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1.1 INTRODUCTION

Management is the subject which deals with principles and guidelines for understanding
functioning of various organisations in society. Society is divided into set of
organisations like educational institutes, industrial organisations, voluntary organisations
etc. Some of the organisations with which you are interacting everyday are banks,
hospitals, college, factories of consumer goods like T. V., radio, cycle etc. How these
organisations function? How workers and managers cooperate to produce goods and
services which we use? How individuals working in companies should be selected and
rewarded ? Management tries to answer such questions. In other words, it examines
behaviour of individuals working in any organisation. Understanding of behaviour of
workers and managers can be used for improving performance of organisations. It
analyses how organisations fuhction and develop in environment. To get meaning of the
term MANAGEMENT, let us examine some definitions : '

Management is the process by which people, technelogy, job task and other
resources are combined so as to effectively achieve organisational objectives.

— Ivancevich, Dannelly and Gibson (1980)




Basic Concepts Management is effective utilisation of human and material resources to
achieve enterprise’s objectives.

— Glueck (1977)
On examination of these two definitions we can say that
. Management is a method,
. Its subject is how to organise human and material resources, and
. Aim of management is to understand functioning of brganisation.
Objectives
After studying this unit, you should be able to
: i define management,
. explain scientific management and its limitations,
| . Analyse management theories,
A Familiarise yourself with role of manager and management process,

. describe the types of organisational structure and leadership styles,
d outline the steps in decision making process, and

+ ' identify types of control.

1.2 MANAGER’S ROLE

Mintzberg (1971) examined role of managers and found that managerial work had
following characteristics :

(a) Managers perform a great quantity of work at faster speed.
(b) They prefer to deal with issues that are current and specific.
- ' (c). Manager is placed between organisation and a network of contacts.

(d) Managerial activity is characterised by variety and brevity.

(e) Despite the volume of work managers are able to control their own affairs.

These characteristics of managerial work require managers to perform a variety of roles.
It implies that they should be able to shift from one role to another role quickly. A role is
a set of behaviour that occurs at a specific position in organisation, Basically managers
petform three roles :

(1) The informational role involves information processing. Managers gather
information from reports, seniors, subordinates and other channels, This
information is processed. They disseminate the information to other managers
in the organisation for example, production managers pass information about
number of units produced in a given time to marketing department. This
‘information is used by marketing department for delivery of products to
consumers.

) (2) A manager interacts with many other employees in his organisation.
Simultaneously, he interacts with employees of other organisations. He tries to
influence his subordinates to maximise their performance. This is an example of
interpersonal role.

(3) Most important role of manager is his decisional role. As manager he works as
resource allocator. Limited material and human resources force the manager to
allocate, time, raw material and manpower for specific objectives of the
organisation, These decisions facilitate achievement of goals of organisation.

1.3 ORGANISATION

An organisation is a group of people who are working for a common goal. Management
helps in achievements of goals of organisation. Let us examine goal of som
organisations given in Table 1.1. ‘
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Table 1.1 : Some Organisaiion's and their Goals
and Functions

SL No. Organisation . Goal

1. Hospital ‘ Health Care

2. University & College Teaching & Research

3. Automobile Factory To earn profit

4. Banks Providing banking services

S. | Voluntary organisation Service to Community in Health,
- Education etc.

Management as a separate discipline developed during 19th & 20th century. It does not
mean that management was not needed or studied earlier. Management issues were
examined by people in other disciplines like, Law, Politics, Economics, Engineering,
Public Administration etc. Various disciplines have contributed to the growth of
management (Figure 1.1). '

MATHEMATICS
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ENGINEERING
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ECONOMICS
COMMERCE

MANAGEMENT

PSYCHOLOGY

ANTROPOLOGY
COMPUTER SCIENCE
POLITICS

Figure 1.1 : Evolution of Management

1.4 MANAGEMENT THEORY

In every organisation some individuals work together; for example managers and
workers. Management theory is an explanation of behaviour of people who work in the
organisation. Management theory explains activities which managers carry out in
organisation. There are various activities in which a manager is involved but some of
them are centered around basic activities like decision making and influencing. All
organisations need the exercise of managerial function like directing, controlling,
planning, & organising. To understand an organisation it is necessary to develop an
understanding of managerial work which is given by management theory.

1.4.1 Management Process
Management is the process of planning, organising, leading and
controlling the efforts of organisational members and use of resources in
order to achieve stated organisational goals. ’ ‘

— Stoner (1978)

Planning means that every manager should decide about his actions before he actually
engages in such actions. Organising means distribution of people for different jobs. It
implies that a manager should be able to coordinate material and human resources of
organisations; for example a manager should be able to utilise its physical resources,
machine, raw material and employees for achieving goals of organisation. Leading
implies that manager should.be able to direct anid influence other employees who will
work toward achievement of goals. Controlling means that manager should ensure that
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his organisation is moving toward goals. It is not deviating from its stated goals. These
concept will be discussed in detail in this unit.

SAQ1
~(a) What is need for organising activity in any company ?
(b) Why managers should plan their activities ?

(¢c) What is role of manager in a group ?

1.5 MANAGEMENT THOUGHT

1.5.1 Scientific Management

Scientific management is set of ideas about increasing productivity of organisations.
These ideas were proposed by Taylor (1911), an industrial engineer who worked in three
companies namely, MIDVALE Steel, SIMOND Rolling Machines and BETHELEHM
Steel for many years in USA. He developed a number of principles regarding work,
which is essence of scientific management. Taylor attempted to develop a science of
management so that best method of performing every job could be determined after.
empirical study of alternative methods of doing a task. He proposed that each worker
should be given the responsibility of work for which he was best suited. It was expected
that such an arrangement of jobs and workers could lead to increased production. The
principles which he developed included careful observation of the way job is done by
workers, setting up standards and rewarding the worker as per his output: He attempted to
develop rational method of doing a particular work. He found that he could increase
production by such methods. By finding one best way he tried to increase rate of
production. Similarly, workers could be rewarded for producing more and more. Taylor
emphasised that management should train the workers for the job. He thought that
workers should be rewarded individually. These ideas were found to be successful in the
companies in which he was working. Similarly, they were applied in many companies
and found to be useful

Criticism
Scientific management principles were widely applied in companies which showed
following problems : '

(a) Itignored human feelings and emotions of employees. Employees were treated
like machines. Most of principles were derived from working of machines and
applied to work of employees like repetition of work, precise measurement, etc.
Obviously it failed to consider discretion and creativity of employees.

(b) Taylor’s concept of rational man who will be motivated by higher wages and
monetary incentives was found to be inappropriate by experience of industry.

(c) Scientific management did not pay attention to job satisfaction in the company.
As its principles were applied, productivity increased but an attitude to question
such principles developed among workers. They became more willing to go on
strike over job conditions other than salary. Some of workers started leaving
jobs if they were unhappy.

(d) Taylor’s opinipnthat workers would be happy with increased income had
limited success only. Employees were found to restrict production. They did not
put in their best to earn extra money that speed and efficiency could have given
them. Thus, expected improvement did not result in industry.

1.5.2 Human.Relations1 Approach

Human relations movement developed in response to limitations observed in theory and
practice of scientific management. These limitations have been discussed earlier. Elton -
Mayo was most important contributor to human relations approach. He conducted-several
experiments in industry known as HOWTHRONE experiments. Findings of these




experiments stimulated human relations approach. It was.found during such experiments Management : Thought
that productivity was dependent on satisfaction of employees. Social and psychological and Functions
factors like interpersonal relationship, attitudes and values of employees should be given

due attention at the workplace. Productivity could increase because of satisfaction which

workers derived from work. Informal relationships in workgroup had positive impact on

workers. Hence, managers should be able to understand employees as human beings. If

workers had healthy relationship, it could lead to increase in productivity. Supervisors

should be provided training in human relations. Most important contribution of this

approach was that it shifted attention from machine to men.

Criticism

Human relation approach faced some problems in industry. Firstly, it was observed that

satisfied employee was not always productive employee. Secondly, all satisfied

employees do not devote themselves to work. A cohesive group may be high producer as

well as low producer depending upon various other factors in company. Industry

experience has made it clear that productivity depends on several factors. Only

introduction of scientific method or maintaining human relations could not achieve

productivity.

1.5.3 Socio-technical Systems

According to this model technical subsystem of organisation and human relationships are
interdependent; for example, mining work, dockyard etc. Therefore, technology and
human relation should match. Human relationship should be managed in such a way that
it can be suitable for design of work. For example, selling a product in an urban area is
individual occupation. On the other hand, packaging department in a manufacturing plant
has close interdependence between persons who are working. It is more a group work. In
the sales department, managers will have to create conditions for motivating an
individual but in packaging department he will have to motivate the whole group to
achieve objectives. In principle, this approach is useful for industry but it does not offer
specific suggestions which can be used by managers.

1.5.4 Systems Approach

This approach views organisation as an unified purposeful system with interrelated and
interdependent parts. Systems approach analyses organisation as a whole rather than parts
and sub-parts. Activity of one subsystem affects functioning of other subsystem and
organisation as a whole. A system can be open or closed. System is considered open if it
is interacting with environment. If it does not interact with environment, it is called
closed system. Modern organisation theory views organisations as an open system (Katz
& Kahn, 1965). An organisation receives certain input and produces certain output. For
¢xample a manufacturing organisation receives raw material, information and produces
goods like fan, automobile etc. as output. The intermediate step between input and output
is known as throughput. Throughput refers to those activities which help in conversion of
input into output as shown in Figure 1.2.

OUTPUT

THROUGH PUT

INPUT

ORGANISATION

Raw Material Goods

Human Resource
Information
etc.

MANUFACTURING PROCESS

Figure 1.2 : Relationship between Input al;d Output

Systems approach emphasises interdependency between different parts of organisation

like Production, Marketing, R & D etc. A system-oriented manager cannot work within

his department and ignore other units/departments because output of one unit becomes

input for the other. Various departments/units are interdependent; for example work in

production department is dependent upon stores, maintenance and R&D also. Therefore,

a manager has to coordinate with other departments of organisation to function

effectively. Following concepts are necessary to understand systems approach : 9
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Subsystem

A part of system is called subsystem. Subsystems are interdependent on each other
like marketing and production etc.

Synergy
It means that whole is greater than that sum of its parts. As each department within

organisation cooperate and interact with each other they become more productive
than it they act separately.

Feedback
Feedback is key to assessment of organisation. As an organisation produces output,
this information is provided to top management so that performance of system can
be assessed and corrective action can be taken.

Advantages
System approach enables us to understand functioning of organisation in its
interaction with environment. Impact of enviromment on organisation can be
analysed and predicted. If a change is produced in one department its impact on
other department can be known and predicted; for example if production cost is
increased its impact on marketing of product can be assessed. The source of input
and output is specified and feedback is given due importance in understanding of
organisation.

So ftar our discussion of management thought has been concerned with organisation as a

whole. Now we will discuss theories which try to explain behaviour of employees in

organisation, i.e. theory X and theory Y.

SAQ?2
(a) Explain major characteristics of scientific management.
(b) What are major limitations of Taylor’s idea on management ?

(¢) Whatis difference between closed system and open system ?

1.6 THEORY ‘X’

Douglas McGregor proposed theory X and theory Y. Theory X is a set of assumptions
about employees which are as follows : :

(a) Anaverage human being has disliking for work. Therefore, he will try to avoid
work, if he gets an opportunity.

(b) Because of dislike for work most people must be controlled-and threatened with
punishment to get the work done. Punishment and threat will be effective to get
the work from employees.

(¢) An average person has low ambition and avoids responsibility. He is more
interested in job security.

1.7 THEORY ‘Y’

Theory Y presents an alternative view of human nature. Its major assumptions are as
follows :

(a) Anaverage human being likes work. He is willing to take responsibility.

(b) External control and punishinent are not the only methods to motivate people.
{c) Man has capacity for self direction.

(d) Employees can be motivated by rewards which they receive from organisation.

Theory Y presents a positive view of human nature. In any organisation, some managers
will have theory X orientation and some will have theory Y orientation. Both of them can
play significant role in management of organisation.
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1.8 HERZBERG’S TWO FACTOR THEORY rent: Thoughe

Herzberg tried to analyse reasons for job satisfaction and job dissatisfaction. He
interviewed a large number of engineers working in factories and found that variables
causing job satisfaction and dissatisfaction were separate.

Job Context
Contextual factors lead to feeling of dissatisfaction when they are absent in the job.
These factors include company policy, administration, technical supervision,
interpersonal relationship with peer and subordinates, salary, job security, personal
life and working conditions. These variables do not have motivating impact on
eniployees.

Job Content
Contrary to these factors job content factors contribute to motivation and
satisfaction. But absence of these factors does not lead to dissatisfaction. These
'factors are known as motivators or satisfiers which include achievement,
recognition in work and responsibility. Such variables are related to content of the
job. Various empirical studies in India and West have found that job content
variables lead to satisfaction and motivation when they are present. On the other
hand job context factor lead to dissatisfaction when they are absent.

We have discussed views about organisation and people. Now we will discuss managerial
activities.

1.9 ORGANISING

Organising refers to nature of relationship among individuals who work in the
organisation. When a large number of people work together in organisation there is need
to coordinate their activities so that goals can be achieved. Organising has two basic
component, namely, division of work among employees and linking various subsystems
of organisation. How people should be distributed for various jobs is the basic issue in
organising. Suppose that there is an organisation P with A, B, C, D, E, F and G as its part.
How these parts should be linked with each other so that they can achieve common goal
of organisation (Figure 1.3). Organising tries to answer this question.

A
A— MARKETTING
B — PRODUCTION
C — EINANCE

D — MATERIAL
E ~ MAINTENANCE

F -~ PUBLIC RELATION
G~ PERSONNEL

Figure 1.3 : Organisation ‘P’
Consequences of Organising

Some major consequences of organising are given below :

N Stability of relationship among subsystems
. Coordination of effort of all employees

d Role specification

d Job responsibility

d ‘Linkages between jobs

i
i3
¥
i
(&
5
(2
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Dale (1967) described following three basic steps which are involved in organising :

(a)

(b)

All the work that is to be done in an organisation should be determined. [t is
necessary. ~or example, it it is production organisation all activities which are
needed for production should be determined. If it is service organisation like
hospital, all activities which are required to provide service should be listed.

Once it is known what ac: vities are to be done, next step is to divide the work
of organisation among its members. It should be kept in mind that each
individual should be assigned the work which he can do properly. Educational
qualification, skills and interest of the person should match with work given to
an employee. Any deviation from it can be counterproductive for the
organisation,

Once work has been divided among various employees, next step is 1o develop
mechanisms for coordination of work of all employees. Coordinating
mechanisms help in contitluously directing employees towards their work and
goal of organisation. Figure 1.4 gives basic steps in organising.

Goal of Detailing Division of Work between
Organisation —™ of Work Individuals and Groups

Coordination

Figure 1.4 : Schematic Representation of Organising

1.9.1 Organisational Design .

Organisational design examines issues like how to organise, criteria for organising etc.
Organisational design is decision making process to bring about coherence between goals
of organisation, the pattern of division of labour and inter unit coordination among people
who will do the work (Galbraith, 1977). Some common patterns of organisational designs
are discussed here.

Bureaucratic Grganisation

Weber (1947) suggested that this kind of organisation has following characteristics :

(a)

(b)

©

(d)
(e)

Work of organisation is differentiated on functional basis in company. Total
work is divided into series of functions. Each tunction is responsibility of a
particular division.

Organisational positions and officers are known by their designations, not by
personal name of those who occupy the positions.

A formal system of rule and regulation to govern official action and division of
work. '

Objective and impartial recruitment and selection of personnel.

Reward on the basis of merit and performance.

Burns Stalker (1961) developed organic and mechanistic conceptualisation of
organisation. Mechanistic form is similar to bureaucratic organisation.

Mechanistic Structure

It has following characteristics :

(a)
(b)
(©)
(d)
(e)

Specialised differentiation of function.

Formal medhs of communication.

Precise definition of authority and responsibility.

Hierarchical structure of control authority and communication.

Vertical interaction and downward pattern of communication.

Organic Structure

It has following characteristics :

(a)

(©)

Adjustment and redefinition of task as required by situation in organisation.
An informal network of control authority and communication.

Communication between people of different ranks resembling consultation
rather than command.




(d) Content of communication consisting of information and advice. Manugrement : thought
and Functions

(e) Ability to adjust to changing condition of environment.

It should be noted that mechanistic organisation is suitable for stable environment and
organic organisation is suitable for rapidly changing environment.

1.9.2 Organisation Chart

An organisation for example a car company may have 3000 employe~s including workers
and managers. An crganisation ch.st is a diagram of functions, depa. unents and positions
of organsation and their relationships. It shows how every employee is related to other
employee. Every organisation developes a chart which helps in defining managerial
authority and responsibility. rigure 1.5 gives a typical organisation chart. An organisatio®
chart provides following information :

() Itshows how activities have been divided; for example functional or regional.

(b) Itindicates hierarchical distribution of authority in the organisation. It specifies
which employee will report to whomn.

(c) Itestablishes communication link between different department and individuals.

Managing Director
oF President

1
L l ] l

Vice President Vice President. Vice President Vice President
(Production) (Marketing) (Finance} (Personnel)
Sr. Manager| [Sr. Manageru Sr. Manager Sr. Manager Sr. Manager}
Material Assembly Electrical HRD | | PR
i i
Sr. Manager| |Sr. Manager Sr. Manager| [Sr. Manager
Sales LT Advt. Audit Account
> Managers

Supervisars

i

Workers

¢

Figure 1.5 : A Typical Organisation Chart

The process of making chart enables a manager to avoid duplication of work. A major
limitation of chart is that it does not indicate who has greater authority at each :
hierarchical level. All managers who are placed at one particular level are considered to
be equal. Another limitation is that it shows only formal relationships in organisation.
However, it is well known fact that informal relationship develops in organisation.

1.9.3 Structuring of Departments

An organisation can be structured according to two common criteria, namely by function
and by division.

FFunctional Structure

Functional structure puts together those employees engaged in one activity or
similar activities. A company organised by function may have scparate
manufacturing, sales and finance department. A sales manager will be responsible
for sale of all products of company. Advantage of functional structure is that
managers are specialist in their respective areas of work and therefore, supervision
becomes easier. As organisation grows limitations of functional structuring become 13




j Basic Concepts visible. Firstly, quick decision-making becomes difficult because managers have to
: depend on top management. Secondly, accountability cannot be determined if an
activity cannot be completed timely.

Divisional Structuring

Large companies like Life Insurance Corporation, State Bank of India, Larsen and
Toubro are organised according to divisional structuring. Two common criteria of
divisional structuring are product and region.

By Product

Every division of company is responsible for a product or group of products,

3 Usually, it is applied whenever a product requires manufacturing and marketing
! technologies different from another product of company. If a company has
many divisions each will look after production and marketing of a particular
produc:

By Geography

In such an arrangement geographical area of company s operation is divided
into various regions. All activities of organisation production, marketing etc. are
put together. Most of companies which have operations all over India follow
this pattern. Such companies have offices in east, west, south and north regions;
for example ONGC, LIC. Divisional structure has two advantages. Firstly,
coordination between two departments in the same region is faster. Secondly,
decision-making is not delayed. At this time it is necessary to inform you that i
many organisations may have divisional structuring according to product or
region or both. There are some additional criteria like customer, equipment and
time for divisional structuring.

SAQ3
(a) What are the types of organisation structure 7/
(b) Prepare the “organisation chart” of your organisation,

(¢} What are the criteria used tor structuring an organisation ?

1.10 PLANNING AND DECISION MAKING

You would have read such statements.

In the year 94-95, our company has exported fifty percent of annual production.
In the year 95-96, we have fixed export target of seventy percent.

Managing Director of company A
By 2000 AD, we will have turnover of 1200 crores.
Managing Director of company B

Because of recession in the market demand for products has not increased as
expected.

Marketing Manager of company C

What these statements indicate. In summary these statements indicate goals of
organisation. All organisations have some material and human resources and certain goals
to achic ve. Therefore, managers have to decide how these goals are to be achieved.
Planning is a means to achieve goals of organisation.

Planning refers to a group of managerial activitics which are designed to prepare the
organisation for future challenges and ensure that decisions regarding application of men
and machine should lead to achievement of goals.

14



1.10.1 Reasons for Planning Management : Thought
and Functions
*  Planning provides direction to managers’ efforts. .

#*  Planning provides parameters to assess performance of individual. group and
organisation.

* Planning reduces risk and uncertainty.

% [t facilitates coordination between different units of company.

*

Planning is known as beginning of management process. Before you can get an
opportunity to organise and control, you have to plan your activities.

Basic steps in Planning are as follows :
¥ The first step is to decide what are the goals which are to be achieved.

* The second step is to analyse strengths and weaknesses of the organisation.
What are the resources organisation is having. What are resources organisation
is not having. Similarly, managers have to analyse environment. What
conditions in the environment will facilitate goal achievemenl. This analysis is
known as SWOT analysis, i.e. analysing strength, weakness, opportunity and
threat.

# The last step is to develop an effective plan for reaching goals. At this moment
il is necessary to find out set of alternatives which can meet the goals. Each
alternative should be evaluated and then one which is suitable to meet the goals
can be selected.

* It should be noted that planning is the process whose outcome is a plan.

1.10.2 Decision Making

A decision is the choice between two or more alternatives. Decision making is the
process of thinking and analysing an issue that leads to decision. A decision situation
arises when there is gap between desired level of achievement and existing level of
achievement. Decision and decision-making are distinct from each other but interrelated.
Decision means the choice among alternatives in any given situation. Decision making
means the processs by which a decision is arrived or met. Decision situation arise under
tollowing conditions :

(a) There is gap between present achievement and the desired level of achievement.

(b)Y The person who is making a decision is interested to reduce this gap and he/she
feels hé can do something about it.

(c) Decision should be viewed as means to achieve objective of organisation, for
example it may be required that a definite quantity of product should be sold
every month in the company. In other words company may have to setl 100
units of its product per month. To achieve this objective marketing department
will have to make certain decisions by which this can be done. For example
marketing manager will have to decide in which part of the city this product can
be sold, i.e. place. At the same time he will have to decide how he can promote
this product. He will have to decide how many people in his department should
be assigned this responsibility and fix its price.

Thus, it can be said that decison making helps in achieving objectives. It is required at all
levels of management. However nature and content of decision making varies across
levels in organisations. People at the top level have to decide about company’s mission
1nd policies, introduction of new product, diversification, technology, and other
important issues. Managers at junior and middle level have to make operational decisions
which try to execute plan of top management.

1.10.3 Decision Making Process

Decision making process has following steps ;
(a) Awareness of the problem
(b) Developing alternatives which can solve problem
(¢) Critical analysis of each alternative

(d) Selection of one or more alternative -
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(e) Executing the decision
(f) Review of decision after its implementation

The very first step is awareness about the problem. In other words you should know what
is problem or issues about which you have to make a decision. It can be selection of an
R&D engineer, hiring a particular supplier, or buying an advanced technological
equipment for increasing efficiency. Once you know the topic of decision making it will
be easier for you to go to next step. It is possible that a problem can be solved by multiple
methods. For example, if issue is to increase the profit you may have following
alternatives :

(a) Increase sales,

(b) Reduce cost,

(¢) Develop market in new areas where company is not having presence, and
(d) Introduce new product.

Which of these alternatives is better. Which one should be selected. This is job of person
who is involved in decision making exercise. At this juncture he has to evaluate each
alternative carefully. He should consider advantages and disadvantages of every
alternative, Therefore, critical evaluation of every alternative is necessary.

1.10.4 Conditions of Decision Making
A manager may have to make decision under following conditions:

Conditions of Certainty

Under this condition a decision-maker knows what will happen it he selects a
particular alternative. For example, if you have three alternatives for a problem,
namely X, X2, X3, you know that likely outcome of three alternatives will be Y,
Y3, Y3 respectively. This is condition of certainty. Under this condition errors in
decision making are limited. Usually. rules are introduced to ensure certainty in
actions of managers.

Conditions of Risk

In a rapidly changing environment conditions of certainty are rare. Therefore,
managers have to estimate consequences of each alternatives. For example, if you
have three alternatives X, X;, X3 and you feel that chance for success of X, are
50%, 25% for X5, and 25% for Xs. This is a condition of risk. In this case a
manager has to minimise risk by making a suitable decision which is more likely
to solve the problem,.

Conditions of Uncertainty

Whenever a manager does not know probability of each alternative available to
him, a condition of uncertainty exists. There are too many variables and unknown
facts that can influence the decision. Therefore, a manager is unable to predict the
outcome of his decision. This is condition of uncertainty. '

While evaluating alternatives, it should be kept in mind that implementation of decision
'should be possible in the organisation. If your alternative provides for a rational and good
solution to the problem but it cannot be executed in company, such an alternative will not
help the manager. Alternatives should be ranked in order of most desirable to least
desirable. Next step is selection of best alternative which can solve the problem. In case
the selected alternative is not able to solve the problem manager has to start decision
making process again. It is necessary that decision should be accepted by people who
have to execute it. It a decision is very good but team members are not willing to execute,
it is not very etfective decision. The last step is review of decision after implementation.
Sotne criteria like problem-solving capacity of decision, time of implementation, errors in
execution etc. can be usetul for review of decisions.

1.10.5 Suggestions for Effective Decision Making

* Try to avoid decision-making in emergency. Try to anticipate the problem and
take decision before it becomes a situation of emergency.

* Decision making is likely to be intluenced by attitudes, values, feelings and
social political ideology of decision maker. Managers should try to reduce the
effect of such variables.
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¥ Do not expect to be right all the time because a manager may have to take a !
and Functions

number of decisions in company. Theoretically errors in decision-making are
possible. However, managers try to minimise errors in decision making. It may
happen Lhat some of your decisions may be incorrect when implemented.

% Decision should be viewed as means to particular goal rather than an end in
1tself

1.10.6 Group Decision Making

In organisations most of important decisions require consultation by a group. Group
decision making is needed because some decisions require expert opinion of many
managers, for example launching new product. In such a case, managers from production,
marketing, finance and other departments will be involved. Similarly, in implementation
of decision a number of people may be involved.

Advantages of Group Decision Making

(a) Ingroup decision making possibility for acceptance and implementation of
decision is greater as compared to decision making by individual. By
participating members develop a sense of belongingness and accountability for
decision which they take.

(b) In general group can generate more ideas, analyse the issue from different
angles and evaluate the alternatives in wider perspective.

(c) Group participation may lead to creativity in decision making.

(d) Group decision making is more useful in situation of uncertainty and risk.

(e) Group has greater capacity to take risk as compared to individual.
Disadvantages of Group Decision Making

(a) Generally it is seen that group takes more time in making decisions.

(b) Quality of decisions may be affected because of interpersonal problems.

(c¢) Responsibility for decision making cannot be fixed on individual members. In
case of delay or failure there is tendency to blame others.

(d) Sometimes one or two members can dominate group decisions. Therefore,
group decision may not reflect thinking of the group members.
SAQ4
(a) How planning helps in achievement of objectives ?
(b) Describe the conditions in which a manager has to make decision.
(c) Whatis group decision making 7
(d) What are the limitations of group decision making ?

1.11 CONTROL PROCESS

Strong & Smith (1968) proposed that control is needed to ensure that organisation
achieves its objectives. If effective control process is not existing our efforts of
organising planning may not be successful.

L
Definition

Management control is systematic effort to set performance standards with
planning objectives to design information feedback systems, to compare actual
performance with those pre- determmad standards, to determine whether there
are any deviations and to measure their s1gmf1cance and to take action required
to ensure that all corporate resources are being used in the most effective way
possible in achieving corporate objectives.

— Mocker (1972) . ) 17




Basic Concepts According to this definition control has f()llowing basic steps :

(a) The first step is to establish standards and methods for meaburement of
performance.

{(b) The second step is measurement of actual performance of organisation.

1 . (c) The third step is the comparison of performance against standards which are
i determined at step one.

; (d) The last step is to assess if there is a need for corrective action to ensurc
performance. If so what corrective action should be taken.

It should be noted that management is an integrated process combining leading, plannmg
organising and controlling. Planning determines the goals which organisation will
achieve. Controlling determines whether these goals have been achieved or not. How far
they have been achieved. What is the discrepancy between stated goal and actual
performance. Suppose a company decides that it will achieve fyrnover of 100 crores by
exporting its product in two years, After two years figure are available for actual export.

! Suppose, it is 60 crores. A comparison of statcd objectives, i.e. 100 crores and actual

| performance, i.e. 60 crores indicates that company has not been able to achieve 40 crores.
This is the discrepancy. What corrective action should be taken to fill the gap is the actual
purpose of controiling.

1.11.1 Need for Control !

There are various reasons which make controlling a necessary part of management
process.

Some of these reasons are givenbelow :
Environmental Changes

Environment of organisations refers to social, political, legal, cconomic, cultural
and competitive conditions existing outside the organisation. These conditions are
not static but dynamic. They keep on changing. New products enter market, for
example in last few years many brands of soft drinks have been launched like
Pepsi, Coca Cola in competition to Thumps Up. Technology and method of
production change and improve which reduce cost of production. Government’s
economic policies change, new rules and regulations are framed every year.
Control function enables managers to diagnose such changes that can have an
impact on product or service of the organisation. Once such changes have been
_identified, managers think of coping with them. It is necessary for a company to

~ understand and respond to such changes because these changes affect performance
of organisation.

Errors in Decision Making

Despite of all aids to decision/making sometimes managers make error in
decisions. A new product may be launched without careful study, targets may be
unrealistic and demand for goods and services may not-increase as expected. A
control process enables managers to catch such errors before they can begin to
show their impact on organisation.

Fluctuations in Employee Performance

Organisational objectives are achieved by people who are working in the
organisation. Performance of employees is not static but dynamic. It can vary. A
sales person may achieve his target in one month but may fail in the next month.
Such changes will affect the rate at which organisation is trying to achieve its
objectives. Therefore, it is necessary to have adequate control to assess how
managers are working toward their assignments.

Changes within the Organisation

It has been stated earlier that an organisation has various subsystems which are
interdependent. Any change in one subsystem affects the whole organisation, for
example, if there is strike in the plant it affects production as well as sales. Control
process facilitates analysis of changes within the organisation.

1.11.2 Design of Control

Newman has discussed the pr\ocedureys for establishing control’process. These procedures
18 have following steps :




Definition of Needed Result k Management : Thought

and Functions
The results that a manager is trying to obtain should be precisely defined. Vague
results like trying my level best to increase sales does not facilitate control process.
Result should be defined in such a way so that it can be assessed properly.
Thereafter, responsibility for achieving result should be linked to individuals.

Establish Predictor of Results \

Deviations which are detected should be predictor of results. They must indicate
the manager whether or not corrective action is required. Some of predictors are :

Input Measurement

- Some key elements can help the manager to assess final results. For example, in
a manufacturing company incoming orders for purchase of goods will
determine amount of production. Any change in price of raw material, demand
for product, entry of new product will indicate the manager whether or not he
will be able to get the desired results. If he cannot get the results corrective
action should be taken,

Performance at Initial Stages

If results in the beginning are worst or better than desired result there is need to
re-evaluate the plan. For example, monthly sales volume in first three months
can provide information for future sales in the year.

Measurement of Predictors of Results

Next step is to develop criteria so that predictors can be examined for deviation. If
the desired result is customer satisfaction number of customer complaints can be

_ criteria for standard performance. Suppose 100 complaints are being received in
two 'months. How many of them are answered and handled satisfactorily. This
number should be decided. Once it is done it becomes easier to assess deviation.
Similarly, if the desired result is increase in sales by 10% in a year, then the
amount of sales per month can be fixed as standard. This standard can be number
of units sold in a month. ‘

Information and Feedback

Manager has to develop means for collecting information on predictors of results.
Communication network should be efficient to provide data on predictors, for
example amount of sales per month.

Evaluation

The last step is to evaluate the information gathered on criteria and examine
whether there are deviation from standards or not. If deviation is observed,
corrective action should be taken. For example, if one supplier is not able to
provide raw material timely, there is need to look for another supplier who can
supply the required raw material timely. Sometimes there may be need to
re-ecvaluate the plan and desired results.

1.11.3 Types of Control
Steering Control

The purpose of steering control is to detect deviation from standard before a
sequence of steps is completed. For example, it will try to assess whether target for
annual sales can be completed or not before the sales activities are completed.

Post-action Control

It measures results after completed action. Suppose your desirable result is
increase in sales by 10% in 1995-96. Once sales activities are completed,
deviations are assessed. In other words, how much was actual increase in sales. If
it was less than the target the cause of deviation is analysed and corrective action is
determined for future activities. ' ‘

Streening Control

This type of control provides for a means for taking corrective action before
" operation may usually start; for example legal approval of contracts and guality
control inspection in plant. A sales officer is asked to take approval of limit of
discount which can be offered to customers before he actually offers this facility to
customers. Streening control is known as yes/no control also. 19




' Basic Concepts SAQS5
(a) Why aneffective control process is needed in an organisation ?
(b) What are the steps taken for designing control process ?
(¢) 'What are the different types of control ?

1.12 LEADING

Leadership can be defined as a set of interpersonal skills which influence employees.
More specifically it is process of directing and influencing the task related activities of
group which one is lead’ . 'tis exercise of influence in such a way so that employees
complete the work which ey are assigned. Leadership is required to modify behaviour
of subordinates. French & Raven have identified bases of leadership. Why do
subordinates behave as directed by managers ? This question can be answered by
tollowing bases of leadership :

Reward Power + The leader has power to reward the members who has
satisfactorily done his job.

Coercive Power : The leader has power to punish members of group.

Legitimate Power : Leader or manager has formal authority in organisation.

Expert Power 1 Manager has superior knowledge skill and experience of
work.
Referent Power : Manager has the ability to encourage other employees,

A manager will be successful to the extent be can use these bases of power.
Functions of Leader

The most important role of the leader is to coordinate activities of his group
members. A manager functions as leader. He usually assignes the task to his
subordinates. Another role of leader is to decide policies of group. It may involve
determining objectives sometimes. In some organisations each group like
production, marketing etc. is given an opportunity to participate in decision
making about objectives. A marketing manager has the responsibility to achieve
the sales target with cooperation of other employees. As leader ot his group he
provides advice, support and encouragement to team members. Leader represents
his group in company. Thus, it is clear that a leader has various functions in his
group. All function will not be required always. The functions of leader are -
influenced by nature of task, relationship between leader and subordinate and
situation in the organisation.

1.12.1 Leadership Styles

Leadership refers to a manager’s mode of interaction with his subordinates and other
people. How he interacts with his people. Some major leadership styles practiced by
executives are discussed below :

Authoritarian Style

This style is very dominant among Indian executives. An authoritarian leader
depends on use of formal power to control his subordinates. He himself decides
major plans of his group. He does not encourage participation of employees in
decision-making. He dictates the activities of subordinates who are expected to
show compliance. By preventing participation in decision making authoritarian
manager ensures that his guidance will be indispensible in the group. In such a
situation there is less opportunity for open communication among group members.
He creates an atmosphere in which communication among group members is )
(difficult. Authoritarian leadership style is suitable for organisations like army,
police etc. However this style is not suitable for software companies. research and
development departments etc. In small group leader may be personally known to
all members. As size of group increases it becomes impossible to know all

20 members. Therefore. managers maintain close relationship with some members




who interact with other employees in group. Thus, hierarchical organisation tend to Management : Thought
develop in the group. It can be seen a natural consequence of aim of leader to and Functions
maintain his position of central power. Figure 1.6 indicates leader member

relationship in small and large groups.

SMALL GROUP LARGE GRQUP

Figure 1.6 : Leader-Member Relationship
Democratic Leadership Style

Democratic leadership style differs from authoritarian leadership style. This
difference is seen in the way in which leader exercises his powers and influences
his group members. A democratic leader encourages participation in
decision-making in the group. He distributes responsibility for work among group
members.- He encourages open interpersonal communication among members.
Though'leader has dominant position in the group, he consults with members
before taking any important decision. He encourages initiative and free expression
of ideas. It is seen that satisfaction of employees is higher under democratic
leadership style. One explanation for such findings is that sharing of information
and expression of ideas fulfil higher order need for autonomy and respect among

~ employees. Democratic leadership style encourages acceptance of group goal and
increases cohesiveness and member satisfaction.

- Managerial Grid

Blake & Mouton (1968) proposed grid style of leadership. It is graphu,
representation of two dimensions.of leadershlp namely, concern for production and
concern for people.

Concern for Production

Every manager has to achieve objectives, It may be reflected in executives’
attempt to minimise cost, making high quality products or selling a given
number of product etc. In a service organisation like hospital it may include
health care, number of patients treated. Production means task which a manager
is trying to complete. Production does not refer to producing certain goods only
in managerial grid.

Concern for People

Managers work together as a group alongwith fellow employees. Therefore, the
assumptions they make about people influences their interaction with other
employees. Concern for people is reﬂec?ed in many ways like attempt to make
subordinates happy, to ensure that subordinates like the manager.  \

Some managers avoid to take tough decisions and action against subordinates. Some like
to maintain good relationship. Such instances indicate manager’s concern for people.

Managerial grid indicates how two dimensions like concern for production and concern
for people interact to determine leadership styles. For example, a manager may have high
concern for production but low concern for people. These two dimensions are represented
in Figure 1.7 on nine point scale.

In this figure, one indicates low score and nine indicates high score and five indicates
average score. Other numbers like 2, 3, 4, 6, 7, 8 indicate degree of concemn between one
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Figure 1.7 : Managerial Grid

and nine. A combination of concern for production and concern for people determines
leadership styles. Description of such combination is given below :

1,1 Style

This style indicates low concern for production and people both. Such a manager
tries to achieve minimum goal which can assure his survival in the organisation.
He is neither committed to work nor he has concern for people. Most of decisions
he takes will be according to rules and regulations. He is more concemed with
compliance with system than results. He prefers to maintain neutral attitude when
there is disagreement in the group. Such a manager does not take risk.

9,1 Style

This style has high concern for production and low concern for people. A manager
having such leadership tries to dominate and control the group. His urge is to prove
himself a capable leader. He tries to get the work done by use of authority and
obedience. He may use his formal authority more often. He himself decides plans
and tells his subordinates to follow. He will ensure that production schedules are
maintained. If any employee deviates from norms he takes corrective action to
check deviation. ‘

5, 5 Style

This style indicates middle path. Manager using this style has average concern for
task and average concern for people. He makes plans which will be accepted by his
team. If any employee is not able to meet target, he will reduce it. He will help his
subordinates in case of any difficulty. He maintains good interpersonal relationship
and encourages free and frank opinion.

1, 9 Style

This style is smnlar to relationship orientation. Manager has high concem for
people but low concern for production. Such a manager tries to avoid conflict.
Productivity is likely to suffer in such style.

9, 9 Style

It indicates team work. A manager showing this style has high concern for task as
well as people. This style is suitable for achieving high productivity. Team
performs better in this style. Managers should try to move toward 9, 9 style of
leadership. In-addition to styles discussed here, there are some more theories of
leadership like Fiedler’ contingency theory, path-goal theory and nurturant style

op) etc.




SAQ 6 ‘ ' Management : Thought
and Functions

(a) Describe the functions of a leader.
(b) What do you understand by “managerial grid” ?
(¢) Whatis difference between authoritarian and democratic style of leadership ?

1.13 SUMMARY

In this unit, we have analysed major theories of management like scientific management,
human relations approach, systems approach etc. We have discussed the role of manager.
We have analysed management process and its components like ORGANISING,
PLANNING, DECISION MAKING, LEADING AND CONTROLLING. We have
analysed various types of leadership style like authoritarian leadershlp, democratic
leadership and managerial grid. ;

1.14 ANSWERS TO SAQs

Refer the relevant preceding text in the unit or other useful books on the topic listed in
the section “Further Reading” to get the answers of the SAQs.




