisions are other (wo types. Basic decisions are unigue one-
~ timne decisions usually made once in a while, relatively of permanent nature. Such
decisions commit the firm's resources over a long period of time. Such as plant
location, organisation structure, wage negotiations with trade union etc. Generally '
top management policy decisions are basic decisions. On the other hand, day-to-day,
repetitive decisions affecting only a small seginent of the organisation are routing
decisions. Usually most of the first-line management decisions are of this type. Bulk
ol the decisions made in. the organisation is routine decisions.

Decisions are also classified as Programmed and Non-programmed. Programined
decisions are of routine, repetitive nature while non-programmed ones are unigue
one-shot type. Programmed decisions are made following standard operating
procedures and non-programmed decisions are made using available information and
judgement. ;

2.9.4. Steps in Decision Making

All managerial decisions are made under the condition of either certainty, risk or
uncertainty. No approach to decision-making can guarantee a right decision. But
managers by following a rational intelligent and systematic approach can expect a
good solution to the problem at their hand: A rational model of décisifm—makiug
nvolves the lollowing steps : '

1. "~ Investigation of the problem

. 12 Development of alternative solutions

3. Evaluation of alternative solutions emii_ choosing the best available

4. Implementation and monitoring the decision. P
Step I : Investigation of the problem

Investigation has three aspects : problem definition, diagnosis and objective
identification. _ £

Problem definition. Problem should always be delined in llerms of orzanisational
objectives. Problems block attainment of goals. What is the real problem that blocks
goal achievement? Careless definition may focus on the symptoms instead of the
probiem, Deep search for the real problem will be rewarded il intuition and cxperiences

arc commissioned for the purpose. )
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Diagnosis of causes. Cause of problem may be more than one. Causes underline
the environment in which the problem arises. The factors that make up the environment
may be either internal or external to the organisation. Seldom causes are apparent and
the apparent. causes are most of the time not the real ones. Again two managers
seldom agree over the cause, if they judge the cnvironment by using their experiences
and infuition. So some on has o reconcile between causes diagnosed by others.

Identification of decision objectives. After cum;ﬂct_ion'ﬂf above two sub-steps
decision maker decides an cffective solution. A problem consists of several elements
and one single solution is unlikely capable of solving all of them. The real test of an
effective solution lies in its capacity 1o remove the blockage that the problem has
created. In other words, will the solution contribute to goal achievement?

Step 11 : Developmeni of alternative solutions

Theoretically, the number of alternative solutions could be inﬁnltc‘ but for all
practical purposes only a finite number of solutions can be isolated and verbalized.
If there seems Lo be one solution and that solutions is probably wrong, a decision
maker in such a situation has to force himsell to consider other solutions. For
programmed or routine decisions this step is reasonably simple but not so for non-
programmed or basic decisions. Decisions techniques mentioned earlier may be used
{0 discover more alternative solutions. :

Step 11T : Evaluation a alternatives and choosing the best available

One a set of alternative solutions has been isolated, the next step is evaluation
of ther. The criteria to be used for the purposc are their feasibility, capability for
quality solution and impact on the whole organisation. The feasibility is judged in
terms of available resources, current strategy and internal power politics. Any solution
is effective if it garncrs support within the organsiation. A solution is satisfactory if
+ meets the decision objectives and has an acceptable chance ol success. As
organisation is’ considered to be a systaiﬂ change in one part will have direct or
indirect impact on other parts, Is that impact good or not in present and the [utare?
Afler evaluation the most feasible and satisfactory alternative solution is chosen.
Step TV : Implementation and ‘meonitoring

Once the best available solution has been sclected, the manager makes plans to
cope with the requirenients and problems that may be faced in effecting it. He cannot
rernain complacent by issuing orders for implementation. e should see that resources
are acquired and allocated. He should sct up budgets and scheduled, and assign
specilic responsibility [or specific tasks. Procedures for reporting progress 1s also to
be set up. ' '
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Monitoring of activities relating to implementation makes implementation a realily.
Implementation changes (he environment and may give rise to new problems not
anticipated before. Close observation and on time measures ensure problem solution.

The step-by-step scheme is a simplification of the decision-making process,

Managers do not necessarily approach all dccmuna via this framework. However, it
is a uselul gulde [or the purpose.

2.10 -Muna_gemeni by Objectives

After decisions have been made manager concerns himself with the improvement
of the cfliciency and effectiveness of the organisation as a whole and of himself.
Management by objectives (MBO) is the right process in this direction. This approach
was first proposed by Peter Drucker and reccived immediate acceptance. It goes
beyond setting objectives [or or gamsatmna] units and also involves setting per’i ormance
goals for individual employees, The 2oals and objective provide the focal point. The
objectives are set in the way that make them actionable.

2.10.1. Definition

“MBO is a result-oriented, non-specialist, operational managerial process for the
effective utilisation of the material, physical and human resources of the organisation,
by integrating the individual with the orpanisation, and the organisation with the
environment.” MBO is neither a tool, a theory a set of principle but a process that
operationalises management activities. It focuses on the results rather than activities
and no specialised knowledge is required for its implementation. The process makes
optimum utilisation of all resources possible and integrates the individual with the
organisation and the organisation with the environment.

2.10.2. Elements of the MBO S}f.lstem

MBO system attempts to improve organisation performance and to provide better
results by converting distant, intangible organsational objectives into achievable,
personalised objectives, MBO system contains several elements,

1. Objectives for specific positions. Objectives must be set for every managerial
position at each level of managerial hicrarchy in terms of results expected. This
cnables employees to understand clearly what they are expected to accomplish and
to help each individual plan to achieve ils targeted goals.

5. Chakravorty, 5. K. Management by Objectives : An Lantegried, Approach, 1976, P. 5
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2. Joint objective setting, Orgnisation’s overall objectives are broken down into
specilic objectives for each succeeding level, i.e., corporate objectives into divisional,
departmental and individual manager’s objectives. Corporate objectives are set by
the top level management and lower level goals are fashioned within the framework
of them, Divisional managers participate with top level managers while fixing corporate
objectives; departmental managers participate with divisional managers in setting
- divisional objectives; and dcpar_tmc:nla‘l goals are set jointly by the departmental
manager and his subordinated. The result is .a hicrarchy of objectives that links
objectives at one level (o those at the next level. :

3. Identification of key result grea. As MBO is a resull-oricnted programime
identification of critical r_csult_ areas crsures organisation’s success. Such critical
areas vary from organisation to organisation depending upon the nature of the
mgauiéat'mn and the industry it belongs to. Drucker has identilied eight key result
arcas common to all firms. These arc profitability, market standing, innovation,
productivity, worker's performance, financial and physical resources, manager’s |
performance and development, and public responsibility®. Identification of key result
areas helps the manger and the organisation to focus its scarce resources on those
activities that contribute to the critical results, Answer to the question “what is the
unique contribution any aclivity job™ provides clue to identifying key resull area.
4. Autonomy in implementation of plans. Once the objectives or results have been
agreed upon both managers and operators must enjoy wide discretion in choosing the
means for achieving them. They, require delegated authority to implement the objectives
they have.set jointly. Superiors should have confidence in their subordinates.

5. Periodic review. Managers and other employees must meet periodically Lo review
progress towards the objectives. The basic purpose of it is to review performance
against the objectives, During review, the reviewers decide what problems exist and
what they can do to resolve them. Even they review the validity of continuing with -
the curtent objectives and if necessary, may modify them.
2.10.3. MBO Process

Three steps are involved in the MBO pi cess. These are objective selling, action
planning, and performance review.
1. Setting of Objectives. For each key result area there arc specific objectives or
expected results. So while installing an MBO programme, first task is to identify the
key result arcas and make individual position holders responsible for the results.

6. Drucker, F. Peter. The Practice of Management, India reprint, 1989, Chap. 7.
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Thus procedure should be followed: for all the management levels. Thus key result
areas, positions responsible for them and the result expected of the positions are put
under a single rubric-setting of objectives.

2. Action planning. Planning chalks out the way of achieving objectives. It spells out
the various activities nccessary for achievement of resulis. In such an action plan

activities are arranged logically with completion time specilied. Preparation of an

action plan involves choosing of strategies appropriate to the objectives, assigning
responsibility to individual positions, allocating resources necessary for achieving
objectives and scheduling specific activities. Two action plans are necessary-one [or
individual and the other for the organisation unit.

3. Performance review. MBO system cannot [unction without a review system Review
systemn focuses on performance, improvement, luture corrective measure, frequency
of review and sell-appraisal,

2.10.4 Benefits and lnmtatmns of MB(}

Subordinates, superiors and the organisation derive [he following benefits frmn
an MBO programme.

® Benefits to subordinates.
Role clarity — With the knowledge what he is to do the subordinate has a
clear idea of his role. -

Motivation — Regular feedback and measurement of performance dgainst
expected results work as a motivating foree. Participation in goal seiling also
motivates subordinates. ' :

Job satisfaction — Unbiased feedback about level of p-erfm'mmce has potential
for generating job satisfaction. Job satisfaction emanates from the feeling of
having done a job well and the peers recognition and appruvdl for it.

@ DBenefits io supermrs*
Superiors as individual persons derive all the benefits accruing to the
subordinates. MBO also by incrcasing mutual trust and confidence of

subordinates strengthens superior-subordinate relations, Joint goal setting and
performance review provide opportunity for mutual trust building.

® Benefits to the organisation.

Improved elfectiveness — MBO’s emphasis on eflectiveness improves the
‘cffectiveness of the organisation in achieving the objectives.
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Effort Coordination — Focus on objectives improves coordination of managerial
effort and ensure optimum utilization of resources. It also make:-. pnmbb: to.
avoid conflicting pulls in opposite direction.

: }:‘,mplt:nycc*s potentiality identification — Through periodic review employecs’
potential for advancement is identified.

Decentralisation — MBD pmgmmmc leads to greater decentralisation of
authority.

MBO has a number of shortcomings.

Difficulty in setting goal — Truly verifiable goals are dilficult to set. Joint
goal setting assumes free; frank and open communication between superiors
and subordinates. Status inequality hinders such open communication.

Difficulty in providing guidelines — While seiling goals divisional managers
require full knowledge about corporate goals and the departmental managers
about divisional goals. Often such knowledge is short in supply. They also
need information about planning premises and policies. These 111f01mﬂt10n do
not percolate down the level.

Lack of freedom in setting personal goal — Higher level objectives cascade
the lower level objectives. This implies that the lower level objectives have
already been locked in and lower managers have to fit in their objectives with
the level higher to them. This process of goals setting curtails freedom of

lower level mangers. : i

Danger of inflexibility — Goals are set for a period of time. If within that
period they become meaningless managers often hesitate to change on the
beliel that too often change would make them more meaningless.

Difficulty in implementing MBO programme — MBO assumes a stable
environment in which the goals once set will hold good till they are achieved.
Unforeseen environmental change will render the goals invalid. So in a fast
changing dynamic environment MBO is difficult to implement,

2_.1_1 Exercises

1. Define managerial function of planning? Why is it significant in a business
enterprise? What are its limitations?

2. While planning what principles are the mangers required to follow?
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Give an idea of the various elements of planning,
Briefly discuss the various types ol plans.

Define strategy, classify business strategy and make distinction between dj fferent

stratcgies.

- Discuss the steps sequentially followed while making a plan.

Write briefly about planning premises.

What is forecasting? What techniques are available Tor making forecast?
How to prevent failure of a plan? _

What is decision-making? What is rationality? Can ﬂ.manugcr always behave
as a rational human being?

What is bounded rationality?

Classify the decisions made by managers.

Discuss the steps in the decision-making process?

Give an overview of the elements of MBO system.

Discuss the steps involved in MBO process,
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3.1 Introduction

Business [irms depend on the collaborative efforts of their people to achicve their
goals. Without clear Emowlcdgu_{:l' the roles, these people are required to play, they
will either work at cross-purposes or fail to do their tasks. A well-defined system of
roles guide_s all activitics without interpersonal conflict. Designing and maintaining
the system of roles is basically the managerial function of organising. Organising as
a process is grouping of activitics necessary for goal achicvement, assignment of the
activity groups to managers with authorily o supervise them, and provision for
horizontal and veriical coordination for information flow. ._ '

While organising two factors are taken care of, They are (1) Outlining the go.ls
and the stralegic plans to pursuc them, and (2) the current and future environment the
managers encounter. Thus organising follows from planning and incorporates the

“designing activities. The designing of the Tole system results into a pattern of
 relationships among the people. This pattern of relationship is called the orpanisational

structure. The structure reflects objectives, authority, cn_vimmnﬂnt and peaple.
Organisational structure is not an cnd in itself, rather it is a tool [or accomplishing
firm’s objectives. As it is instrumental in accomplishing objectives of the firm,
application of principles while designing the structure is very ifnpur!aut.

While procecding to establish an organisational structure the manager may use
a logical process by (1) setting objectives, (2) formulating derivative objeclives,
policies and plans, (3) identifying and classilying the required activities, (4) grouping

-these activities, (3) delegating a authority lo the head of each such group, and (6)

horizontally and vertically tying the work groups through authority relationships and
information system’, Peter Drucker suggests that the organisational structure designer
should analyse activities, .decisions and relationships®. Both the approaches are
tundamentally the same. :

3.2 Definition

Based on what has been stated immediately before, an organisation can be defined
as “the rational coordination of the activities of a number of people for the achievement
ol some common explicit purpose or goal, through division of labour and function,
and through a hicrarchy of authority and responsibility™.? Understanding of the
importance of some ideas included in the definition is crucial.

1. Koontz and O'Donnell, op. cit.,, P. 245
2. Drucker, op. cit,, P. 194201
3. Schien. Fdgar H. Organizatimal Psychology, 1969, P. 8

48



It is important to recognize that in an orgamisation a number of peopic ﬁmkc
cfforts for achieving some purpose. Lack of coordination of individual efforts is hasic
to the concept of organisation. Coordinated individual aclivitics are directed towards
COTNIMON }_ioafs the achicvemeni of which is important. Achieving common goals is
the second important idea underlying the concept of organisation. Comumon goals are
achicvable il different people do different tasks in a coordinated fashion: The notion
of division of labour is the third underlying idea. Some means of controlling is
necessary for coordinating individual efforts they put in to their assigned tasks. A
. hierarchy of authority is a sine qua non of organisation. :

The above definition takes the traditional approach to organisation. If sysiems
approach is adopted for the analysis of organisation, the deflinilion requires
modilications in the following spheres. The organisation must be conceived as an
open system, with many mutually interdependent subsystems; any change in one
subsystem causes change 11 others, because the organisation considered as an open
system continually interacts with the dynamic envirorment but at the same tine
maintains a sort of its boundary. Accordingly erganisation can elementarily be defined
as a sum total of individual but inter-related parts (sub-systems) which have been put
together according to a specific scheme o achicve predelermined objectives by having
continuous transactions with the environment.

-_3 3 Significance of Orgdnuam}n

Organisations are the creation of the society. They satisly various nccds of the
socicty. Society has discovered through long experience that individual human being’s
ability is limited and as individual beings they cannot satisly all their personal needs.
So sociely needs organisation where people work as a group. Accordingly the
importance of organisation needs be examined from social point of view. Further,
cffectivencss of management largely depends upon the quality of arganisation that is
being used. So from the management view point organisation plays impottant role.
The significance of organisation is viewed below from these two stands.

From Society’s view point :

® A device for avercoming human Iummrmm and increasing their abilities.
Biological limitations and environmental factors ‘curb human abilities. By
organising, men increase their capabilitics and overcome limilations
Organisation by resorting to division of work and assigning task to individuals
for which they are best fitted allows specialisation, This improves the
elficiency of individuals. ;
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The means for psycho-social need fulfilment, Man does not live by bread
alone. He works for bread but the quality of his performance largely depends
upon the fact how his psycho-social needs are being satisfied. Organisation
provides the opportunity for their fulfilment. :

From managements view point :

Organisation facilitates administration. A properly designed and balanced
organisation lacilitates both management and operators of the firm: inadz:quatc
organisation robs the efficiency of adminisiration.

All the managerial functions are performed through the organisation.
Inadequate organisation muctum credles barrier !or the pcximmdmc of these
(unctions.

The manner in which total work is divided and grouped into organisational
units directly affects operating results. Nonrational division and gmuping of
activities may resull into overload. In some cases the load on the top man
is such that he is overwhelmed with jobs of decision- -making on routine
malters and operating details. As a result the firm looses its competitiveness.

Poor organisation often results in duplication and waste motion. This
may range from the preparation of duplicate records and reports to actyal
duplication of {unctions by managers and committees.

Sound organisation by facilitating delegation relieves managers from doing
routing jobs. B}f proper division of labour, consistent delegation, and clear -
job definition the or ganisation structure transfers the routine duties to the
lower positions, It frees exccutives so that they can devote most of their time
and energies to planning and programming the work of their units and
coordinating their efforts with other functions in the firm.

Facilitates growth and diversification. Firms grow within the framework
of organisation structure. Expansion and diversification are possible if the
mgamsatmu structure permits. Some types of organisation are suitable for
small firms in their early stages of growth, and the same md}r prove inadequate
as growth and diversification occur,

Provides for optimum of technological improvements. Each technology
has its own demands that must be accommeodated by the organisation structure.
Technology used in customised production system requires a type of structure
which is totally unsuitable for continuous process production system. In the
abscnce of right t}'PL» of structure the technology remains under utilised.
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@ Encourages use of human beings. The organisation structure can I*J-mfoundly
ai’t"ﬁét the people of the firm. The structure unwaveringly emphasising
specialisatinn leads to monotony, boredom, and frustration which
accompanying psychological distress. The structure that allows people to
work in terms leads to improvement of morale and productivity. :

3.4 Formal and Informal Organisation -

As stated earlier setting up a system of roles is basic to organising function. The
role system is mecant for the people working in the firm, The roles people expected
to play set the paticrn of relationships and duties. Formalisation ol role related
behaviour by laying formal rules, operating politics, work methods, control procedures
and similar devices robs of the autonomy and creativity of the people. Organisation
in which formalized role system exists is called formal organisation. :

Barnard refers to an organisation as formal when the activities ol two or more
persons are consciously coordinated towards a given objective. Conscious coordimation
is made possible by a system of well-dcfined jobs, each bearing a definite measure
of authority, responsibility and accountability. Individual must adjust to the formal
organisation. 1t asks him to do certain activities in a specified manner, to obey orders
from designated higher ups, and to cooperate with others. This circumscribes his
areas of work, authority and responsibilities and does not allow encroachment on the
work areas of others,

This, in the formal organisation, each individual performs his part of a larger task
without knowing the beginning and end of the work he does. As he does not know
how and where his part of the work fits and in the overall plans and objectives of
the organisation his tasks must be spelled out; he cannot determing it for himsell.

Typically formal organisation is represented by Organisational Chart and lob
Description. Although the formal structure does not comprise the total organisation
system, il 18 of major importance. :

While setling the structure organisers consider not only the individuals who will
be holding the jobs, but also what is reasonable to expect of them. Individuals as
human personalities act in terms of personal needs, emotion and attitudes, not always
in terms of expectations, Such behaviour is necessitated when they find that formally
laid rules and procedures fail to tackle the situations that have arisen, Thus beyond
the well-defined role system spontaneous interactions among individual participants
occur. This interaction pattern forms the informal organisation. Relationships
among members of the informal group arc different from those appearing on the
Organisational Chart. i - '
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Thus informal organisation refers to those aspects of the organisation system (hat
are not formally planned, put or arise spontaneously out of the activities and interactions
of participants. Informal group has no existence outside the formal one but 1o principle
of formal organisation applies to the formation or operation of such groups. However,
informal organisation is found in all formal organisations and becomes an essential
parl of a formal organisation. :

Bistinction between Formal and Informal Organisation

e Formal Organisation Informal Organisation
1 L Stroctured 1. Unstructured
2. Status bestowed on positions 2. Status acquired by persons
3. Official norms; often imposed 3. Unofficial norms: often evgllw,rcd
from above through CONSENSNS
4. Relationships prescribed 4. Relationships not prescribed; bhut
sought
5. Interaction as demanded by 3. Interaction voluntary
roles or rules
6. Communication flows 6. Communication flows in any or
s horizontally or vertically = many dircctions.

3.5 Process in Organisation Design

Qrganisation structure is essential for effective conduct of managerial funetions. -

There is not straight jacket structure that fits all types of business. The nature and
puipose ol the business have bearings on the structure. Every business requires
Appropriale structure. So organisers consciously and rationally proceed to design the
organisation structnre.
TIn determining what kind of stucture is needed, the first task is to determine
~what kind of activitics must be performed in the enterprise, the second task is how
‘0 arrange these activities for most effective performance and the third task is who
has the authority to make decisions relating to the group of aclivitics. This involves
fiest,  identification of primary activitics of the enterprise in lerms ol its
objectives; :
second, arrangement of the activities in properly grouped and balanced packages;
third, ~Delegation of decision-making authority to the heads of groups of
activities.
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@ Identifying activities in terms of objectives

Activities are undertaken in an organisation not for activities sake, but'for goal
sltainment. If activities fail to contribute to objectives they.are not necessary anél
should not be underiaken. Continuous analysis ol activilies shows which one
contribules and which one falls to do so. The activities that are IMpPOLtailt now oy
ol remain so in future. With increasing success and growth of business yesterday’'s
important works become unaecessary and burden the business. They should be pruned
at the appropriate time. So in the process ol designing organisation sttucture the
search for primary and major activities is o be continuously and from unrelentingly
conducted.

@ Grouping of related activities together

Grouping is the process of arranging related activities to from basic and derivative
departrments. These depariment perform specific [unctions under the leadership of
departmental heads. A specific activity is often related to several broad functions. So
the problem in grouping is deciding what jobs belong to . what functions. The best '
method of deciding what activitics should be placed in a function is o ascertain how
those activities are going to fulfil the purpose of the function.

One sel of critcria suggesied by Luther Gulick is stated below :

The purfmsc served,

The process used,

‘The persons or things dealt with and
‘The place where the service is rendered®,

The criterion of purposc produces functional depariment, of process creales
equipment department, of thing dealt with yields product deparument, ol persons
dealt with brings out customer deparunent, and ol place where service is rendered
makes geographical department. Details about them arc discussed laiier.

Sound grouping is balanced gmﬁping. Each function should be given its proper
emphasis with respect to its basic purpose in the organisation. No primary function
should be permitted to dominate.
® Delegation of decision-making auihority

Authority refers to a relationship among parlicipants in an organisation. Such 4
relationship is called superior-subordinate relationship. This relationship comprises

4. Gulick, Tuther and Urwick, Lyndall 1., Papers on the Science of Administration quoted by Dale in
Organisation, 1975, F. 135 :
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superior’s ripht to command and subordinate’s duty to comply with the {;r{]ci'_ The
authority structure provides the basis for assigning tasks to various clements in the
organisation and for developing control mccham\m to ensure that these tasks are
performed according to plan, :

Each group is responsible for doing a particular job and each members of the
group performs a specific task. Without decision-making aulhurlty heads of groupings
_have to refer to their superiors for directions. Heads become post offices to convey
superiors” order Lo their subordinates. So every head of the groups must have delegated
decision-making amhmlt}' The patlern of delegated authority influences the
organisation structure to make it cither a centralised or decentralised organisation.

6 Determinants uf Organisation gtrur.,ture

Designing a structure that best suits the specific p{;rposc is most welcome, What
seems (o be the ideal design today may tomorrow prove to be totally ineffective, The
structure needs to be continnally renewed as the environment changes. Several factors
impinge upon the design of an ofganisation structure, Such determining factors are—

® Environment

® Technology

@ Strategy

® Psychosocial characteristics of the participants.
@ Environment ;

‘The immediate operating environment of an organisation influence the structure.
Operating environment refers to the set of conditions outside the drgmﬂsatinn that
have a direct impact on the day-to-day functioning of the organisation. The two
aspeets of the environment that are crucial fro designing the structurc are (1) the
environment's relative stability versus its instability, and (2) the environments’ rclative
simplicity versus complexity. These two dimensions strongly influence the nature
and amount of structured relationships that will exist within an organisation.

Rclativaljr simple and stable environments permit the development of highly
structured organisation—say burcaucratic organisation. On the other hand, environments
which have many rapidly changing elements and involve uncertainty and
unpredictability demand a fluidly designed structure and deemphasise structured -
relationships. The organisation’s design must conunensurate with the important features
of its environments.



@ Technology

Technology is another contextual factor that has eflect on structure. Technology
refers to the techniques used by organisations to transform inputs. The operation
technology is applicable not only to manufacturing organisations but also to all types
and kinds of organisation. All organisations, whether production = oriented or service
= oriented transform things coming in, into things going out. : '

Degree of routineness or nonroutineness of technology has differential impact on
“the structure. Routine activilics are characterised by automated and standardised
operations whereas nonroutine aclivities involve operations difficult 1o standardise.
Routine tasks are associated with taller organisation (many levels and narrow span).
Routineness rigidly formalises the role structure and promotes centralised 51]71;.;{_‘_1@,
Nonroutineses is characteriscd by delegated authority and promotes decentralised
structure.

® Strategy

Structure follows slratcg}r, Strategy is defined as the determination of the basic
long-term goals and objectives on an enterprise and the adoption of courses of action
and allocation of tesources necessary for carrying out the goals. Decisions to expand
the volume of activities, to set up distant plants and offices, to enter into new
business or to introduce  product diversification involve new goals and respurce
allocation. Such strategic choices demand changes in the current structure. A fit
hetween strategy and structure guarantees good performance.

® DPsychosocial characteristics of Participants

Psychosocial characteristics of employees influence the organisation structure.
Psychosocial system in any organisation is a mixture of many ingredients in which
individual is the basic unit. This system means individual in social telationship and
i understood in terms of motivation and behaviour occurring within an organisation.
It includes

status and role systems
group dynamics
influence systems
leadership.
Status systems serve-to structure social relationships and provide a framework
within which group (departmental) efforts can be coordinated towards objectives.

Closely related to status systems, role relates 1o the behavioural patterns expected of
a given position in the organisation. Department as small groups provide a mediating
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mechanism between individuals and organisations. Group dynamics —- aclivitics,
interactions and sentiments — play in important part in individual behaviour. Managers
are nterested in influencing individual’s behaviour and hence provide lemlcrship to
the organisation. Leadership styles are related to influence system.

These human aspects aleng with technology and structure provide the framewaork
within which the managerial system works. The.structure that Fits well with the
paychosocial system of the work foree keeps the organisation going. Otherwise, the
possibilitics of conflicts and chaos are great.

3.7 Principles of Organisation |

The classical organisation theorists primarily concerned with the design of
cfficienis organisation that would work as a means of achieving the designated goals
and objectives sel. They designed the structure for the most efficient ailocation and
coordination of activities. The position in the structure, not the position holder, had
the authority and responsibility for getting tasks accomplished. Their structure was
geared to stable environment and routine technology. They emphasised upon rigid
structuie with well-defined relationships and clearly established line of authority and
communication. For the purpose classicists formulated a set of principles, called
principles of organisation. These primﬁiple.s are not infallible laws, rather they are in
the nature of criteria for good organising, To put them in a logical framework koonts
and O Donnell have grouped the principles in some catepories,”

L. Purpose ol organising '

@ Principle of unity of objective, An eifective organisation structure facilitates
individuals o contribute to (he accomplishment of organisation’s objectives,
Unity of objective is possible if individuals’ objectives merge in organisation’s
objectives. i

® Principles of efficiency. Individuals should be able to coniribute. efficiently.
As the individuals work as members of work groups so individuals’ elficiency
implies group’s cfficiency. Accordingly every division, branch, department
should be i a position to contribute efficiently and cllectively.

if. Cause of organising

@ Principle of span of managemaent. The principle states that a manager can
cifeetively supervise a limited number of subordinates. but the exact number
varics from situation to situation,

5. Koontz and O'Donnell, op. cit. PP, 410-414
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. IV,

Organisation structure : Authority

The scalar principle. The principle states that authority and responsibility
should flow in a direct vertical line from the top manager to every subordinate
position. It establishes the hierarchical structure of the organisation. Tt refers
(o the vertical division of authority and responsibility and assignment of job
tasks along the scalar chain. It establishes SltpBl'ii'!l‘—SﬁbUl'dillﬂtﬁ relationships.

 Principle of delegation. Authority delegated (o an individual manager should

be adequate so that he can accomplish the task assigned to him. Authority is
the right to invoke compliance by subordinates. Authority and responsibility
(of task accomplishment) should be direcily linked. In other words, if a
subordinate is made responsible for carrying out in activity, he should also
be given the necessary authority, There must be parity beiwecen anthority and

* responsibility. With delegated authority and responsibility a subordinate

manager remains, accountable for carrying out the responsibility and exereising
authority to his supcrior. Accountability is not delegatable, it is absolute.
Principle of unity of command. The principle states that an individual should
receive command only [rom one superior to whom he also remains accountable
for performing his tasks.

Principle of authority-level. The principle implies that a manager within the
limit of his delegated anthority must make decisions and should not refer the
decision-issue upward in the organisation structure.

Organisation structure : Departmentalised activities.

Principle of division of work, It Is desirable to determine the necessary
activities for the accomplishment of overall organisational objectives and
then group them on a logical basis into departments which perform sepeialised
functions. Various guides are available for activity groupings into departments .
that will be discussed fater on in this module.

Principle of functional definition. It is necessary that the results expected,
activities to be undertaken, authority delegated should be clearly delined for
each department. Aunthority and informational relationships with other
departments should also be made known.

Principle of scparation. If one activily is designed to be a check on another,
the responsibility of checking should invariable be assigned to a manager
independent of the executive whose work is being evaluated.
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V. Process of organising

@ Principle of balance. In every organisation structure there is need for balance.
The inefficiencies or disadvantages arising out of the application of any or a
set of organisation principle need be balanced or set off against the efficients

~or advantage gained through other principles. '

® Principle of flexibility. Every enterprisc moves towards its goals in a changing
environment. Structural inflexibility in organisation incapacitates the firm to
meet the changes. Flexibility principle provides leeway to change the structure
if necessity arises.

® Principle of leadership facilitation. The leadership quality is an impunmﬁ
ingrédicnt of effective managership. Organisation structure may promote or
thawart the cmergence of leadership. In this sense, organising is a technique
of promoting leadership. :

3.8 Departmentation

Organisation structure is created as managf:rs\ group jobs and assign responsibility
for coordination and decision-making, Most managers are guided in making grouping
decisions by criteria they deem to be appropriate. :

Total task of the organisation is divided or differentiated so that partiéular groups
or units can be made responsible for the performance of speeialised tasks assigned
to them. This differentiation oceurs in two directions—the vertical specialisation of
activities, represented by the organisational hierarchy and the horizontal differentiation
of activilies, called departmentation. The vertical differentiation establishes the
managerial structure, whereas hotizontal dit’lé_l"entiafion sets the basic departmentation.
‘Taken together, they set the formal structure of the organisation. The present course
of study is interested only in horizontal differentiation. By horizontal differentiation
it is usually meant that the units of groups to which task is allocated are at equivalent
hierarchical levels; for example, sales, manufacturing and engineering.

Departmentation decision critically influence organisational effectiveness. So the
~most appropriate base for departmentation must be selected very wisely out of the
several bases available. Several of these bases are described below,

3.8.1. Departmentation by function

* Functional departmentation is the most widely’ employed basis for organising
activities and is used to some degree in almost every organisation. The designer
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using this bhasis groups together jobs that share common function under one
coordinating head. ‘At the Jowest levels of the organisation the positions grouped
together may be identical. Thus, all machinists are assigned to the machine shop
foreman. At the higher levels, functional grouping pattern combines many different
jobs but they all focus on some primary functions. Thus, the manufacturing manager
will be responsible and accountable for all functions related to manufacturing including
production, tooling, production engineering, and others carried oul throughout the
organisation. The machinists and their supervisors will be somewhere in this grouping.

PRESIDENT 1

‘_ﬁkssistam to [ Personnel

president

Marketing i Production Finance
Market Engineering Production Fmancial
‘research |- administration planning, planning
Marketng Preliminary Industrial Budgets |-
planning design engineering | -
Advertising and Electrical | | | Production General -
promotion : engineering engineering accounting

Sales Mechanical e — i Cost
administration engineering —FC_MI | accounting

l—— Sales l Hydraulic ‘ Tooling ] ' |__ Statistics
engineering and data

: processing
- Packaging General
_ production
' Quuality ‘
control :

i

I

Functional Departments




Commonly used major functions are enginecring, production, marketin g, finance,
personal, and research and development. It should be noted that engineering, pr oduetion
functions are not found in hospitals, banks or insurance, So these functions are used
in generic sense. ‘The figure shown in the next page gives an idea of functional
departinents of a manufacturing company.

Functional departmentation offers some advantages and suflers from some
disadvantages,

® Advantages

Logical reflection of functions

Follows prineiple of occupational specialisation

Maintains importance of major functions

Simplifies training

Provides the top management with means for tight control.
@ Disadvantage

Responsibility for profits at the top only

Overspecialises and narrows view poinis of key personnel

Limits development of peneral manager

Reduces coordination between functions

Makes economic growth of the firm as a system difficult.

3.8.2. Departmentation by product

The product departmentation involves establishing each product or product line
as a relatively autonomous integrated unit. Such primary functions as engineering,
manufacturing, marketing, finance and personnel are dedicated to the interests of the
product itself. The emphasis is changed from primary functions ‘to products. The
product departmentation is made sell-sufficient by placing all the activities neccssary
for effective operation.

Product departmentation usually wuiw:a in the organisation that was origmally
structured by function but have grown in size and number of pruductx has gone
beyond manager’s control. As more and more products and employees are added,
functional lines of coordination and control become overstressed. The structural remedy
s to appoint product managers just below the chiel executive who are responsible for
a given product or a line of produets. Each product departmentation, in etfect, becomes
an autonomous smaller company.
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An illustration of product departments is given below

‘ PRESIDENT |

| e [ s
_L?viarketing J l Personnel J L Furchusing_l r Finance T

= | ]
Tnstrument T Indicator Indu'm nl Eleetronic
division | hghts dmsmn tools meter division
1
dwmum

Egmceriug ' ‘ Accounting [Enginf;_ﬂ:'ing Accounting

Ii_ .Pmduction—‘ ‘ Sales ‘ LPr'u-:iuction

Product Departments

[__.rSules

-

@ Advaniages
Places attention and effort on product lines
Places responsibility for profit at the departmentation level
Improves coordination of functional activities
Furnishes training ground for general managers
Permits growth and diversity of products andl serviccs.
@ Disadvaniages :
Requires more persons with general managers’s abilities J
Tends to make maintenance of cconomical central services difficult

Presents increased problem of top management control.
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3.8.3. Departmentation by territory

Departmentation based on geographical arcas is a common method for physically
dispersed enterprises. Such deparimentation involves grouping of the primary activitics
of the business in terms of the territory 1o be served under the control of the territorial
manager. It becomes a relatively complete administrative unit in itself. All the positions
and activities at a given location are grouped under the control of the territorial
manager. The territorial units work under the supervision and guidance of the corporate
headquarlers. Such departmentation is illustrated below.

PRESIDENT

[ [ 2 l
Marketing Pmsunnel“ FPurchaﬂing ‘ Finance

] e | i
Western Southwest Central Southwest Eastern
region region - . region region region

Personnel

| I ki s

Marketing |_Pf:r5mmcl I Purchasing Finance _J

® Advantages

Territorial Departments

Allows maximum utilisation of local resources and talents

Facilitates fast decision-making in response to changes in the local conditions

Economises transportation cost if heavy, large or perishable products are to
be carried from a central plant, :

@ Disadvaniages

Makes corporate control problematic -

Require larger number ol executives with general management skill.
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3.8.4. Departmentation by customer

Activities and positions are somctimes grouped together to meet the unique
needs of some specific groups of customer. For instance, 10 handle effectively the
professional purchasing agents working for other enterprises a separate industrial
sales department may be created. Similarly the enterprise may set up another
department to meet the needs of individual customers. Such departmentation argnably
-serves different groups of customer who characteristically differ between them. At
the same time, it creates problems of coordination between departments.

3.8.5. Departmentation by process or equipment

The jobs needed to operate a particular machine or to implement a given process
arc grouped together to from a department. Any common service shared by different
groups arc arranged on this basis; for example, electronic data processing department.
The most common reason for departmentalising on equipment basis is economics. It

‘allows optimum utilisation of high-valued equipment.

3.9 Functional vs. Divisional Departmentation

In the above paragraphs several bases of departmentation have been briefly
described, While selecting the most suitable structure the manager has two basic
alternatives—the functional and divisionalised structure. Most of the enterprises begin
with a functional structure when they are small, and are changed to divisional structure
when they become large. While divisionalising is attempted; product, territory,
customer elc,, bases are adopted.

It should further be noted that there is a small number of companies where only
one base has been adopted. The functional format 1s frequently used at lower levels
of divisionalised companies. As a hybrid of the functional and divisional forms of
structure, the matrix structure has emerged.

3,9.1. Matrix Organisation

Nowadays project or programme management is widespread. For 5uccessful
completion of specific projects traditional organisation structure- -functional or divisional
_is not of much use: accordingly matrix structure has emerged to provide integrated
management for projects, Matrix structurc is a combination of the product and .
functional structural. A project requires the skilled services of functional man and
specialised knowledge of product man. The product man is responsible for mganmng
and controlling all the activities of the prujeu He is usually super imposed upon the

63



funclional man. The project (or product) manager cannot operate ef fm,lmg,ly if he
relies solely u]mn the formal authority of his position. His ability to iniTuence others
who are beyond his formal authority ensures success. Thus, his authori 1ty and influence
flow in different directions from hierarchical authority. They flow horizentally across
verlical superior-subordinate relationships existing within the functional structure,
Thus, individuals work under two bosses — a functional boss and a a product boss,

Thus, one of the distinguishing features of matrix structure is dual authority. This
means that individuals have two bosscs. An engineer, for examples, is assigned to the
enginecring manager and also to a product (i.e., project) group manager. Dual authority
violates the principle of unity of command but assists the project manager to exerts
his nflluence.

Fl‘nm the above feature the second feature arises, Without balanced power thcre
is a great possibility of power clash between the pi‘ﬁj&cl. manager and the funetional
manager; so relative power of the two managers should be more or less equal.
Without balanced power, dual authority has little meaning,

A typical matrix structure is presented below

Corporate
level

@ President

Pmductmﬂ !Enginccring l Personnel rFillanceJ

Project A @ ® ' & @—» Divisional
Project B - @ — & —9
L 4
Funetional



Activities relating to production, engineering, personnel and [inance require
functional professionalism. So each ol them is headed by professionally skilled
functional manager. Project A and B are considercd as p;'odm.:!,_'m-ientcd struclures,
They require different combinations ol functional activities. Project manager decides
how and to what degree he will cooperate and collaborate with the [unctional managers.
Thus, in matrix structure vertical line indicates functional dimension and horizontal
line shows divisional dimension.

3.10 Sh_z_ipc of Organisation : Span of Managenicut

Organisation structure can be viewed in terms of its shape or configuration. The
structure may be designed in a way that makes it tall with long chain of command
and long line or communication or makes it flat with short chain of command,
Simply organisation may be tall or flat in shape. The shape depends upon the span
of management adopted.

Simply stated span of management (also referred to as span of control/supervision)
relates to the number of subordinates which a manager can supervise effectively. The
idea ol span is important not only in terms of supcrim';suburdinam relationships but
also in terms of its influence on the shape of the hicrarchy. It does determine the
number of levels in the organisation pyramid. For instance, if all the 20 departmental
heads report to the president, the structure lends to become a flat one and it has tWo
levels, If, on the other hand, urﬂj three report to the president and the others report
to the three, more levels arc added to the structure. As the span is widened the levels
are few and the structure is (lat; natrow span creates many levels and the structure
becomes tall. Flatess of tallness of structure has great influence on the effectiveness
of communication.

30.10.1. The ideal span of management

There is a great deal of controversy regarding the oplimum number of subordinates
a manager can effectively supervise, V. A. Graicunsas provided a mathematical
formula to caleulate the number of people for an ideal span.

Graicunas® formula fails to specily the exact number of subordinates a manger
can effectively supervise. There are many underlying variables thal have influcnces
on the ideal span; Graicunas takes only the total relationships between superior and
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subordinates and not the underlying variables. The following are the undurlyiﬁg
variables :
Ability and competence of managers
Amount of personal contact
Nature and importance of activities supervised
Use of standing plans i
Training of subordinates
Delegaﬁon of authority
Rate ol change
Communication technique
As these variables differ from situation to situation there cannot be a gencralized
formula regarding optimum number of people whom a manager can supervise
eliectively. Rather the ideal span is situation-specific, .
In this connection it should be noted that at present decentralisation of authority

is favoured which is opposed to nartow span. Wide span at the top and middle levels
enforces the management to delegate and decentralise authority®.

3.11 Pattefn of Authﬁrity : Line and Staff

There is a direct interrelationship between organisation structure and the pattern
of authority. Inasmuch as structure is concerned with establishment of positions and
relationships between positions, it does provide the framework for authority allocation.
What kind of authority is to be allocated in the structure? The question relates to the
naturc of authority — the problem of line and staff. The department heads without
authority cannol run their units smoothly for making contributions towards enterprise
objectives.

- A traditional basis of differentiation of managerial activities has been in terms of
linc and stafl functions. The line has direct command authority over the activitics of
the organisation and is concerned with the primary funciions. In contrast, the staff
performs an advisory role and is concerned with supportive activitics. Line and staff
concept is necessary to provide some means of integrating the primary functions and -
secondary supportive aclivities.

6. Pfiftner, John M, and Sherwa_ud, Frank 1—' Administrative Organisation, Indian Eeprint, 1968,
P16l 5

66



Organisationally, the line is the chain of command that extends from the board
of directors through hierarchical levels to the pninl. where the primary activities are
performed. Once a Iine manager’s job grows héynnd a certain size, he needs help for
performing it propertly. Staff provides that service to the line. Actually, staff is best
thought of in terms of a relationship. When one position exists primarily to provide
advice and suppottive service to another, it is in a stall relationship. And if the work
of a department is predominantly that of advice and service to one or more other
departments, it is classified as a staff department. Staff includes all clements of the
organisation, which. are not line. . :

3.11.1. Conflict between line and stalf

Instances of frequent [riction and conflict between line and staff abound in the
real world. Both line and staff have their viewpoints regarding the source of such
conflicts. '

® The line viewpoint
The line managers complain against the staff on the grounds that :
Staff assumes line authority
Staff fails to give sound advice
Staff steals credit
Stall fails to see the whole picture
® The staff viewpoint
The staff people’s complaints against the line centre around the following :
Line does not make proper use of stafl '
Line resists new ideas
Line docs not give staff enough authority
Such conflict, if persist, puls the organisation in disarray and it looses its
ellectiveness. '
3.11.2. Resolution of line-staff conflict
The solution lies in making the line and staff work as a team. If effective teamwork
_is to exist lhe following points must be observed :

1. As the ultimate responsibility for successful operations of the firm lies with
the line people, they must be responsible for operating decisions.

5 Staff clements should provide advice and service to the line in accomplishing
the enterprise objectives. :
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3. Staff should provide advice service to appropriate line when requested to do
so. Also, staff is responsible for proffering advice and service even if not
requested, bul believes it is needed. '

4. The solicitation and acceptance of staff’s advice and service is usually the
option of the line clements. In some instances only top management has this

- option and once top management decides to use staff’s services such decision
is binding throughout lower levels.

5. If the stall’s recommendations seem to serve the company’s interest best
line is responsible to consider them seriously and follow them. In other
cascs line managers should have authority: to modify, reject or accepl such
advices.

6. Both line and staff should have the right to appeal to higher authority in case
of disagreement on staff recommendations.

3.12 Distribution of Aufhnrity : Delegation of Auaﬁr

Organisation structure provides a stable, i}n_gi:.:ﬂl and clear-cut pattern of
relationships without which managers and employees cannot work towards the
organisation goals, But this is only a framework, It does not work by itself. People
mteracting through an organisation structure need rules by which they can make that
sttucture work cffectively. Managers decide to sét and apply rules for people acting

- in an organisation structure by virtue of their formal authority.

How to distribute formal authority throughout the organisation structure is a key
organising decision. Managers obviously cannot dao everything thal must be done to
carry out the strategic plan for an organisation. Ilence, they must decide how much
authority to delegate to lower ranking managers or non-managers. Delegation involves
the sharing of authority with others.

3.12.1. Delegation of authority

Delegation is handing over to a lower-ranking manager or non-manager formal
authority for carrying oul specific activitics. It makes the organisation possible and
management dynamic. As onc person cannot do all the activities necessary for

~accomplishing organisation goals, so it is impossible for one manager to exercise all

ihe authority to make decisions in a large organisation. The principle of span of
management sugegests a limit to the number of subordinates a manager can effectively
supervise and for whom he can make decisions. Beyond this limit authority must be
delegated to subordinates who will make deeisions relating to their assigned tasks,
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® Elements of delegation

As delegation is the entrustment of tasks and authority to another and the creation
of obligation for task performance, it has three clements, viz., task or duties, authority
and accountability or obligation, Different terms have been used while discussing
these clements that have created a sort of confusion. By the term ‘responsibility’
some people mean ‘task’, ‘duty’, some others mean ‘obligation’, ‘accountability’.
But responsibility we mean the obligation to perform the work assigned to a position,
‘While authority is the sum of powers and rights entrusted to make possible the
performance of the task entrusted, But accountability is the obligation to carry out
responsibility and cxercise authority in terms of pre determined performance standards.
Responsibility creates obligation and accountability. Accordingly the prescriptions
arc responsibility and authority is the right and power sanctioned to the cxercised by
the subordinate.” For the present module task, authority and responsibility have been
identified as three elements of delegation. Task and authority can be delegated, but
responsibility can not be as if is created rather than delegated.

@ Process of delegation

The steps in delegation are the basic part of the process of management itsell,
The process of delegation involves : =

the deterr  on of result expected
the assig: ent of tasks

the delegation of authority and

the exaction of responsibility’

Jusl as effective management can truly be said to be management by objectives;
successful delegation can also be characterised as delegation by objectives. The
delegator should have clear idea how much the delegatee is going to contribute to the
orpanisation goals; in other words, he needs to determine the result expected of the
delegatee, The delegatec as an individual should also know what he is expected to
accomplish. If the company sets goals for each manager at all levels, completion of
this step becomes easicr. While assigning the task the delegator should take care to
lay out the contents of the task, otherwise delegatee’s performance will not be
maximum. For pea'[unhing efficiently the delegatec should have adequate authority.
Authority is the rights entrusted to make possible the performance of the task delegated.
Authority includes such rights as those of spending specified amounts of money, of
using certain L;uhntities of materials, ol hiring and [iring people. It may involve the

7. Allen, Tonis A. Management and Organization, P. 114,
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right to decide or act. The authority should correspond to the 1'&qunsihi1ity neither
it should be greater than responsibility nor less than i, There must be parity between
the two. Responsibility is the obligation to carry out the assigned (asks and exercise
authority in terms of performance standards. Responsibility arises as soon as task is
assigned and authority is delegated. The person making the delegation always remains
responsible to his superior for that which he has delegated. Since responsibility
cannot be delegated, the responsibility of higher authority for the acts of subordinates
is absolute. Delegation of task and authority is downward while responsihility is
upward. -

® Eiffectiveness of delegation -

Delegation being a way of life; effectiveness or ineffectiveness of it depends
importantly upon the personal attitudes of the delegator towards delegation. The
personal attitudes reflect the following things : : :

a) Receptivity. Delegation implies that the delegatee has right to make decision
about his tasks. The subordinate’s decisions are not likely to be exactly the
same as that of the superior if he would have made. The superior needs to
consider the subordinate’s decisions objectively and encourage him,
Receptivity to ideas from subordinates encourages them to make decisions.

b} Aecceptance of subordinate’s right to make decisions. One of the precepis
of delegation is that 3 manager performs that part which only he, because of
his unique organisational placement, can perform effectively, A tendency
among managers who have moved up organisational hierarchy is found that
they want to continue to make decisions for the positions they have left. For
making delegation effective the delegator should restrict this tendency and
remain willing to release the right to make decisions to his delegatees,

c) Willingness to allow subordinates to learn decision-making. Apprehending
that subordinate manager may commit mistakes if superior manager denics
decision-making authority to him the very spirit of delegation is defeated,
Obviously, the delegatee should be allowed to make mistakes so that he can
learn through experiences.

d) Trusting attitudes towards subordinates, Delegation implies a trustful between
the two. Subordinate has not yet developed sound Judgement, cannot handle
men, or does not appreciate all facts 'beuring on a situation arc pleas for not
delegating. Faith and trust in the subordinate enable superior to delegate.
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e) Fear of loss of control over subordinates. Boss may fear that he will loose
control over his subordinates. Such fearful attitude develops when the boss
is deflicient is establishing an effective control system. As the superior manager
fears the loss of control; to compensate his deficiency in developing control
system he declines to share power and authority with his subordinate.

Thus effectiveness of delegation depends largely upon the willingness to delegate

and the control S}rél.em designed to ensure that delegated authority is properly used.

3.12.2. Distribution of authority : Centralisation and Decentralisation

Centralisation and decentralisation of authority are not relaled in ‘either-or’
relationship. Authority is centralised to extent it is not delegated. Absolute centralisation
in one position implies no subordinate manager and therefore no structured organisation,
So some degree of decentralisation characterises all organisations. On the other hand,
there cannot be absolute decentralisation, because if a manager delegate all his authority
his status as manager would cease; his position-would be redundant; so again there

would be no organisation. Centralisation and decentralisation are tendencies; the flow

of authority may be either towards centralisation or towards decentralisation. The
observe of decentralisation is not centralisation but recentralisation.

® Centralisation of authority

Centralisation is the systematic and consistent reservation of authority at certain
point within the organisation. It is often found that a manager does the work that
could be done by his subordinates, or that manager makes decisions that could be
made effectively by his subordinates, It the manager reserve the task, the necessarily
reserves the authority; or he may dcicgate the task bul not the requisite authority to
carry it oul effectively.

Centralisation denotes that a majority of the decisions related to the task hein g
performed are not made by those who are doing it but at a point higher in the organisation.
Fayol aptly says “Everything that goes to increase the importance of the subordinate’s
role is decentralisation, everything which goes to reduce it i3 centralisation'™
@ Factors making for centralisation

There arc certain factors that dictate centralisation of authority in an enterprise.
Some of them are as follows .

4) . The chief executive officer himself. The extenl to which he retains power
to maintain his personal leadership, his subordinate managers are likely to
imitate him. To the extent that he welcomes checking the consuliations prior

8. Fayol, Ilenri, General and Industrial Management, 1949, P. 34
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b)

to making decisions by lower rank managers and dependence on them, his
subordinates are likely to do the same. The chicf executive’s attitudes (to

retain) by permealing organisation facilitate centralisation,

Coordinative devices used. All coordinative devices used in the company
foster centralisation. Such tools as Organisation and Policy Manuals, Methods
and Procedure Manuals, Authority Statement (that limits authority) may
actually take away more authority than they confer, These manuals are in
use in companies for dual purposes = for providing unity and integration of
the total operations, and for promoting uniformity of action by all the units,
The manuals in the end lead to more centralisation that decentralisation.

Modern means of communication, The use of information technology makes
it possible for the chief exceutive to issue direct orders to distant subor dinates
and to get feedback from them. This technical development, in a way, has
eliminated the main reasons for decentralisation. Tf enough information van
be brought to a central point quickly, there may not longer be a need 1o have
problems seitled at a point close to their sources. This may be one of the
reasons for the current tendency Lo recentralisation.

Emergency handling. When emergency decisions that afTect all units of the
company must be made, centralisation of decision-malking is highly desirable,
In emergency faster decisions arc essential for rescuing the company,
Automation of production facilities. As automatic equipment takes over a
larger and larger portion of the production activities, the need for operating
personnel declines and the number of supervisors required is also reduced.
The nel effect is that many of the decisions previously made by lower and
middle managers would be made by senior exccutives. So more the
automation more is centralisation.

Decentralisation of authnriiy

Managerial decentralisation means systematic delegation of decision-making
authority by the superiors to their immediate subordinates and then to others further
down the organisation hicrarchy. It is concerned with the placement of authority with
reference Lo tasks assigned. Managerial decentralisation as a concept involves
establishing greater formal authority and official freedom at any level than would
have been in its absence. It is an increasing, by superior, of the subordinate’s avthority
to make decisions at any level through out the organisation: In short it is the systematic
delegation of authority to all unils in an organisation-wide context,
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Managerial decentralisation is done with the aim of furthering the goals of the
 entetprise; hence it is a means to an end. It is neither an ideal, a series of principles
nor prescriptions that an cxecutive ought to follow. It is not necessarily good or bad.

Managerial decentralisation is the extension of delegation but there is differcnce
between the two. Delegation relers to the entrustment ol tasks and authority from one
individual to another individual whereas decentralisations applies to ihe systcmatic
delegation of authority in an organisation-wide contexl. Delegation is a process with
decentralisation is the end result of planned delegation. Moreover delegation is a
mu:ﬁl for management as it creates and organisation but decentralisation 1s optaizal
and appears on the scene only when an organisation grown and becoming Rarpe and
complen. However, decision-making is the basic ingredient in both.

The inverse relation between centralisation and decentralisation implies that
increase of one leads to diminution of the other, This is best understood in term of
4 continuum — absolute centralisation at one extreme and absolute decentralisation
al the other extreme. In between the two extremes are varying combinations of
centralisation and decentralisation, Thus a superior manager has lour options :

1. absolute (reedom to decide without restraint;

2. freedom limited only by broad policy statements promulgated by superior
lévels in the organisation;

!

freedom to decide but with the proviso that once decision is made it must
be reviewed: immediately by the superior and is subject to revocation;

4. decision can be made only with the prior concurrence by the superior.

Al each managerial level in the organisation, the superior must choose from
among the four alternatives or authority provisions. Further, because of the differcnce
in personal values and attitudes all superiors arc not inclined fo decentralisc at the
same rate. So it is observed that decentralisation procceds at a differcat rate to
difrerent levels. Decentralisation usually spreads level by level from the top. It is not
unusual to find a company which has decentralisation from the chicf exceutive to the
division manager level, but the division manager has hoarded authority. The same
may hold true at the next level.

® Assessing the degree of decentralisation
For knowing the degree of decentralized authority in a given company it should
be assessed. Tests arc available for the purpose.

The locus or place of the decision-making authority in the management hierarchy
is one such criterion, The lower the rank of the executives who make perlinent
decisions, the greater is the degree of decentralisation. i
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The degree of decision-making power at the lower levels will be another factor,
This can be determined by studying the authority which can be cxercises (a) without
any check from higher authority; (b) with a ¢heck or regular report after the deeision
is made and carried out; or (¢) with a check before the decision is made or put into
effect. '

I assessing the degree of decentralisation in 4 company, moreover, both [ormz]
and informal aspects of decisions-making rules are to be considered. Of ficial policy
stalement may prescribe one type of decision-making, but actual practice may be
quite ditferent. Thus, there may be a high degree of formal centralisation, ‘but if
successful business conduct is not possible under such circumstance, decision may
actually be made much-lower down,

® [Kactors leading to decentralisation

At what level in the organisation the decision on any subject is actually made iz
the result of several factors, Some of them are described below, but they do not
exhaust the list of the determining factors.

a) Size. In larger firms more decisions at more points arc made mvolving larger
number of people. Consequently, decision-making takes time and becomes
costly. To minimize cost, authority should be decentralisation wherever feasible.

b) Geographic dispersion, A close relationship exists between size and 2eographic
spreading of activities. As the number of customers grows and spreads over
an extensive area, facilitics must be cxpanded to serve customers more
satisfactorily. This dispersion makes communication difficult (now being
overcome by information technology) and response to local needs
unsatislactory. Increased authority is therefore often given 1o the loan manager
1o enable him to cope with local scene,

¢) Desire and need for training executive. Lack of managerial talent works as
a limiting factor in growth in many firms. The development of capable managers
comes not from (raining programmes but from giving managers a management
job to do and delegating to then authority to make importani decisions.

d) Greater diversification , 1T an organisation Erow to a size where the volume
of its traditional activities does nol produce sufficient resources to sustain
growth it resorts to diversilication, Diversification if fucilitated by divisionalised
structure. And deceniralisation must accompany divisionalisation if most
elfective diversification is to take place. In many situation, diversity, rather -
than size, is the impelling reason for decentralisation, '
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¢) Lxcessive burden on lop executives. Lack of planning and control for the
overall company, proli feration of personal staff and over dependence upon
committces signal too much burden on top executives. These characterise
centralised management. Decentralisation by casing burden allows the chief to
relax and to think necessary for planning, provides. opportunities to delegate
to subordinates and to forsake dependence on committee.

f) Improving motivational level. Highly centralized management stilfles employee
initiative and willingness to participate. They passively do whatever they are
asked to do. In other words, employee motivation level is now i such an
eventuality. Their motivation level improves when they enjoy increasing amount
of freedom and participai:: is solving problems and in suggesting satisfactory
decisions, Decentralized management by allowing dclegation improves

~ motivation and thus releases employee creativity, ingenuity and energy.

® Gaining the desired degree of decentralisation

It is a rare case that every manager in an organisation believes in the philosophy

of decentralisation; some one at some organisational level has be tendency to hoard
authority who will not delegate. Decentralisation might have been decided at the top
" level but there is no certainty that the desired degree of decentralisation would be
gained is the pertinent question therefore is how to realise and maintain the desired

degree of decentralisation. Scholars and management practitioners have formulated
certain measures to that end. -

The first measure relates to the understanding the concept ol decentralisation.
The basic to the concept is the knowledge that decentralisation does not mean complete
freedom. Further to it the following points to be kept in mind arc

it implies cstablishment of policies to guide decision-making along the desired
COUrses;

it requires careful delegation by managers who know how and what to
delegale;
it must be accompanied by controls df:signéd fo ensure proper use of delcgated
authority; and
mere act of delegation is not enough to ensure decentralisation.

The second measure 18 concerned with the following techniques

cireulation of a clearly written statemert containing cach manager's duties,
the degree of authority delegated to him, and his responsibility;

imparting education to subordinale managers in the rights of other for the
purpose of restraining them from bullying others; :
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widening the span of management, particularly at middle and lower levels,
so that managers are forced to delegate; '

promoting managers when they have trained their subordinates to take the
position of their superior.
“These measures, it is expected, will help in obtaining and maintaining the desired
degree of decentralisation.

3.12.3. Organisation structure and distribution of authority

It has been noted carlier that organisation structure may basically be of two types
functional and divisional. Finctional grouping of activities leads to functional structure
and grouping activities in terms of product, territory etc., results into divisional |
structure. In functional structure distribution of anthority scems to be limited. In
other words, there is tendency to centralise authority at higher organisation points,
Divisionalisation, almost by definition, bring with it more distribution of authority.
In large functional organisation more authority delegation is noticed but less
decentration; on the other hand, in divisional structure relati vely more delegation and
decentralisation are discerned.

3.13 Staffing

Organisation structure creates various positions or roles at different levels. These
toles are to be manned by individuals to keep the organisation activated. The task of
putting the right person to each position is referred to as staffing. Some writers on
management theory include it as a phase of organising and many others consider it
as a separate managerial function. However, in the present course it is considered to
be a part of organising function. Staffing involves selecting, training and appraisal

ol managerial and non-managerial personnel. In broad terms this phase of organising

mvolves people.

3.14 Exercise

Define Orpanisation. Why is it important to management and to socicty?

2. Define formal organisation and distinguish it from informal organisation.
3. Discuss the steps in the process of organising,
4. What are the determinants of organisation structure? Give an overview of

them.
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10.

11.

12,
i

14.
15.
16.
17.
18.

‘Discuss briefly the principles of organisation.

What is departmentation? Discuss the various bases ol departmentation.

You have been asked by the management of a large manufacturing company
with five products using sophisticated technology to suggest an appropriate
base for departmentation. What will be your suggestion?

What is matrix organisation? Can it be profitable adopted for the completion
of large project like Second Hooghly Bridge or Kolkata Metro Rail?

What is span of management? What variables do influence the span?

Deéfine line and staff. Why does conflict between the two arise? How can it
be resolved?

What is delegation of authority? What are its elements? Give an idea how
authority is delegated.

Why olten does delegation become ineffective?

Centralisation and decentralisation of authority are related in ‘cither-or’
relationship. Do you agree with the statement? Argue your case.

What forces do facilitate centralisation of authority?

Distinguish between delegation and decentralisation ol authority,
How can you assess the degree of decentralisation of ﬁuﬂmritj,a?
Discuss the variables that lead to decentralisation of authority.

How docs an organisation obtain the desired degree of decentralisation?
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Unit 4 O Mn.tivating People

Structure:

4.1 Iniroduction

4.2  Definition

4.3 A basic motivation model

4.4  Signilicance of motivation

4.5 Theories of motivation
4.5.1. Content theories
4.5;2. Process theories

4.6 Exercise’

4,7 | References

4.1 Introduction

People have been inducted and put in various positions of the organisation
structure. It is expected that they will behave in a manner that would contribute to
organisational goals. Very few organisational people behave in the desired manner.
They are to be induced to act in the desired manner. Here comes the question of
motivation.

Who is responsible for motivating people? Every manager is responsible, within
his authority, for motivating his immediate subordinates and for motivating all
subordinates down to the bottom of his relevant organisation structure.

Behavioral scientists have identificd human needs as the cause of human actions.

People act to satisfy their needs. Not all kinds of need but only those that have

varying degree of potency and strength to energize, activate and dircet individual’s
behaviour towards cerlain goals arc considered to be motivators. Such eritical needs
are motives. These critical needs make the individual restless until the needs are _
fulfilled. In order to reduce the level of restlessness and keep it under control the
mdividual is propelled to action. Thus, motives induce individuals to chatmel their
behaviour towards such actions as would reduce their restlessness. _
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Motive are the expressed needs and could be conscious or subconscious. They
are always dirccted towards goals. While motives are energisers of action, motivation
is the actual action or behaviour itself. Being energised by the motives, (he actual
behaviour in which the individual becomes engaged may be either highly or lowly
intense, The intensity of behaviour is the level of motivation. Thus, while motive
signifies the drive that propels individual to action, motivation indicates the actual
or level of work behaviour of individual. Motivation is not a personal frait but a
result of interaction between the individual and the situation.

Most of the people are not self-motivated and so someone else’s dl{i is needed
to motivate them. The motive may make an individual restless but he may not be
able to identify the action to be undertaken to reduce the restlessness. Another
individual, say a manager, by suggesting the action heipS him to undertake the right
kind of action. This inducing the motivated person to undertake a particular action
is motivating. Even a manager may awaken his subordinates unconscious but rouse
latent motives by crcating a suitable sitnation within the organisation. However,
people will be motivated to carry out the assigned task to the extent, if doing so they
are able fo satisfy their needs and cxpﬁc’ratii}ns, Work is, thus viewed only as an
effort Lo satisfy needs and cxpectations. '

;LZ Definition

There is little agreement among thinkers on the definition of motivation. However,
two definitions are quoted here that embrace all aspects of motivation.

Motivation is a “process that starts with a physiological or psychological deficiency
or need that activates behaviour or a drive that is aimed at a goal or mcentive”
(Luthans). This delinition takes care of source and goal directedness of motivation.

“Motivation to work refers to the forces within an individual that account for the
level, direction, and ﬁerai*;tcncrs of effort expended at work™. (Schermerhorn, Hunt
and Osborn). The definition speaks ol the source, level, direction and persistence of
effort caused by motivation.

The above two delinitions expose the fundamental aspects of motivation. They -
are (1) the faclors that incite a person’s activities; (2) the direction of his bebaviour
or what he chooses to do when presented with a number of alternatives; (3) the
strength of the effort speat on the action chosen; and (4) the persistence of his
behaviour, or how long he sticks with it :
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4 3 Bdsm Mntwatmn Mudel

A basic motivation model should incorporate the concepts like needs, choice,
gualq and rewards. These concepts are sequentially relaled to form a process framework
as shown below which will provide a foundation for the discussion of the various
motivation theories.

1 2 : 3
Meed deficiencics : Search and choice Goal directed
o ! : —— ;
Inner state of ol behaviour to : behaviour and
disequilibrium : salisfy needs performance
f
¥
2
Reevaluation and 5 4
reassessment of  lg— Rewards and — Performance
needs; modification punishment evaluation

of inner state

A basic Motivation Model

4.4 Significance of Motivatiun

The undamental responsibility of the management is not only the maintenance
of the current cffectiveriess of the organisation but also to improve il continuously,
A good plan and a well designed organisation structure are not enough to that direction.
It is the people who matter most. Highly committed and initiated employees can
contribule o the organisational goals. The question is how to obtain their commitment
and subsequent high performance. The management by motivating employees can
improve the effectiveness of the organisation, Some people believe that core of
management is motivation.

Organisation hires the skill of man, not the whole man. As a whole man besides
his skill he has attitudes, values, and cognitions. Whether he will work only to secure
his employment or will be inspired to put his best to the job 13 a matter of his
decision. Management can make people to decide lo contribute the most to the
organisational goals by deftly handling motivational techniques available. A highly
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motivated set of employees can turn around a hopelessly sick organisation into a
_vigorous one. The following results are usually expected if employees are properly
motivated :
Employees when provided with opportunitics to gratily their motives become
motivated. Motive Tulfilment makes them satisfied. Personal needs or motives,
though complex in nature, can be satisfied (o some extent by financial rewards
and nonfinancial rewards, :

" Motivated employees try to acquire higher skill and to perform high by scaling
up their aspiration level after every successful attainment of lower level motives.

The rates of absenteeism and turnover among motivated employees are low.
Motivated cmployees exhibit attitudes favourable to the organisation.

Good human relations exist in the organisations since there is likelihood of less
misunderstanding between superordinates and subordinates as well as among the
subordinates themselves.

Accident pronencss of the operators decreases and number of grievances comes
down.

Motivation yields job satisfaction.
High performance in terms of guality and quantity follows motivation.

William James once observed that usually people operate of an average of 20 to
30 percent of their abilitics. With proper motivation; this level can be increased
to 80 o 90 percent. As a result the namber of employes needed perform the same
tasks would be reduced to one third of its earlicr manpower needs.

4.5 Theories of Motivation

Motivation operates though a complex process that ultimale155 influences behaviour
of people in an organisation. Because motivation is so complex, many theories have
heen formulated in an effort to explain it. The existing theories can be categorised
broadly under Content or Need theories, and Process or Cognitive Theories, Content
theories deal with what motivates or the source of motivation. Content theories
mclude Maslow’s Need Hierachy Theory, Herzberg’s Two-factor Theory, McClelland’s
Acquired Need Theory, and Alderfer’s Existence, Relatedness and Growth (ERG)
Theory. Process Theories deal with how people in organisations are motivaled and
to what extend the motivated people remain engaged in work behaviour. In general

* content theories predate process theorics. The latter group of theories includes Vroom's
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Expectancy Theory, Adam’s Equity Theory, Locke’s Goal Setting Theory, and
Reinforcement Theory. Some of them that are popular among management practitioner
arc discussed here,

4.5.1 Content Theories

Content theobries of motivation help managerd to understand the crucial needs
that subordinates try to satisfy by their actions. An unsatisfied need drives g person
towards the satisfaction of that need. The different strands of content theories identify
dillerent sets of need that propel people to action. :

1. Maslow’s Hierarchy of Need Theory :

The First and still the most popular content theory was developed by Abraham
Maslow in 1943 and refined in 1954 and 1968. He contented that people have five
basic needs which they try to satisfy in a hierarchical order. These needs are
physiological needs, safety needs, social or belonging needs, self-esteem needs and
self-actualisation needs. Maslow claimed that these needs are organised in a
hicrarchical, pyramid form as shown below :

Sclf-
Actura-
lisation
needs

Self-esteem |
o _ needs
/ Social needs \
/ Safety needs ' \

/ : Physiological necds \

Physiological needs are basic bodily needs satisfaction which ensures the VETY
survival of the individual. They comprise hunger, thirst, shelter for protection from
climatic hazards, sleep, sex ete. Once these bodily needs are substantially satisfied
people tend to move to the second level of needs in the hierarchy. It should be noted

“that the biological needs cannot be satistied once for all time to come, However,
these needs are finite. The second level needs comprise protection from wild animals,
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murder, cruelty, terrorism or any other violence. People also seek stability and security
in their jobs. However, overprovision of these needs is harmful as it makes people
careless and defenceless. After gratification of the second level needs people will try
Lo seek satisfaction of the third level needs, viz., belongingness needs. The need to
belong to a social group through which, they believe, they can satisfy their emotional
needs for affection, love, warmth, and friendship. This form the basis of team spirit
and group cohesiveness in any organisation. In organisational context the most
important social groups are the formal work group and the informal group. Self-
esteem needs embrace respect, recognition, esteem, appreciation and applause from
others. Individuals seek to satisty these needs to experience a sense of sclf-worth and
egosatisfaction. Alter the sclf-esteem needs are gratified the individuals make attempt
to realise their potentiality, to become all that one can possibly become in life, to do
onc’s very best. It is almost impossible to fully satisfy the sclf-actualisation needs
since as the individuals progress in life new higher goals are set. Maslow claims that

once people reach this level they stay thee and remain motivated by this need.

The important implication of Maslow’s theory is that a substantially fulfilled
nced does not any more remain a motivator and the individual moves to the next
. higher level. This theory is based on satisfaction-progression premise.

~ Maslow separated the five needs into Jower and higher orders. Physiological and
safety needs belong to lower order and social, sell-esteem and self-actualisation
needs belong to higher order. Lower order needs arc gratified externally (by pay, job
security etc.) and higher order needs internally (by satisfactory personal experience).
The higher order needs will not motivate people until the lower order ones are
substantially fulfilled. For effective application of the theory manager should have to
know the level of needs of his subordinates and take suitable measure to induce them
to take actions 1o satisfy the present level of needs.

Maslow’s need hicrarchy is a hypothetical construct, not the outcome of empirical
research. The research does not validate the theory. Despite that the theory is popular -
among practising manager.

2. Herzberg’s Two-factor Theory :

Two-factor theory also referred to Hygicne-motivator theory was developed by
Frederick Herzberg in collaboration with B. Mausner, R. O. Peterson, and D, F.
Capwell in 1957. This theory is closely related to Maslow’s theory.

Herzherg developed his theory on the basis of an empirical research conducted
among 200 American engineers and accountants using critical-incident method for
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data collection, He sought responses to interview questions such as “can you describe,
in detail, when you feel exceptionally good about your job™, and “can you describe.
in detail, when you feel exceptionally bad about your job”. The result obtained from
the interviews were fairly consistent across the various subjects or interviewees,
Analysing the comments offered by the subjects he found that good feclings about
the job centered around the content and experiences of job (eg., experiencing
accomplishment, job offering challenge); that bad feelings about the job were associated
with context factors or factors surrounding but not directly inveolved in the job (e.g.,
salary, working condition). The content and -context lactors are associated with
motivation as satisfiers and dissatisfiers. The rescarch brought out two specific
conclusions.

The set of context fﬂctm‘s,' cxtrinsic to the job, when not present results in
dissatisfaction among the job holders; but their présance_does not necessarily motivate
them. They only prevent dissatisfaction to creep into the employees. They are called
hygiene factois or dissatisliers. They include job security, salary incmésm_;, working
conditions, company policy, quality of technical supervision, quality of interpersonal
relations among pecrs, supervisors and subordinates, and fringe benelits.

‘Motivation is built up by a set of factors intrinsic to the Job. Their presence in
the job satisfies the job holders, but their absence docs not result in dissatisfaction.
These factors are called motivators or satisfiers and are related to job content, They
include achievement, recognition, work itself, responsibility, advancement, personal
prowth and development.

Herzberg's theory uses two scts of concept : satisfaction = not satisfaction and
dissatisfaction = not dissatisfaction. Management in its cffort to motivale employees |
should prevent on setting of dissatisfaction by improving the job context factors and
simultaneously take up the job contents.
® Comparision with Maslow’s theory ;

Herzberg reduced Maslow’s five levels of need into two distinet levels. They
hygiene factors are equivalent to Maslow’s lower order needs. They prevent
dissatisfaction to fall below the floor level but do not lead to satisfaction. In terms
of motivation, hygiene factors in the workplace provide necessary foundation for
motivators to operate because they bring motivators to a “zero point’ by preventing
negative behaviour. Hygiene factors, by themselves, do nol motivate employecs to
better performance.

The motivators or satistiers correspond to Maslow’s higher level needs. Their
abscnce in the job makes the employees dissatisfied.
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@ Research on Two-factor theory
A greal deal of attention has been given to this theory by behavioural scientists,
Both supportive and non-supportive {indings have been reported. The researches
have shown that (1) a given factor (say pay) may cause satisfaction in one case and
dissatisfaction in another; (2) satisfaction or dissatisfaction caused by a factor m ay
e a function of age and organisational level of the employee; and (3) an employec

may confuse company policies and supervisory style with his own ability to perform
as factors causing satisfaction or dissatisfaction,

® Critigue

. Despite its contributions the Two-factor theory has been mlmned for a number
ol reasons.

The major criticism concerns the mcthmiulugy used to build the theory. The
critical-incident method that required the subjects to look at themselves retrospectively
fails to provide opportunity to indicate other factors outside the questionnaire. The
method has the inherent weakness of putting emphasis on the recent past and of
ignoring the impact of distant past and of equally important events.

The manner in which the Two-factor theor y has oversimplified the nature of job
satisfaction or dissatisfaction has been criticised. Satisfaction or dissatisfaction can

~ teside in the context and content of the job jointly.

Criticism has focused on the wisdom of equating satisfaction with motivation.

“The thmr_v has assumed that an employee with job satisfaction is necessarily a

motivated one,
Despile major criticisms the theory is popular among the practising managers.
3. Alderfer’s ERG Theory :

In an attempt to reformulate and to address many of the criticisms of Maslow’s
theory Clayton Alderfer in 1969 and 1972 devised ERG (Existence, Relatedness,
Growth) theory.

Alderfer reduces Maslow’s five needs to three general needs : existence, relatedness
and growth. Included under existence need are hunger, thirst, shelter, p pay and working

~ conditions — that is physiological and safety needs to Maslow. Relatedness needs

include basically the same desires as Maslow’s belongingness needs - viz., friendliness
and affection of others. Finally growth needs are the desires to be creative, to develop
additional skills and abilitics and to feel a sense of status in the organisation that is,
self-esteem and self-actualisation neéd;\; of Maslow. He agreed with Maslow that
employee motivation could be gauged according to a hierarchy of needs,
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ERG theory is based upon the following three propositions :

1. ‘The less each level of need has been satisfied, the more it will be desired (i.e.,
need saiisfaction). For example, the less existence needs (e.g., pay) have been
satisfied on the job, the more they will be desired.

- 9. The more the lower level needs have been satisfied, the greater the desire for
higher level needs (i.e., desire strength). For example, the more the existence
needs have been satisfied (say, pay), the greater the desire for the relatedness
needs (e.g., satislying 1mc1pcr~:0nal l‘ﬁlilflﬂﬂb}

3. The less the higher level needs have been aahqﬁed the more the lower level
needs will be desired (i.c., need frustration). For example, the less growth
needs have been satisfied (e.g., challenging job), the more relatedness needs
will be desired (e.g.. ﬂatmf}rmg interpersonal relationships. This is shown in
the following figure :
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Though based on Maslow’s need hierarchy theory ERG theory differs from it on

two counts.

First, the need hierarchy theory is based upon a satisfaction-progression approach;
that is, an individual will progress to a higher order need once a lower order need
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has been satisfied. ERG theory, on the other hand, incorporates not only satisfaction
progression- approach but also a [rustration-regression component. Frustration-
regression describes the situation where a higher order need remains unsatisfied or
frustrated, greater importance is placed on the next lower order necd.

The second major difference is ci:::sel'y related to the first. That is unlike the need
hicrarchy approach, ERG theory indicates that more than one need may be operative
at any one time. ;

® Research on ERG theory

A number of studies have reported stronger support for the theory than for
Maslow’s need hierarchy theory. At the same time there is also evidence that it docs
nol work in some organisations. :

@ Critique

- As it is a theory of recent origin major criticism against it has not yel been great
in number.

However, for managers BERG theory provides a more workable approach to
motivation in organisations, Because of frustration-regression component, it provides
opportunity to direct employee behaviour in a construclive manner when higher
needs are temporarily frustrated. :

4. McClelland’s Acquired Need Theory :

- Another content theory is Acquired Need Theory. It was developed by David 1.
McClelland in collaboration of associates through a long drawn research over several
years. By using a particular psychological test instrument he identified three needs .
of human beings — need for achicvement (n. Ach.), need for affiliation (n. Aff), and
need for power (n. Pow). The n. Ach is the desire for doing sumething better or more
efficiently, to solve problems, or to master a complex task. The n. Aff is the desire
to establish and maintain friendly and warm relations with other persons. The n. Pow
is the desire to dominate and control other persons, to influence their behaviour, be
responsible for other people. '

McClelland’s basic theory is that these three nceds are acquired over time as a
result of life experiences. People are motivated by the needs and each need is associated
with individual work preference. The theery encourages managers fo identify the
presence of n.Ach., n. Aff and n. Pow in themselves and in other people and to be
able to create work environments that are responsive to the respective need profiles.

Individuals with a high need to achieve prefer job situations with personal
responsibility, feedback and intermediate degree of risk. When these characteristics
are prevalent, high achicvers will be highly motivated. The evidence demonstrales
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that high achievers are successful in enirepreneurial activities such as tunning their
own business, managing self-contained unit within a large organisation, and serving
in a variety ol sales positions,

A high need 1o achieve does not necessarily make a person a good manager, Such
a person is basically interested in doing a good job and not mfluencing others to do
well. Sales people with n. Ach do not necessarily make pood sales manager, and a good
general manager in a large organisation does not typically have high need to achieve.

People with high need for affiliation like to interact with other in the organisation.
T hcy exhibit strong interest in the feclings of others, have desire for support and
approval from others. They willingly conform to the norms of the groups they belong
to. They are in strong need for interpersonal contacts. They arc sociable. They prefer
cooperalive situations rather than competitive ones, teamwork, and comimitlee
assignments, ] '

With supportive leedback people with high n. Aff perform well. Pressure from

team and commillee members also increase output of high n. Aff people.

People with high need for power seck leadership positions in groups, [reely
given their opinions on issues and attempt to convince others to change their Opinions.
They prefer to be placed into competitive situations and are status-centric. They are
more concerned with prestige than with effective performance.

A high need for power is, by itsell, neither good nor bad, Indeed managers with
high need for social or institutional power* tend to be cffective leader since power
and leadership are inferwined.

McClelland suggests that all the three needs are operative at all times, but one
or two of them will tend to dominate the individual at a point of time, Thus a person
might have high need for achicvement and power and a low need for affiliation. If
s0 the individual have to be motivated differently front some one with high need for

afliliation and for power and low need for achievement.

® Comparision with Maslow’s and Adelfer’s models

McClelland’s three needs are not unlike the needs in Maslow’s and Adelfer’s
models, n/Pow is similar to sell-actualisation and growth needs. And n Aff is similar
to sclf-esteem and belonging needs and to relatedness needs.

*McClelland differentiales between personal power and institutional or social power, Individuals high
in personal need desire to inspire subordinates and expect respeet and vbedience from them. Such be-
haviour gralifies manager's personal need. Rather than gaining personal ego satisfaction, managers with
high need for institutional power tend to exert authority and (nfluence for achieving organisational
goals. The instilutiona] power managers are very effective as they are willing to sacrifice their own
personal interests for the organisations benefits. McClelland believes that institutional or social power is
good for the organisation and personal power is detrimental to the overall interests of the organisation,
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® Research on McClelland’s theory

MecClelland with his associates conducted extensive rescarch on need for
achievemnent and devcloped a progremme for (raining people to make them high
achievers. Rescarch on the other two needs was less in number and extensivencss,

4.5.2 Process Theories

Process (heories consider motivation as an individual choice process. The choices
(or decisions) relate to the decision-makers’s job behaviour. While making the
conscious choice mdmdualb rely upon past and current information about their goals
expected and scnse of faimess to choose their behaviour; P-:mplc: also rely on their
expectations of the rewards or punishmenls associated with certain behaviour for
making their choice. Thus, understanding the process or mechanism by which
individuals make choices about how much cffort they will put on the job and how
long they will get themselves engaged in the job or when they will stop the work will
help managers to motivate people better. As mentioned earlier there are several
approaches that reveal the process of decision-making.

L Vroom’s Expectancy Theory :

Victor Vroom in 1964 formulated his process thedry of motivation that he calls
expectancy or Instrumentality theory. The theory argues that individuals before exerting
offort evaluate various strategies of behavieur (c.g., working hard each day versus
working hard three days out of five) and then choose the particular strategy that they
helieve wiil lead to those work related rewards that they Value (c.g., pay increase).
If the employee believe that working hard for five days will lead to pay increase,
expectancy theory would predict that this will be the job behaviour he well choose.
© So, in the basic form, expectancy theory relates to choice of behaviour.-Simply put
expectancy theory is

g J-\--"“-\._\__ L BT 3 J\-\-""‘-—\.\_ v
People F:_x.mt e = lask e ,,;:} Work related
‘workeffort: = L= performance i oulcome
Expectancy Instrurnentality Valence

A basic Expectancy Model

The key variables in Vroom's theory are then expectancy, Instrumentality and
Valence. The variables are explained here.
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Expectancy. The individual assigns probability that work effort be followed by
a given level of achieved task performance. Expectance would equal to “O® if it was
impossible to achieve a given performance level; it would be “1” 1f 4 person was
100% certain that the performance could be achicved,

Instrumentality. 'The probability assigned by the individual that a given level of
achieved task performance will lead to various work outcomes. Instrumentality, like
cxpectancy, varies belween “1" meaning the reward would be 100% certain to follow
performance and “O” indicating there i is no chance that performance would lead to
the reward. ) : ;

Thus, the probability operates at two levels—expectancy and Inalrumcnmlity.

Valence. The value attached by the individual to various work outcomes is
valence. Valences from a scale from “—1" (i.c., very undesirable outcome) to “+1"
(i.e., very desirable outcome). :

So the work effort of people depends upon

1. The person’s beliel that work efforts will enable him to achicve varmua
levels of task performance. :

2, The person’s belief than various work outcomes will result from the
achievement of various levels of work performance.

3. The values the individual assigns to these outcomes.

" A schematic example of the theory is given below : -

. High pav
: . * increase
| Hi ;
£h High
Ll effort petformance
s Brclusion
from Aroup
Individoal s decision
to m ake wiork effort _
Average Pay
? ihcrease
Paih B Low Luv:a' LD
L A performance
: . Croup
acceptance
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The individual is depicted as making a decision how much effort to spend at
work. In the figure, the individual may elect to follow Path A (working hard to
achieve a high performance level) or Path B (\ﬁr mkuw less. hard and achicving a low
performarnce level).

Under the theory, the first question the mdmdml asks himself is “can T achieve
different performance levels as a result of my work cfforts?” Once this question is
answered attention shifts o the outcomes that may be associated with each performance
level. In the example, a high pay increase and social exclusion [rom his work group
follow the achievement of high performance. By contrast, a low performance level
results in average pay increasc and group support from co-wotkers, Finall}f'. the
individual must evaluate cach work outcome—high pay increase as very desirable
and social exclusion as very undesirable. :

Which path the individual will choose? The answer depends upon how do the
three components (viz., expectancy, instrumentality, and valence) ol the theory affect
the motivation. Vroom has provided an answer in the form of an equation.

Motivation=E x ITx V

Thus it is found that the key variables are multiplicatively interrclated. This
multiplicative relationship means that the motivational appeal of a given work path
is drastically reduced whenever any one or more of expectancy, instrumentality or -
valence approaches the value of Zero. Conversely, for a given reward to have a high
and positive motivational impact, the values of E, T and V are to be high and 13usitive:
The answer to the qucstion depends on

1. Whether E is high or low?

2. Whether 1 is high or low?

3. Whether V is high or low?

4. Whether combination of E, T and V is high or low?

Multiple Expectancies — Lxpectancy theory is capable af accn:-mmodatmg

multiple work outcomics in predicting motivational level. High pay increase and
social exclusion are two outcomes of high work elfort. Or average pay increase and
group acceplance are two outcomes of low work effort. The path to be chosen is
determined by the combined sum of E, I and V. If values of E, I and V are I (one)
for pay increase and that of V is —1 for group exclusion then

Motivation :

High effort  =(E x 1x V) pay + (Ex 1 x V) group .
=1 % 1 % 1) pay+(1 X 1 X -1} aroup
=()x D '
=
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Thus, because of the multiplicr effects and multiple expectancies the individual’s
motivation to pursue the high performance path is zero. Even though high pay was
both highly valued and considered accessible to the individual, its motivational power
was cancelled by the countervailing, negative effect of high performance on the
individual’s social mlatmmhlp% with his workers.

When the expectancy equation is apphed Lo the low r::fi’mi path, a different result
occurs, Assuming that the values of E and T are one and that of V is .5 for average
pay and is 1 for group acceptance, the equation works out as follow :

Motivation '
Low effort = (E X I x V) pay+ (E x 1x V) group
(1 1x.5) pay + (1x Ix 1) group
=541 '
=15

When the motivational value of low effort path (1.5) is compared with high
effort motivational value of O, it is clear the individual would be motivﬁlﬂ_d towards
low performirce, Concern for group acceptance and perception that achieving
minimum perforinance standards would still result in an average pay increase (rather
than no increase at all) would contribute this result, Expectancy theory, therefore,

predicts that this person fo be a low performer based upon the available work outcomes
and their individual outcomes,

The key to expectancy theory is the understanding of an individual’s goals and
the linkage between effort and performance, between performance and rewards, and
finally, between individual's goals and salisfaction.

® Research on Yroom’s theory

A preat deal of rescarch has been conducted on the basic Expectancy theory
model, and it suggests that the model is probably more complete than the content
theories. One ol the problems with the Expectancy theory is that it is a complex
theory to test it fully. Still, the logic of the model is clear, rll'ld the steps are useful
for clarifying how managers can motivale people.

The theory is not above criticism. Some critics suggest that the theory has only
limited use. They argue that it tends to be more valid for predicting level in situations
wherte ctfort—performance and performance—reward linkages are clearly perceived -
by the individual. Since few individuals can perceive a high correlation between
performance and rewards in their jobs the theory tends to be idealistic,
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2. Adam’s Equity Theory :

Equity theory is another process theory of motivation. Tt has been developed by
1. Stacy Adams (1963 and 1965). The theory argues that when people judge the
faimess of their work oulcomes in comparison with others, felt inequity becomes a
motivating state.of mined. That is, when people perceive inequity in their work
rewards, they will be aroused to remove the discomforl and restore a sense of felt
equity to the situation. Inequilies exist whenever people feel that the rewards for their .
work mputs arc unequal to the l'ev.;ards other persons appear to have reccived for
their inputs. Age, sex, education, qualifications, social status, orgdnisational position,
and how hard the person works are examples of perceived inpul-variables. Outcomes
consist primarily of rewards, such as pay, promotion, status, and intrinsic interest in
the job, The person with whom comparison is made is called the reference person or
referent. The reference ﬁcrson may be someone in the individual’s own work group,
in another work group, or outside his organisation. For the individual the ‘equity
comparison or the thought process that determines such a feeling is

Individual rewards Compared - Referent rewards.
{ e 5

_>,.
Individual input with - Referent input
Resolving the felt inequitics

_After comparison the individual feels inequity. Incquity may cither be negative
or positive. A felt ncgative inequity exists when an individual feels that he received
relatively less than others in proportion to work inputs. A positive fell inequity exists
when an individual feels that he has received relatively more than others in proportion
‘to work inpuis. Both felt negative and felt positive inequity are motivating states.
When either exists, the individual is predicted to engage himsell in one or more of
the following behaviours to restore a sense of equity :

1. The person can alter inputs (cffects). That is, people who feel they are
underpaid for their efforts, may tend to reduce their efforts, and people who
feel they are overpaid, may want to increase their efforts.

2. The person can try to alter the outcomes or rewards.

The person can cognitively distort inputs or outcomes.

(i

4.- The person may quit the job.

The person can try to influence referent to reduce inputs.

. * The person can change the level of comparison.
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The following figure illustrates the positive-negative inequity possibilities :

Focal person A Comparison by Reference
Focal person A person B
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The figure present a three-step process :
1.. Comparison ol outcome/input ratios huiwmn focal person A and reference
_person B

b

Decision whether there exists cquity resulting in satisfaction or inequity
resulting in dissatisfaction in the given situation; and '
1 Mntwatmg behaviour to reduce inequity.

“There are a number of behavioural patterns thal an mdmdual can pursue (o
reduce inequitable situation. First, When negalive incquity is caused by a lower
output/input ratio for the focal person A (say underpayment), he may attempt to
improve outcomes as compared Lo the reference person B. For example, if the employce
helieves that he is being paid less than another worker for comparable inputs, he
could ask for an adjustment in his income (pay increase). Second, mechanism may
be to decrease input by reducing his productivity level or increasing time-off from
the job. A third possible mechanism for adjusting negative inequity in an underpayment
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situation for the focal person A is to change the reference person B to bring about
a more realistic comparison. When positive inequity is caused for the focal person
A (over payment), he will be motivated to remove this' inequity by decreasing
outcomes, or most probably, by increasing _inputs:

@ Research on Adam’s Equity theory

Till date a limited number of rescarch studies has been carricd out and they
have been both supportive and non-supporiive. However, research, in general,
appears o support more strongly the underpayment aspects of the theory
than the overpayment situations.

@ Review of the Equity theory -

" The theory till now has not been able to answer to thc following questions :
How do employees define inputs and outcomes?
How do they handle conflicting equity signals?
How do they combine and weigh their inputs and outcomes to arrive at
totals? - :

Yet, regardless of these problems, equity theory continues to offer managers
some important insights into employee motivation.

3. Locke’s Goal Setting Theory : _

Edwin Locke (1968) perceived that behaviour is dﬂtm;mlﬁad by two cognitions
values and desires that define the goals people set for themselves, For example, if a
person has a high work ethic value, he is likely to set a high perlormance goal and
works towards a high level of performance. Actual work hahaviour then becomes a
function of values and goals sct by the individual. The individual will be motivated
to set and strive for goals if he both understand and accept a particular goal.
Furthermore, he will not bé motivated if he does not possess and knows that he does
nol possess the skills needed to achieve the goal. Thus, according to goal-setting
theory of molivation, the individual is motivated when he behaves in way that move
him to certain clear goals that he accepts and can rcasonably expect to attain,

An individual’s actual actions are not only directly influenced by his personal
goals but also by the organisational goals. These two sets of goal are competitive.
Employees normally pursue both individual and organisational goals. The extent to
which an employee accepts the organisational goals has a direct influence on the
effort he will expend. If organisational goals and individuals goals are compatible,
* the employee's actions will be directed towards or ganisational goals. If there is lack
of congruence belween these two types of goals, the individual will try to accomplish
individual goals unless there is external pressure to accomplish organisational goals.
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In summary, it can be said that the individual’s rcasoning passes though the
following four phases :

1. Establishment ol a standard to be attained

2. Evaluation of whether the standard can be achieved

3. Evaluation of whether the standard matches personal goals
4

The standard is accepled, the goal is set thereby, and direction of behaviour
towards the goal is decided.

If employees are to be motivated to perform well on their jobs four important
requitements should be met while setting the goal. They are goal specificity, goal
difficulty, godl acceptance, and feedback.

Goal specificity. Goals have values to individuals. Goals that are set should be
clear and specific. Managers should make it abundantly clear to the employees what
is expected of their performance both in terms of quantity and quality. Such knowledge
removes ambiguity that may exist. The employees can then decide the right amount of
effort to be cxpended to achieve the goals. The specificity of pgoal itself acts as an
internal stimulus, Results of research indicate that setting specific goals is a better
motivator and achicves better resulis than asking employees to “be their best”. Some
consultants argue that simply setting clear goals can often increase performance by 15
to 20 percent. Tying rewards to goals can increase performance by as much as 40 percent.

Goal difficulty. The more difficult a goal is, the more effort a person will put
forth. However, if' goals are set unrcasonably high, the individual may become
discouraged; this possibility can be reduced if the person participate in the goal
setting process. It is logical to assume that casier goals are morc likely to be accepted.
People with high achievement need (n. Ach) prefer moderately difficult goals and
people with high esteem nced avoid easy goals. If factors like competance and
acceptance of the goals arc held constant hen more dillicult the poals, the higher the
level of performance.

Participation in goal setting by employees. Employee participation in the process

~ of poal sctting Jointly with the superiors leads to greater acceptance of goals. 1t seems

that participation in goal-setting process helps employees to better understand the
goal. Employees accept the goals when they are in consonance with their values.
Acceptance leads fo higher level of goal commitment. Commitment to the goals
implies that the individual is determined not to lower of abandon the goal, This is
likely to occur when goals are made public, when the individual has an internal locus
of control (the degree to which people believe they are masters of their own fate) and
when the goals are self sct rather than assigned, Once employees understand, accept
and commuit themselves to the goals they will be motivated to put lorth greater effort
and perlorm well.
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Feedback on goal effort. Employees will do better when they get feedback on
how well they are progressing towards their goals because feedback helps to identify
discrepancies belween what they have done and what they want to dao; that is, feedback
acts to guide behaviour. Bul all feedback is not equally effective. Self-gencrated
feedback—where employees are able to monitor their own progress — is more
powerful motivator than externally gencrated feedback.

In addition to the above four requlreménts twio other factors have been found to
influence the goals-performance relationships. They arc sell-efficacy and national
culture.

Self-efficacy. Self-efficacy relers to an individual’s beliel that he is capable of
performing the task: that is, he knows that he does possess the knowledge and skills
to perform the task. The higher his self-ellicacy, the more confidence he has in his
ability to succeed in a task.

So in different situations, people with low self-elficacy are likely to lessen their
cffort or give up altogether whercas those with high sell-efficacy will try hard to
master the challenge. In addition, individuals high in sclf-efficacy seem lo respond
to negative feedback with increased motivation, those low in self-eflicacy are likely
to lessen their effort when feedback is negative.

National culture, Goal-setting theory has been built up on the notions of work
values and desires of individuals, These two cognitions are broadly culturally
determined. So its workability is dependent on the national culture. The theory assumes
that subordinates will be independent, thalt managers and subordinates will seck
challenging goals, that employces as individual will place much emphasis on personal
initiative and achicvement, and that employces have a strong tendency to make
money by performing well. So goal-setting theory is niot capable of leading to higher
employee performance in countries where the culture fails to uphold assumptions of '
the theory.

® Rescarch on Goal-setting theory .

Research shows that when goals are specific and challenging, they [unction
more effectively as motivating factors in both individual and group
performance. Research also shows that motivation and commitment are higher
when employees participate in goal setting, Employees need accurate feedback
on their performance to help them adjust their work methods when necessary
and to encourage them to persist in working towards goals.

Goal-sctting theory jobs, Expectancy theory and Reinforcement theory (io be
discussed shortly) as a different way to explain thy people behave as they do.
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4. Reinforcement Theory :

Eeinlorcement theory of motivation is broadly based on learning theory and the
works of B. F. Skinner. The foundation of this approach is based on three f‘mulmncu!al'
factors, : :

First, it is believed that human beings, are basically passive and merely indicate
the relationship between the forces acting upon them and their outcomes, Behavioural

explanations that assure that individuals actively initate behaviour on their own are
rejected. '

Second, Reinforcement theory also rejects that explanation that behaviour is
grounded on an individual’s inner cognitive events, such as needs, drives or goals;
what controls behaviour = are reinforcers—any consequence which, when immediately
following a response, increases the probability ‘that the behaviour will be repeated.
The focus of attention is one behaviour itsell which can be observed from outside
and measured.

Finally, Reinforcement theorists state that a relatively permanent change in
behaviour of an individual results from reinforced behaviour or experience. Stated
differently, by proper reinforcement, the likelihood that desired behaviour to be
exhibited by the individual can be increased, and the likelihood that undersired
behaviour to be cxhibited by the individual can be reduced or both.

Operant Conditioning

Remnlorcement theory has been operationalised in organisations (hrough the method
of operant cohditinning. So the theory is alternatively called as Operant Conditioning
theory. Although there is no single accepted theory of operant conditioning, there is
a set of fundamental ideas and principles. Operant conditioning is defined in terms
of relationships between stimuli (S) and reinforces (R)as (S— R orR — 8§). In
simplest terms, Stimuli are things or events in the world outside the person, while
reinforces are actions which a person engages in, stimuli can both precede or follow
responses. ot example, in an organisation a typical stimulus might be the request
from one’s boss to do a particular job. This stimulus might be followed by ihe
response ol doing the job. This response might itself be followed by another stimulus,
such as the boss offering congratulations on doing the job so well, Thus, the
consequences of behaviour (rewards or punishments) are made to occur contingent
upon the individual’s response or his failure to respond. The consequences or types
of reinforcement determine the likelihood that a given behaviour or response will be
performed in future. This process can be expressed in the following way

Stimulus — Response — Consequences — Future Response
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Behaviour Modification. For changing the behaviour of an individual the
consequences must be altered. Since operant conditioming is concerned with the
process of modifying behaviour by manipulating the consequences of various
behaviour, examination of the various types of reinforcement is necessary.

Types of reinforcement. Four basic types of reinforcement are available to the
manager for the task of m:;:difying individual behaviour. They are (1) positive
reinforcement; (2) punishment; (3) negative reinforcement; (4) extinction.

Positive reinforcement. Positive reinforcement can be used - to increase the
frequency and strength of desired work behaviours by making the reinforcement (e
the consequent desired behaviour of the employee) contingent upon the occurrence
of the desired behaviour in the employee. For example, a manager approvingly nods
to a subordinate after he has done a good job. Positive reinforcement, here appreciative
nodding, involves rewarding a desired behaviour with some form of recognition and

approval which makes the employee happy and encourages him to repeat the same
behaviour,

Negative reinforcement. Nepative reinforcement increases the frequency and
strength of a desired behaviour by making il conlingent upon the avoidance of
undesirable {:(msequeﬁce for the ehlplc_b}?cc. For example, a manager who had been
nagging a worker every day about his poor performance does not rag day when the
daily production quota is met. That is, manager withholds reprimand on the day of
exhibiting desired behaviour (fulfilling the daily quota), just to avoid unpleasantness
in future, the worker will try to exhibit the desired behaviour. Thus, negative
reinforcement implies that the more anticipation at aversive stimuli from the
environment by the employee will reinforce the désired behaviour,

Punishment. Punishment decreases the [frequency or weakens an undesired
behaviour by making il contingent upon the occurrence of an undesired consequence
for the employee. For cxample, if an employee report late for work two time a
month, he looses a day’s earned leave. The employee is this punished which serves
as a lesson lor not reporting late.

There is difference between punishment and negative reinforcement. In
punishment, undersired consequence is applied to decrease the [requency of or strength
of undesired behaviour, whereas in negative reinforcement an undesired consequence
is withheld when desired behaviour is exhibited.

Extinction. Extinction refers to the weakening and ultimate elimination of an
undesired behaviour by making it contingent upon the removal of a desirable
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consequence for the employee. Extinction involves three steps : (1) idcr_n_ifying the
behaviour to be eliminated; (2) identifying the reinforcers that encourage the behaviour
to be climinated; and (3) stopping the reinforcers. For example, an cmployee is
becoming disruptive by breaking the established work rules. He receives social
approval for his distuptive acts from the co-workers. The manager talks with and
counsels the co-workers providing reinforcement (o the disruptive worker to stop
giving this approval. In duc course, the employee will stop undertaking disruptive
acts since he is not being reinforced by his colleagues. An undesirable behaviour can
thus be effectively extingnished or stopped by withholding reinforcers. :

For making the matter clearer the following figure is given

Stimulus Work " Possible Type of
; behaviour Managerial Reinforcement
actions
Praises &

recommends Positive
pay increase | - _ |
Constantly / . -
' records 2
: \ Avoids harassing
Nursing : ; nurse & does not Negative

Supervisor ' reprimand
instructs to
record fluid
intake on ; -
patients | Withholds
record praise & pay Extinction
/ increase
Constantly
fails to records
\ Reprimands
i & Punishment
ol - harasses
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Effectiveness of alternative sirategies.

OFf the four sirategies, positive reinforcement is by far thc most effective and
powerflul for facilitating desirable behaviour. Positive reinforcement clearly indicates
to people J:xac[l}' what behaviour is desired, and it is the only stralegy that provides
them with rewards contingent upon engaging in desired behaviour. Extinclion and
punishment do nothing to help people to discover what it is that they should be
doing; all these two strategies do is to point out that the people are currently doing
wrong things. Punishment has the added disadvantage of generally creating frustration,
anger, and hard feelings on the part of those being punished. Negative reinforcement
also creates many of these negative feelings, since it requires the administration of
negative, undesirable stimuli unless the desired behaviour 1s engaged in.

Application of the theory involves choice of the particular strategy to be used and
the frequency with which reinforcer is provided. As already said positive reinforcement
(ie., reward) effectively produces desired results, particularly when the reward is -
closely tied to the accomplishment or organisational goals. Of course, it is important
to understand that if managers want significant improvements in performance, they

must apply the reinforcers repeatedly over time. But managers must be carcful to

reward the behaviour the employees desire, If an cmployee who wants to promotion
and works hard with good performance sees that instead of promotion he has been
given a pay increase, the desired result of continued hard work may not be forthcoming
in future.

® Review of the theory

Many scholars are not willing to accept Reinforcement theory as a true
motivation theory. They argue that Reinforcement theory ignores the inner
state of the individual and concentrates solely on what happens to a person
when he does some actions. It explain behaviour as an involuntary reaction
to environmental stimuli; it does not concern itself with what initiates
behaviour.

Scholars who accept it as a theory or motivation arguc that Reinforcement
theory, like Expectancy theory, is a way to link motivation and behaviour
" since the theory involves penpl'cs memory ol past stimulus-response-
consequence experiences. At least it does provide a powerful means of
analysis of what controls behaviour. However, to many reinforcement is a
motivational device and they consider it to be a cognitive framework.
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4.6 Kxercise

Define motive and motivation;

Why is motivating organisational members considered to be a managerial
function?

Make distinction between content and process theories of motivation.

4. -Give an idea of Maslow’s Need Hiemchz,r Theory.

e

After giving a brief account of Two-factor Theory compare it with Maslow's
Theory.

Discuss ERG Theory.

" Discuss McClelland’s acquired Need Theory.

Give a broad view of Vroom's Expectancy Theory.

How does the Equity Theory operate? -

. 'What is Goal Setting Theory? What requirements are to be met while setting
 goals? :

. Is Reinforeecment Theory a proper motivation theory?

.- Operant conditioning can modify behaviour, How does it modify human:

behaviour?
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Unit 5 O Leading People

Structure

51  Introduction

52 Definition

5.3 Significance

: 5.4  Theories of leadership
5.4.1. Trait theories

5.4.2. Bcehavioural theories
5.4.3. Contingency theory

5.5 Exercises

51 Introduction

Leading the people of organisations is another managerial function. The man
who leads is the leader and his activities are called leadership function. He leads his
-followers, so leadership is a group phenomenon, not an individual one. Issue of
leadership arises in all kinds of group including work groups.

Managers in their formal positions en_jby specilic authority and righté and have
[nite responsibilitics and obligations. In a formal work group the manager is the
formal leader and other members are his formal followers. Formally imposed leader
if not accepted by the followers the leadership evaporates,

For securing acceptance by the followers (i.e., subordinates) majority ol formal
leaders (i.e., managers) resort o formal authority attached to their organsiational
_positions and cither reward or penalise them. Experiences say that rewards or penalty
can secure overt ﬂCCt:ptallcc of leadership, but mverti}; the followers despisc the
leader can cold shoulder him.

Managers and leaders are different persons. They differ in motivation, personal
history and their way of thinking and acting, Managers tend to adopt an impersonal,
il not passive attitudes towards group goals, whereas leaders take personal and active
attitudes towards them. To managers work appears to be an enabling process; a
process that helps them to combine people and ideas for the purpose of making
decisions and setting strategies. Leaders work Irom high-risk positions;
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temperamentally they are risk scckers, particularly when opportunity and reward
appear high. To avoid anxiety arising out of solitary activity managers prefer to work
with subordinating followers. They relate themsclves to people according to their
roles they play in a decision-making process. As leaders are more congerned with
ideas they relate them to people in intuitive and empathetic ways.

Further, managers and leaders dilfer in their vision ol their respective tasks,
Managers try to cope with complexity and for it bring about order and consistency
by drawing up formal plans, designing rigid organisation structure, and monitoring
results against the plans, Leaders are interested in coping with change; by visualising
the [uture they decide the direction the organisation or group needs and then align
people by communicating the vision and motivate them to overcome the hurdles,

The conclusion is that all formal managers are not necessarily leaders; some of
them may emerge as leader provided they process leadership quality.

As already hinted, leadership is not only quality of the single person but a group
issue. Tt emerges in a group situation and is practised within it; outside the group it
has no existence. Appreciation of leadership is possible with the help of knowledge
about group. '

Group means a set of individual who share a common fates that is, who are
interdependent in the sense that an even which affects one member is likely to affeet
all. Typically, the human group shares a common goal, and its members interact in
their attempt to achicve the goal. Typically, also the members are rewarded as a
group for achievirig their goal; they arc punished if their group does not perform as
cxpected. Work or task group is one varicty of human groups. Task groups are
creatures of a larger organisation. Instead of being indcpendent of organsiation they
are part of it. Leader of a task group leads the members of the group. The leadership.
function he reforms in the context of a situation. So in addition to leader and followers
the other component of leadership is the situation. '

5.2 Definition

There are almost as many definitions of leadership as there are persons who have
attempted to define the concept. Earlier, altempts were made to define leadership in
terms ol traits or attributes. Trait definition has not been supported by subsequent
rescarch findings. Then it was defined in terms of functions. Suggested leadership
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functions include arbitrating, suggesting, supplying objectives, catalyzing, providing
sccurity, representing, inspiring and praising. At present leadership is defined in
terms of the influencing process. “Leadership is the process of influencing group
activities toward goal selting and goal achievement” (Stogdill, 1950).

Focus on influencing process allows to include both formal and infnrmai
influcnces. Obviously, the formal leader (read manager) on the strength of his authority
bestowed on him along with the formal position in the organisaton influences the
subordinates’ behaviour. Subordinates’ behaviour can also be influenced in['{.nmally.
Informal influence is not exerted from formal position or with formal authority. He
inlluences through his personal quality or power (power is nol synonymous with -
authority). In a particular situation two leaders — one formal and one informal —
may cocxist. If the formal leader can act out both the roles of formal and informal
leader there is mo scope of emergence of an informal leader. Whether formal or
informal leaders influence the behaviour of the followers this is done in a specific
situation. Leadership thus involves a leader, followers and a situation. Hence leadership
can be expressed in the form of an equation. o

Leadership - I (leader, followers, situation)

The process of influence. Influence is delined as the process of allecling the
potential behaviours of others. It transforms the polential behaviour of the people
within the organisation. There arc three processes to influence people’s behaviour.
They are compliance, identification and internalisation or some combination of them.

Compliance. Compliance occurs when people are influenced to do something
against their will because they have been coerced into doing it. In other words,
people obey because the consequence of not doing it may be too high. In most
authoritarian organisations, superiors influence subordinates through the process of
coercion which often elicits reluctant and half-hearted compliance. Such compliant
behaviours get easily extinguished when the leader is not in the vicinity.

Identification. Tdentification occurs when people do things that the leader wants
them to do because they like him and want o put forth the cffort to accomplish the
tasks that the leader would like them to do. This could happen either because the
leader is attractive or acts as a role model, or has some qualities that are valued and
admired by others in the organisaiton. Such a leader has charisma and people
voluntarily behave in functional ways when they identily themsclves with the leader,
[However, functional behaviour may not continue if the leader is transferred since the
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person they identily with has been removed from their presence and there is no self-
directed motivating to act independently ol the leader. :

Internalisalion. Inlm*nuiisatinn.ul_::curs when followers are convinced that acting
in particular ways as directed by the leader is in their best interests. This may happen
when the followers have faith in the leader. Having internalised the values or opinions
of the leader because ol their high trust in the leader’s judgement and expertise, the
followers willingly do whﬂteve;‘ needs to be done. Convinced that it is in their hest
interests o act as directed, they become sclf-motivated and hence do not require
continuous preseace of the leader o engage in functional behaviours to pet things
accomplished. The desired behaviour '1:_"-_. sustained over time because the employees
have internalized the values.

The manager who by creating the right situation helps his subordinates to
internalise his values and plays as their role model emerges as the ellective leader.

53 Signi[’icancg'_uf Léa(iership :

The significance of leadership arises [rom the wishes of every manager to prove
himself to be an effective leader.

1." Manager depends on other people to get work dome. He acquires certain
~ lepitimate authority to influence his subordinates for gelling the work done
(for example, pay increase, promotion, disciplinary actions). To be a truly
effective manager, his leadership must be willingly accepted by his subordinates,
This means that the manager has to rely upon other sources of influence (for
example, personal expertise, charisma and ability to relate to people).

2. Leadership is closely connected to the motivation of subordinates and other

people manager tries to influence. The growing need for more complete use
of human resources means manager has to depend more and more on their
ability to tap the motivation of people, In tum, manager’s ability to motivale
will depend upon his compelence Lo exerl appropriate leadership.

3. Tt has been observed that most managers “do things right” while organisations
need leaders who “do the right thing”. Organisations fail to excel without
appropriate leadership. Furthermore, changes in technology and the environment
are creating an increasing need for mangers who can provide leadership.

4. Managers [unction is shifling organisational context. Without clear
 understanding of the nature of the context they fail to lead their subordinates.
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Leadership quality enables th_z:m to understand the true nature ol the conlext
and they can get the things done rightly.

Managers by doing the following functions may make them acceplable as role
model to their subordinates. These functions are, truly speaking, the acts of he
leader, They display the importance ol leadership.

1. Determining Goal. A leader performs the creative function of laying down
goals and policies for the followers. He acts as a guide in interpreting the
goals and policies. :

2. Organising activities. A leader by systematically assigning the tasks to his

- fallowers can reduce the change of conflict among them.

ra

Achieving coordination. A leader by integrating the goals of the individuals
with that of the organisation creates a community of interests. He shares
information with his group for the coordination of their efforts.

4. Representing the followers. A leader represents his group to others. The
leader anticipates the needs of the members of his gmup'n before they are
expressed and takes initiative to fulfill them. :

5. Providing guidance. In a situation of ambiguity the leader provides guidance
to his followers. He also makes him available to them for solving any problem
they face.

6. Building followers’s morale. By developing good human relations and
facilitating interactions among the group members the leader improves their
morale. ; ' ;

7. Tacilitating change. Lower level people most often resist any change. A
leader can overcome the resistance and facilitates the change.

5.4 Theories of Leadership

What are the characteristics behaviours or situations that make one form of
leadership more effective than any other form? Three alternative approaches that are
available may help to answer the question. These approaches are otherwise known
as theories. They are (1) Trait theory, (2) Behavioural theory, and (3) Situational
theory. They deal with leadership concept from three different angels of view. The
trait theory, the earliest one to surface, examines leadership by answering to the
questions : “Tn terms of individual characteristic differences who are the most effective
leaders?” “ Is thete a set of finite individual characteristics of traits that can distinguish
successful from unsuccessful leaders?” The bahavioural theorists approach the issue
from the view point of style ol lcadership and try fo tackle the questions such as, “Is
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one leadership style more effective than any other style?” Or “What the leader docs?”
The situational theorists consider leadership as a complex process that involves the
leader, the followers and the situation. Thc;,r helieve that effective icadcrship is a
function of the characteristics of the leader, the style of leadership, the characteristics
of the followers, and the situation surrounding the leadership environment. But
situational theorists emphasise more on the Leader’s situation.
5.4.1. Trait Theory

More than 80 years back serious siudy of leadership started with efforts 1o
identify a sct of traits common to all good leaders. People who become leaders must
be superior individuals, it was assumed. They musi have some fundamental
characteristics to offer their followers which would allow them to emerge as leaders
in almost any group. Given this hypothesis, the best way to understand leadership is
to find those characteristics or traits that distinguish leaders from their followers,

Researchers began an exhaustive search for indentifying characteristics of
established leaders, The list of traits thus prepared was endless but typically included
such things as size, energy (both nervous and physical), intelligence, sense of direction
and purpose, enthusiasm, friendliness, integrity, morality, technical expertise,
decisiveness, perceptual skill, knowledge, wisdom, imagination, determination,
persistence, good looks (physical and sartorial splendor) and courage. For bringing
some sort of order among the listed ilems Stogdill classified these traits into six

categories and each category includes several trails, Leader’s traits as found by
Stogdill are presented below :

Leader Traits (Based on Research Findings)

Catepory : Traits
Physical characteristics Age, Appearance, Height, Weight.
Social background Education, Social status, Mobility.
Intelligence _ Intellect, Ability, Judgement, Knowledge,

Decisiveness, Fluency of speech.

Personality Aggrﬂssivcncssﬁ Alertness, Dominance,
Enthusiasm, Extroversion, Independence,
Creativity, Personal integrity, Self-confidence.

Task-related characteristic Achicvement, Initiative, Persistence, Enterprise,

! Task-orientation,

Social characteristics Administrative  ability,  Attractiveness,:
Coorporativeness, Popularity, Prestige, Sociahility,
Interpersonal Skill, Tact, Diplomacy.
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The six categories consist an impressive list of 34 traits but the pertinant question
is; arc all of them or a particular combination of some of them found of them found
in all suceessful leader.

@ Critique

The presence of these traits does not ensure leadership success; nor does their
absence preclude it. However, an individual possessing these basic ingredients has a
higher probability of becoming a successful leader than without them.

- Researchers have obtained these (raits alter a person had emerged as a leader,
and so they do not prove a cause-and-effect refationship.

Moreover, what makes some one leader in one group, it turns out, is not necessarily
what makes him leader in the next group. If members of actual groups are asked what
kinds of persons usually become the leaders, they would give numerous and divergent
answers, depending upon the particular type of group. The leader of a coalition is
usually the one who best represents the group’s ideals, as well as the one who makes
good decisions. The most influential member of an auto-designing group is usually

the best idea person. In a friendship clique, the most influential person might be the
wittiest, or the most sociable person.

The search for natural leaders is clearly way to approach the phenomenon of
group leadership, The type of traits that distinguishes a group’s leader will depend
on the needs and demands of the particular group. In fact trait theory fails of prescribe
the essential traits to be possessed by a person for becoming a successful leader.

5.4.2. Behavioural Theories

Dissatisfaction with the trait approach to leadership led behavioural scientists to
focus their attention on the actual behaviour of the leader—what he docs and how
he does il. The foundation for the style ol leadership approach is the belief that
cffective leaders utilise a particular style to lead individuals and groups in achieving
goals, resulting in high productivity and morale. Unlike trait approach, the behavioural
approach focuses on leader’s effectiveness, not on the emergence of an individual as
a leader. In other words, instead of concenirating on the distinguishing traits of
leaders, behavioural scientists try to locate their unique behaviours.

In fact, style of behaviour study started with the research of Lippitt, White and
Lewin doring 1938 and 1939 (known as lowa leadership studies), They studied the
elfects of three leadership styles — autocratic, democratic and laisscz-faire — on the
behaviour of a group of boys. It was found that aulocratic leadership resulted in
either aggressive or apathetic behaviour, laissez-faire style resulted in the worst form
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of aggressive acts, and the democratically led boys [ell between two cxtremes in
terms of aggressiveness and apathy. Though nol scientilically conducted as an
experimental design, it was the pioneering study that concentrated on leadership
styles and followers behaviour. In late 1940s researchers (ried to correlate leader
hehaviour modes: lo subordinate’s performance and satisfaction.

Subscquent studies developed a good number of hchcwmural theories of leadcrslnp
Some of these studics are discussed below.

1. University of Michigan Studies :

The University of Michigan in late 1940s conducted empirical studies to identify
styles of leader behaviour the results in higher performance and satisfaction of a
gml.ip. The studies found two styles of leader behaviour — employee—centered and
production-centered behaviour. Employee-centered leaders are those who are greatly
concerned with employee wellare and satislaclion while production—centered leaders
place a higher emphasison how well the job gets done. Comparison between the two
orientations are shown in the fullﬁwing table :

Employee-centered leader Production-centered leader

1. accepls suhordinates as human | 1. Considers employees as production

beings.

2. is concerned with employee well-
being and satisfaction.

3. encourages and involves employees

tool.

. relies on work standards, procedures

and rules; stress on technical aspect
aof job.

. exercises close supervision.

in setting and implementing group
goals.

The Michigan studies found that both the styles of leadership led to increase in
production, but it was marginally more in case of production-centered style. However
the use of dircct pressure and close supervision led to decreased satisfaction and
increased turnover and absenteeism, The employee-centered approach led to improved
work-flow and more cohesive interactions resulting in increased satisfaction, and
decreased absentecism and turnover. This study suggested the superiority of employee-
centered leadership style. ;

@ Review
Michigan studies suffer from some debilities. They are : :
1. They failed to suggested whether leader behaviour is a cause or an effect.
They could not clearly state whether employee-centered leadership makes the
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group productive or the highly productive group induces leader to be employee-
centered. = :

2. The studies did not take into accounl he nature of the subordinates’ tasks or
their personal characteristics, They also ignored group characleristics and other
situational variables.

3. The studies restricted leadership styles within two alternatives in “either-or”
relationship. Leaders are required to follow exclusively either employee-
centered or production-centered behaviour, Thus dynamism in leader behaviour
is not allowed. This makes leader behaviour static.

2. Ohio State University Studies 1

‘The most notable and the most complete rescarch directed towards the
determination of dimensions of leader behaviour has been that of Hemphill and his
colleagues in the Ohio State University Leadership Studies. It started in 1945, The
studies defined leadership as the behaviour of an individual when directing the activities
of a group towards goal attainment. Beginning with over a thousand dimensions,
they eventually narrowed the list into two calegories that substantially accounted for
most of the leader behaviour as described by the subordinates. They called these two
dimensions ad Initiating structure and- Consideration.

Initiating structure refers to the extent to which leader is likely to define and
structure his role and those of the subordinates in the search for goal attainment. It
includes behaviour that attempts to organize work, work relationships, and goals. The
leader who after assigning group members to particular tasks cxpects member W
maintain definite standards of performance and emphasises the meeting the datelines
are considered to be high on Initiating structure. Such leader establishes relationship -
between himself and members of the work group, endeavours to sct well-defined
pattern of organisation and channels of communication, and methods of prucedurﬂ
Initiating structure is similar to production-centredness.

Consideration is described as the extent to which a leader is likely to have job
relationships with group members that are characterised by mutual trust, respect for
subordinates’ ideas, and respect for his [eelings. Ile shows concemn for followers’
comfort, well-being, status and satisfaction. He is fricndly and approachable, helps
subordinates with personal problems and treats them as cquals. A leader with all
these dimensions ol behaviour 15 considered to be high on eonsideration. Consideration
dimension is similar to employee-centredness.
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llfe behaviours of leaders with these two dimensions are summarised below :

[- Initiating structure Constderation

1. Leader assigns group numbers to 1. Leader finds time to listen to group
particular tasks member.

2. Leader instructs the group members 2. Leader is willing to make changes
to follow standard rules and ;
procedures

3. Leader lets the group members know 3, Leader is friendly and apporachable
what is expected of them

Ohio researches looked at Initiating structure and Consideration behaviours as
two dimensions, not as two extremes on (he same continuum (as done by Michigan
studies). By combining these two dimensions, four possible combinations of Initiating
structure and Consideration have been obtained that define four styles of leadership.
This is shown in the following figure : :

High  Low structure High structure
and ' and
High consideration ' High consideration
Human Relations : Demaocrative
Consideration :
behaviour Low structure High structure
and and
Low consideration ) Low consideration
Laissez-faire o Autocratic
Low 4 ;
Low Initiating structure  ———— High
hehaviour

4 Styles of Leader Behaviour

Leader can be high on both, Tow on both, or high on one and low on the other,
With behaviour high-high the leader is called democratic, low-low is called laissez-
faire, high-low is called human relations, and low-high is called autocratic leader.
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The researchers initially thought leaders high on consideration had high performing
and satisfied subordinates with low turnover rates. Conversely, leaders who were
rated low on consideration and high on initiating structure had high grievaﬁm and
turnover rates among the employees. Later studies showed that leaders high on both
dimensions (high-high leaders) were more successful.

@ Review

A number of subscquent studies have confirmed that consideration behaviour and
iﬂiﬁﬂting structure may be regarded as two major dimensions of leader behaviour. In
all leadership researches the situation is held constant assuming that organisational
setting has little impact on leader behaviour.

More recent students have criticised the Leader Behavior Dcsm'iption Questionnaire
(LBDQ) developed by the researchers of Ohio State Universily studies to measure
leader behaviours as not :a..ign.ifi'raantlj.f valid. LBDQ did not actually measure leader
behaviours but simply described followers’ perceptions of leader’s behaviour.
Researchers have also found that employees’ ratings of their leaders’ effectiveness
depended so much on the particular style of the leader as on the situation in which
the style was used. Thus by holding the sitnation constant the staff of Ohio studies
" unjustifiably narrowed their vision. '

Recent reviews fail to reveal any substantial consistent effects associated with
given hehavioural styles of leaders nor any consistent trend for one or another style
to be particularly effective in terms of individual or group performance — although
associated with employee—oricnted style. Reviewers hold the view that the relationship
between leader behavioural styles and employee attitudes and performance is nol
substantially moderated by the characteristics of the situatipn in which the leadership
activities take place, '

3. Managerial Grid Theory :

One conclusion from Michigan and Ohio studies is that the leadership style may
not be unidimensional, that is, leader cannot afford to be cither task-centred (or with
initiating structure behaviour) or employee-centred (or with consideration behaviour).
Both centrednesses are not only possible but are crucial for superior performance,
Similar to Michigan and Ohio studies Robert R. Black and Jane S. Mouton (1964)
developed a graphic portrayal of two-dimensional view of leadership style to measure
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a manager’s relative concern for people and tasks. Their Managerial Grid reflects the
behavioural style of “concern for people” and “concern for production”. These two
“concern for” represent Michigan dimensions of employee—centredness and
production—centredness or Ohio dimensions of consideration and initiating structure,
“Concern for™ is not a specific term which indicates the actual production or actual
behaviour mwmdh people. Rather, it indicates the character and ﬂ[rength of assumptions
present behind any given managerial style.

Concern for People.

Concern for pcupii: is revealed in many different ways, Some rana gers' concems
are shown in their cfforts to ensure that subordinates like them. Others are concerned
that subordinates gel their jobs done. Accountability for results based upon trust and
obedience, understanding, and support of another person facing adversity also reflect
concern [or people. Working conditions, salary structure,  fringe benefits, job semut}f,
and so on are still other spheres of %huwmg concern for people. Depending upon the
character of concern, subordinates may respond with enthusiasm or resentment,
mvolvement or apathy, innovative or dull thinking, commitment or indifference, and
eugﬂmess or resistance o change.

Concern fnr production.

Concern for production may be represented by new divections for the prowth and
~ development of the organsiation as found by the executives. It may be revealed in the -
~ quality of policy decisions, number of creative ideas converted into salable products
or the quality of services rendered by the stafl. Where work is physical, concern for
prdd&cﬁun may take the form of efficiency measurements, work load, the number of
units produced, the time required to altain certain production %hedule or volume of
sales.

. The Grid

These two dimensions are pictured on the Grid of nine scales along the two
coordinates of the graph. Each point of the scales gives the intensity of the concem,
For example, 1 represents minimum concetn, 5 réprescnts average amount of concern,
and 9 maximum concern, The other numbers, 2 through 4 and 6 through 8 denote
d;f:grcc of concern. These numbers signify steps between low and high, The two
coordinates produce 81 possible combinations of managerial style as shown in the
lgure next page ;- ;
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Each of the 81 positions represents a particular combination of concern for people
“and concern for production of which 5 are predominant as shown in the figure.
They are :

9.1 Inthe lower-right hand corner of he grid a maximum concern (9) for production
is combined with a minimum concern (1) for people. A manager acting under
these assumplions concentrates on maximising production by exercising power
and authority and achieving control over people through compliance, A 0.1
oriented leader is called *“Tark manager”,- ;

1.9 The 1.9 leadership style is in the top-left corner. Here a minimum concern (1)
. for production is coupled with a maximum concern (9) for people.
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Primary attention placed on promoting good feeling among colleagues and
subordinates. The 1.9 ]eddem have bﬂcn described in the qugmmi Grid or
“couniry club manager™. :

1.1 A minimum concern for both production and people is represented by 1.1 in
the lower-left corner. The 1.1 oriented leader does only the minimum required
to remain within the organisation. This style is called “the improverished
style™,

9.9 Production and people concerns arc integraled-at a high level in the upper

right-hand corner representing 9.9 style of leadership. This is the team approach,
Accordingly 9.9 leaders are team builders. This style is goal-oriented and
seems to gain results of high quantity and quality through participation,
involvement, and conflict-solving.

5.5 5.5 i3 in the centre. This is the “middle of the road” theory or go-along-to-get-
along assumplions which are revealed in conformity to the status quo.

Blake and Mouton claim strongly that style 9.9 is the mos! effective management
style as constrasted with 9.1 or 1.9 style. They belicve that this leadership approach
will, in almost all situation, results in improved performance, low absenteeism, and
high employee satisfaction.

@ Review

It is viewed that the Grid offers a good framework for conceptualising leadership
style but fails to present any tangible information in classifying leadership dilemma
since there is little substantive evidence to support the conclusion that a 9.9 v.lj,rle is
most effective in all situations.

MeGregor is of the view that a team management theory (9.9) does not evolve
simply [rom the maximisation of the two variables (viz. concerns for people and
production) represented on the grid. Management 513;14: 15 the resull of complex
interaction-among many variables.

4. Tannenbaum and Schmidt’s Authoritarian Democratic Leader Behaviour
theory : :

Robert Tannenbaum and Warren H. Schmidt in 1958 developed a leadership
behaviour theory with the basic ingredient of degree of authority used by a manager
vis-a-vis amount ol the freedom left for subordinates. The two ingredicnts, termed as
autocratic and democratic, were placed on the two ends of a continuum. The underlying
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assum.ptiuns were (1) leaders can tell their followers what to do and how to do it, or
(2) leaders can shate their leadership responsibilities with their followers by involving
them in decision-making, planning and execution of task. The aulocratic behaviour
style emphasises task concerns and democratic behaviour stresses the concern for
people. In between the two ends (i.e. authoritarian and'dcmncrat_ic} of the continuum
a range of style lies, The varicty of styles is shown in the following figure :

Boss i - Subordinte
centered ; centred
leadership - ' - leadership-

Use of authority
by the manager

=
e
B Area of freedom

E for subordinates

o
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o
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=
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G Manager Manager  Manager Manager Manager Munager Manaper
makes “zells” presents prezents presents defines .  permisis
decision decision.  ideas and  tentative problems. limniis, subordinates
and invites decision. Gets asks to function
AMMOUNCES questions.  subject to Supgestions. . group to within lmits
it. change, Makes © mike defined by

decision. decision, superior.

Range of Behaviour

The ﬁutﬂcratic-lfiemncratic Behaviour
Theory of Leadership

" Leaders whose behaviour is observed to be at the authorilarian end of the
continuum usc their power to influence their followers. They labelled as authoritarian
leaders, rely heavily on power inherent in manager’s position o get people to carry
out their decisions and can use punishment for those who do not carry out these
decisions. On the other hand, leaders whose behaviour appears to be at the democratic
end ghre their followers considerable freedom in their tasks. The democratic leaders
rely less on power inherent in the position of a manager and more on powers of
persuasion. As the leader moves from the authoritarian end of the continwum Lo the
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end of subordinates’ freedom, the authority-freedom combinations change rasulﬁng
in various leadership styles. Tannerbaum et. al, explained thesc styles as follows :

@ The manager makes the decision and announces it. in this style the boss
identifies a problem, considers alternative solutions, chooses one of them, and
then reports this decision to his subordinates for implementation. He may or
may not give consideration to what be believes his subordinates will think or
feel about this decision; in amy case the provides no opportunity for them to
participate directly in the decision-making process. Coercion may or may not
be implied. = ;

- @ The manager “sells” his decision. Here the manager, as before, takes
responsibility for indentifying the problem and arriving at a decision. However,
tather than simply announcing it, he takes the additional step of persuading

- his subordinates to accept it. In doing so, he recognises the possibility of some.
resistance from those who will implement the decision, and seeks to reduce
this resistance by locating, for example, what the employee have to gain from
his decision. ) :

(]

® The manager presenis his ideas and invites questions. Here the boss who has
arrived at a decision and who seeks acceptance of his ideas, provides opportunity
for his subordinates to get a fuller explanation of his thinking and his intentions.
After presenting the ideas, he inviles questions so that his associates can better
understand what he is trying to accomplish. This “give and take” attitude also
enables the manager and the subordinates to explore more fully the implications
of the decision. '

® The manager presents a tentative decision subject to change. This kind of
behaviour permits the subordinates to exert some influence on the decision.
The initiative for indentifying and diagnosing the problem remains with the
boss. Before meeting his staff, he has thoughit the problem thoroughly and
arrived at a decision—but only a tentative one. Before finalising it, he presents
his proposed solution for reaction of those who will be affected by it. He
appreciates subordinates’ frank reactions, but reserves for himsell the final-
decision.

® The manager presents the problem, get suggestions, and then makes his
decision. Upon this point the boss has come before the group with a solution
of his own. Not so in this case. The subordinates now-get the first chance to
suggest solutions. The manager’s initial role involves identifying the problem.
He secks solutions from the subordinates. -
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The function of the group becomes suggesting allernative possible sniuﬁons;

to the problem. The purpose is to utilise the knowledge and cxpericnce of

those who are connected with operations. From the expanded list of alternatives
| developed by the manager and his subordinates, the manager then selects the
| ; solution that he regards as the most promising.

® The manager defines the Ezmifs and reguests the group to make a decision. AU
this point the manager passcs to the group (including himself, as a group
member) the right to make decision. Before doing so, however, he defines the
problem to be solved and the boundaries within which the decision must be
made.

® The manager permils the group to make decision within prescribed limits.

This represents and cxtreme degree of group freedom only occasionally

_ encountered in formal organisations. The only limits directly imposed on the

‘eroup by the organisation are those speeified by the superior of the team’s

boss. If the boss participate in the decision-making process, he attempts to do

50 with no more authority than any other member of the group. He commits

" himself in advance to-assist in implementing whatever decision-the group
makes.

Why a particular style?

Tanncnbaum and Schmidt suggest that lhe use of autjmﬂtj,f by thf: manager is a
function of the

forces in the manager that include his vaiuc %}Fstﬂm confldv:m.,e in subordinates,
leadership predispositions, and feeling of sceurity or 1115ec.u_uty

forces in the subordinates comprising, their needs for dependence or independence,
readiness to assume responsibility, tolerance for ambiguily, knowledge and
experience, and inclination to participate in decision-making,

forces in the situalion made up by the nature of the organisation, group
elfectiveness or ineffectiveness, time pressure, and the nature of the problem
itselt.

The important thing for the leader is to perceive situation accurately in order that
an appropriate leadership style might be employed. Similarly, he must be able to
emapathise with other group members in order to understand the human element in
each particular situation. Only when one can perceive these facels of the situation
accurately he is able to use an appropriate leadership style. Leader’s effectiveness
diminishes if the employs an authoritarian style where a democratic apprudch would
be more appropriate and vice-versa, Moreover, leadership style must come naturally.
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It can be developed over time if attention is given to it. However, if a particular style
is used insincerely or ineptly, the result might be disastrous.

The leader should begin be assessing his own value system and determining the -
general leadership style with which he is most comfortable, Next, he should determine
where that style is most appropriate and where it would need modification in order
to be more effective. Once he accommodates this, he needs practice to perfect a
flexible approach. . ;

# Review

The problem with authoritarian-democratic continuum theory is that leadership
is viewed as one-dimensional coneept. Subsequent research has discovered, at least
two dimension - initialing structure and consideration. Furthermore, this approach
does not really guide a manager in choosing a leadership style along the continuum:
1t just describes the behaviour. Moreover Schmidt indicate the managers should analyse
forces in themselves, forces in subordinates and forces in the situation but do not
pr:mdc much’ guidance on how to do that. Still their ideas were a forerunmer to the
contingency theory of the 1960s.

5.4.3 Contingency Theories

Rescarchers using the trait and behavioural approaches showed that prediction of
leadership effectiveness was more complex than isolating a few traits or preferable
behaviours. The failure to obtain consistent result led to focus on situational influences.
The relationship between leadership style and effectiveness suggested that under
condition m, style x would be appropriate whereas style v would be more suitable
for condition n, and style z for condition o. But what were the conditions m, n, 0 and
so forth? It was one thing to say that leadership effectiveness was dependent on the
situation and another to be able lo isolate those situational conditions, Researchers,
therelore, began trying to identify those factors in each situation that influenced the
effectiveness of a particular leadership style. Taken together, the theories resulting
from this group of research studies constitute the Contingency approach to leadership.

Contingency approach takes the position that there is no “one best way” to lead
in all situations. Effective leadership stylc varies from situation to situation depending
upon several factors. Such lactors include the degree of structure of the task being
performed, the quality of leader-member relations, the leader’s position power,
subordinates’ role clarity, group norma, availability of information, subordinates’
acceptance of leader’s decision and subordinates’ maturity,
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Any Contingency approach considers four variables : (a) managerial characteristics,
(b) subordinate characteristics, (c) group structure and nature of task, and (d)
organisational factors as summarised in the figure below :

.
W : Jt
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Personality _ ; e Group duvgh}pmcnt stage
Needs and motives - Group sfructure
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A basic Contingency maodel

Subordinate traits

Personality :

Meeds and motives

Past experience and reinforcement

1. Fiedler’s Contingency Model :

One ol the most thoroughly researched contingency theories of leadership was
proposed by Fred E. Fiedler (1964, 1967). He argued that the impact of leadership
style on task effectivencss depends on its appropriateness to the group’s situation and
goals. Tt is, in fact, the interaction between group circumstances and leadetship style
that makes a group more or less effective at its task. It is not the leadership alone that
dctermine leader effectiveness. Fiedler called his approach a Contingency model of

leader cffectiveness.
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Fiedler's basic assumption was that it was quite difficult for managers to alter
their management styles that made them successful in the past. In fact, he beljeved
that most managers were not very {lexible, and trying to change a manager’s style
to fit unpredictable or fluctuating situalions was useless. Since styles were fcfutixrely
inflexible, and since no one style was appropriate for every situation, cffective group
performance could only be achieved by matching the manager to the situation or by
changing the situation to fit the manager. _

Identilying leadership style. Ficdler believed that the success of leadership
depended on individual’s leadership style. In his attempt to find basic leadership style
he created and usced Least Preferred Co-worker (LPC) Questionnaire, *He discovered
two leadership styles - person-oriented and task-oriented. High-LPC leaders, he
claimed, had person-oriented style and low-LPC lcaders had task-oriented style.

Defining the situation. After assessing the basic leadership style Fiedler set to
define the situation. To determine what kinds of group situations are most appropriate :
to person versus task-oriented leadership styles. Fielder pointed out that the first
thing to know in this regard 1s how [avourable the group situation is to control by
a leader, This in turn depends on three contingencies. These contingencies are :

® The quality of leader-member relations, Leader-member relations is the most
important influence on the manager’s power and effectiveness. If the manager
gets along with the rest of the group, il group members respect the manager
for reasons of personality, character, or competence, then manager might not
have to rely on formal position or authority. On the other hand, a manager
who is disliked or distrusted may be less able to lead without resorting to
authority.

® Task structure. Is the task structured or unstructured? A highly structured task
is one for which step-by-step procedures or instructions are available. Group
members therefore have a very clear idea of what they are expected to do. But
when tasks are unstructured group member’s roles are more ambiguous,

*T.PC Questionnaire contains 16 contrasting adjectives (such as, pleasant-unpleasant, efficient-
inefficient, open-puarded, supportive-hostile). IL then asks the respondent (the group feaders) o think
of all co-workers they have ever has and to describe the one person they least enjoyed working with
by rating him on a scale of I to 8 for each of the 16 sets of contrasling adjcclives. Based on the
respondents’ answers Lo the LPC Questionnaire basic leadership style is determined. T the least preferted
co-worker is described in relatively positive terms (a high LPC score), then the respondent is primarily
interested in good personal relations with this co-worker, That is, if the respondent group leader destribes
the least preferred co-worker in favorable terms that leader is labelied as relationship-oriented. In
contrast, il the least preferred co-worker is scen in relatively unfavorerable terms (a low LEC scorel,
the respondent group leader is primarily interested in productivity and is labeled as task-oriented.
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® Leader position power. 1t is casier for leaders to control the group situation
when the position they hold carries a great deal of legitimale power attached
to their organisational positions. The high-position power simplifies the leader’s
task of influencing the subordinates, while low-position power makes the
leader’s task more difficult, '

Fiedler then specified eight combinations of these three contingency variables in
the leadership situation as shown in the lower panel of the figure given below,
Leader-member relations can be good or poor, tasks may be structured highly or
lowly, and pusiiinnupowef can be strong or weak. Fiedler then classified group
situations into highly, moderately and lowly controllable by the leader.
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Fiedier's Situational Variables and Effective Leadership Styles
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Matching leaders and situations, Combining the three situational variables and

~the LPC score, the figure given in page 117 indicates in which situations Low-LPC

leaders and high-LPC leaders will be most effective according to Ficdler. Situation
categorics 1, 2 and 3 where leader’s control is high define a favourable situation, and
according to Fiedler the low-LPC (task-oriented) leader will be most effective. The
same low-LPC leader with Jow control will be most effective in siluation category
8§ which is an unfavourable situation. For the middle categorics of 4, 5, 6, 7 with
moderate control the situation is moderately favourable, and d{:{,_mdmg to Fiedler, the
best leader will be the high-LPC (relationship-oriented) leader,

Fiedler's model, then, suggests that appropriate match of the leader’s style (as
measured by the LPC score) o the situation (as determined by the intcraction of
these three variables) leads to leader effectivencss.

Review :

Fiedler’s contingency theory is quite useful to managers in understanding the
situational aspects of leadership. Reviews of the major studies undertaken to test he
overall validity of the model lead to a generally positive conclusion. That is, -
considerable evidence supports at least major parts of the mode. However, several
gaps in the theory have been pointed out. :

First, Fiedler contends that its is easicr to aller a situation than to change a

leader’s style, since it is a fundamental aspect of the person. If may be more accurate

to say that both are somewhat difficult to change.

Second, the theory assumes that a leader who exhibits taak orientation cannot at
the same time exhibit relationship-orientation. But Ohio State University studies
have clearly shown this to be an oversimplication. '

Third, the delinition of effectiveness used in the theory is restricted to “getting
the group’s task done in an effective manner”. This definition ignores future
implications about the development of subordinates” abilities and the potential for
developing resentment among them.

Fourth, subordinate’s influence on the situation is minimised. Task structure, for
example, is a relative term. A highly trained and experienced worker might view as
relatively structured a task that an inexperienced worker would see as very unstructured.

- Furthermore, as the incxpericnced worker gains experience, the same task might

seem more and more structure over time.

Finally, a leader can interact with situational vatiables to (:Imnge them over time
— and the model does not seem to account for this possibility.

124



Fiedler recognized that some additional variables were required to fill some of
the remaining gaps.. So in' 1987 he with his associale reconceptualised the original
theory to deal with “some serious oversights that need (o be addressed.” The
reconceptualised theory is Cognitive Resource Theory (not dealt here),

2. Hersey and Blanchard’s Sitnational Leadership Model :

Paul Herscy and Kenneth H. Blanchard in 1969 developed Situational Leadership

Theory. This theory is an outgrowth of their earlier Tri-Dimensional Leader Effective

model. Situational leadership is a contingency theory that focuses on the followers
and uses the same two leadership dimensions of Fiedler : Task and rﬂlatioﬂship

. behaviours.

Situational leadership is based on an interplay among (1) thc amount of guidance
and direction (Task hchavmur} a leader gives, (2) the amount of socio-emotional
support (Relationship behaviour) a leader provides, and (3) the maturity (I{mdinesa}

Jevel that followers exhibit i in performing a specific task.

While all the situational variables (viz., leader, follower/s, bupcrmrﬁ% associates,
organisation, job demands and time) are important, the emphasis in situational
leadership is usually given on the behaviour of a leader in relation to his followers.
However followers in any situation are vital, not only because individually they
accept or reject the leader, bul also because as a group they actually delermine
whatever personal power the leader may have. The emphasis on followers is an
important dimension. that has been overlooked or underemphasised in most leadership
theories. In this theory Herscy and Blanchard focus only on the maturity level of
subordinates,

The tetm maturity is defined in a unique way as : (1) the capacity of followers

-l sel high but attainabic goals (need for achievement); (2) the willingness and ability

of followers to take responsibility for their work; and (3) the task relevant education
and expericnee of followers. Basically, maturity is the followers” ability and willingness
to do the job. In addition (o the maturily level ol individuals within a group, Hersey
and Blanchard stressed upon the maturity level of the group, par hc,ulﬂrlj.»r if the group
interacts frequently together in the same work area.
Basic concept

According to Situational Leadership, there to no one best way to influence people.
Leadership style which a person should use depends on the maturity level ol the
people to be led. The figure given in the next page portrays in relationship between
task-related maturity and the appropriate leadership styles to be used as followers
move [rom immaturity o maturity (to-be read from right to left). Thus the figure
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represents two different phenomena. The appropriate leadership style [or given levels
of follower maturity is portrayed by the prescriplive curve going through the four
leadership quadrants. This bell-shaped curve is called prescriptive curve as it shows

the appmprialc leadership style directly above the corresponding level of maturity. -

The appropriate leadership style for a given level of follower maturity can be identified
in the quadrant where the vertical lime up from the pr:-iht on the maturity continuum
intersect the prescriptive curve. The prescriptive curve contains four leadership styles :
telling, selling, participating and delegating and moves through the four quadrants.
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Situational Leadership
|

The appropriate leadership style for each of the four maturity level is the right
| combination of task behaviour and relationship behaviour. A brief idea of the leadership
style for each maturity level is given below :

@ Telling is for low maturity. People who are both unable and vnwilling (M1)
to take responsibilily to do something are not competent or confident. In many
cases, their unwillingness is a result of their insecurity regarding the necessary
task. Thus a dircctive “telling” style (S1) that provides clear, specific directions
and supervision has the highest probability of being effective with individuals
al this maturity level. This style is called “telling” because it is characterised
by the leader’s defining roles and telling people what, how, when and where
do do various tasks. It emphasises directive behaviour of the leader. This style

. involves high task behaviour and low relationship behaviour,

® Selling is for low to moderate maturity. People who are unable but willing
(M2) to take responsibility are confident but lack skills required by the task.
Thus, a “selling” style (S2) that provides directive behaviour, because of their
- lack of ability, but also supportive behaviour to reinforce their willingness and
enthusiasm appeats to be most appropriate with individuals at this matuarity
level, This style is called “selling; because most of the direction is still provided
by the leader. Yet through two-way communication and explanation the leader
tries to make the followers behave desirably, Followers at this maturity level
will usually go along with a decision if they understand the reason for the
decision and if their decision and if their leader also offer some help and direction.
This style involves high task behaviour and high relationship behaviour.

® Parlicipating is for moderate to high maturity. Pcople at this maturity level
arc able but unwilling (M3) to do what the leader desires, Their unwillingness
is often a function of their lack confidence or insecurity. However, they are
competent but unwilling, their reluctance to perform is more of a motivational
problem than a security problem. In either case, the leader needs to support
the follower’s efforls to use the ability he already has. Thus, a supportive,
nondirective, “participating” style (S3) has the highest probability of being
elfective with individual at this maturity level. This style is called “participation™
because the leader and follower share in decision-making; with main role of
the leader being facilitating and communicating, This. style involves high
relationship behaviour and low task behaviour.
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@® Delegating is for high maturity. People at this maturity level are both able
and willing to take responsibility. Thus, a low-profile delegating siyle (S4),
which provides little direction or support, has the highest probability of being
effective with individuals at this maturity level (M4). Even though the leader

- may still identify the problem, the responsibility for carrying out plans is
given o these mature followers. They are permitted do decide on hnﬁ,r; when
and where to do the task. As they mature they do not need above average
amounts of supportive behaviour. This style involves low relationship behaviour
and low task behaviour. :

The appropriate leadership style for all four of the mﬁturily levels is shown in
the following table :

Maturity level Appropriate leadership style
B = oo .,
Low maturity High task and low
Unable and Unwilling . relationship behaviour
M2 52
Low to moderate maturity Selling
Unable but willing ‘ High task and Iigh
relationship behaviour
M3 ' ; 83
Moderate to high maturity Participating
Able but unwilling High relationship and
low task behaviour
M4 .54
High maturity Delagting
Able and willing Low relationship and
low task behaviour

@ Review

Hersey and Blanchard’s theory has not been widely researched, but it has been
widely used in industry for manager training. Only recently there has been some
research on this model. One study fond that leaders whose behaviour matched the
prescriptions of the theory were viewed by astute experienced managers no more
favourably than leaders who did not behave according to the theory. This study
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suggested that il managers want the respect of employees, they should manifest high
relationship behaviours. But what about effectiveness? Another study found partial
support for the theory. This study found support for the model for low-maturity
followers, but the resulis were mixed for moderate-maturity followers and were non-

‘supportive for high-maturity followers..

To counter the criticisms Hersey and Blanchard revised this version of their
model in 1985. The revised model bears the [undamental spirit and contents of the
irmm:diately early version, They substituted new terms for the old ones.

3. Path-Goal Theory of Leadership :

Path-Goal theory is associated with Martin Evans (1970) and Robert House
(1971) who developed it using contingency appmach and based on the Expectancy
theory of motivation. The theory extracts from Ohio State Studies key elements of
initiating structure and Consideration. The Expectancy model of motivation ‘states
that an individual’s motivation depends upon his exp{:r.,tauon of reward and valence
or attractiveness of expected reward, :

Evans (1970) notes that managers can most importantly influence employees by
their ability to provide rewards and specily what employees must do to earn them.
Thus, managers determine the availability of goals (rewards) and direct the paths that
will help them to carn the goals. The term Path-Goal, thus, is derived from the belief
that effectivé managers clarify the path to be pursued to help their employees to
achieve their work goals and make the journey along the path easier by reducing
roadblocks and pitfalls, The emplo}rccs must peuewe that the path w;ll lead to the
rewards.

House and his colleagues in their attempt to expand the Path-Goal ﬂmur}r identified
two variables that help to determine the most effective leadership style : employee
characteristics and environmental contingency factors,

The basic idea of the model is that a manager's job is to increase the motivation
of workers by, in House's words, “increasing personal payoffs to subordinates for -
work-goal attainment, and making the path to these payoffs earlicr to travel by
clarifying it, reducing roadblocks and pitfalls, increasing the opportunitics for personal
satisfaction en route”. The model thus ties together leadership and motivational aspects

~ of managers : what a manager does in terms of leadership affects a subordinate’s

motivation. A leader’s behaviour is acceplable to subordinates to the extent it is
viewed by them as an immediale source of satisfaction or as a mcans of future
satisfaction. And a leaders’s behaviour is motivational to the degree it (1) makes
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subordinate’s need satisfaction contingent upon the effective performance, and (2)
provides coaching, guidance, support and rewards that are necessary for effective
performance. The theory assumes that an increased worker motivation leads to both
increased performance and satisfaction.

Path-Goal theory explains how managers can choose from ammlg four leadership
styles the best style for a given situation by analysing characteristics of both the
subordinates and the cnvironmental contingency factors. The basics of this model are
presented in the following figure : :

Subordinate characteristics
ahility R
locus of control

_meed strocture

TLeader behaviour

directive : Ouicomes
> supportive — performance
participative - satisfaction

achivement orinted

Environmental contingency
task stucture
formal authority system
work group

Path-Goal Leadership Model

The four leadership styles can be explained as follows :

" ® Directive leadership. Directive leadership is the clarilying of the paths to the

poals for the subordinates in terms of what is expected of them, schedules of

work to be done, and specific guidance as how to accomplish tasks. It is
parallel to Ohio State dimensions of high initiating structure and low
{:nmide.ralicm :

[ ] Suppuntwe leadership. Supportive leadership is the giving of support and
consideration to subordinates where the leader is friendly and concerned for
the needs of subordinates. It is synonymous essentially with the Ohio State
dimensions of high consideration and low initiating structure.

" @ Participative leadership. Participative leadership is characterised by sharing
of information, consulting the subordinates and using their suggestions in
making group decisions. If is similar to the Ohio State dimensions of the high
initiating structure and high consideration.
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® Achievement-oriented leadership. Achievement-oriented lcadersh ip is
characterised by setting challenging goals for subordinates, seeking performance
at their highest level and showing confidence that the subordinates will pf:xfgnﬁ
well. It is most similar to the Ohio State dimensions of low initiating structure
and low consideration. :

As the figure depicted at page 24 illustrates, Path-Goal theory proposes two
classes of contingency variables that moderate the leadership behaviour-outcome
relationship : subordinate characteristics and the environmental factors,

® Subordinate characteristics. The model identifics three subordinate
characteristics that help to define the contingency and relates to most effective
leadership style. These characteristics are subordinate’s (1) ability, (2) locus
of control, and (3) need structure.

Subordinate’s ability. An imi::crrtant attribute is subordinate’s perception of his
own ability. The greater the perceived ability to effectively accomplish a task, the
less the subordinate will accept directive style of the leader because such behaviour
of the leader will be viewed as unnecessary supervision.

Locus of control. The term means the extent a person feels that he is in control
of events that affect his lile (called internals) or feels that other factors, like fate, are
in control (called externals). Externals believe that much of what happens to them is
controlled by outside forces, such as their boss, theirluck, and their circumstances.
Externals respond more casily to leadership’s attend’s attempts to influence them.
Externals are comfortable with directive leadership. Internals believe that they are the
master of their own destiny, Internals, with regard to job satisfaction, tend to be more
satisfied. Tnternals make atlempts to influence and persuade others and exhibit greater
self-control. ;

Locus of control determines whether the employee is willing or not to take
responsibility. This is akin to Harsey and Blanchard’s idea the more an employee.
desires control over a situation, the less he will be satisfied with directed leadership
This subordinate will therefore desire participative or achievements oriented leadership.

Need structure. Need structure refers to Maslow's hicrarchy of needs. The question
is : Does the employee desire high or low-level needs? The more an employee
desires high-level needs, the less he will want directive leadership. More specifically,
employees who desire safety and security needs will respond positively to directive
leadership, Those who desire belongingness will respond positively to supportive
leadership. And those desiring self-actualisation will respond positively to participative
and achievement-oriented leadership. -
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@ Environmental contingency factors. The contingent environment is outside
the control of the employees. Its constituent clements are (1) task structure,
(2) formal authority system and (3) the work group. '

Task structure. Task structure means the degrec to which job assipnments arc
procedurized. A highly structured task is one for which step-by-step procedures of
instructions are available. Group members, thercfore, have a very clear idea of what
they are expected to do. But when tasks are unstructured group member roles are
more ambiguous. The degree to task structure in Path-Goal model is similar to both
Fiedler and l—llerscy—ﬂlam:hafd: Like the other theories, Path-Goal theory suggests
that ecmployees on an unstructured task will want divective leadership. In these
unstructured task situations, the manager’s job must be to initiate structure, clarity
goals, and define expectancies for the subordinates, When managers can do this, they
reduce worker uncertainty and this leads to increased motivation and p-:’.rfm'ma.nce.
If the task is structured, supportive and participative leadership styles will be more
elfective. :

Form authority system. Authority system formally laid down defines who reports
to whom, who makes decisions and what decisions, individuals or groups are
empowered to make. This system typically determines where a given work
group is placed in the organisation hicrarchy, the formal leader of the group,
and formal relationships between groups. The formally designated leader,
appointed by management, has authority that others in the group have not. The
more clear the formal authority. system, the more leaders will exhibit supportive
leadership style and deemphasise directive style.

Work group, Gfoup is defined as two or more individuals, interacting and.
interdependent, who have come together to achicve a particular objective.
Normally, group is voluntarily formed but work group is organisation is created
by management. Members of work group interact primarily to share work-
related information and to make decisions to help cach other to perform within
one’s own area of responsibility. The member of the work group is expected to
work :;:{mrdinatéiy, A work group is characterised by the way it develops its
leadership, roles, norms and cohesiveness. A degree of role conflict and norm
deviation is potential factors for conflict in group. And group conflict mars the
group cohesiveness. When there is substantive conflict within a work group
directive leadership will Icad to highly employee satisfaction. '
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Path-Goal theory proclaims that the environmental factors determine the type of
leader behaviour required as a complement il subordinate outcomes are (o be
maximised; and personal characteristics of the subordinate determine how the
environment and leader behaviour are interpreted. So the theory proposes that leader
behaviour will be inelfective when it is redundant with the CHWITHHHEHI.;II { actors or
incongruent with subordinate characleristics.

@ Review

The lramework of Path-Goal theory has been tested and appears (0 have moderate -

to high empirical support. Rescarch to validate the hypotheses stated above while

relating leadership style to subordinate characteristics and environmental factors is
generally encouraging. The evidence supports the logic underlying the theory. That
is, employee performance and satisfaction are likely to be positively influenced when
the leader compensates for things lacking in either employee or the work setting. The
theory helps fo integrate leadership with motivation. Further, the theory is consistent
with the other two contingency theories. Again, Path-Goal theory, unlike. Fiedler's
theory, does not specify leadership styles for all possible combinations of the situational
characleristics. '

The critics point out several drawbacks. The biggest drawback is that it has not
been regarded as a total theory. Rather, relationships between particular subordinate
or task characteristics and . particular leadership styles have been explored
independently. This creates a problem for managers who must operate where all three
subordinale characteristics and environmental characteristics arc simultaneously
present. For example, if an employee’s ability is high, locus of control is medium,
need structure is low, and task structure is medium, Path-Goal theory 1s not helpful,

_High ability suggests use of achievement-oriented leadership; but lower-level needs

suggest directive leadership. Rather than being a complete theory of leadership, Path-
Goal seems (o be a set of independent propositions.

A second problem with Path-Goal theory is that the outcome variable i the
model is cmployee satisfaction rather than performance. Tt is not difficult to imagine
situations where employees are satisfied, but where productivity is low. Furthermore,
Path-Goal theory ._imp]ici['l}' assumes that employce satisfaction leads to higher
performance, but research has indicated that it may be that high performance leads

to satisfaction. In the long run, it may be that both variables influence each other

resulting in development of both in tum. For example, high performance leads to
satisfaction which improves motivation to yield high performance.
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5.5 Exercises

Eﬂ"l-ni-“"!*:*'

‘Explain-the concept of leadership.

Are management and Leadership synonymous? Argue your case.
Critically discuss the Trait theory of leadership. :
Bring out the difference between Trait and Behavioural theories of leadership.

Discuss the leadership studies of the University of Michigan. Point out thc
impact of these studies on the subsequent behavioural theoti ies.

. Give an idea of Ohio State University :-.tudma on teadcremp Pomt out the

weakness of these studies,

7. Discuss Manageriai Grid theory of lcadcrship

10.
11.
12.
| .18

14.
15.

. Give an overview of Autocratic-Democratic LEddEl Behaviour theory as

formulated by Tannenbaum and Schimdt.

Discuss the leadership styles as suggested in the Autocratic-Democratic leader
Behaviour Theory.

In what way contingency theory of icadmshm is an improvement over
Behavioural theory.

Discuss Fiedler's C ontingeney Theory of Ieaderqmp Do you think it suffers
from weakness?

Explain the basic concept of Hersey and Blanchard’s Situational theory of
leadership. -

What arc the styles of leadership according to heresy and Blanchard?
Give a brief account of Path-Goal Theory of leadership.
Point the styles of leadership as suggested by the Path-Goal leadership theory.
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Unit 6 (1 Communicating with People

Structure
6.1 Intrud.uf.:liﬂﬂ
6.2 Di.,hmtmn
0.3 Slgmf' icance of Lummuuu,dtmn
6.4  The Communication Process
6.5 Dimensions of Communication
6.5.1 Media
6.5.2 Direction of Communication
6.0 -Communication networks
6.6.1 Formal networks
6.6.2 Informal networks
6.7 Outcomes associated with Communication
6.8 Factors inhibiting Communication
6.9 Ways to improve Communication in Organisation
6.10 Exercise .

6.1 Introduction

Communication, the process of transmitting and receiving information, is so
. fundamental to the practice of management that without it organisation could not
exist. The reason for this is apparent. If managers could not communicate with
employees they could not inform them of the work they want done, how they want
it done, when they want it done, who they want it to do, and so on. So it is difficult
to imaging an organisation functioning without some means of communication and
without some exchange of information among its membem and between themn zmd the
external environment.

Exchange of information becomes useless without transference of meaning of it.
It 15 only through transmitting meaning from one person to another that information
is conveyed. Communication, however, is more than merely imparting meaning, It
must also be understood by the recipient. In a work group where one member speaks
only Bengali and others do not know Bengali the communication made by the Bengali
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speaking individual will not be fully understood by other members. Thercfore,
communication must include both the transference and understanding of meaning,

The basic reason for any kind of communication in organisation is o get some
form of action (behaviour). In the context of an organisation, the action desired is
usually related, either directly or indirectly, to the efficient performance of duties and
responsibilities. In addition to concrete physical behaviour, action resulting from
communication may take the form of an altitudinal response.

Although some form of response is the basic objective of communication in
organisation, it must be acknowledged that the kind of response may not always
materialise. One of the fundamental reasons why people sometimes fail to respond
properly because of various barriers to effective communication. Communication
effectiveness is ensured when the transmitted information is the same as the reccived
(interpreted) information. Not only comnmunication be effective but it should also be’
efficient in terms of transmission time, money, cffort and other resources.

In organisation information are transmitted most frequently through the spoken
and written words. Oral communication takes place primarily in a lace-to-face situation,
known as interpersonal communication. Whenever information concern many people,
are very complex and extremely important, written communication must always be
used. As most often organisation resorts 1o oral and written media to get the information
across the message is received by listening and seeing. :

What is the direction of communication? Should it vertically downward or upward?
Basically, direction of communications can be vertical, horizontal, and diagonal, as
determined by the positions in the organisation chart of the sender and receiver.
Vertical communications flow in two directions: upward and downward through the
hierarchy. Horizontal communications consist in communications with peers in the
same department and with people at the same level belonging to different departments. -

Diagonal communications are like the interdepartmental horizontal communication

excepl that they link people at higher or lower levels in the organisational hierarchy.
All these types of communication flow through the official channel as set by the
organisation chart. Besides themn informal communication (sometimes called grapevine).
is another direction of communication, The grapevine does not adhere to an
organisational chart, yet it impacts almost everyone in the organisation,

6.2 Definition

Communication is defined as the process by which people seck to share meaning
through the transmission of symbolic messages. This delinition calls attention to
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three essential points : (1) that communication involves people, and that understanding
communication therefore involves trying to understand how people relate to cach
other; (2) that communication involves shared meaning, which suggests that in order
for people to commumicate, they must agrec on the definitions of the terms they are
using; and (3) that communication involves symhols-gestures, sounds, letters, numbers,
and words that can only represent or approximate the ideas thal they meant to
communicate.

This definition is true for both interpersonal and organisational communications
excepting that factors influencing the ellectiveness of organisational communication
are different from those that lnﬂuéncc_ interpersonal communication. In essence,

- communication is the proccss of passing information and understanding from one

person to another with the intent to motivate and influcnce behaviour.

6.3 Significance of Communication

Barnard views comrmunication as the means by which people are linked together
in an organisation in order to achicve the common goal. He also obscrves that group
activity is impossible without information transfer because without it coordination
and change cannot be effected. The importance of communication can be gauged
from the purpose it serves. The primary purposes of communication include control,
instruction, motivation, decision-making evaluation, feedback and information
exchange, social need, and political goals.

® Control. Communication acts 1o control members behaviour in several ways.
Organisations have organisation chart and standard operating procedures that
employees are required to follow. When employecs, for instance, are needed to
first communicate any job-related grievance to their immediate boss, to follow
their job description ot to comply with company policies communication performs
a control function. Even informal communication controls behaviour, When work
groups harass a member who produces too much, they are informally
communicating with and controlling the membet’s behaviour. Controlling
communications create order in the organisation, so that multiple goals and tasks
can be pursued. '

® Instruction. Instraction communications are used to let people know what they
must do in ihEil'jDth_S, When routine problems arise, instructions can help to solve
them. And when an employec moves to & new job or is asked to perform a new
task or to do a job in a different way, there is need for instruction communications.
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® Motivation. Communication fosters motivation by clarilying to employees what
"is to be done, how well they are doing, and what can be done to improve

performance if it is below the desired level. Simply speaking, motivation
communications are used by managers (o encourage and stimulate employees to
work towards the accomplishment of organisational goals. The formation of
specific goals, feedback on progress towards goals, and reinforcement of desired
behaviour all stimulate motivation and require communication.

Decision-making. Communication facilitates decision-making. Most of the
decisions relate to problems that do not have easy solutions. Managers and
subordinates through interpersonal communication, i.e., give-and-take discussion
determines what to do in such situations. Interpersonal communication facilitates

pooling of knowledge and experience of the participants in the discussion and a
way oul il found. : :

Feedback and evaluation. Feedback and evaluation communications let people
know how they are doing on the job. Often feedback and evaluation are linked
together with instruction and motivation communications. For example, a manager
cxplains a new lask to an employee. The manager then checks to seec how the
cmployee is doing on the task. If the person do it properly, the manager may
praise the progress. And the manager may also evaluate performance and explain
what needs to be done to improve. This example illustrates the use of instruction,
motivation, evaluation and, again, instruction communications in a sequence that
improves the competence of the employee.

Information exchange. Information exchange is the basis of all communication
purposes. Communication always have an information purpose of some
description.

Social needs. Social needs communication relate to the emotional and nontask-
oricnted interactions thal occur in every work group. Such communications are
fundamental mechanism by which members show their frustration and feclings
of satisfaction. Employee need to talk about cricket, weather, politics, and so
forth. And while such communications do not directly alfect performance of the
group’s tasks, they serve the need for employees to feel connection with others

‘at work. Often such communications include discussions of pay, treatment on the
Job, the boss’s personality, politics being played in the organisation, and so on.

Though these communications are not directly related to their jobs, they manifest
their feeling and these feelings influence their performance on the job.
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@ Pnlitical_ goals, Political communications serve either the organisation or the

- individual members. People in organisation engage themselves in political

communications when their individual goals and organisational goals are not

compatible. When such communications are directed towards accomplishing

personal goals they are negative communication. In negative communications

. people may distort information, give poor feedback, and fail to use the positive
aspect of the communication purposes.

Eﬁl The c;mmunicatinn Process

Communication is considered to be a process of flow; messages flow between the
source and the destination. It can be shown as a miodel. The essential elements of
communication process are sender, receiver and the message that is exchanged between

them. If any one of them is mising, communication does not take place. However,

communication process is a much more complex phenomenon consisting of five

elements, which are subject to various influences. The model can be put as follows :

Sender's | _}' Encoding .| Channel .| Decoding o| Understanding
thoughts i ' . by receiver
“1; - |

: I

l I

1 NOISE :

| i

l !

I D E A K K l

Receiving | | Decoding|. Channel gl Encoding Response
response ; ; {ransmission

A Model of Commupnication Process

Source. In the mode] the first element is the source {sender) of the commmunication
where the communication originates. The initiator (sender) determines the need for
information to be transmitted to a person (receiver). It may be that the scnder needs
to tell the other person to do somecthing, to ask a question of other person, or to
communicate a variely of other purpose. The sender must first decide what message
is to be transmitted to the receiver. :
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Encoding. The sender then decide how the message is to be tanslated into a selt
of words, gestures, signals, or nonverbal symbols. This step in the communication
process, called encoding, involves the sender’s choice of ‘media to be used in
transmitting the message to the receiver, The sender may choose a written message,
verbal contact. telephone contact, computer network, video-conference, or other high
and low-tech media. Effective encoding depends upon sender's skill, -attitudes,
knowledge and the social-cullural system. Inadequate writing skill of the sender may
create problem for the receiver to understand the meaning of the message. People -
hold predisposed ideas on many topics and their communications are affected by
these attitudes, Further, communicative activity is restricted by the extent of knowledge
of the particular topic. Receiver may not understand the message sent by a source
whose knowledge is too exiensive. Finally, social and cultural background of the
sender and receiver also creates problems for understanding the message. These.
factors are crucial because without mutuality of meaning there wﬂl be no worthy
communication.

Channel. Once the sender transmits the message, it enters the channel that connects
the sender to the receiver. Channel cairies the message from the source to the
destination. It may be air waves between two people as they communicate fact-to-
face. The channel may be the telephone lines connecting two people, video
conferencing comnnecting a group of people, or interollice mail or iﬂoﬂlul service.
Outside the organisation the channel may be letters, circulars’ magazines, radio

- programmes, TV shows and so forth. The appropriate channcl is sclected by the

sender, Channel may be formal or informal. Formal channels are established by the
organisation and transmit message that pertain to the job-related activities of members.
They traditionally follow the authority network within the organisation. Other forms
of message, such as personal or social, follow informal channels in the organisation.

Decoding. Decoding is the process by which the receiver interprets the message
and translates it into meaningful information. Tt is a two-step process. The receiver
must first perceive the message, then interpret it for getting its meaning. Decoding
is affected by the receiver’s past experience, personal assessment of the symbols and
gestures used, expectations (people tend to hear what they want to hear), and the
mutuality of meaning with the sender. All these tend to bring about a dwcrgmmf:'
hetween the intended meaning and perceived meaning, In order that this does not
happen, it is necessary to develop greater degree of homogeneily between the sender
and the receiver, both of whom have their own lields of experience. The field of
cxperience constifutes and individuals® attitudes, experience, knowledge and social-

-culiural background. The greater the overlap of the source’s and receiver's ficlds of
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cxperience, the greater is the probability of sumeasiul communication. An individual
engaged in communication with another person of a q1gmf1m11tly different eultural
background will have to put in greater cffort to ensure cffective communication. This
is shown figuratively below :

i

f-ﬂ"f LA __f_f _—_H"*a.
Person 1 ; Person 11
Ficld of experience Field of experience
Source Encode message ' Decode Receiver
"\\_\_\_\_\_\_\_\_\_.\_\_ - “""“-\-.__\_\_ o i
_—'_'_'-'_ T— —I——_'_-

The greater the overlap of the two persons’ fields of experience, the higher is the
probability of effective communication. The shaded are a shows the overlap.

Feedhack, “If a communication source dcmdca. the message that he encodes, if
g

‘the message is put back into his system” there is feedback. Through the feedback

element the sender receives back from the receiver an indication of whether or not
the message was reccived and understood as intended. The feedback may be a
behavious that the receiver exhibits; it may be something said; or it may be wrilten
message. Feedback loop reverses the communication process. That is, the original
recciver becomes the sender and the original sender becomes the receiver. And in
this sense, the process may go through a number ol cycles of sending and receiving,
as it happens when people cairy on a comversation.

Noise. The last element in the communication process is noise. Noise is an}rthmg

that inhibits or distorts the flow of information between the source and destination.
Most of the components in the process model have the potential to create inhibition

or distortion and, therelore, impinge on the goal of communicating perfectly. These

sources of noise explain why the message that is decoded by the receiver is rarely
the exact message the sender intended. The noise may be physical like that cncountered
on the floor of the faclory, or time pressure can cause a sender to abbreviate a
message, making it difficult for the receiver to understand. The poor choice of symbols
and confusion in the content of the message are frequent areas of problem. OF course,
the Lhaﬂnfﬂ can distort a communication if a poor one is selected or if the noise level
is high. Receiver's prejudices, knowledge, pcrccptual skills, attention span and care
in decoding arc all factors that can result in interpreting the message somewhat
differcntly than envisioned by the sender.
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6.4 Dimensions of Communication

~ Two dimensions of communication - the media used and the direction - are
discussed.

6.5.1 Media

There are many media people can use (o convey their message, and the list has been
growing as technology advances. There are four basic media categories: wrilten,
verbal, nonverbal, and high tech. Within each of these categories are several different
types of media.

1. Written media ; ,
Writlen communications can take the form of a procedures manual. report, memo,

letter, handwritten note or file. The basic advantage of written communications is
that they can be thought out and carefully prepared to serve the sender’s purpose,

Furthermore, the senders need not be present when the receiver reads the message.

But herein lics the major disadvantage of written communications - they are basically
one - way in nature. Feedback is often limited, so the sender has little chance to know
how the receiver interprets the message.

In transmitting any written message, the sender must decide which written form
to use in a given situation. A letter is more formal than a memo, and a typed message
is more formal than a handwritlen one. The signature on a letter also is an important
indicator ; first name (e.g., Bimal) only is less formal; full name is more formal.
Addressing a letter “Dear Mr. Bose™ is more formal than is “Dear Subhas”. Sending
a letter by speed post or courier indicates urgency. And with the advent of electronic
mail, messages can be sent almost instantly. Managers must be aware of these subtleties
of the written communication if they are to cffectively communicate in organisations.

2. Verbal Media

Verbal media can also take many forms. For example, there are formal and
informal one-to-one conversations, formal and informal meetings, telephones and
cellular phones. The most important advantage of verbal communications is that they
permit immediate feedback as to whether the message had been received as intended.
They allow for a two-way form of communications. Verbal communications arc
particularly useful in dealing with complex and ambiguous problems, One disadvantage
to verbal communications is that they may be less well planned than written
communications and there 1s not record of the exchange of information.

Managers should consider several factors in deciding which type of verbal media
to use in a given situation. A formal group meeting can be very similar to written
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communications in terms of preparation, but meeting can more easily involve several
people simultaneously. A formal one-lo-one meeting, such as performance review
session, can be a good way to document the issues of concern and make plan for
future action. OFf course, formal meeling can consume a great deal of time. Tnformal
meeting and important one-to-one conversations can be used effectively to transmit
information, solve problem, and stimulate action.

Telephone is widely used as a verbal medium. The telephone can make it Very
easy (o reach someonc quickly, cven though the sender and the receiver are not it the
same building, or even in the same city, state or mu-ntr}'. And the teléphone answering
machines, voice mail, and portable cellular telephone have made it easier to reach
person in a relatively short time p.ﬂl'it‘.ld, Teleconferencing makes meetings possible
among people who are in different cities, states and countries,

3. Nonverbal media :

Nonverbal communications do not involve the use of words. Nonverbal media
include head, face, and eye behaviour (say, eye contact and facial expressions);
postures and body language; distance between sender and receiver; gestures; tone of
voice; voice volume; silenee; colour (say blushing)' touch; smell; time; signals;
objects’ office; layout; and clothing. Managers need to develop theit skills for reading
these signals in other people, so that they can get beyond the words people say. A
few more words about nonverbal media may be helpful.

Facial expressions are the primary mecans by which people transmit emotions,
such as happiness, anger, disgust, and surprise.
Body language relers Lo signals given by such actions as standing versus silting,

open versus crossed legs and arms, facial expressions, and eye contact or lack
thereot.

V' Salience also conveys message. By not answering someone’s question, a person
transmits a message. For example, if an employee ask for a pay increase and the
boss say nothing, the employee has received his answer, _

Physical distance between the sender and the receiver has meaning. What is
considered proper spacing largely depends upon cultural norms, For example,
what is “businesslike” distance in some European countries would be viewed as
“intimate” in many parts or North America. However, more closeness than is
considered appropriate may indicate aggression or sexual interest. If further away
than usual, it may mcan disinterest or displeasure with what is being conveyed.

y  The colour of office walls and carpet could convey harshness if they were red,
whereas a pale blue would convey more warmth.

=
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4 Smell includes body odour, bad breath and nice cologne, cach of which conveys
a message the sender may or may not intend.

A Clothing conveys things about a person. A manager wearing a conservative
business suit is seen as more powerful than a man wearing a sport coat.

3 Signals include such things as fire alarms, horns indicating lunch break or shilt
change in a plant, the beeps of a watch reminding a mecting.

It is imp:ﬁrtmif for the receiver to be alert to these nonverbal aspects -
comimunication. He should look for nonverbal cues as well as listen to the literal
meaning of a sender’s words, He should be particularly aware of contradictions
* between the verbal and nonverbal message. The boss may say he is free to talk about
something important Lo the employee but nonverbally signals that this is not the time
to discuss the subject. Regardless of what is being said, an individual who frequently
glances at his wristwaich is giving the message that he plefem to terminate the
conversion.

4. High-tech media :

High tech media include personal computer, artificial intelligence or expert
systems, satellites, telecommunications. Video cameras, and [iber-optic cables.
Y Personal computers networked together creatc easy means lo store and

communicate vast amounts of information. Unless carelully used this medium
may simply flood people with information without transmission of their meaning,

Al Artificial intelligence or expert S}fstems are esscntially computer programmes
that store knowledge and thinking of experts. Any one can access it like talking
to the experts themselves,

V  Video-conferencing can allow companies to simultaneously fransmit messages to
thousands of people in a varicty of locations. -It can also allow groups to -
communicate live with cach other via cameras and cable tansmission of the
picture and sound, even though the groups are thousands of miles apart.

6.5.2 Directions of Communication

Directions of communication takes into account the people who are engaged in
communication. More specifically, directions of communication help people to focus
on the organisational roles of the serider and the receiver. Communications can be
“horizontal and diagonal as determined by their relationship to the Organisational Chart.

1. Vertical Communication :

Vertical communications consist of communications up and down the
organisation’s chain ol command. Downward communications are used for control,

144



instruction, motivation and evaluation, Problems in downward communications exist
when managers do not provide employees with the information they need to carry
out their tasks ellectively. Managers are often optimistic about the accuracy and
completeness of their downward communications. Sometimes deliberately they
withhold information to keep employee dependent on them. Downward
communications do not have to be oral or face-to-face contact.

Upward communications flow to a higher level m the organisation. It is lypically
used for information regarding what is happening at the lower levels, how employees
fecl about their jobs, coworkers and organisation in general. It is used for problem
solving and is obtained as a response to downward communications, Such
communications include progress reports, suggestions, ﬂxpiimatimm aml' requests for
new ideas, Upward communications are likely to be filtered, condensed or altered by
middle managers {o see that nonessential data originating at the lower levels do not
go up. In addition, middle managers may kecp information that would reflect
unfavorably on them form reaching their managers. Thm upward communications
are often partially inaccurate or incomplete.

2. Horizontal communication :

Horizontal or lateral communications mmli}' flow the pattern of work flow in an
organisation, ocenrring-between members of a work group, between one work group
and another, between members of ditferent departments, and belween line and staff.
Typically, communications between members of the work group are for information
exchange, minor problem, solving and social need satisfaction. Interdepartmental
communications are for the purposes of control, information exchange, problem,
solving and cmotional need satisfaction. Despite the effectivencss of the organisations’s
vertical communications, lateral communications are often necessary to save time
and facilitate coordination.

3. Diagonal Communication :

Diagonal communications are like the interdepartmental horizontal
communications except that they link people at higher or lower levels m an
organisational hierarchy. For example, a supervisor may need to get a particular new
procedure initiated in another department of the plant. In order to do this, it might
be necessary [or the supervisor to talk directly with that department head, who is two
levels up in the hierarchy. The supervisor could talk divectly to the other department
head instead of requesting his own department head to settle the issue with the other
" department head. Such diagonal communications prevent delay in initiating actions.
Such communication paths often do not trace the lines connecting people on an
orgamisation chart.
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6.6 Communication Networks

Communication networks define the channels by which information flows, These
channels are of two varicties - either formal or informal, :

ﬁ.ﬁ.l. Formal networks

Formal networks are typically vertical, follow the chain of command and are limited
to task-related communications. These networks are designed to keep the flow of
information in an orderly manner and to protect the higher-level managers from an
overload of unnecessary information. However, the way in which they are designed
and work can affect the speed and accuracy of information as well as the task
;:-erfurmam,e and satisfaction of members of the group. So the organisation strycture
and the formal network should match each other to meet the communication
requirements, Although formal networks may assume many forms, the most frequently
dﬁumed are four, known as the wheel or qtar inverted Y, chain and cir¢le, as shown
“in the diagram below :

——— O

Wheel/Star

Tnveried

O—>O o B G )

Chain

O

Cirele

Formal Communications Networks

All these forms of network can well be looked at as an orgamsatmnal structure
made up of five members, '
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The Wheel or star represents a manager and four subordinates with wim.m he
interacts. There is no interaction among the subordimates. Star networks are highly
centralised, with the manager occupying the centr al position.

In Inverted Y network two subordinates report to the boss who has two levels
above him. It may be regarded as a four-level hierarchy and centralised -where the
boss acts as a gatekeeper,

The Chain can represent a five-level hierarchy, in which communication can take
place only upward or downward and horizontally. Here one person transmits
information to another as per the chain in the organisational hierarchy. The Chain
networks are decentralised with no member being able Lo influence all other members.

The Circle network represents a three-level hierarchy in which there is
communication between the superiors and the subordinates and cross communication
at the operative level, (i.e, each subordinate communicates with the adjoining member),
It is also a decentralised network. ' '

6.6.2 Informal networks

Communication that flows not through the officially sanctioned formal networks
is said to be informal communication. This network is not created by management
and is usually not under the control of management. An informal network is generally
referred to as the ‘grapevine’ becausc it spreads throughout the organisation with its
branches going out in all directions in utter disregard of the levels of authority and
linking members of the organisation in any direction. The grapevine within an _
organisation i3 made up ol several informal networks that overlaps and intersect at
a number of points that is some individuals having the latest news or gossip are likely
to belong to more than one informal network. Others gravitate to these individuals
instead of their bosses to find out what is going on in the organisation. Grapevine
can link urgur;iﬁﬁtiﬂn members in any combination of directions- verfical, horizontal,
and diagonal. Grapevine flows wherever people get together in proups like ground
the water coolers, i the halls, in the tea and lunchrooms.

The grapevine ariscs as a resull of employee needs for information which are not
met by the formal channels. Problems relating to work and unfavourable reactions to
various organisational practices are transmitted through the grapevine. Since the
channels are flexible and establish contacts at personal levels, the grapevine spreads
information faster than the formal network. And since a great deal of important
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information is transmitted via this informal network, it-is probably sale to say that -
organisations would be less elfective without it
Four types of grapevine chains have been identified - single strand chain, gossip

chain, probability chain, and cluster chain. They arc cxhibited in ‘the following
diagrams :

)

@06

Single Strand Chain Gossip Chain

Cluster Chain

In the Single Strand Chain, person A lells something to person B, who tells it
to person C, and so on up or down the line, This line is least accurate at passing on
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mformation. In the Gossip Chain, person A seeks out and tells everyone the information
he has obtained. This chain is often used when information of an interesting but non
job related nature is being conveyed. In the Probability Chain, individuals arc
indifTerent about whom they offer information. They fell people at random, and those
people in turn tell others also at random. This chain is likely to be used when the
information is mildly interesting but insignificant. In the Cluster Chain person A
conveys information to a few selected individuals, some of whom then inform a few
selected others. The cluster chain is the dominant grapevine patlern in organisations,
Usually, only a few individuals, called “liaison individuals”, pas on the information
they have obtained, and are likely to do so only to people they trust or from whom
they would like to have favours. They are most likely to pass on information that is
interesting to them, job-rclated, and, above all, timely, The informal networks, in
most cases, carry information both helpful and harmful to the formal organisation.
The manager’s responsibility, therefore, lies in utilising the positive aspects of the
informal channel of communication and in minimising the negative aspects of it. In
order to do this, what the manager can do is to identify the members who usually
seck and spread information. Tt is possible that different individuals are active at
different times but usually it will be found that some individuals tend to be more
active carriers of information than the others. After identifying such people a manager -
can use them as sounding boards. It is discovered that misleading rumours are doing
~ the rounds, it may be a desirable policy on the part of the manager to release the
official information in order to clarify the situation, At times management may even
find the grapevine more useful in transmitting information than the formal networks.
A common method of using the informal networks is by “planned leaks’ or strategically
planned “just-between-you-and-me” remarks, which would obviously reach all parts
of the organisation much faster than any kind of communication via formal networks.

6,7 Outcomes Associated with Communication

There can be many outcomes of communications in an organisation - some
positive and some negative. As noled earlier, communications are the primary vehicle
by which leadership is activated, employees are motivated and interpersonal
relaiionships are developed. At its basic level, communications help manager to
influence people in organisation. Communications by managers can result in (1)
compliance of others, (2) a calculated respense designed to get something in return,
or (3) total lack ol compliance. These oulcomes concern managers on an almost daily
basis. Besides there are also some long-term outcomes that are of concern to managers,

@ Socialisation. A new member of an organisation or one who is transferred to a.
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new department leans through communications how to become effective in the
new position. Ile undergoes a socialization process. The job is learned, as are
norms of the organisation and expectations of peers, subordinates, and
supcrordinates. If communications are open in an organisation, it is possible that
good relationship can develop with other members. A feeling of support and
honesty can develop that will make working together both a pleasure as well as
a real success in terms of organisational goals. If, however, communications are
guarded the person will not become properly socialized to the organisation and
will be less effective on the job. 2 :

Linking and respect. Communications make it possible to develop liking and
respect [or others. Most managers want their subordinates both to like and respect
them. If managers develop communications that convey a sense of warmth, trust,
and closeness with their employees, liking will develop. If managers convey a
sense of allofness and distance, liking probably will not develop.

Managers must also have the respect of their people. Indeed, respect may be
more important then liking for gelling a task done. If communications convey a
scnse of a manager’s competence and a respect for the employee’s abilities, that
respect will be returned. If, on the other hand, a manager convey a sense of
superiority and disrespect for the subordinates® abilities, the subordinates probably
will not respect the manager much.

Trust. Closely associated with the outcomes of liking and respect is the trust that
can develop via communications. If liking and respect are present, trust probably
is, loo. In interpersonal relationships, trust is something that develops slowly
over time, usually it requires that one or both people involved take risks with
cach other and the manager plays a key role in creating a climate that promotes
trust. Supportive exchanges are essential in building trust. A certain level of trust
is necessary for any organisation to [lourish,

Perception alignment. Communication is important in aligning perception held
hy different people. If messages are clearly sent and received perceptual errors
are more likely to be detected and corrected. And when perceptions are aligned,
working to achieve the organisation’s goals will be more unified. Indeed, research
has shown that accuracy of communications and related perceptions are associated
with improved performance. And research has shown also that communication
Scan increase parlicipative decision-making, cohesiveness and morale in a group.
But if communications are not handle well in a group, they can lead to increases
in conflict and distrust.
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6.8 Factors Inhibiting_ Cummuni{:atiuns

Communications quite often fail to convey the meaning or develop an
understanding of the communications sulficient enough to bring ahout a change in
the behaviour of the receiver. Certain barriers between the sender and the receiver
cause failure in communications. The barriers that intcrfere with the understanding
of the communication are of three kinds: semantic, psychological, and organisational,

@ Semantic barriers. As the originator of a communication, the sendet has the
responsibility of ensuring that the message is transmitled in such a way that the
receiver has the greatest change of receiving and understanding it. A primary
problem can occur in choosing the words or symbols while encoding the message.
Words, which are in reality symbols representing a thing, an action, or a feeling,
can have several meanings. In fact, “The meanings of words are not in the words;
they are in us”. Age, education, and cultural background are three of the more
obvious variables that influence the language a person uses and the definition he
gives to words. Words which represent concrete things like a “house” tend to be
understood in the same way, while abstract words like “merit”, “cffectiveness”
or “responsibility” tend to be interpreted by different persons in different ways:
In an organisation, employees come from diverse background and, therefore,
have different patterns of speech that give rise to semantic problem. Additionally,
the grouping of employees into departments creates specialists who develop their
own jargon or technical words. If message is encoded in jargons the receiver may
encounter difficulty in understanding it. :

Semantic barrier may further be created by the inconsistency belween the verbal
communication and the body language. A manager by praising the sincerity and
honesty of his subordinate in a sarcastic tone creates doubts in the mind of the
subordinate as to the course of action he should adopt in a given situation in
future. The same kind of barrier is created by a diverpence between the verbal
language and the action language of the superiors. When actions and language
are used jointly, the actions often have more 