PRINCIPLES OF MANAGEMENT
Unit – I
Introduction:
The basic unit of a society is the individual. But no individual can satisfy all his desires himself.
Therefore, he unites with his fellow-beings and works in an organised group to achieve what he cannot
achieve individually. It is primary force within the group or organisation which tends to lead it towards
the group goal. Management is required to plan, organise, co-ordinate and control the affairs of the
organisation. Without, management, resources of production remain resources merely and never
become production. Management is a universal process in all organised social and economic activities.
Wherever there is human activity, there is management. In business filed management is not restricted
to factory, shop or office but is also useful in government enterprises, educational institutions, health
services, military organizations and so on. A manager applies his knowledge and skill in a wide variety of
enterprises.
Concept of management:
The concept of management is as old as human civilisation. Management in today’s context has
the most significant influence on modern life, giving a strong essence to the very purpose of
management. The concept of management is useful and applicable to all types of organisations,
whether profit-making or service-oriented. Therefore, it is said that management is a universal process.
In other words, the concept of management integrates and transforms various resources into ultimate
goals and objectives, i.e., maximisation of profits or services. It is primarily a process of integrating six
Ms of management, viz., Men, Material, Machines, Methods, Money and Markets. The term
management may be referred to a distinct process of allocating inputs by typical management functions
for the purpose or achieving pre-determined objectives, viz., higher output and profits through
customer satisfaction. It can be showed in the following diagram / process:
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The traditional concept of management was restricted to the art of getting things done
through others. According to modern views, management is not merely an art of getting things done
through others, but it also covers a wide spectrum of business-related activities. According to modern
thinkers, management is a process, an activity, a discipline and an effort to co-ordinate, control and
direct individual and group efforts towards the attainment of cherished goals of business.
Definitions:
The following are the authors can explain about the management in their different ways.
“Management is knowing exactly what you men to do and then seeing that they do it in the best and
cheapest way.”
-

Fredrick Winslow Taylor

“To manage is to forecast, to plan, to organise, to command, to coordinate and to control.”
-

Henry Fayol

“Management is defined as the creation and maintenance of an internal environment in an
enterprise, where individuals, working together in groups, can perform efficiently and effectively
towards the attainment of group goals.”
-

Koontz and O’ Donnell

“Management is a distinct process consisting of planning, organising, actuating and controlling,
performed to determine and accomplish stated goals by the use of human beings and other
resources.”
-

George Terry

Nature of management:
Management means different aspects to different authors. Each definition lays emphasis on a
particular aspect on management thereby presenting only a partial view of the total concept of
management. Over a period of time managerial techniques to manage a business have undergone a
change thus the nature of management can be followed under:
1. Multidisciplinary:
Though management has developed as a separate discipline but it draws knowledge and
concepts from disciplines such as sociology, psychology, economics, statistics, operation research
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etc. Management integrates ideas and concepts from these disciplines and uses them for
improving the efficiency of organisation.
2. Management is a group activity:
Management is an essential part of a group activity. As no individual can satisfy all his desires
himself, he unites with fellow-beings and works in an organised group to achieve what he cannot
achieve individually. Wherever, there is an organised group of people working towards common
goal, some type of management becomes essential. Management makes the people realize the
objective of the group and directs their efforts towards the achievement of these objectives.
3. Management is goal- oriented:
Management aims to achieve economic and social objectives. It exists to achieve some
definite goals or objectives. Group efforts in management are always directed towards the
achievement of some pre-determined goals. Theo Haimann quotes that, “Effective management is
always management by objectives.”
4. Management is a factor of production:
Management is not an end in itself but a means to achieve the group objectives. Just as land,
labour and capital are the factors of production and are essential for the production of goods and
services, management is a factor of production that is required to c-ordinate the other factors of
production for the accomplishment of pre-determined goals.
5. Management is universal in character:
Management is applicable in all types of organisations. Wherever there is human activity,
there is a management. The basic principles of management are of universal application and can
be applied in all organisations whether they are business, social, religious, cultural, sports,
educational, politics or military. Henry Fayol states that, “ Be it a case of commerce, politics,
religion, war… in every concern there is management function to be performed.”
6. Management is a social process:
Management consists of getting things done through others. This involves dealings with
people. The efforts of the human beings have to be directed, co-ordinated and regulated by
management in order to achieve the desired results. In the words of Brech, “Management is a
social process entailing responsibility for the effective and economical planning and the regulation
of the operation of an enterprise, in fulfillment of a given purpose of task.”
7. Management is a system of authority:
Since management is a process of directing men to perform a task, authority to accomplish
the work from others is implied in the very concept of management. Authority is the power to get
the work done from others and to compel them to work in a certain manner. Management cannot
perform in the absence of authority. In real sense, management is a rule-making and ruleenforcing
body.
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8. Management is a dynamic function:
Management is a dynamic function and it has to be performed continuously. It is concerned
not only with moulding of the enterprise but also the alteration of environment itself so as to
ensure the success of the enterprise.
9. Management is an art as well as science:
Management is a science because it has developed certain principles which are of universal
application. But the results of management depend upon the personal skill of managers and in this
sense management is an art. The art of manager is essential to make the best use of management
science. Thus, management is both science and art.
10. Management is a profession:
In the present days, management is recognised as a profession. It has a systematic and
specialied body of knowledge consisting of principles, a technique and laws and can be taught as a
separate discipline or subject. This is also divorced ownership from management.
Importance:
The emergence as an essential factor of production is an important event in the history of
business. Classical theorists stressed land, labour and capital as basic factors of production, needed for
the production of goods and services. However, due to growing complexities of business and
consequent increase in competition, both internally and externally, management has become an
important factor of production.
The following are the important points:
1. Optimum utilisation of resources:
A good manager secures maximum results, in terms of production, sales, profits and
employees satisfaction with maximum inputs, in terms of physical resources and manpower
efforts. Thus, management results in optimum utilisation of resources.
2. Leadership and motivation:
Organisational goals cannot be achieved by using force. Management creates willingness
and motivates workers to work towards the achievement of pre-determined organisational
objectives. Thus, management leads and motivates employees in the right direction.
3. Initiative and innovation:
Management is a group activity. A good manager works with a common consensus and
creates an environment in which everyone get as an opportunity to express his/her views. This
gives an opportunity to subordinates to come forward with innovative ideas.
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4. Minimizes wastages:
Along with ensuring judicious use of resources, a good management also aims at cutting
down wastage, both human as well as non-human management plans, organises, direct and
controls the activities of the organisation and thereby helps in controlling wastage.
5. Industrial peace:
Management helps to develop a healthy environment within the organisation by
promoting a two-way communication between superiors and subordinates. This develops
cordial relations between them and promotes industrial peace and harmony.
6. Builds competitive strength:
In today’s competitive environment quality of performance determinants the profitability
of the organisation. Sound management enables the enterprise to achieve higher levels of
productivity and profitability , which in turn build competitive strength.
7. Improves standard of living:
A
sound management helps to improve standard of living of both- the workers and
consumers by improving its productivity and profitability. Due to increased profitability, workers
get higher wages and consumers get better quality products at lower prices.
8. Growth, expansion and diversification:
In modern commercial fields, growth and expansion are necessary for making an enterprise
stable, profit-making and economically viable. A sound management helps organisation to grow,
expand and diversify and make it a going concern.
9. Social consciousness:
Business is a part of society. Thus, a sound management shoulders social responsibilities of
business and contributes towards the welfare of different segments of the society, viz.,
consumers, workers, investors, shareholders, government and the society at large.
Levels of management:
In an industrial enterprise, managers at all levels of management have to perform more or less
similar function. However, the scope, nature and importance of these functions may vary according to
the level at which they operate. Generally, managers are divided into three broad categories depending
upon the level at which they operate in the management hierarchy. It can showed in the following
structure:
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Top Level Management:
Top-level management is the ultimate authority, which is responsible to the shareholders,
government and general public. Top-level management of an organisation consists of one of the
following:
• Board of Directors
•

General Manager

•

Chief Executive Manager

•

Managing Director

•

President

Functions:
•

To define mission and fundamental goals.

•

To design appropriate organisational set-up

•

To develop master plans for different functional areas

•

To formulate master strategy and policies

•

To provide outstanding leadership

•

To achieve coordination and exercise overall control.

Middle Level Management:
Middle level management are the connecting links between the top and the first time managers.
The middle level management consists of departmental heads viz.,
•

Production manager
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•

Sales manager

•

Marketing manager

•

Finance manager

•

Public relation officer

Functions:
•

To explain to the lower management, the objectives, strategies and policies laid down by the
top managers.

•

To communicate to the top management, the problems, suggestions and view points of the
lower management

•

To prepare departmental plans on the basis of board objectives and guidelines set by the top
management

•

To design organisational set-up of various functional departments i.e., division of work and span
of control

•

To control and coordinate the functioning of various functional departments in the organisation.

•

To submit a report to the top management on the performance of various departments and
individuals.

•

To offer suggestions and recommendations to the top management for the improvement of
overall functioning.
Lower Level Management:
Lower level management is also known as the first line management, because the management
level begin with it. It is a vital link between the higher level management and the rank and file of
workers. They are important because they link managers with non-managers. They exercise a direct
supervision over the entire workforce in factory, office and sales field, where results are obtained.
Functions:
•

To day-to-day operational planning, as per the directives of the middle level managers.

•

To maintain high level of morale among workers and create conducive environment for them to
perform.

•

To supervise work of employees and ensure that their performance conform to the
predetermined standards.

•

To submit reports on the performance of workers and to recommend reward or punishment for
them.

•

To communicate to workers about the decisions of the top level management and its policies.
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•

To report to higher authority, the problems, feelings and expectations of the rank and file of
workers.

Administration Vs Management
There is a controversy on the use of these terms. Some authors say that administration and
management are the same thing and there is no difference between the two words while other feel
that they are different functions. The following are discussed by various authors:
1. Administration is different from management:
Administration is concerned with the determination of overall objectives and policies of an
enterprise while management is concerned with planning, co-ordinating and controlling of
business activities for attaining the enterprise objectives. Various authors like Ordway, Oliver
Sheldon, Florance, Lansburg, Haimann are also accept this because administration involves
decision making and policy formulation where as management involves execution and
supervisory work.
2. Administration is part of management:
Administration is that part of management which is concerned with the installation and
carrying out of the procedures by which the programme is laid down and communicated and
the progress of activities is regulated and checked against plans. Various author and schools like
Brech, Kimball and Kimball and Rickman along with them the European school is also accepted
this concept.
3. Administration and management are one:
In the words of Newman, “ Management or administration is the guidance, leadership
and control of the efforts of a group of individuals towards some common goals.” In Henry
Fayol’s opinion every undertaking requires same function and observes same principles. Other
authors such as George Terry, Allen, Koontz and O’ Donnell also feel that both the terms mean
the same thing.
Differences:

Meaning

Administration
Administration is concerned with
determination of objectives and
major policies of the enterprise.
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Components Administrative staff includes
Board of Directors or Chief
Executive Officer (CEO) or
Managing Director (MD) or
President
Anatomy
Factors
influencing
functions

Nature of
functions
Factors
influencing
decisions

Objectives

Set-up

Management includes
various sectional heads viz.,
Production Managers, Sales
Manager, Public Relation
Officers etc.
It resembles draftsman.
It resembles the entire body
of human being
Administrative functions are
Management functions are
influenced by factors like public
influenced by factors like
opinion, government policies as
organisational policies,
also social and religious factors.
degree of delegation of
authority, values and beliefs
of the managers.
It deals with determination of
It is the executive function
major organisational objectives.
of getting things done
through others.
Administrative decisions are
Management decisions are
influenced by external factors like influenced by values, beliefs
public opinion, social, economical, and opinions of managers
religious and governmental factors. operating at different
managerial levels.
It is pre-occupied with planning
It is mostly concerned with
aspect of work and formulates
performance aspect of work
overall goals and objectives,
and keeps itself busy for
programmes policies and other
getting things done through
plans.
others.
Administrative work is kept
Managerial work is
reserved by the top level
delegated to the middle and
executives for their own
lower level executives.
performances.

Organisation refers to the
enterprise as a whole, i.e., it
consists of administrative
and managerial staffs of the
organisation.
It resembles the nervous
system of human body.
Organisation is influenced by
factors like nature and size of
organisation, nature of work
flow, grouping of activities
and formal authorities.
It is an organic function of
putting together different
parts of an enterprise.
Organisational decisions are
taken by managers in their
official capacities, as decided
by the top level authority.
It provides the mechanism
for cooperative and
integrated action by two or
more persons in any
enterprise.
Organisation sets up a
machinery for effecting
delegation and securing
coordination at various levels
of the structure.

Management as an art, science or profession:
The controversy with regard to the nature of management as to whether it is an art or science is
very old and has created a lot of confusion. It is necessary to understand the real nature of
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management. The learning of art involves its continuous practice while learning of science involves
assimilations of principles.
Management as an art:
An art is often regarded as the systematic application of skill or knowledge in effecting
accomplishment of results. It represents the methods or ways of doing specific things and indicates how
an objective is to be achieved. The function of art is to effect change and accomplish results through
deliberate efforts. Art is a personalied process and every artist has his own style. It is practice-based ad
perfection in it requires continuous practice over a long period of time.
The main elements of art are:
a. Personal skill
b. Practical knowledge
c. Result-oriented approach
d. Regular practice
e. Creativity
1. Like any other artist, a manager also uses his knowledge and skill in coordinating the activities of
people in the organisation. Management is art of dealing with people to accomplish desired
results.
2. Management is concerned with the application of knowledge and skill. Unless managerial
principles are used for making the things effective and better, these will not be covered in art.
3. Management is result oriented because it is concerned with accomplishment of objectives. It
aims at achieving maximum productivity at lowest costs.
4. Every art has an element of creativity and in his sense also management is one of the most
creative art it is concerned with getting work done through others by motivating them to work
and coordinating their activities.
Management as a science:
The word science literally means knowledge. It is a systematised body of knowledge acquired by
mankind through observation and experimentation and which is capable of verification. The basic
difference art and science is that art implies knowing, how the application, whereas science is
concerned with knowing.
In the words of Keynes, “Science is a systematised body of knowledge which establishes
relationship between cause and effect.”
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The essential features of science are as follows:
1. It is a systematized body of knowledge that uses scientific methods for observation.
2. The principles are evolved on the basis of continued observation
3. The principles are exact and have universal applicability without any limitation 4. The principles establish a
cause and effect relationship between various factors.
5. The validity of scientific principles can be verified and they provide a reliable basis for predicting future
events.
a. Systematised body of knowledge:
Management is viewed as a science as it is an organised body of knowledge built up by
management practitioners, thinkers and philosophers over a period of time. “Management science
is a body of systematised knowledge accumulated and accepted with reference to the
understanding of general truths concerning management.”
b. Continued observation:
As applied to management, the principles of management have been developed after
continued observations. The knowledge of management has been acquired through continuous and
vigorous efforts of many theorists and practitioners over a period of years. c. Universal application:
Scientific principles represent basic truths and can be applied in all situations and at all times, i.e.,
they have universal application. There are certain fundamental principles of management which can
be universally applied. In the words of Taylor, “ The fundamental principles of management are
applicable to all human activities from our simplest individual acts to the working of our great
corporation.”
d. Cause and effect relationship:
Scientific principles establish cause and effect relationship between various factors. When
applied to management, the principles of management also establish cause and effect
relationship.
e. Validity and predictability:
Mere knowledge or collection of facts is not science. It is only when the knowledge so gathered
can be verified, it becomes science. The principles of management have been put to several tests
and found to be valid. Further, the principles of management by finding cause and effect
relationship can serve reliable basis for predicting further events.
Management as an inexact or a social science:

PREPARED BY
B.V.S.N. MAHESH
LECTURER IN DEPARTMENT OF COMMERCE AND MGT Page 11

PRINCIPLES OF MANAGEMENT
From the above discussion, it is clear that management is a science. But it must be noted that
unlike physics, chemistry and biology, it is not exact or accurate science. The principles of management
cannot be considered as fundamental truths. The main reasons for the inexactness of the science of
management is that it deals with human beings whose behaviour cannot be predicted.

Management as an art as well as science:
We have seen above that management has elements of both art and science. It may not be proper
to term it as pure science or pure art. As Cossa has said, “Science requires art, art requires science, each
being complementary to each other.” The former(science) will have to solve problems and establish
principles which might be applied with benefit to the latter(art).
In the words of Dean Stanely F. Teele, “Management is a mixture of art and science……. The present
ratio is about 90% art and 10% science. Though a very great deal of developments are presently
increasing that proportion which can properly be called science. I am willing to venture a guess that by
the end of another generation the ratio will be 80% art and perhaps 20%science.”
Management as a profession:
Another question arises in regard to the nature of management is whether management can be regarded
as a profession or not. To determine this, we must understand the meaning and special attributes of
profession. The meaning of profession is a ‘calling in which one professes to have acquired specialised
knowledge, which is used either in instructing, guiding or advising others.’
In the words of Hodge and Johnson, “Profession is a vocation requiring some significant body of
knowledge that is applied with high degree of consistency in the service of some relevant segment of
society.”
Prof. Dalton E. McFarland lays down the following criteria or special attributes in a profession:
1. Body of specialised knowledge and technique:
When applied to management, it has organised body of knowledge built up by management
practioners, thinkers and philosophers over the period of years. In this sense, we can safely say
that modern management is certainly a profession.
2. Formalised methods of acquiring training and experience:
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The management science, today, is fully equipped with formalised methods of acquiring
the body of knowledge in theory and practice. To impart management education and training ,
there are a large number of formal institutes in various countries, including India. Several tools
of management such as business, psychology, business law, statistics, data-processing,
operations research and cost accounting etc. have been developed.
3. Establishment of professional associations:
Professional Management Associations are being established in most of the countries (i)
to regulate the behaviour of members, (ii) to create a code of conduct for guiding the activities
of the profession; and (iii) to promote and build up the image of management as a profession.
4. Code of conduct:
Members of a profession have to abide by a code of conduct. A code of conduct provides rules
and regulations, norms of honesty, integrity and professional morality. There are no restrictions of
licensing on the entry of management profession and judge from these standpoint, management
cannot be regarded as a profession.
5. Priority of service over economic considerations:
Unlike an ordinary occupation or trade, a profession, though a source of livelihood,
involves the application of expert knowledge for the service of the society. Management aims at
providing maximum efficiency at the lowest cost so as to serve the interests of employers,
workers, consumers, society and the nation at large.
Development of management thought:
Management has always existed in some form or the other, probably as early as the beginning of
human civilisation. The pattern of management has been undergoing change with the varying social and
technological factors. Management has been growing with the development of social, economic,
political and scientific institutions. The management thought has passed through various stages to reach
its present level. So, for the purpose of study, it is divided into three stages, each covering different
period and ideology of the contributions.
Approaches in management thought:
A. The classical theory of management:
The systematic study of management as a separate field of activity started only during the
second half of the 19th century even though there are evidences of the application of managerial
techniques in handling different affairs. It was only in the second half of 18th century that James
Watt Jr., Boulton, Robert Owen and Charles Babbage gave serious thought to problems of
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management. The period before F.W. Taylor is also known as Pre-Taylor period. Inspite of these
contributors, it is only when Max Webber introduced Bureaucratic Model around 1900 that the
first systematic management theory is said to have emerged. Some of the contributions are
mentioned here:
Max Webber (1864-1920) (Bureaucratic Model):
Max Webber, a German Sociologist, was a teacher at Berlin University. He was chief exponent if
the Bureaucratic model. According to him, the recognition and exercise of authority is the
fundamental question. He identified three types of authority structures i.e., chrismatic,
traditional and bureaucratic. A chrismatic leader’s authority is accepted by virtue of some
exceptional innate qualities. The chrisma remains with the leader and it is necessary that the
successor too has chrisma. More often, the authority structure will become one, based on
heredity or procedure and rules. Such an organisation will become a ‘traditional or rational
legal’ organisation. Bureaucratic organisation, in Webber’s views, is the most efficient form of
organisation. It is rational because specific objectives of the organisation are laid down and
organisation is designed to achieve them and it is legal because authority stemmed from a
clearly define set of rules, procedures and roles.
Taylor and scientific management(1856-1915)

Frederick Taylor is often called the “father of scientific management.” Taylor believed
that organizations should study tasks and develop precise procedures. As an example, in
1898, Taylor calculated how much iron from rail cars Bethlehem Steel plant workers
could be unloading if they were using the correct movements, tools, and steps.Lastly, he
developed an incentive system that paid workers more money for meeting the new
standard. Productivity at Bethlehem Steel shot up overnight. As a result, many theorists
followed Taylor's philosophy when developing their own principles of management.
Henry Fayol and Process of administrative management (1841-1925)
Henri Fayol, a French mining engineer, developed 14 principles of management based on his
management experiences. These principles provide modern‐day managers with general guidelines
on how a supervisor should organize her department and manage her staff. Although later
research has created controversy over many of the following principles, they are still widely used
in management theories. They areDivision of work, Authority and responsibility, Discipline, Unity
of command, Unity of direction, Subordination of individual interest to general interest,
Remuneration of personnel, Centralization, Scalar chain, Order, Equity, Stability of tenure of
personnel, Initiative, Esprit de corps.
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B. The neo-classical theory of management:
Neo classical theory deals with the human factor. Elton Mayo pioneered the human relations
to improve levels of productivity and satisfaction. Elton Mayo and Mary Parker Follett are the
main contributors of human relations approach. Neo-classical approach also causes ‘Behavioural
Science Management’ which is a further refinement of human relations approach.
a. Elton Mayo (1880-1949):
He joined the staff of Harvard university. Later on he became professor of Industrial Research
at the Harvard Graduate School of Business studies. Elton Mayo and his associates greatly contributed to
the human relations approach and Mayo is rightly called as father of “Human Relations Movement”.
Mayo was of the view that cause of increase in productivity of the workers is not a single factor changing
hours of work and working conditions but a combination of several other factors such as
1. Less restrictive methods of supervision
2. Giving autonomy to workers
3. Allowing the formation of small cohesive sub groups of the workers
4. Creating conditions which encourage and support the growth of these groups and 5. Co-operation
between management and workers
b.

Mary Parker Follett (1868-1933):
Another thinker associated with human relations movement in Follett. She studied political
science and economics at Harvard and Cambridge. She found that managers were also facing some
problems as faced by public administrators. She favoured participation of the workers in the decision
making process by establishment clear cut channels of communication. She argued that authority and
order in an organization should be de-personalised. She favoured professionalization of management.
She advocated that integrated not domination should be followed for removing conflicts among
policies. She used the tool of psychology to answer various questions. Even though her approach was
different them those of other thinkers on human relations but she has a reputation as a pioneer of
human relations approach.

c.

Chester I. Bernard (1886-1961):
He was the president of New Jerray Bell Telephone Company. In his writings include The
functions of Executive (1938), Organisation and Management (1948). His writings had important
impact on human organization. In his organization theory he adopted a sociological approach and in
dealing with the functions of executives, he emphasised the importance of leadership and
communication. He divided the functions of executives into three categories: i.
Providing a
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system of communication ii.
Securing effects and iii.
purpose C. The modern management theories:

Formulating and defining

Under modern management thought, streams of thinking have been noticed since 1960. The
modern organizational theory is regarded as recent development in managementtheory. They
represent integrative approach to management. There is no one best wayof doing things under
all conditions. Methods and techniques which are highlyeffective in one situation may not work
in other situations. Situation plays animportant role in application of management function.
Functions are universal buttheir application is situational. Management takes a situational
approach.
a. Quantitative approach:
Mathematics has made in roads into all disciplines. It has been universally recognised as
an important tool of analysis and a language for precise expression of concept and
relationship. Among the mathematical theorists, operations researchers call themselves
“management scientists”. They thought that planning, organising or managing or decision
making is a logical process. It is exhibiting/ expressing in mathematical symbols and
relationships. With the help of models, “problems can be expressed in terms of basic
relationships, and where a given goal is sought, the model can often be expressed in terms
of suggesting a decision as to how the best thing can be done”. This school they are
addicting the scientific management which was implemented by F.W. Taylor and the people
are contributed to this is Gilbreth, Grannt, Joel Dean, Newmann and Hicks Features:
The approach has following features:
1.
2.

Management is concerned with problem solving and must use mathematical tools to solve
them.
Mathematical models can be developed by quantifying various variables of the problems.

3.

Mathematical symbols can be used to describe managerial problems.

4.

Mathematical tools, operations research, simulation and model building are used to findout
solutions to managerial problem.

b. System approach:
The systems approach looks upon the management as a system as an ‘organised whole’
made up of sub-systems integrated into a unit or orderly totality. The attention must be
given to the overall effectiveness of the system rather than the effectiveness of any one
subsystem in isolation. According to traditional approach every function of management
was viewed separately but in systems approach the whole organization is viewed as a
system.
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Features:
1.

An organization consists of many sib-systems

2.

All the sub-systems are mutually related to each other

3.

The sub-parts should be studied in their inter-relationship rather than in isolation from each
other.

4.

The organization maintaining the boundaries internally and externally.

5.

The organization is responsive to environmental.

c. Contingent approach:
This approach was developed by J.W. Lorsch and P.R. Lawrence in 1970 who were critical
of other approaches pre supporting ‘one best way to manage’. Management problems are
different under different situations and need to be tackled as per the demand of the
situation. This approach emphasizes the fact that what managers do in practice depends
upon a give set of circumstances (a contingency and situation). This approach not only takes
into account only given situation but also the influence of given solution on behaviour
pattern of an enterprise changes in organization have to be made to face the contingencies
that crop up from time to time.
Features:
1.

Management is entirely situational

2.

Management policies and procedures should respond to environmental conditions.

3.

Manager should understand that there is no one best way of managing. They should not treat
management principles and techniques as universal.

Principles of Management:
Henry fayol has been rightly called the father of ‘ Administrative Management’ for his practical
approach to management theory. He has identified fourteen fundamental principles of management.
These fourteen principles are:
1. Division of labour and specialisation / work:
This principle of Fayol tells us that as far as possible the whole work should be divided into different
parts and each individual should be assigned only one part of the work according to his ability and
taste rather than giving the whole work to one person.When a particular individual performs the
same job repeatedly, he will become an expert in doing that particular part of the whole job.
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Consequently, the benefits of specialisation will become available.The principle of division of
labour applies not only to the workers but also equally to the managers.
2. Authority and responsibility:
According to this principle, authority and responsibility should go hand in hand. It means that
when a particular individual is given a particular work and he is made responsible for the results,
this can be possible only when he is given sufficient authority to discharge his responsibility. It is
not proper to make a person responsible for any work in the absence of authority.
3. Discipline:
Discipline is essential for any successful work performance. Fayol considers discipline to mean
obedience, respect for authority, and observance of established rules.Discipline can be
established by providing good supervision at all levels, clearly explaining the rules, and
implementing a system of reward and punishment. A manager can present a good example to
his subordinates by disciplining himself.
4. Unity of command:
According to the principle of unity of command, an individual employee should receive orders
from only one superior at a time and that employee should be answerable only to that superior.
If there are many superiors giving orders to the same employee, he will not be able to decide as
to which order is to be given priority. He thus finds himself in a confused situation.
5. Unity of direction:
Unity of direction means that there should be one head for one plan for a group of activities having
the same objective. In other words, there should be one plan of action for a group of activities
having the same objective and there should be one manager to control them.
6. Subordination of individual interest to general interest:
This principle can be named ‘Priority to General Interest over Individual Interest.’ According to
this principle, the general interest or the interest of the organisation is above everything. If one
is asked to place individual interest and the general interest in order of priority, definitely the
general interest will be placed at the first place.
7. Remuneration:
Fayol is of the opinion that the employees should get a fair remuneration so that the employees
and the owners find equal amount of satisfaction. It is the duty of the manager to ensure that
employees are being paid remuneration according to their work. If, however, they are not paid
properly for their work, they will not do their work with perfect dedication, honesty and
capacity.
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8. Centralisation and decentralisation:
According to this principle, the superiors should adopt effective centralisation instead of
complete centralisation and complete decentralisation. By effective centralisation, Fayol does
not mean that authority should be completely centralised.He feels that the superiors should
keep the authority of taking important decisions in their own hands, while the authority to take
daily decisions and decisions of less importance should be delegated to the subordinates.
9. Scalar chain:
Scalar chain refers to the line of authority from the highest to the lowest executive in the
organisation for the purpose of communication. However in the routine course of business,
employees at the same level can communicate with each other following the principle of ‘Gang
Plank’. 10. Order:
According to the principle of order, a right person should be placed at the right job and a right
thing should be placed at the right place. According to Fayol, every enterprise should have two
different orders-Material Order for Physical Resources and Social Order for Human
Resources.Maintaining these two orders properly will ensure that everybody knows his
workplace, what he is to do and from where he would get his required material. Consequently,
all the available resources in the organisation will be utilised properly.
11. Equity:
This principle tells that the managers should treat their subordinates in a just and kind manner so
that they develop a feeling of dedication and attachment for their work. All the employees
should be treated equally and impartially.
12. Stability of tenure:
From the point of view of management it is absolutely harmful to change the employees
frequently as it is a reflection of inefficient management. Therefore, according to this principle
there should be stability of tenure of the employees so that the work continues efficiently.Fayol
thinks that instability in the tenure of employees is a cause of poor management and results.
High rate of labour turnover will result in increased expenses because of selecting them time
and again, and giving them training afresh.
13. Initiative:
Initiative means the capacity to work while expressing one’s thoughts. According to Fayol, it is the
duty of the manager to encourage the feeling of initiative among his employees for doing some
work or taking some decision but within the limits of authority and discipline.It will be possible
only when the manager will welcome the thoughts of his/her subordinates. By doing so the
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subordinates will present new and useful ideas time and again and gradually they will become an
integral part of the organisation.
14. Espirit-de-corps:
As per this principle, a manager should continuously make efforts to develop a team spirit among
the subordinates. To do this, he/she should use the word ‘We’ instead of” during the
conversation with subordinates.
Functions of management:
Fayol regarded the element of management as its functions. In the words of Henry Fayol, “To
manage is to forecast and plan, to organise, to command, to co-ordinate, and to control.”
Thus, Fayol classified the elements or functions of management as follows:
1. Planning
It is the basic function of management. It deals with chalking out a future course of action &
deciding in advance the most appropriate course of actions for achievement of pre-determined
goals. A plan is a future course of actions. It is an exercise in problem solving & decision making.
Planning is determination of courses of action to achieve desired goals. Thus, planning is a
systematic thinking about ways & means for accomplishment of pre-determined goals. Planning
is necessary to ensure proper utilization of human & non-human resources.
2. Organising
It is the process of bringing together physical, financial and human resources and developing
productive relationship amongst them for achievement of organisational goals. According to
Henry Fayol, “To organize a business is to provide it with everything useful or its functioning i.e.
raw material, tools, capital and personnel’s”. To organize a business involves determining &
providing human and non-human resources to the organisational structure. Organizing as a
process involves:
•

Identification of activities.

•

Classification of grouping of activities.

•

Assignment of duties.

•

Delegation of authority and creation of responsibility.
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•

Coordinating authority and responsibility relationships.

3. Staffing
It is the function of manning the organisation structure and keeping it manned. Staffing has
assumed greater importance in the recent years due to advancement of technology, increase in
size of business, complexity of human behavior etc. According to Kootz & O’Donell, “Managerial
function of staffing involves manning the organisation structure through proper and effective
selection, appraisal & development of personnel to fill the roles designed un the structure”.
Staffing involves:
•

Manpower Planning (estimating man power in terms of searching, choose the person and giving
the right place).

•

Recruitment, Selection & Placement.

•
•

Training & Development.
Remuneration.

•

Performance Appraisal.

Promotions & Transfer.

4. Directing
It is that part of managerial function which actuates the organisational methods to work
efficiently for achievement of organisational purposes. It is considered life-spark of the
enterprise which sets it in motion the action of people because planning, organizing and staffing
are the mere preparations for doing the work. Direction is that inert-personnel aspect of
management which deals directly with influencing, guiding, supervising, motivating sub-ordinate
for the achievement of organisational goals. Direction has following elements:
•

Supervision

•
•

Motivation
Leadership
• Communication
5. Controlling
It implies measurement of accomplishment against the standards and correction of deviation if
any to ensure achievement of organisational goals. The purpose of controlling is to ensure that
everything occurs in conformities with the standards. An efficient system of control helps to
predict deviations before they actually occur.. According to Koontz & O’Donell “Controlling is the
PREPARED BY
B.V.S.N. MAHESH
LECTURER IN DEPARTMENT OF COMMERCE AND MGT Page 21

PRINCIPLES OF MANAGEMENT
measurement & correction of performance activities of subordinates in order to make sure that
the enterprise objectives and plans desired to obtain them as being accomplished”. Therefore
controlling has following steps:
a. Establishment of standard performance.
b. Measurement of actual performance.
c. Comparison of actual performance with the standards and finding out deviation if any. d.
Corrective action.
Qualities of a manager:
A manager has to under of functions from planning to controlling. He has to take decisions for every
type of activity. The decisions of the manager influence the working of an organisation.
He should have the following qualities so far performing his work properly:
1. Education:
A manager must have proper educational background. These days managers are supposed
to have management education, besides other educational qualifications. For proper
interpretation of things not only education along with that they want to gain knowledge of
various problems.
2. Intelligence:
A manager has to perform more responsibilities than other persons in the organisation. He
should have higher level of intelligence as compared to others. It will help a manager in
assessing the present and futures possibilities for the business.
3. Leadership:
A manager has to direct and motivate persons working in the organisation. He will provide
leadership to subordinate. If a manager has the leadership qualities then he can motivate
subordinates in improving their performance and working to their full capacity for the benefit of
the organisation.
4. Training:
A manager has to acquire managerial skills. These skills consist of technical skills, human skills
and conceptual skills. These skills have to be acquired through education, guidance, experience
etc. These skills are needed for all levels of managers
5. Technical knowledge:
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A manager should have technical knowledge of production processes and other activities
undertaken in the enterprise. He will be in a better position to inspect and guide if he himself
has a knowledge of those activities.
6. Maturity:
A manager should have mental maturity for dealing with different situations. He should be
patient, good listener and quick to react to situations. He should keep calm when dealing with
subordinates. All these qualities will come with mental maturity.
7. Positive attitude:
Positive attitude is an asset for a manager. A manager has to deal with many people from
inside as well as from outside the organisation. He should try to develop good relations with
various persons dealing with him. He should understand their problems and try to extend a
helping hand.
8. Self-confidence:
A manager should have self-confidence. He has to take many decisions daily, he may
analyse the things systematically before taking decisions. Once he takes decisions then he
should stick to them and try to implement them.
9. Foresight:
A manager has to decide not only for present but for future also. There are rapid changes in
technology, marketing, consumer behaviour, financial set up etc. A manager should visualise
what is going to happen in future and prepare the organisation for facing the situation. The
quality of foresight will help in taking right decisions and face the coming things in right
perspective.

Unit –II
Planning
Planning is the fundamental function of management. It is primarily an intellectual exercise.
Planning is the process through which a manager looks to the future and discovers alternative courses of
action for effective corporate achievements at all levels. It is the base of all managerial activities, i.e.,
controlling, coordinating, managing, staffing etc. In other words speaking generally, planning is deciding
what to do, when to do, how to do, who will do particular task. Planning is providing the necessary
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guidelines for effective decision-making for the entire organisation. Since all future actions in the
organisation will be based on plans, planning must be careful and thoughtful. Planning helps managers
do things in an orderly way. It is necessary “to think” on the basis of available data before taking a
particular decision.
Definitions:
“The determination in advance of a line of action by which certain results are to be achieved.”
-

Hart

“The selection among alternatives for future courses of action for the enterprise as a whole and each
department with it.”
-

Koontz and O’ Donnell

“Management planning involves the development of forecasts, objectives, policies, programmes,
procedures, schedules and budgets.”
-

Louis A. Allen

Characteristics:
1. Planning is an intellectual process:
Planning is intellectual in nature. It is mental work. The facts relevant to the situation are
related to the manager’s experience and knowledge. A planner must visualise the situations
likely to develop in nature. One should be capable of monitoring in a systematic manner. It is so
because planning demands intellectual skills such as vision, foresight, imagination and analytical
skills to take rational decisions.
2. Primacy of planning:
Planning is the first function of a planner. Other functions like organising, staffing, directing,
controlling, etc. are followed by planning. Without planning no other function can be
performed. How can a manager set up an organisation without having a plan in mind? It can be
said that planning is the function that needs to be done first of all. There may be also be need
for re-planning or adjustment of planning. Controlling is one which goes side by side with
planning one is incomplete without the other.
3. All managers plan:
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Every manager in an organisation has a planning function to perform. It may also be said that
planning is a fundamental managerial function. This may be true to certain extent that people at
top level devote most of their time to planning than the managers at middle and lower levels of
management but every manager at his level of activity has to plan his activities. A planner will be
able to execute his plans in a better way. This will help in coordination between planning and
execution. A manager should plan as well as execute the things as he perceives them.
4. Planning a rational approach:
Planning process is a rational approach to the achieving of organisational goals. An action is
rational if it is objectively and intelligently decided. Planning suggests a number of alternatives
for reaching the goals. Future is always uncertain but planning process provides a rational
approach for suggesting alternative approaches to various situations. It is a problem to select an
alternative which will help in achieving desired results. The balancing of ends and means is also
in the preview of planning. Planning helps in taking rational decisions for achieving the goals of
the enterprise.
5. Focus on objectives:
An organisation employs a number of persons. Each one of them has different personality and
attitude. Planning focuses attention on setting up organisational objectives and suggests ways to
achieve them. The objectives influence the future course of every business. The main purpose of
planning is to focus attention on setting up of appropriate objectives.
6. Leads to efficiency and economy:
Planning involves the efficient utilization of various resources like capital, labour, machines,
materials etc. Every factor of production is put to efficient and economical use so that the
output, i.e., results, is more than the efforts employed. Planning helps in controlling duplication
of efforts which also ensures economy.
7. Limiting factors:
A planner should consider limiting factors like money, manpower, materials, market etc.
before taking up planning. If a planner ignores limiting factors then planning is bound to fail. The
planning of other things like production, labour, marketing etc. should be consistent with that of
raw materials.
8. Co-ordination:
Co-ordination is essential for harmonious working of the organisation. Planning co-ordinates
that what, who, how, why and where of planning. In the absence of planning different segments
of the organisation may pursue divergent objectives.
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9. Flexibility:
Planning process should be adaptable to the changing business environment. If planning is
made rigid then it will not be able to achieve business goals. Planning is a dynamic process and
it adjusts with the needs and requirements of the situations.
10. Realistic:
Planning is based on future forecasts. Though the future is always uncertain but the
predictions should be realistic as possible. The objectives should be realised with normal efforts.
If planning is based on wishful thinking then it will not be possible to achieve the goals. Planning
is always based on hard realities.
11. Planning is a continuous:
Planning is a never-ending activity of a manager. Planning is always tentative and subject to
revision and amendment as new facts become known. Generally, managers follow the practice
of re-examining plans, regularly and modify them, if necessary, in view of the new situations. In
this way, it will be possible to heed to new situations and overcome problems. All types of
situations require continuous planning.
Need and importance:
1. Planning is complementary to all management functions:
All management functions viz., organising, directing, leading, coordinating, controlling,
staffing and motivating are directly related to planning. In fact, planning is the starting point of
all managerial activities.
2. It helps management to face the future with confidence:
The most certain thing about future is that it is uncertain. Planning cannot change the
future, but it certainly equips managers with clear visions and great determination to face the
future with greater strength and confidence.
3. It focuses its attention on objectives:
Plans are objective-oriented, i.e., they are related to organisation and social objectives.
Hence, they help in synchronizing the efforts of everyone towards the fulfillment of predetermined
organisational objectives. This helps in minimising deviations and thereby reduces wastages.
4. It leads to optimum utilisation of resources:
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Planning recognises the alternative courses of action and chooses the best alternative in
terms of cost and resources. It also exercises a control over the acquisition and employment of
resources and thereby ensures their optimum use.
5. It increases overall efficiency:
It is said that more sweat on the parade ground lesser blood on the battlefield. Planning
prepares the organisation to meet unforeseen future contingencies and thus, reduces human
and non-human wastages and increases overall organisational efficiency.

6. It provides premises for effective control:
Planning lays down the track on which the work should proceed within the given unit of
time, labour and cost. Thus, it provides bases for comparing the actual performance with the
targeted ones and locates deviations and takes corrective action.
7. It guides decision-making:
Though planning in itself, amounts to decision-making, yet it acts as a guide to further
decision-making for the lower level managers. Organisational or strategic plans set the
boundaries within which decisions can be taken by middle level and lower level managers.
8. It facilitates coordination:
A
well-defined plan clearly lays down the objectives and defines the role of each individual
and department in the organisation. Hence, it co-ordinates their activities and converts them
into a homogenous activity.
9. It helps in performance evaluation:
Planning defines the total volume of work, lays down courses of action and identifies
constraints. It is a time-bound exercise and hence, provides a yardstick for evaluation of the
performance of managers and employees.
10. It makes provisions for contingencies:
A
plan anticipates the possible unforeseen contingencies in advance. Moreover, it makes
provision for such contingencies in the form of reserves. Hence, a plan provides cushion for
absorbing future shocks.
Process of planning:
Planning involves a number of steps ranging from determining the problem to follow-up action.
Following steps are involved in planning process:
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1. Recognising need for action:
The first step in planning process is the awareness of business opportunity and the need
for taking action. Present and future opportunities must be found so that planning may be
undertaken for them. The trend of economic situation should also be visualised. Before
venturing into new areas the pros and cons of such projects should be evaluated. A beginning
should be made only after going through a detailed analysis of the new opportunity.
2. Gathering necessary information:
Before actual planning is initiated relevant facts and figures are collected. All information relating
relating to operations of the business should be collected in detail. The facts and figures collected will
help in framing realistic plans.
3. Laying down objectives:
Objectives are the goals which the management tries to achieve. The objectives are the end
products and all energies are diverted to achieve these goals. Goals are thread which bind the
whole company. Planning starts with the determination of objectives. Objectives are the guides of
employees. It is essential that objectives should be properly formulated and communicated to all
members of the organisation.
4. Determining planning premises:
Planning is always for uncertain future. Though nothing may be certain in the coming period but
still certain assumptions will have to be made for formulating plans. Forecasts are essential for
planning even if all may not prove correct. The behaviour of certain variables is forecasted for
constituting planning premises. The success or failure of planning will depend upon the
forecasts for various. The effect of various factors should be carefully weighed.
5. Examining alternative course of action:
The next step in planning will be choosing the best course of action. There are number of
ways of doing a thing. The planner should study all the alternatives and then a final selection
should be made. Best results will be achieved only when best way of doing a work is selected.
6. Evaluation of action patterns:
After choosing a course of action, the next step will be to make an evaluation of those
courses of actions. Evaluation will involve the study of performance of various actions. Various
factors will be weighed against each other. A course of action may be suitable but it may involve
huge investments and the other may involve less amount but it may not be very profitable.
7. Determining secondary plans:
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Once a main plan is formulated then a number of supportive plans are required. In fact
secondary plans are meant for the implementation of principal plan. All secondary plans will be
part of the main plan.
8. Implementation of plans:
The last step in planning process is the implementation part. The planning should be put into
action so that business objectives may be achieved. The implementation will require
establishment of policies, procedures, standards and budgets. These tools will enable a better
implementation of plans.
Advantages:
Planning is one of the crucial function of management. It is basic to all other functions of
management. There will not be proper organisation and direction without proper planning. It states the
goals and means of achieving them. Above all other things, planning is important for the following
reasons:
1. Attention on objectives:
Planning helps in clearly laying down objectives of the organisation. The whole attention of
management is given towards the achievement of those objectives. There can be priorities in objectives,
important objectives to be taken up first and others to be followed after them.
2. Minimising uncertainities:
Planning is always done for the future. Nobody can predict accurately what is going to happen.
Business environments are always changing. Planning is an effort to foresee the future and plan the
things in a best possible way. Planning certainly minimises future uncertainities by basing its
decisions on past experiences ad present situations
3. Better utilisation of resources:
Another advantage of planning is the better utilisation of resources of the business. All the
resources are first identified and then operations are planned. All resources are put to best
possible uses.
4. Economy in operation:
The objectives are determined first and then best possible course of action is selected for
achieving these objectives. The operations selected being better among possible alternatives,
there is an economy in operations. The economy is possible in all departments whether
production, sales, purchases, finances, etc.
5. Better co-ordination:
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The objectives of the organisation being common, all efforts are made to achieve these
objectives by a concerted effort of all. The duplication in efforts is avoided. Planning will lead to
better co-ordination in the organisation which will ultimately lead to better results.
6. Encourages innovation and creativity:
A better planning system should encourage managers to devise new ways of doing the
things. It helps innovative and creative thinking among managers because they will think of
many new things while planning. It is a process which will provide awareness for individual
participation and will encourage an atmosphere of frankness which will help in achieving better
results.
7. Management by exception possible:
Management by exceptions means that management should not be involved in each and
every activity. Management should interfere only when things are not going well. By the
introduction of management by exception, managers are given more time for planning the
activities rather than wasting their time in directing day-to-day work.
8. Facilities control:
Planning and control are inseparable. Planning helps in setting objectives and laying down
performance standards. This will enable the management to check performance of
subordinates. The deviations in performance can be rectified at the earliest by taking remedial
measures.
9. Facilities delegation:
Under planning process, delegation of powers is facilitated. The goals of different persons
are fixed. They will be requiring requisite authority for getting the things done. Delegation of
authority is facilitated through planning process.
Limitations:
Despite of many advantages of planning, there may be some obstacles and limitations in this
process. Planning will only help in minimising uncertainties to a certain extent. The following are some
of the limitations of planning:
1. Lack of reliable data:
Planning is based on various facts and figures supplied to the planners. If the data on which
decisions are based are not reliable then decisions based on such information will also be
unreliable. Planning will lose its value if reliable facts and figures are not supplied.
2. Time consuming process:
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Practical utility of planning is sometimes reduced by the time factor. Planning is
timeconsuming process and actions on various operations may be delayed because proper
planning has not yet been done. The delay may result in loss of opportunities. Under certain
circumstances an urgent action is needed then one cannot wait for the planning process to
complete.
3. Expensive:
The planning process is very expensive. The gathering of information and testing of various
courses of action involve greater amounts of money. The long-term planning is a luxury for most
of the concerns because of heavy expenses. The utility derived from planning in no case should
be less than expenditure incurred on it.
4. External factors may reduce utility:
Besides internal factors there are external factors too which adversely affect planning.
These factors may be economic, social, political, technological or legal. The general national and
international climate also acts as limitation on the planning process.
5. Sudden emergencies:
In case certain emergencies arise then the need of the hour is quick action and not
advance planning. These situations may not be anticipated. In case emergencies are anticipated
or they have regularity in occurrence then advance planning should be undertaken for
emergencies too.
6. Resistance to change:
Most of the persons, generally do not like any change. Their passive outlook to new ideas
becomes a limitation to planning. The notion that things planned for future are unlikely to
happen is not based on logical thinking. McFarland writes,” The principal psychological barrier is
that executives, like most people have more regard for the present than for the future. The
present is not only more certain than the future, it is also more desirable. Planning often implies
changes which the executive would like to ignore, hoping they would not materialise.”
Making planning effective:
Planning will be useful only when it is effectively implemented. The following factors will be essential
for effectively implementing the plans:
1. Consciousness for planning:
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Planning will be effective only when there is a proper climate for it. The superiors should try
to set objectives, review various goals and redraft them as is required for their effective
implementation. Everybody should extend willing co-operation for making the plans successful.
2. Initiative at top level:
The initiative and support of top level management is essential for making the plans
effective. The allocation of resources for achieving various targets is also done by the top
management. The involvement of lower level management is also essential because execution
will be more at these levels. The formulation of plans at top level will ensure co-ordination
among plans of different departments. Planning will be effective only if it involves top
management.
3. Proper communication:
Communication among different levels in the organization is very essential. The policies,
procedures, programmes suggested for achieving business goals should be known at the
operational level. Communication should not only be from top to bottom and it should be
upward also. Without proper communication system planning is bound to fail.
4. Participation in planning:
Planning process should involve persons from different levels and fields. A functional
manager will be able to plan properly for his department. Management should try to elicit views
of different persons while planning is undertaken. The method and extent of participation will
depend upon the type of organization. Participation of persons at different level may help in
proper implementation of plans.
5. Emphasis on long term and short term:
Both the plans should be integrated for their proper implementation. Generally tendency is
to concentrate on short-term plans. In fact, short-term plans only fulfil a part of long-term plans.
For effective implementation of planning both long-term and short-term plans should be given
an equal weightage.
Types of plans:
A plan is a commitment to a particular course of action for achieving specific results. Managers,
normally, commit the mistake of taking major programmes only as plans. But a number of future
courses of actions are also plans. The plans may be classified according to origin, use, purpose, kind etc.
Some of the plans are in the form of standing plans while others are single use plans.
Standing plans:
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Standing plans are made to be used time and again. These plans are formulated to guide
managerial decisions and actions on problems which are recurring in nature. Standing plans are also
called ‘repeated use’ plans because these provide guidelines for actions to be taken in future. These
plans not only help in co-ordination but in effective management also. Standing plans include objectives,
policies, procedures, methods, rules and strategies.

Single use plans:
These plans are made for handling non-recurring problems. Single use plans are also referred to as
‘specific plans’ since these are meant to solve a particular problem. These plans are formulated to
handle non-repetitive and unique problem. These plans cannot be used again and again, these become
obsolete after achieving their purpose. Ex: projects, budgets, programmes.
Six P’s of planning:
The following are the 6 P’s
1. Purpose:
The first need of planning is the purpose. An effective planning requires a clear understanding
of the purpose of planning. The purpose of an organization may be to increase profits or increase
market share or introduce more products etc. The purpose should be clear and elaborate.
2. Philosophy:
It states the beliefs as to how the organisation’s purpose is to be achieved. The philosophy of
an organization may be based on profitability through quality or increasing turnover through
consumer satisfaction etc.
3. Promise:
It is assessment of the strengths and weaknesses of the organisation based on the knowledge
and assumptions of the environment. With the help of business forecasting and other methods
some conclusions are made for the future environment trends.
4. Policies:
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Policies are the general statements for the guidance of the personnel. They are the guidelines
and constraints which aid in management thinking and action. An organization may have
production policies, financial policies, marketing policies etc. These policies form a basis for
managerial actions.
5. Plans:
These are the objectives and action statements. Objectives are the goals of an organization
and action statements are the means of achieving them. Plans guide us for reaching the goals
and helping to knowing the progress at different stages.
6. Priorities:
An organization must fix goal priorities. The resources of finance, materials, personnel etc.
are limited and these are to be allocated as per the priorities set. The priority goal will have
preference for allocation of resources.

Planning premises:
The following are the planning premises:
1. Internal and external premises:
Internal premises are those factors which exist within the firm or which belong to the
firm’s own climate. These premises are commitments for resources. All these factors are known
and fully controllable. External planning premises pertain to the outside environment of the
firm. These relate to general business environment, conditions which influence the demand for
business products and resources available to the organization.
2. Controllable and uncontrollable:
There are some factors which are within the control of management. These factors include
managerial policies, programmes and rules etc. There are certain factors over which
management has no control. Such factors include strikes, wars, natural calamities, etc. All these
factors have a bearing on the planning of an organization.
3. Tangible and intangible:
Tangible premises are those which can be expressed in quantity or are quantifiable. Intangible
premises are just assumed and cannot be expressed in quantities.
Principles of planning:
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A number of fundamental principles have been devised over the years for guiding managers undertaking
planning.
1. Principle of contribution to objectives:
All types of plans are prepared to achieve the objectives of the organization. Both major and
derivative plans are prepared to contribute to the objectives of the enterprise. Planning is used
as a means to reach the goals.
2. Principles of primacy of planning:
This principle states that planning is the first or primary function of every manager. He has
to plan first and then proceed to carry out other functions. Other managerial functions are
organized to reach the objectives set in planning.
3. Principle of planning premises:
In order to make planning effective, some premises or presumptions have to be made on
the basis of which planning has to be undertaken. This principle lays emphasis on properly
analyzing the situation which is going to occur in future.
4. Principle of alternatives:
Planning process involves developing of many alternatives and then selecting one which
will help in achieving desired business goals. In the absence of various alternatives proper
planning will be difficult.
5. Principle of timing:
Plans can contribute effectively to the attainment of business goals if they are properly
timed. Planning premises and policies are useless without proper timing.
6. Principle of flexibility:
This principle suggests flexibility in plans if some contingencies arise. The plans should be
adjusted to incorporate new situations. The changes may upset the earlier commitments. So the
cost of changes should be compared to the benefits of flexibility.
7. Principle of commitment:
There should be a time frame for meeting the commitments made. This will ensure the
achieving of targets in time.
8. Principle of competitive strategies:
While formulating own plans a manager should keep in mind the plans of competitors. The
plans should be framed by thinking of what the competitors will do in similar situations.
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Characteristics of a good plan:
Plans are prepared to achieve organisational goals. A good plan will be that which helps in achieving
objectives of an enterprise. A good plan should have the following characteristics:
1. Clear objectives:
A good plan should be based on clearly defined objectives. Planning is a tool to reach
organizational goals. If the goals are not clear there will be a confusion and chaos. The
statement on objectives should be clear, concise, definite and accurate.
2. Proper understanding:
The implementation of a plan will depend upon its proper understanding by those who are
to execute it. It will be appropriate to convey the plan properly and then give clarification, if
required. A good plan is that which is well understood by those who are to execute them.
3. Comprehensive:
The plan should cover each and every aspect of the business for proper fulfilment of
objectives. Various parts of the plan must fit together and their purpose and timing should be so
arranged that necessary co-ordination results.
4. Flexible:
A plan should be flexible to accommodate future uncertainties. A flexible plan will be one
which will smoothly adjust requirements of changing conditions. The manager should never take
a plan as rigid. He should be ready to meet needs as required by the changing situation.
5. Economical:
The cost evolved in preparing and executing a plan should be considered. A plan should be
as economical as possible, depending upon the resources available with the enterprise.

MBO (Management By Objectives)
In the changing economic environment old techniques of management do not give better results.
The expansion of business in size and changes in technology have necessitated a new thinking in
managerial approach. A number of new techniques of management have been developed in the recent
past and management by objectives (MBO) is one of them. Though MBO is now practiced around the
world yet there is no unanimity about its meaning. Some think of it as an appraisal tool, others see it as
a motivational technique, still others consider it as a control device. It is one of the technique by which
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executives can improve organisational performance and effectiveness. Peter Drucker, known as father
of MBO technique, coined this term in 1954.
Definitions:
“The system, of management by objectives can be described as a process whereby the superior and
subordinate managers of an organization jointly identify its common goals, define each
individual’smajor areas of responsibility in terms of results expected of him, and use these measures as
guides for operating the unit and assessing the contribution of each its members.”
-

George S. Ordiorue

“Management by objectives is a comprehensive managerial system that integrates many key
managerial activities in a systematic manner and that is consciously directed toward the effective
and efficient achievement of organisational and individual objectives.”
-

Koontz and Weihrich

“The establishment of effectiveness areas and effectiveness standards for managerial positions and the
periodic conversion of all these into measurable time bou8nd objectives linked vertically and
horizontally with future planning.”
-

Prof. Reddin

Features of MBO:
A discussion of various definitions of MBO brings out of the following features:
1. MBO is not merely a technique but a philosophy to management. A technique is applicable only in
specified areas but a philosophy or approach guides and influences every aspect of management.
2. In this approach various objectives of the organization and of individuals are collectively decided
by superiors and subordinates. These objectives become the targets which are to be achieved by
various persons in the organization.
3. The corporate, departmental and individual objectives are used as a yardstick to measure
performance. A comparison of targets and actual results will enable managers to judge the
performance of subordinates and top level will similarly assess the performance of managers.
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4. MBO provides for a regular review of performance. This review is normally held once in a year.
The review is future oriented and provides a basis for planning and corrective actions.
5. The objectives in MBO provide guidelines for appropriate system and procedures. These
objectives also become a basis of reward and punishment in the organization.
Steps in MBO process:
The following steps are necessary in management by objectives:
1. Formulating organizational objectives:
The first step in MBO programme is to determine main objectives of the business. The major
objectives of the business are survival and expansion. Different departments set different
objectives. The objectives from top level to individual level are aimed at achieving the main
business objectives.
2. Setting up subordinate goals:
The subordinate goals are set at department level, section level, unit or individual level, etc.
The subordinate objective will assign specific responsibilities to persons at various levels.
Everybody in the organization should know what is expected of him? The subordinate goals, in
no way should be inconsistent with the overall objectives of the business.
3. Periodic meetings:
The ultimate aim of various objectives, may be at any levels, should be to achieve overall
business objectives. There should be periodic meetings to know the views of subordinate staff. If
circumstances have changed and objectives need any modification, it should also be done to
make the objectives realistic.
4. Performance appraisal:
Evaluation of performance at the end of a period is essential to assess the work. The
superior should evaluate the work of the subordinates and find out deviations, if any. The
process of appraisal will enable the management to take collective measures if there are
deviations in performance.
Benefits of MBO:
MBO helps in implementing goal oriented management. It can be applied in various areas of
organization such as performance appraisal, organizational development, long range planning,
integration of individual and organizational objectives and so on.
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1. Better managing:
MBO results in improved and better managing. Better managing requires setting goals for each
and every activity and individual and ensuring that these are achieved. MBO not only helps in
setting objectives but also ensures balancing of objectives and resources. Managers will devise
ways and means for achieving objectives. The objectives also act as controls and performance
standards. So MBO is helpful in improving management.
2. Clarifying organization:
MBO helps in clarifying organizational roles and structures. Responsibility and authority are
assigned as per the requirements of the tasks assigned. There is no use of fixing objectives without
delegating requisite authority. The positions should be built around the key results expected of
people occupying them. 3. Encouraging personal commitment:
The main benefit of MBO is that it encourages personnel to commit themselves for the
achievement of specified objectives. They follow the instructions given by the superiors and
undertake their work as a routine matter. In MBO the purpose of every person is clearly defined
with his or her own consent. He will feel committed to reach the goals decided with his consent.
A feeling of commitment brings enthusiasm and helps in reaching the goals.
4. Developing controls:
MBO mechanism helps in devising effective controls. The need for setting controls is the
setting of standards and then finding or deviations if any. In MBO, verifiable goals are set and
the actual performance will help in finding out the deficiencies in results. Every person is clear
about what is expected from him and these standards act as clear cut controls. So controls can
easily be devised when MBO is followed.
Weakness of MBO:
Despite of its acceptability in recent times, MBO technique has not yet acquired a final shape. This
system suffers from a number of weaknesses which are discussed as under:
1. Failure to teach MBO philosophy:
The success of MBO will depend upon its proper understanding by managers. When managers
are clear about this concept only then they can explain to subordinates how it works, why it is
being done, what will be the expected results, how it will benefit participants etc. This philosophy
is based on self direction and self control and aims to make managers professionals.
2. Failure to give guidelines to goal setters:
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If the goal setters are not given proper guidelines for deciding their objectives then MBO
will not be a success. The managers who will guide in goal setting should themselves understand
the major policies of the company and the role to be played by their activity.
3. Difficulty in setting goals:
The main emphasis in MBO technique is on setting objectives. The setting of objectives is
not a simple thing. It requires lot of information for arriving at the conclusions. Some objectives
may not be verifiable, precaution should be taken in defining such objectives. The objectives
should not set casually otherwise MBO may prove liability for the business.
4. Emphasis on short term objectives:
In most of the MBO programs there is a tendency to set short-term objectives. Managers are
inclined to set goals for a year or less and their thrust is to give undue importance to short term
goals at the cost of long term goals. There may be a possibility that short term and long term
objectives may be incompatible because of specific problems.
5. Danger on inflexibility:
There is a tendency to strict to the objectives even if there is need for modification.
Normally objectives will cease to be meaningful if they are oftenly changed, it will also be foolish
to strive for goals which have become obsolete due to revised corporate objectives or modified
policies.
Difficulties in setting objectives:
Though objectives act as guidelines for devising various plans and policies but setting objectives is a different
exercise. Following difficulties are oftenly faced for setting objectives:
1. Difficult to define:
Objectives are to be set up for every area of the business. It is easy to setup quantifiable
objectives like sales target to be achieved, goods to be produced in a particular period, amount
of raw materials to be produced etc. The objectives like consumer satisfaction, industrial
relations, employee morale, etc. are difficult to be defined.
2. Difficult to devise means:
Another problem in objectives is to devise suitable means for achieving them. Generally,
ambitious objectives are set. They are not related to the availability of resources. Instead of
improving efficiency they may become a source of frustration.
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3. Difficult to reconcile objectives:
The objectives of different fields are sometimes contradictory. It becomes a problem to
reconcile various objectives. The object of increasing productivity may be achieved by improving
efficiency of workers. The workers, on the other hand, may not like the disciplinary sanctions
imposed on them for not improving their work.
Making MBO effective:
1. Support from all:
In order that MBO succeeds, it should get support and co-operation from the management.
MBO must be tailored to the executive’s style of managing. The subordinates should also clearly
understand that MBO is the policy of the organization and they have to offer cooperation to
make it successful.
2. Acceptance of MBO programme by managers:
In order to make MBO programme successful, it is fundamentally important that the
managers themselves must mentally accept it as a good or promising programme. If manages are
forced to accept NIBO programme, their involvement will remain superfluous at every stage.
They would mostly accept the lines of action initiated by the managers.
3. Training of managers:
Before the introduction of MBO programme, the managers should be given adequate
training in MBO philosophy. It is important to arrange practice sessions where performance
objectives are evaluated and deviation are checked. The managers and subordinates are taught
to set realistic goals, because they are going to be held responsible for the results.
4. Organizational commitment:
MBO should not be used as a decorative piece. It should be based on active support,
involvement and commitment of managers. MBO presents a challenging task to managers. They
must shift their capabilities from planning for work to planning for accomplishment of specific
goals.
5. Allocation of adequate time and resources:
A well-conceived MBO programme requires three to five years of operation before it
provides fruitful results. Managers and subordinates should be so oriented that they do not look
forward to MBO for instant solutions. Proper time and resources should be allocated and
persons are properly trained in the philosophy of MBO.
6. Provision of uninterrupted information feedback:
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Superiors and subordinates should have regular information available to them as to how well
subordinate’s goal performance if progressing. Superiors who compliment and encourage
subordinates with pay rise and promotions provide enough motivation for peak performance.

Decision making
Decision-making can be regarded as the cognitive process resulting in the selection of a
belief or a course of action among several alternative possibilities. Every decision-making process
produces a final choice that may or may not prompt action. Decision-making is the study of
identifying and choosing alternatives based on the values and preferences of the decision maker.
Decision-making is one of the central activities of management and is a huge part of any process
of implementation. Decision-making can also be regarded as a problem-solving activity
terminated by a solution deemed to be satisfactory. Rational choice theory encompasses the notion
that people try to maximize benefits while minimizing costs. Decision making is a process of
selecting the best among the different alternatives. It is the act of making a choice. There are so
many alternatives found in the organization and departments. Decision making is defined as the
selection of choice of one best alternative. Before making decisions all alternatives should be
evaluated from which advantages and disadvantages are known. It helps to make the best
decisions. It is also one of the important functions of management. Without other management
functions such as planning, Organizing, directing, controlling, staffing can’t be conducted because
in this managerial function decision is very important.

Definitions:
“Decision-making is the selection based on some criteria from two or more possible alternatives.”
-

George Terry

“A decision is an act of choice wherein an executive forms a conclusions about what must be done
in a given situation. A decision represents a course of behaviour chosen from a number of possible
alternatives.”
-

Mac Farland

Decision making process
Decision making is the process of making choices by setting goals, gathering information, and assessing
alternative occupations.
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As you can see, there are seven steps in effective decision making.
Step 1: Identify the decision to be made.
You realize that a decision must be made. You then go through an internal process of trying to define
clearly the nature of the decision you must make. This first step is a very important one.

Step 2: Gather relevant information.
Most decisions require collecting pertinent information. The real trick in this step is to know what
information is needed, the best sources of this information, and how to go about getting it. Some
information must be sought from within yourself through a process of self-assessment; other
information must be sought from outside yourself-from books, people, and a variety of other sources.
This step, therefore, involves both internal and external “work”.
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Step 3: Identify alternatives.
Through the process of collecting information you will probably identify several possible paths of action,
or alternatives. You may also use your imagination and information to construct new alternatives. In this
step of the decision-making process, you will list all possible and desirable alternatives.
Step 4: Weigh evidence.
In this step, you draw on your information and emotions to imagine what it would be like if you carried
out each of the alternatives to the end. You must evaluate whether the need identified in Step 1 would
be helped or solved through the use of each alternative. In going through this difficult internal process,
you begin to favor certain alternatives which appear to have higher potential for reaching your goal.
Eventually you are able to place the alternatives in priority order, based upon your own value system.
Step 5: Choose among alternatives.
Once you have weighed all the evidence, you are ready to select the alternative which seems to be best
suited to you. You may even choose a combination of alternatives.
Step 6: Take action.
You now take some positive action which begins to implement the alternative you chose in Step 5.
Step 7: Review decision and consequences.
In the last step you experience the results of your decision and evaluate whether or not it has “solved”
the need you identified in Step 1. If it has, you may stay with this decision for some period of time. If the
decision has not resolved the identified need, you may repeat certain steps of the process in order to
make a new decision. You may, for example, gather more detailed or somewhat different information or
discover additional alternatives on which to base your decision.

Or
1. Identification of a problem:
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The first step in decision-making is to visualise the problem clearly. It is said that a welldefined
problem is half solved. The problem may be financial, technical or related to marketing.
These problems generally arise due to shortage, depression, government regulations, competition,
changing patterns of consumption, etc.
2. Diagnosing the problem:
Once the problem is defined, the next step is to diagnose the problem. Several managerial
problems are entangled with one another. Therefore, it is necessary to isolate the specific
problem in relation to which the decision has to be made. This will certainly give a better
understanding of the problem to a decision-maker.
3. Analysis of a problem:
Analysis of the problem is an important as its diagnosis. The problem should be well analysed with
reference to:
•

The nature of decision-whether strategic or routine.

•

Impact of decision on the functioning of the organisation.
the decision.

The periodicity and futurity of

4. Collecting information:
Thereafter, necessary data should be collected from all possible sources, i.e., both internally and
externally. The data so collected should be accurate, up-to-date, adequate and unbiased.
These data should be processed statistically in order to draw inferences and make conclusions.
5. Identifying the alternate courses of action:
Means have alternative uses, similarly one end can be achieved by different means. This
diversity on both the sides leads to number of permutations and combinations for deriving a
variety of solutions to the problem under consideration by changing the ratio of time, cost and
labour.
6. Evaluation of alternatives:
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Peter Drucker has recommended the following criteria for evaluation of the possible
alternatives.
•

Degree of risk associated with each alternative.

•

Cost, time and efforts involved in each alternative.

•

Urgency of decision.

•

Limitations of physical, financial and human resources.

7. Choice of the best alternatives:
Now, the decision-maker can select the best alternative which can yield maximum results with
minimum efforts. Alternative, which is economical, less time-consuming and causes no
inconvenience to anyone in the organisation, should be chosen. At the same time, it should be
consistent with the objectives of the organisation.
8. Conversion of decision into action:
Decision-making process completes the theoretical aspect of decision-making while
implementation is the practical aspect of it. For an effective implementation, decision has to be
communicated to each concerned in the organisation and necessary training has to be imparted
for its successful implementation.
9. Progressive review:
Feedback is necessary due to changes in the internal and external environment. Revisions,
modifications, adjustments etc., are necessary in changing business environment. At the same
time, review helps in locating deviations and taking timely corrective action.
Importance of decision making
1. Implementation of managerial function:
Without decision making different managerial function such as planning, organizing, directing,
controlling, staffing can’t be conducted. In other words, when an employee does, s/he does the work
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through decision making function. Therefore, we can say that decision is important element to
implement the managerial function.
2. Pervasiveness of decision making:
The decision is made in all managerial activities and in all functions of the organization. It must be
taken by all staff. Without decision making any kinds of function is not possible. So it is pervasive.
3. Evaluation of managerial performance:
Decisions can evaluate managerial performance. When decision is correct it is understood that the
manager is qualified, able and efficient. When the decision is wrong, it is understood that the manager is
disqualified. So decision making evaluate the managerial performance.
4. Helpful in planning and policies:
Any policy or plan is established through decision making. Without decision making, no plans and policies
are performed. In the process of making plans, appropriate decisions must be made from so many
alternatives. Therefore decision making is an important process which is helpful in planning.
5. Selecting the best alternatives:
Decision making is the process of selecting the best alternatives. It is necessary in every organization
because there are many alternatives. So decision makers evaluate various advantages and
disadvantages of every alternative and select the best alternative.
6. Successful; operation of business:
Every individual, departments and organization make the decisions. In this competitive world; organization
can exist when the correct and appropriate decisions are made. Therefore correct decisions help in
successful operation of business.
Types of decision making
1. Programmed and non programmed decisions:
Programmed decisions are those which are normally repetitive in nature and are taken as a routine job
and responsibilities. These types of decisions are made by middle level management in accordance with
some policies, rules and procedures. They have short term impact. For example: – granting a leave to an
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employee, purchasing office materials etc. non programmed decisions are non repetitively taken by top
executives. They need to collect data and analyze then and forecast the strategic plans
2. Major and minor decisions:
Among different decisions some decisions are considerably more important than others and are
prioritized. They are called major decisions. For example, replacement of man by machine,
diversification of product etc. contrary to that, some of the remaining decisions are considerably less
important than others and are not so prioritized. They are minor decisions. For example, store of raw
materials etc.
3. Routine and strategic decisions:
Routine decisions are those decisions which are considered as tactical decisions. They are taken
frequently to achieve high degree of efficiency in the organizational activities. For example, parking
facilities, lighting and canteen etc. strategic decisions are those which are related to lowering the prices
of products, changing the product etc. they take more fund and degree of partials.
4. Organizational and personal decision:
Organizational decision is taken by top executives. For official purpose. They affect the organizational
activities directly. Authority is also delegated. Personal decisions are concerned to an employee. The
executives whenever takes the decisions personally that is known as personal decisions.

5. Individual and group decisions:
When a single employee is involved in decision making it is called individual decision. They are taken by
Sole proprietor when the problem is of routine nature. On the other hand when the decision is of group
taken in a large organization where important and strategic decisions are taken the it is a group
decision.
6. Policy and operating decisions:
Policy decisions are taken by top level management to change the rules, procedures, organizational
structure etc and they have a long tern effect. Operational decisions are taken by low level management
which have short term effect and which affect the day to day operation of the organization.
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7. Long-term and short-term decisions:
Long-term decisions are taken for a very long period of time. Such decisions involve huge
amount of investment and risk. While short-term decisions are off routine nature and involve a limited
risk. Long-term decisions are generally taken by the higher authority while short-term decisions are
taken by the lower level managers

Unit –III Organising
Introduction:
An entrepreneur organises various factors of production like land, labour, capital, machinery etc.
for channelizing them into productive activities. Business activities are divided into various functions, these
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functions are assigned to different individuals. Organisation is the structural framework of duties and
responsibilities required of personnel in performing various functions with a view to achieve business goals
through organisation. Management tries to combine various business activities to accomplish
predetermined goals. Present business system is very complex. The unit must be run efficiently to stay in
the competitive world of business. The authority and responsibility is fixed at various levels. All efforts
should be made to co-ordinate different activities for running the units efficiently so that cost of
production may be reduced and profitability of the unit may be increased.

Definitions:
The following are the authors can explain about the organising in their different ways.
“Organisation is the process of identifying and grouping work to be performed, defining and
delegating responsibility and authority and establishing relationships for the purpose of enabling people
to work must effectively together in a accomplishing objectives.”
-

Louis A. Allen

“The establishment of authority relationships with provision for co-ordination between them, both vertically
and horizontally in the enterprise structure..”
-

Koontz and O’ Donnell

“Organising is the establishing of effective authority relationships among selected work, persons,
and work places in order for the group to work together efficiently.”
-

George Terry

“Organisation is a harmonious adjustment of specialised parts for accomplishment of some
common purpose or purposes.”
-

Concepts of organisation:
There are two types of concepts of organisation:
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1. Static concept:
Under static concept the term ‘organisation’ is used as a structure, an entity or a network of
specified relationship. In this sense, organisation is a group of people bound together in a formal
relationship to achieve common objectives.
2. Dynamic concept:
Under dynamic concept, the term ‘organisation’ is used as a process of an ongoing activity.
In this sense, organization is a process of organizing work, people and the systems. It considers
organization as an open adoptive system and nit a closed system. Dynamic concept lays emphasis
on individuals and considers organization as a continuous process.
Nature and characteristics of organisation:
The main features of an organisation are:
1. Organising is the basic function of management:
Like planning, organizing is the basic function of management. Organizing is done in relation
to all the managerial functions namely planning, staffing, directing and controlling and all the
areas of business, namely, purchasing, production, marketing, personnel, etc.
2. Organisation is always related to objectives:
Whether it is organizing of an entire enterprise or a part of it, it is influenced by the broad
objectives of the organization. The operations are divided in separate groups and authority and
responsibility relationships are determined in order to achieve the broad objectives of an
enterprise.
3. Organization as an entity:
Organization as an entity refers to an enterprise as a whole, like company, corporation,
partnership firm or any other form of group activity. In this form, organization is defined as a
collectivity of people that have been established for the pursuit of relatively specific objectives,
more or less on a continuous basis.
4. Organization as a group of people:
An organization consists of formal and informal groups in its set-up. Formal groups are
set up by the top level authority having specific authority-responsibility relationships, while
informal groups develop within the formal groups in order to satisfy personal and social needs of
the people.
5. Organization as a process:
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Organizing is not one step function. Managers are continuously engaged in organizing
and reorganizing. Organization as a process means dividing and sub-dividing the entire functions
of the enterprise into different units and assigning every function to the right and the most suited
person.
6. Organization as a structure:
Some writers on management have explained about organization is merely a structure of
relationships between various positions in the organization. This is a classical or a static concept
of an organisiation.
Importance of organisation:
1. Organization promotes specialisation and division of labour:
Right man at the right job is the fundamental principle of every organization. A good
organization brings harmony in the efforts of employees and working conditions. Division of work
and specialisation add to the total productivity of the enterprise.
2. It avoids omissions, overlapping and duplication of efforts:
The process of organization clearly identifies total volume of work in the organization, which
is then grouped into related activities under separate department. As a result, no important work
losses sight and at the same time it avoids overlapping and duplication of work.
3. It clarifies authority-responsibility relationships:
The process of organizing clarifies authority-responsibility relationships among managers and
subordinates, both horizontally and vertically. This not only helps in the smooth functioning of an
organization but also promotes good and healthy human relations within the organization.
4. It facilitates staffing:
A well structured organization set-up also facilitates efficient staffing. It clearly defines
various organizational positions, managerial as well as operational, in the organization. This helps in
determining not only the number of positions to be filled in but also the skills and abilities required
for each position.
5. It facilitates coordination:
A well-designed and clearly defined organizational structure welds together the functions
and activities of various individuals and departments in order to accomplish the predetermined
enterprise goals. Different departments perform their respective functions in a closely related
manner and not as rivals.
6. It establishes communication links:
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Communication, among the personnel and managers, is not only the basis of the
operational life of an enterprise but it is also instrumental in fostering good human relations. An
organization structure helps to establish various channels of communication through scalar chain and
other links.
7. It increases efficiency of management:
A well structured organization facilitates the maximum utilization of workers abilities and
productive capacities of material resources of the organization. It also avoids confusions, delays and
supplication of work and thereby increases efficiency and motivates employees to put in their best.

8. It facilitates management by exception:
Management by exception is a philosophy that enables the top management to concentrate
only on exceptional and crucial matters, leaving routine tasks to subordinates. A sound organization
structure can gradually initiate management by exception, whereby the top level managers devote
more time to planning activities.
Process:
`
organisation as a process means dividing and sub-dividing the functions of an enterprise into
different units and assigning each function to the right and the most suited person. The process of
organizing involves the following steps:
1. Determination of objectives:
The first step in the process of organizing is to determine the objectives for which the
organizational framework has been set up. When the objectives are set and communicated, the
people who are assigned a particular work come to know the purpose for which the organization
has been created.
2. Identification of work:
The second step in the process of organizing is to identify the total work to be performed in
order to attain organizational and individual objectives. It is important to identify total work in order
to locate the authority and responsibility relationship and to avoid duplication, overlapping and
wastage of efforts.
3. Grouping of activities:
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Once the total activities are determined, it is necessary to put together related activities in a
group. This is known as departmentation. A very popular method of departmentation is to group
activities on the basis fo functions like purchase, production, finance, personnel, marketing, research,
etc.
4. Creation of managership:
Once the process of departmentation is over, the next step is to entrust responsibility for the
functioning of each department to a distinct manager, who is specialized in his respective field. Each
manager is responsible for directing, guiding, motivating and coordinating the efforts of individuals
working under him.

5. Division of work within the departmental set-up:
In order to achieve organizational goals, jobs are first assigned to various management or
departmental heads, who in turn distribute them among their subordinates. Each job is entrusted to a
person who is best suited for its execution. This process refers to as human organization.
6. Arrangement of physical facilities:
Each department and individual in the department need certain basic physical facilities such as
raw materials, machines, equipments, tools, technology and other inputs, for the proper execution of
the assigned task. This process of arranging and providing physical facilities to various departments
refers to as material organization.
7. Developing relations:
In order to enable departments and personnel therein to perform their assigned task efficiently,
it is necessary to define and establish clear authority-responsibility relationships in the organization,
both horizontally and vertically. This avoids duplication and leads to unity of command and direction.
8. Provision of a channel of communication:
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While performing their functions, it becomes necessary for managers to communicate with one
another and with their superiors and subordinates. Therefore, it is necessary to devise a free and
efficient system of communication, both upward and downward, within the organizational framework.
9. Co-ordination of various activities:
Co-ordination is the essence of management. Various activities of the organization must be
linked together, i.e., co-ordinated properly. Co-ordination is essential for the higher level of
performance. All activities in the organization should be directed towards the accomplishment of
organizational objectives.
10. Control and corrective action:
Organization system should be devised in such a manner that it should provide for an in-built
control and reporting system. Such an effective control system helps in timely location of deviations
and taking corrective actions. This is also necessary for identifying new developments and bringing
about changes in the organisational setup.

Principles:
1. Principle of delegation of authority:
Principle of delegation means each managerial position should be provided with adequate
authority so as to enable the holder of the position to cope successfully with the requirements of the
job.
2. Principle of co-ordination:
Coordination, being essence of management, is the essence of organization too. This principle
advocates coordination of various individuals, departments and groups in the organization, towards
the achievement of organizational goals.
3. Principle of continuity:
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Organization is a continuous process of changing and adapting to the changes in business
environment. Various factors surrounding business changes rapidly and business units must bring
about necessary changes in their organizational structure to absorb these changes.
4. Principle of definition:
A sound organization must define the role of each individual and department clearly, in terms
of work contents and their nature and scope, authority, degree of responsibility and accountability
and relationships of job with others. The avoids duplication and overlapping.
5. Principle of explanation:
In an organizational set-up, roles and duties, authorities and responsibilities associated with
such roles must be explained clearly to each individual so that the person accepting the authority will
be aware of degree of liabilities associated with the job.
6. Principle of equilibrium balance:
During the process of growth, some departments get overloaded with work and
responsibilities, giving rise to a number of managerial problems. Hence, a fair balance between the
vertical and horizontal dimensions of organization should be ensured, especially during growth phase.
7. Principle of flexibility:
Social, economic, political, technological, national and international changes affect structure of
the organization. Therefore, there has to be considerable scope for flexibility in the organizational
structure to adjust and adapt to such changes in the business environment.
8. Principle of unity of objectives:
The objectives of different departments and officials in an organization may be different in
nature and character. But they are not conflicting; rather they are supportive and are directed towards
the broad organizational objectives.
9. Principle of responsibility:
A sound organization set-up must define and spell out duties, responsibilities, authority and
organizational relationship, clearly and specifically so that any deviation or failure in the organization
can be located effectively.
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10. Principle of specialisation:
It means efficient break-up of organizational activities into various departments according to
their qualifications and skills. The purpose is to fix the right man on the right job and avoid wastage of
time, material and resources.
11. Principle of span of control:
Span of control means number of workers that an executive can handle effectively. For
effective supervision and control, some management writers have recommended five to eight
subordinates under one superior.
12. Principle of scalar chain:
Scalar chain is sometimes also known as ‘Chain of command’ or ‘Line of Authority’. The line
of authority in an enterprise running right from top to bottom must be clearly defined for establishing
a clear line of command.
13. Principle of simplicity and homogeneity:
Principles of simplicity and homogeneity requires that the management should, as far as
possible, try to design a simple structure. Simplicity enables the managerial staff to maintain quality
and homogeneity.
14. Principle of unity of command:
The principle states that an employee should receive orders and instructions from a single
superior. If two superiors exercise their authority over the same person, it causes uneasiness and
disorder and results in confusion and conflicts.

15. Principle of unity of direction:
For the accomplishment of group of activities having the same objectives, there should be one
head and one plan. Well defined objectives in quantitative terms ensure unity of direction and
facilitate coordination in actions of different individuals and departments.
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16. Principle of uniformity:
This is an internal principle of departmentation. According to this principle, the activities or
functions assigned to any department should be uniform or homogenous in nature. If same
department is performing numerous functions, there would be confusion and conflict.
Organization structure:
It is the established pattern of relationships among components or parts of the organization. It
prescribes the relationships among various positions and activities in business. The organization structure
provides a framework which holds the various functions together in accordance with the pattern
determined by managers. The establishment of systematic relationship among various activities and
persons is the framework of organization structure. The structure should be suitable to the working of the
organization and be helpful in achieving business goals.
Types of organization structure:
An organizational structure is mainly concerned with the allocation of duties and responsibilities and
delegation of authority. It represents hierarchical arrangement of various positions in the organization. It
also specifies who is to direct, whom and who is to report to whom. The adoption of particular form of
organization structure largely depends upon the nature, scale and size of the business. The following are
some of the traditional forms of organizations.
Line organization structure:
Line organization is the basic framework for the whole organization. It represents a direct vertical
relationship through which authority flows. This is the simplest and oldest, known as chain of command
or scalar principle. The authority flows from top to the lower levels. Every person in charge of all the
persons under him and he himself is accountable to his superior only. Authority flows vertically from top
level person to all the persons responsible for the execution of work. Responsibility, on the other hand,
flows upwards. Since authority and responsibility flow in an ‘unbroken straight line’, it is called line
organization.
Def:
“It is characterized by direct lines of authority flowing from the top to the bottom of the organizational
hierarchy and lines of responsibility flowing in an opposite but equally direct manner.”
The line organization
can be divided into two types. They are:
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a. Pure line organization:
In pure line organization all persons at a given level perform the same type of work. The divisions
are solely for the purpose of control and direction. It will be shown in the following diagram:
The departmental divisions are made only for the sake of convenience and control. All workers
perform the same type of work

b.
Departmental line organisation:
The departmental type of line organization divides the enterprise into different departments
which are convenient for control purposes. There is a unity of control and line of authority flows from
top to bottom. The entire organisation is totally controlled by a person named “Chief executive or
General Manager”. Different departments are put under the control of Departmental Managers. There
may be deputy managers, supervisors, workers in every department. Various departmental managers
are equal to each other in status and authority. They do not exchange instructions with each other.
Any communication between them is routed through their immediate boss.
Conditions for success:
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1. There should be a hierarchical arrangement of giving commands. The subordinates should get commands
only through their immediate superiors. The links in the chain of command should not be skipped. This type
of organization helps in co-ordination and control.
2. There should be a single line of command. One person should get orders from one supervisor only.
3. All persons at the same level of authority should be independent of one another.
4. The number of subordinates should be such that they are properly supervised.
Merits:
1. Simplicity:
Line organization is simple to establish and can be easily understood by the employees. There is no
complexity in the organization because every person is accountable to only one boss. Everybody knows
his work and also to whom he is responsible. So it can be operated simply and clearly.
2. Identification of authority and responsibility:
Line organization helps in fixing authority and responsibility of each and every person in the
organization. The authority is given with reference to the assignment of task. The allocation of work will
also help in fixing responsibility of various individuals.
3. Co-ordination:
PREPARED BY
B.V.S.N. MAHESH
LECTURER IN DEPARTMENT OF COMMERCE AND MGT Page 60

PRINCIPLES OF MANAGEMENT
The hierarchy in management helps in achieving effective co-ordination. The general manager is
incharge of all the departments and he can easily co-ordinate the work of various departments. At
departmental level manager is incharge and he can direct the activities of his juniors.
4. Effective communication:
The chain of command goes from top to bottom. There is a direct link between the superior and
his subordinates, both can communicate properly among themselves. The reactions of subordinates also
reach top management in a short span of time.
5. Economical:
Line organization is easy to operate and less expensive. There are no staff personnel to advise
line officers. Line officers take their own decisions without looking to specialized personnel. This greatly
reduces the establishment cost.
6. Quick decisions:
Only one person is incharge of a department or division. He has to take various decisions by
himself. There are no staff personnel for consultation too. This enables a manager to take prompt
decisions. Inline organization only departmental head is required to take decisions and he will not waste
time in deciding things.
7. Unity of command:
Inline organization every person is under the command of one boss only. This type of organization is
in accordance with the principle of scalar chain.
8. Effective control and supervision:
The number of subordinates is limited under line organization. There is a direct link between
superior and subordinates. This also helps in having better control because the subordinates will be under
constant watch.
9. Executive development:
Under this system the departmental head is involved in taking and executing various decisions. His
task is challenging and he is expected to discharge his responsibility in an efficient way. This helps an
executive to learn many things and develop his capabilities.
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10. Flexibility:
Since the manager has to take all important decisions, he can make changes if new situation
warrants. He need not to waste time in getting instructions from above. He can take a decision according
to the requirements of the situation

Demerits:
1. Excess work:
In line organization too much is expected from executives. They are expected to take numerous
decisions and supervise the work of subordinates under them. The work load of executives goes on
increasing with the expansion and diversification of the unit. The line office cannot devote sufficient time
to each and every work and are over loaded with responsibilities.
2. Lack of specialization:
The lack of managerial specialization is the demerit of line organization. The line officers cannot
be experts in every line of business. Since they are to take decisions with regard to every aspect of
business, the quality of decisions may suffer.
3. Lack of co-ordination:
There is a lack of co-ordination among various departments. All departmental heads try to run
the departments in their own way and according to their suitability. There may be a lack of operational
uniformity among various departments. This may become the reason for lack of co-ordination among
different departments.
4. Improper communication:
The ultimate authority for taking all decisions lies with line officers. The line officers may become
autocratic and start deciding things without consulting their subordinates. The subordinates start keeping
distance from the superiors. The subordinates do not convey their reactions or the reactions of workers
to the superiors. The lack of communication creates many problems for the smooth conduct of business.
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5. Lack of initiative:
In line organization final decision making is done by the top management. The lower level officials
do not show initiative in suggesting new things. They feel that their suggestions may not carry weight with
their superiors so they avoid taking any type of initiative.
6. Favouritism:
There is a scope for favouritism in line organization. The officers work according to their whims and
preferences. They judge the performance of persons according to their own yardsticks.
7. Instability:
The business is dependent upon the some key persons and the sudden disappearance of such persons
from the scene may create instability in the business. There is also a lack of grooming the new persons for taking
up important work. The managerial growth also suffers because lower level persons are not involved in decisionmaking process.
Functional or staff organization:
The line organization suffers from a number of drawbacks. The line officer is over burdened with
responsibilities and he is unable to devote required time for each and every activity. The expansion of
business and large-scale production has necessitated the use of experts in different fields. In functional
organization the task of management and direction of subordinates should be divided according to the
type of work involved. All activities are grouped together according to certain functions like production,
marketing, finance, personnel, etc. and are put under the change of different persons. The person incharge
of a function is a specialist in it and brings out the best in himself.

PREPARED BY
B.V.S.N. MAHESH
LECTURER IN DEPARTMENT OF COMMERCE AND MGT Page 63

PRINCIPLES OF MANAGEMENT

Taylor suggested the division of supervisory functions into two groups, viz.,
1. Office specialists:
They are concerned with the design, scheduling, recording and planning of work. The office staff
consists of following persons.

i. Route clerk :
The route clerk is responsible for planning the route from which will pass from machine to
machine. He schedules the work in such a way that finished goods are ready in time. ii. Instruction
clerk:
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This clerk records instructions for doing every piece of work. The exact methods of doing the
work is recorded. iii. Time and cost clerk:
He lays down the standard time for completing a particular work. He supplies every information
required for completing the job. He also records the time taken completing a job. This help him in
working out the cost of various job. iv. Disciplinarian:
He ensures the implementation of various rules and regulations. He tries maintain proper discipline at
work.
2. Shop specialists:
They guide and supervise the work in the factory. Following are the shop specialists: i.
Gang boss:

He should arrange machines and tools at the work. He ensures adequate work for the workers
and sees that necessary tools etc., are available to the workers. He also tries that every work is
completed at the earliest.
ii. Speed boss:
He determines the speed at which work should go on. It is his duty to ensure that work is
completed at standard time. He also guides the workers in keeping proper pace of work. iii. Repair
boss:
The duty of repair boss is to ensure that machines and tools are maintained in proper condition.
He should see that workers clean their machines properly and regularly and maintain them with
standard care. iv. Inspector:
The inspector ensures that the work is done according to the prescribed standards and qualities. The
workers should also maintain proper workmanship of the goods manufactured.
Advantages:
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1. Specialization:
This type of organization has the benefit of having specialists in each area. The work is
performed by those who have the specialist knowledge of that work. The workers have the advantage
of getting instructions from specialists. This makes possible the fullest use of energy in the
organization.
2. Increase in efficiency:
There is a division of labour upto manager level. Planning and execution are also separated. This
helps to increase the overall efficiency in the organization. The workers get guidance from expert
supervisors and this enhances their performance at work.
3. Scope for growth:
The functional organization provides wide scope for growth and mass production. The
employment of specialists at various levels of work enables the organization to grow as per the needs
of the situation.
4. Flexibility:
Functional organization allows changes in organization without distributing the whole work.
The span of supervision can also be adjusted according to the requirements.
5. Relief to top executives:
Top executives are not unnecessarily burdened as happens in line organization. The line officer
is supposed to be a jack of all trades and is burdened with all types of works. On the contrary a specialist
is a master of his line and he has the expertise and capability of taking his own decisions.
6. Economy of operations:
The use of specialists helps in controlling the waste of materials, money and time. The
consolidation of activities leads to optimum use of facilities like office accommodation, plant and
machinery, etc.
7. Better supervision:
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Every superior is an expert in his own area and he will be successful in making proper planning
and execution. The superiors being well acquainted with the work, they will be able to improve the
level of supervision.

8. Democratic control:
This type of organization eliminates one man control. There will be a joint control and
supervision in the organization. This boosts the morale of employees and also enthuses a sense of cooperation among them. The democratic approach motivates workers to go deep into their work and
make suggestions for work improvement.
Disadvantages:
1. Conflict in authority:
The principle of ‘unity of command’ is violated in functional organization. A subordinate is
answerable to many bosses. Every superior considers his work important and wants the workers to
give top priority to his assignment. The workers feel confused and are enable to decide about the
priorities of their work.
2. Lack of co-ordination:
The appointment of several specialists creates problems of co-ordination, especially when the
advice of more than one is needed for taking decisions. Specialists try to give more importance to their
work as compared to other areas. This creates conflicts among specialists and co-ordination becomes
a problem.
3. Difficulty in fixing responsibility:
Since there is no unity of command, it becomes difficult to fix responsibility for sickness in work.
So many persons are involved in completing a work and everybody tries to blame other for low
performance.
4. Delay in taking decisions:
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The involvement of more than one person in decision-making process slows down it. The speed
or action tends to be hampered by the division of authority. Much time is taken in consulting different
specialists prior to decision-making.
5. Poor discipline:
The division of authority creates problem of discipline. The workers have to obey many bosses,
their loyalty becomes divided. Discipline tends to break down not only among workers but also among
lower level superiors.
6. Expensive:
Multiplicity of experts increases overhead expenses of the organization. A number of specialists
are appointed for manning various lines of work. These persons being specialists, they demand much
higher emoluments. Small units cannot afford to have functional organization.
7. Group Rivalaries:
The emerge of many persons of equal status encourages group rivalaries among executives.
Persons connected with different fields try to create their groups and then rivalary starts among these
groups. Every group tries to dominate the other.
Line and staff organization :
Line and staff organization eliminates the drawbacks of both and also has the good points of them.
It is a happy blending of line and staff organization. Both line and staff personnel have important roles to
play. He will like to know the positions of his enemies so that he is able to plan his placings. A line manager
is vested with executive authority. He is responsible for making important decisions and is also accountable
for their implications. Line officers are responsible for the accomplishment of various decisions. Staff
officers are experts in their fields. They are attached to line managers to advise them in the field of their
specialization. Their role is of advisers. The staff organization facilitaties the accomplishment of
organizational objectives by making available valuable advise and expert knowledge. They have no
authority to command the line staff but have control within their own organization.
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Advantages:
1. Specialization:
Line and staff organization introduces specialization in a systematic manner. Persons with
specialised knowledge are appointed to help line officers. The planning part is generally undertaken
by staff personnel and line officers are able to devote much time for execution.
2. Better discipline:
The unity of command is maintained in this type of organization. The staff personnel do not
interfere with the executive work of line officers. The workers get command from line personnel and
are accountable directly to them for their performance. This creates better understanding and
discipline among employees.
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3. Balanced and prompt decisions:
The functional managers have the advantage of expert advice when taking important decisions.. the
staff can also be used to investigate and advice on inter-departmental relationships.
The line officers can take balanced and quick decisions.
4. Growth and expansion:
The line and staff organization is quite suitable for growth and expansion. The burden of line
staff is eased by the appointment of specialists. Line officers will be able to devote much time for future
planning. The present staff will enable the expansion and growth of unit.
5. Development of employees:
This organization provides scope for advancement of career to able and dedicated
employees. There are more openings for those who have capabilities of going up. The separation of
functions of planning and doing also helps in creating more and more job opportunities.
6. Lesser burden on line officers:
With the appointment of staff officers the burden of line officers is greatly reduced. The
specialists help line officers in deciding things regarding their lines of specialization. The line officers
are left with routine administration.
7. Quick actions:
The line officers will have sufficient time to take various decisions. Whenever there is a need
for certain decisions, they will be able to devote time and decide the things. This type of situation helps
in solving many issues which would have created difficulties if timely decisions would not have been
taken.
Disadvantages:
1. Conflict between line and staff personnel:
There is a possibility of conflict between line and staff personnel. The responsibility for operations
lies with line officers while staff officers only advise. The staff officers feel ignored at the hands of line
officers. The line officers, on the other hand, complain of interference by staff persons in the day-to-day
working.
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2. Lack of responsibility:
There is a lack of responsibility for staff officials. They are not accountable for the actual results of
operations. This may tempt them to give rash or theoretical advice. They may also be casual in their
approach because the whole blame for non-performance lies with line.
3. More dependence on staff:
The line officers become habituated for advice on staff. They refer everything to staff for advice.
Over-dependence on staff will make line officers less creative. They will not give much thought to any
activity since advice will be available from staff.
4. Lack of co-ordination:
There will be a lack of co-ordination between line and staff. The staff advice may be confused
with line orders. The staff orders may also be clear about their exact role. They may try to dominate the
implementation part of their advice.
5. Ineffective staff:
The staff officers do not wield any power in the organization. Without power they will not get
prestige in the organisation. They will feel unimportant and the quality of advice will also be adversely
affected.
6. Expensive:
This type of organization is very expensive because a large number of specialists are appointed.
The persons being experts in their fields, they demand higher emoluments. Small and medium
concerns cannot afford line and staff organization because of its expensive nature.
Differences between Line organization and Functional organization:
S.No
1

Line organization
Doing of actual work, both physical and mental

2
3
4

Centralized authority
One supervisor-one subordinate
Responsibility is always fixed

Functional organization
Perform only specialised functions advisory in
nature.
Decentralized authority
Several advisors to one subordinate
No fixed responsibility
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5
6
7
8

Less expensive
Suitable for small business
More flexible
Have authority
of
command downwards

that flows

More expensive
Suitable for big business.
Less flexible
Have authority of ideas and knowledge.

Difference between Line and Staff:
1. Staff thinks, lines do
2. Staff advises, lines perform
3. Staff tells the line what to do, line tell staff where to go
4. Staff has the authority of line, lines have the authority to command.
5. Staff has no fixed responsibility, lines have fixed responsibility
6. Staff has no authority over the line and has only power to recommend. Line is responsible for actual
execution of work.
Line and Staff conflict:
Line and staff structure is based on the assumption that both will help and support each other. There
is a lack of understanding and both try to dominate each other. Some of the reasons of conflict between
the two are as follows:
1. Line managers have the following complaints against staff:
a. Staff officers claim credit for programmes which are successful but do not want to share
responsibility for their failure.
b. Staff officers are more theoretical than practical. They tend to give advice which has not been
tested earlier.
c. Staff officers do not remain contended by giving advice only. They try to persuade the line for
implementing whatever they have suggested.
d. Though staff officers are well qualified and have good knowledge of their field but try to dominate
line officers. This type of tendency creates conflict and friction between line and staff officials.
2. Staff personnel have the following complaints:
a. Line officers do not make proper use of expert knowledge of the staff.
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b. Staff people feel that their advice is not properly implemented by the line personnel. Line officers
do not consult staff while implementing the advice.
c. Line officers are not generally enthusiastic about the new ideas suggested by the staff. They resist
new things and insist on the following traditions.
d. Staff officers do not have authority to implement their ideas.
Committee organization:
A number of persons may come together to take a decision, decide a course of action, advise line
officers on some matters, it is a committee form of organization. It is a method of collective thinking,
corporate judgement and common decision. A committee may be assigned some managerial functions or
some advisory or exploratory service may be expected from it. But it is a method of attaching persons or
groups to line departments for advice and guidance in business planning and execution. Sometimes there
is a need to get opinion of other persons for taking important decisions. Because of collective information
and analysis, committee are more likely to come up with solutions to complex problems.
Advantages:
1. Pooling of opinions:
The members of committees come from different background and areas of expertise and have
different view points and values. When persons with varied abilities sit together and discuss a problem,
various aspects of the case are highlighted and pros and cons are assessed.
2. Better co-ordination:
Committee form of organization brings more co-ordination among different segments of the
organisation when representatives of different departments sit together they understand and
appreciate the difficulties faced by others.
3. Balancing of views:
This type of organization helps in balancing the views expressed. There is a tendency to over
emphasise the aspects of one’s own department by ignoring the inter dependent character of
problems of different departments.
4. Motivation:
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The committees consist of managers as well as subordinates. The views of subordinates are
given recognition and importance. It gives them encouragement and makes them feel as an integral
part of decision making process.
5. Dispersion of power:
The concentration of power in few persons may lead to misuse of authority and wrong decisions. By
spreading powers among committee members this problem can be solved.
6. Better acceptance of decision:
The decisions taken by committees are better accepted by subordinates. The decisions of an
individual may be autocratic whereas committees decide in wider perspective of organization.
7. Better communication:
It is a better form of discussing matters of mutual interest and reaching certain conclusions.
These decisions can be properly communicated to subordinates through committee members.
8. Executive training:
Committees provide forum for training executives. They learn the value of interaction, group
dynamics and human relations. They are exposed to various view points and learn the art of reaching
decisions and solving organizational problems. Disadvantages:
1. Delay:
The main drawback of committee form of organization is delay in taking decisions. A number of
persons express their view points in meetings and a lot of time is taken on reaching a decision.
The fixing of committee meetings is also time consuming.
2. Compromise:
Generally, efforts are made to reach consensus decisions. The view point of the majority is
taken as a unanimous decision of the committee. The thinking of the minority may be valid but it may
not be pursued for being singled out.
3. No accountability:
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No individual accountability can be fixed if these decisions are bad. Every member of the committee
tries to defend himself by saying that he suggested a different solution.
4. Domination by some members:
Some members try to dominate in the committee meetings. They try to thrust their view point
on others. The aggressiveness of some members helps them to take majority with them and minority
view is ignored.
5. Strained relations:
Sometimes relations among committee members or with others become strained. If some
members take divergent stands on certain issues, some may feel offended. In case some issue
concerning other persons is discussed in a committee and members taking stand use liked by those
persons may offend them. The discussions in the meetings are generally leaked to employees.
6. Lack of effectiveness:
The role of committees is not effective in all areas. The commitment may be useful where
grievance redressal or interpersonal departmental matters are concerned. Committees may not be
effective where policies are to be framed and quick decisions are required.

Modern organisational designs:
Majority of the practicing managers, today, are becoming dissatisfied with the traditional ways
designing their organizations. Till recently, most of the managers attempted only slight modifications of
the classical structures and shied away from attempting experimentation and innovation. But, now-adays
with the technological developments, the managers have finally overcome this resistance to making
drastic organizational change. The following are the various designs:
1. The simple structural design:
The simple structure is widely used in small business organizations where the manager and
owner are one and the same. It is a flat organization, which has only two or three vertical levels, a
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small body of employees and one individual in whom the decision making authority is centralized. The
example of this design is a retail store. It will be shown in following figure:

Advantages:
a. This structure is very simple to understand and operate.
b. It is inexpensive to maintain.
c. This structure is very fast and flexible.
Disadvantages:
A. This design is suitable only for small organizations. It becomes inadequate as an organization grows.
B. Low formalization and high centralization tends to create information overload at the top.
C. Decision making is very slow, as a single executive makes all the decisions.
D. This structural design is very risky as everything depends on one person. If that one person is no longer
there, everything collapses.

2. The bureaucratic design:
The basic concept underlying this design is standardization. This design relies on standardized work
processes for coordination and control:
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Features:
a. Highly routine operating tasks achieved through specialization.
b. Very formalized rules and regulations.
c. Grouping of tasks into functional departments.
d. Centralized authority
e. Narrow span of control
f.

Decision making which follows the chain of command.
This design is used in all the bureaucracies e.g. the government offices, the banks etc.

Advantages:
A. In this design specialities are put together in functional departments, which results in economies of
scale, minimum duplication of personnel and equipment and employees who are all like minded.
B. This design is less costly. The middle and lower level managers need not be very talented; thus, the
salaries which are to be paid to them will be comparatively less.
C. Managerial biaseness is avoided as the formalized rules and regulations substitute for managerial
discretion.
D. The decision making is centralized due to standardized operations.
Disadvantages:
a. Extreme specialization can create inter-departmental conflicts. Functional departmental goals
can over ride the overall goals of the organization.
b. The other weakness lies in formalized rules and regulations. The bureaucratic design is efficient
only as long as employees confront problems that they have previously encountered and for
which decision rules have already been established.
3. The matrix design:
A very popular organizational design is the MATRIX DESIGN, this design combines two forms of
departmentalization i.e., functional and product. The most important characteristic of the matrix design
is that it directly violates classical principles, such as unity of command. Employees in the matrix have
two bosses-their functional departmental managers and their product managers.
Therefore, this
design has a dual chain of command.
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Advantages:
a. The matrix design facilitates coordination when the organization has a multiplicity of complex and
independent activities.
b. The direct and frequent contact between different experts in the matrix can provide for better
communication and more flexibility.
c. The matrix reduces the drawbacks of bureaucratic design. The dual lines of authority reduces the
tendency of departmental heads to put their departmental goals first before the organizational
goals.
d. The matrix achieves the economies of scale by providing the organization with both the best the
best resources and an effective way of ensuring their efficient placement.
4. Network design:
Network design is a newly emerging organizational design which totally abandons the classical,
hierarchical, and functional structure of organizations. This design also goes beyond the horizontal
structures. The need for this design arose due to the recent technological developments in the
business environment. MILES and SNOW have identified this design as the “dynamic network”. They
describe the network design as “Delayered, highly flexible and controlled by market mechanisms
rather than administrative procedures, firms with this structure arrayed themselves on an industry
value chain according to their core competencies, obtaining complementary resources through
strategic alliances and outsourcing.”
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Unlike the traditional organizations, which were the old inflexible hierarchical pyramid,
network organization are a flexible, spherical structure that can rotate, competent, self managing
teams and other resources around a common knowledge base. These teams, capable of quick action
on the firm’s behalf both externally and internally, provide a distinct competitive advantage.

5. Virtual organization:
The network organization described above is very close to a new concept known as “the virtual
organization.” The virtual organization is a temporary network of companies that come together
quickly to exploit fast changing opportunities. The virtual organization is different from traditional
mergers and acquisitions. In virtual organization the partners share costs, skills and access to
international markets. Each partners contributes to the virtual organization what it is best at its core
capabilities.
Features:
1. Technology:
The virtual organizations are based on electronic contracts to keep the lawyers away and speed
the linkups. The informational networks will help far away companies and entrepreneurs to link up
and work together from start to finish.
2. Opportunism:
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The partnerships will be less permanent, less formal and more opportunistic. Companies will
band together to meet all specific market opportunities and more often fall apart once the need
evaporates.
3. No borders:
This new model of organizational design redefines the traditional boundaries of the company.
There is a lot of cooperation among competitors, suppliers and customers. It becomes very hard to
determine where one company ends and another begins.
4. Trust:
In this design, the fate of each partner is dependent on the other. These relationships make
companies far more reliant on each other and require far more trust than ever before.
5. Excellence:
This design creates a “best of everything” organization because each partner brings its core
competence to the effort. Every function and process would be world class. Something that no single
company could achieve.
6. Project organization:
The basic idea behind project organization is that since environment changes very rapidly, the
organization must take up various activities on project basis. Project organization is oriented towards
the completion of a big project or a small number of big projects. The project organization is usually
structured to facilitate planning and designing of the product, completion of the assigned task and
phasing out of the project. The specialists are taken from various functional departments and
functional managers decide who in their department will perform the task and how it will be done.
Project organization, if created for one time project, will have temporary set up and will be disbanded
when the project is completed.
Advantages:
1. Project organization can be tailored to meet the requirements of a particular project. It enables the
organization to adopt to environmental demands particularly when environmental factors are fast
changing.
2. Project organization allows maximum use of specialized knowledge available with the
organizations. Specialists get higher satisfaction while working on complex projects.
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3. It provides more flexibility for the utilization of resources in the organization by allocating them to
project where they are most needed.
Disadvantages:
1. Project organization creates a feeling of insecurity and incertainty among people in the organization.
It is adhoc arrangement with limited life.
2. People are not able to identify themselves with any particular department of the organisation because
they do not have permanent tenure with any project.
3. The project manager has to deal with specialists from a number of diverse fields. The specialists often
have different types of orientations and interests.
4. The job of the project manager becomes difficult because of lack of clearly responsibility, lack of clear
communication pattern and lack of standards of performance for various professionals.
5. Decision making is made very difficult because there are unusual pressures from specialists from
diverse fields.
6. Motivation of specialists may pose another problem. Moreover, there may be conflicts among the
specialists quite often because of their different orientations.
7. Project manager also faces numerous problems because he has to carry out responsibility without
authority. Therefore, he has to rely on his personal qualities rather than on his official authority.
Span of management
Every person has a limited capacity to effectively supervise and control other person. No one control
an infinite number of subordinates. The capacity and ability of a person to supervise a large number of
subordinates working under him is limited on account of time at his disposal, knowledge, energy, his
personality, interest and other capabilities. Therefore, the number of subordinates working under him
must be manageable and the management must create departments or distinct activity groups each of
which has a manager in charge. The term ‘span’ literally means the space between two supports of a
structure, e.g., the space between two pillars of a bridge. The space between the two pillars should neither
be too large nor too small. If it is too large, the bridge may collapse; and if it too small, it will enhance its
cost.
When applied management ‘span’ subordinates a manager or supervisor can supervise, manage
or control effectively and efficiently. Span of supervision, therefore, refers to the optimum number of
subordinates that a manager or supervisor can manage or control effectively.
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Def:
“Span of control means the number of people reporting directly to an authority. The principle of span of
control implies that no single executive should have more people looking to him for guidance and
leadership that he can reasonably be expected to serve.”
-

Spriegal

The span of supervision is also known as span of control, span of management, span of responsibility, span
of authority and span of direction
Determining of the proper span:
Very often the question is asked as to how many subordinates a supervisor can manage
effectively. However, this question has been attempted by various management experts and even they are
not unanimous over this point. The idea of limited span developed from experience. Although the concept
of span of control was discussed by Henry Fayol, but Sir Lan Hamilton is usually given credit for developing
this concept.
V.A. Graicunos published a famous paper in 1933. He analysed subordinate-superior relationship in
terms of a mathematical formula. The formula was based on the theory that the complexities of
management increase geometrically as the number of subordinates increases arithmetically. He
identified three types of subordinate-superior relationship:
•

Direct single relationship arising from the direct and individual interaction of the superior with his
subordinates

•

Direct group relationships arising between the superior and the subordinate in all possible
combinations, such as A to B with C, and A to C with B.

•

Cross relationships arising from mutual relationships among subordinates for working under the
same superior.
Graicunos has given the following formula to ascertain the number of subordinate-superior relationships:
Number of relationships = n[2n/2 +n-1]

Where, n stands for number of subordinates
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Hence, if number of subordinates working under a supervisor is 4, the number of relationships he
develops are 44 as calculated below:
No. of relationship = n[2n/2 +n-1] = 4[24/2 +4-1] = 44
Graicunos was of the opinion that a person can manage 222 relationships arising out of 6
subordinates. L. Urwick, a prominent British consultant, however, found that the ideal number of
subordinates for all superior authorities to be 4 and at the lowest level of organization the number may
be 8 to 12. According to Healey, the span at higher level should not be more than 5 subordinates and at
lower levels it can be 7 or 8. J.C. Worthy suggested a span as higher as 20 to 30 subordinates.
Factors determining the span of management:
Capacity of manager: Each manager has different capacity and ability in terms of decision making,
leadership, communication, judgment, guidance and control etc. mangers having more abilities in
respect to these factors may have more number of subordinates.
Capacity of subordinates: capacity of subordinates also affects the span of a manager. Efficient and
trained subordinates may work without much help of their manager. They may just need broad guidelines
and they will perform accordingly. They would require lesser time from their superior due to which
manager can have large number of subordinates under him.
Nature of work: If subordinates are performing similar and repetitive routine work they can do their
work without having much time of the manager. Frequent changes in work would require more detailed
instructions from manager whenever there is change in work. Type of technology used also affects the
span of control.
Degree of Decentralization: degree of centralization or decentralization affects the span by affecting the
involvement in decision making process. If manager clearly delegates his authority and defines it fully
this would require less time to devote to manage his subordinates as subordinates will take most of the
actions by their own. Hence manager can have wider span.
Degree of Planning: If the planning is effectively done particularly if standing plans procedures rules
methods are clear then subordinates can make their decisions on their own. If they have to make their
own plans they would require more guidelines by superiors and manager can handle narrow span in the
case of improper planning.
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Communication System: If communication system is modern i.e. tools like electronic devices will save time
of face to face interaction, which require more time, span of manager can be increased
Level of Management: level of management also affects the span. Higher the level of management
lesser the number of subordinates as higher level management does not have much time to
supervise. They spend their most of time in planning and other functions. Lower level managers can
have wider span than the higher level managers.
Physical location: If all the persons to be supervised are located at same place within the direct
supervision of manager, he can supervise more number of people. If subordinates are at different
locations then manager can supervise less number of spans.
Delegation of Authority
Delegation is an administrative process of getting things done by others by giving them responsibility.
All important decisions are taken at top level by board of directors. The chief executive executed and
assigns the work to departmental managers who is turn delegate the authority to their subordinates.
Every superior delegates the authority to subordinates for a particular work done. The process goes to
the level where actual work is executed. There is a limit upto which a person can supervise the
subordinates. When the number of subordinates increases beyond it them he will have to delegate his
powers to others who performs supervision for him. He assigns duties and authority to his subordinates
and ensures the achievement of desired organizational goals.
Def:
“Delegation is the dynamics of management; it is the process a manager follows in dividing the work
assigned to him so that he perform that part which only he, because of his unique organisational
placement, can perform effectively, and so that he can get others to help him with what remains.”
-

Louis A. Allen

Principles:
1. Principle of functional definition:
As per this principle, each role in the organization must be clearly defined in terms of
workcontent, authority required and responsibility attached. This would help superiors as well as
subordinates to have better understanding of the activity or set activities delegated.
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2. Principle of non-delegation of personalized matters:
According to this principle, there are some matters which must be handled by superior alone
in his personal activity. This is because he happened to be the fittest person for this purpose in view
of his placement in the organization.
3. Principle of delegation by results expected:
As per this principle, subordinates must be made clear about what results they are expected
of. By spelling out duties in terms of results expected, an advance notice is given to them as to the
criterion against which their performance may be judged.
4. Principle of unity of command:
The principle states that an employee should receive orders from a single superior. If two
superiors exercise their authority over the same person, it causes uneasiness and disorder. Similarly,
at a time, one and only one superior should delegate work to a subordinate.
5. Principle of scalar chain:
The delegation of authority should take place via scalar chain. In other words, it is the most
immediate superior who delegates the work to the most immediate subordinate. This is because an
immediate superior is the best judge of the competence of his subordinate.
6. Principle of parity of authority and responsibility:
Authority and responsibility should go hand-in-hand. If subordinates have been assigned duties,
they must be given responsibility authority to carry out the same and that if subordinates are given
authority they must be made accountable for the same.
7. Principle of absolute responsibility:
As per this principle, responsibility is absolute and fixed. The delegator, who delegates
authority, cannot make himself free from his responsibility and accountability. He continues to be
accountable for the actions and activities that he delegates.
8. Authority-level principle:
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As per this principle, a manager must take only such decisions which fall within his preview. In
other words, a subordinate while performing his duties, must refer those matters upward in the
management hierarchy for which authority has not been delegated to him.
9. Principle of strategic control:
According to this principle, the superior delegating authority must exercise control, only of
broad nature, over the subordinate. He must not interfere with free and smooth functioning of the
subordinate. However, he must keep a strict vigilance over his performance.
Process:
a. Determination of results expected:
While planning delegation of authority, first of all, the superior has to determine the results
expected from his subordinate who is to be delegated authority. This step naturally requires an
estimate of the apparent competence of the subordinate. Delegation without due regard to
competence of subordinate, in all good probabilities, will lead to a poor delegation.
b. Assignment of duties to subordinates:
The second step in the process of delegation of authority is assign requires a proper description
of duties to be assigned to subordinates. Duties can be described in two ways:
1. In terms of an activity or a set of activities to be performed.
2. In terms of results expected from the performance of activities.
It is always advisable to express duties in terms of results expected so as to give the subordinate a
better understanding of his role.
c. Authorization for action:
The third step involves granting permission to take actions like making commitments, use of
resources and other actions necessary to get the assigned work done. The basic principle is that the
scope of authority to be allocated to the subordinate is inseparably linked with the activities
delegated to him.
d. Creation of obligations or responsibilities:
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The last aspect of delegation is to create obligation on the part of subordinate for the
satisfactory performance of his assignments. The delegation of authority must be accompanied
delegation of responsibility. For any action taken by subordinate within or outside his authority, he
should be made to feel responsible for the same.
Advantages:
1. Basis of organization:
Delegation of authority is one of the most significant steps in the process of designing organizational
structure. Further, without creating organizational structure, an organization cannot function. Hence,
delegation is the basis of organization.
2. Enables superior to perform creative work:
Delegation of authority improves managerial efficiency and effectiveness by allowing them to
delegate routine tasks to the lower level subordinates. As a result, superiors can concentrate on
more creative and challenging works.
3. Training and development:
Delegation of authority is a step towards training of workers and development of managers
for higher managerial positions. The main advantage of delegation is that it solves the problem of
succession of managers in the organization by training and developing existing organizational staff.
4. Motivation and morale of subordinates:
Delegation of authority enhances the status of the subordinates and provides them motivation
to improve their performance. This improves the morale of subordinate and induces him to put his
best towards the organizational objectives.
5. Specialization through subordinates:
Management can reap advantage of specialization by delegating work to subordinates, who
are specialists in it. Managerial efficiency and organizational success are at their maximum when
management seeks services of specialists.
6. Quick and better decision-making:
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Delegation of authority facilitates quick ad better decision making. Decision-making is quick
because subordinates can make decisions within the limits of authority delegated to them and it is
better because subordinates are much closer to realities.
Measures to make delegation effective:
While most managers are reluctant to delegate duties and authority, and most subordinates are
even more so to accept delegation, the fact remains that only delegation can enable efficient
accomplishment of the organizational objectives. The following are the guidelines to make delegation
effective:
1. Observance of principles of delegation:
There are some fundamental principles which must be observed by superiors for making
delegation effective. Some of these principles are principle of functional definition, unity of
command, scalar chain, absolute responsibility, etc.
2. Establishment of definite goals:
The purpose of delegation is the accomplishment of group objectives. But delegation will be
meaningless if the objectives are not properly defines. Even subordinates may hesitate to accept
delegation if they are not clear about their roles.
3. Defining a definite responsibility:
Authority and responsibility of each subordinate should be specified in clear terms and must
be communicated clearly. This will avoid dup0lication of delegation and the resulting confusion. It
will also promote healthy human relations in the organization.
4. Establishing conductive environment:
Successful delegation requires conductive organizational environment free from fear and
frustration. This will make delegators as well as delegates feel confident that delegation will be
rewarded and appreciated and not penalized.
5. Proper motivation:
To make delegation effective, subordinates should be given positive incentives and rewards
for accepting responsibilities. Incentives may be monetary or non-monetary.
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6. Proper training:
It is necessary to impart proper training to subordinates in handling delegated jobs. Training
does not mean only technical training. Equal importance should also be given to developing their
morale, initiative, self-confidence and qualities of leadership to handle new task.

7. Effective control system:
Even after delegating a work, the manager continues to be ultimately responsible to his
own superior for the achievement of the work. It is, therefore, necessary to establish a suitable
control system to monitor the progress of the delegated work.
Power
Power is the capacity to influence the behaviour or others. Power is not necessarily to corollary
authority. A person may not have an authority but still he can yield power. In fact, authority is the right
to command whereas power is the capacity to command. A rich person may yield power because of
his financial resources. A person having power has the ability to change the attitude of other.
Def:
According to Hicks and Gullet, “Manager’s power in an organization may be seen as the ability to cause
subordinates to do what the manager wishes him to do. A manager’s power may be measured in terms
of ability to – i)give rewards; ii)promise rewards; iii) threaten to withdraw current rewards; iv)withdraw
current towards; v)threaten punishment; and vi) to punish.”
Sources of power:
There are following sources of power:
1. Legitimate power:
This power corresponds authority. When a person is lawfully entitled to exercise power over
the other it is called legitimate power. The influences has the authority to influence the behaviour of
the other person.

PREPARED BY
B.V.S.N. MAHESH
LECTURER IN DEPARTMENT OF COMMERCE AND MGT Page 89

PRINCIPLES OF MANAGEMENT
2. Reward power:
When a person has the power to give rewards to others for behaving or doing what the
influence wants them to do, it is reward power. Since people can benefit by obeying the power of the
person, they will fall in line.
3. Coercive power:
Coercive power implies non-physical punishments. The influences has the power to punish a
subordinate for not carrying out orders or for not meeting requirements.
4. Expert power:
When a person has an expert knowledge of some kind or he is a specialist in a particular case
then one can influence the behaviour of others. A production manager may yield influence on his
subordinates because of his vast experience and expertise in a specific manufacturing field.
Responsibility
Responsibility is the obligation to do something. It is the duty that o9ne has to perform in
organizational tasks, functions or assignments. Authority and responsibility go side by side. When
authority is delegated then some responsibility for getting the assigned task is also field. One can
delegate authority but not responsibility.
Def:
According to Koontz and O’Donnell, “Responsibility may be defined as the obligation of a subordinate
to whom a duty has been assigned to perform the day.” Features of responsibility:
•

Responsibility arises from superior-subordinates relationship

•

It always flows upward from juniors to seniors

•

It arises from the duty assigned

•

It cannot be delegated

•

It is the obligation as per instructions
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Accountability
Accountability is the obligation of an individual to formally report to his superior about the work he
has done to discharge his responsibility. When a subordinate reports about his performance, success
or failure, to his superior he discharges his accountability. So accountability is related to assigned work
and reporting of its performance.
Def:
According to Louis Allen, “as the obligation to carry out responsibility and exercise authority in terms of
performance standards established.”
According to Mc Farland, “Accounting refers to the fact that each performer who is given authority and
responsibility recognize that the executive above him will judge the quality of his performance.”
Nature:
a. Cannot be delegated:
Accountability cannot be delegated to anybody else even though the work may be done by a
subordinate. A person remains accountable to his superior for the work given to him.
b. Always upward:
Authority always goes downwards and accountability goes upwards. A subordinate remains
accountable to the boss above him.
c. Unitary:
Accountability is always unitary. A subordinate should be accountable to only one boss. In case
he is made accountable to more than one boss there will be a confusion and friction. Different bosses
may give their own orders and expect different performances. So it is essential that a subordinate is
accountable to only one boss.
d. Accountability standards:
The responsibility and accountability should be precisely fixed so as to see whether the assigned
task is completed or not. There should be specific standards for judging the accountability.
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Centralization
Centralization of authority refers to the concentration of decision-making authority with the top
management. It means all important executive and operational decisions are made more at the higher
levels of organization. The decisions and actions at lower levels are subject to the prior approval of the
higher authority in a centralized organization. Centralization points out to a higher degree of retention of
authority and responsibility by the top management. This type of organization is ideal for small
organizations where there are few employees or subordinates and the top management can effectively
supervise and control them.
Def:
“Centralization is the systematic and consistent reservation of authority at central points in the
organization.”
-

Louis Allen

“Centralisation is that organization where the role of subordinates is reduced.”
-

Henry Fayol

Centralization of authority implies:
•

Reservation of administrative authority of planning, organizing, coordination and control at the
top level of management

•

Reservation of operating authority at the middle-level of management

•

Operations of the lower level are subject to command, consent and control by higher authority
in the line.
Sometimes, work may be delegated to subordinates, but authority may be retained to the largest
possible extent

•

Advantages:
 It facilitates quick decision-making since all major decisions are made by the top management  It
requires less number of managers or superiors and there is no duplication of work.
 It involves very few managers. This reduce paper work between the management and lower levels

PREPARED BY
B.V.S.N. MAHESH
LECTURER IN DEPARTMENT OF COMMERCE AND MGT Page 92

PRINCIPLES OF MANAGEMENT
 It ensures better coordination of activities since there is unity of command and decisions are
quickly communicated directly to employees.
 It is ideal for small organizations because of its low cost, greater coordination and quick decisionmaking
 It brings uniformity among various departments, divisions and branches. This improves
organizational efficiency productivity.
 Centralization helps to eliminate overlapping and duplications of activities and this results in
considerable cost savings.
Disadvantages:
Centralization restricts the scope of delegation and decentralization which is harmful to large
organizations.
Due to centralisation, decision-making power rests with few top executives which puts a heavy burden
on the top executives.
Centralization does not provide lower level managers a scope for self-development as they have to
act as per the decisions taken at the top-level.
In centralization, decisions are imposed on lower-level as a result there is no motivation on the part
of lower level workers to work hard.
Centralization does not train subordinates for higher position.
Decentralization
Decentralization means dispersal of decision-making power to lower-levels of the organization. It
implies the distribution of managerial authority of planning, directing, coordinating, controlling etc.,
among executives at all levels in the organization. Under decentralization major decisionmaking
authority is given to the departmental heads. Decentralization is not same as delegation. Delegation
means delegating authority and responsibility from one individual to another, while decentralization
is a broader concept, which means scattering of authority throughout the organization.

Def:
“Decentralization refers to systematic effort to delegate to the lowest levels, all authority except
that which can only exercised at the central points.”
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-

Louis A. Allen

“decentralization of authority is a fundamental phase of delegation to the extent that the
authority is not delegated; it is decentralized.”
-

Koontz and O’ Donnell

Advantages:
1. Decentralization reduces burden to top executives:
Decentralisation relieves the top executives from routine and time-consuming operations.
Therefore, they can concentrate on their primary job of policy formulation, long-range planning,
coordination and control and other important matters such as planning for expansion and
diversification.
2. It promotes growth, expansion and diversification:
In case of growth, expansion and diversification, the responsibilities of top management
increase. Decentralization is the means by which they can extend their leadership over a giant
enterprise and yet keep themselves free for major issues.
3. It simplifies the problem of management succession:
Decentralization provides a better means of developing future managers and executives.
Experience and ability to seek responsibility train them. Thus, decentralization ensures supply of
managers from within the organization, when a large number of managers are required at the time
of expansion of the enterprise.
4. It helps in taking prompt and right action:
Decentralization places decision-making authority, responsibility and accountability as near as
possible to places where action takes place. It is possible for those close to workplace to make
reasonably accurate and quick decisions because they are well aware of realities. Thus,
decentralization facilitates prompt and right action.
5. It facilitates diversification of product lines:
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In a multi-product and multi-geographic organization, decentralization helps in creating a
separate division for each product or market. This helps in effective handling of each product and its sales
territory. The managers of different divisions have sufficient authority to act with regard to their
departmental matters.
6. It motivates subordinates for higher goals:
The most important human needs are power, prestige, status and independence.
Decentralization fulfils these human needs. The satisfaction of these needs leads to greater
initiative, willingness to take responsibility and high morale among employees, which in turn helps
the organization to set high targets for them.
7. It leads to effective control:
Decentralization of authority requires centralized control. By making both measurement
and accountability more clear-cut, decentralized promotes effective control. If performance of a
particular department is poor, then corrective action to be taken. At the same time, those who
perform well can be suitably rewarded.
Factors determining degree of decentralization:
Whether to delegate or not depends upon the personal choice of individual managers as well
as the philosophy of higher level management. However, some of the other factors beside the
choice of manager and philosophy of management that affect decentralization are: a. Size of
organization:
Decentralisation depends upon the size of the organization. Larger the size of an organization,
the more urgent is the need of decentralization. The complexities of large organization may require
routine and repetitive decisions to be decentralized at the lower level of management hierarchy. b.
History of organization:
Decentralization also depends upon the way organization has been built-up over the period
of time. Those organizations which grow from within, under the direction of the owner-founder,
tend to be centralized, while organizations that grow through mergers and amalgamations and
widespread expansion tend to be decentralized.
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c. Geographical expanse:
An organisation having branches at dispersed geographical locations has no option than to
decentralize.
d. Management philosophy:
Decentralisation is a kind of management philosophy to regulate organizational processes.
In fact, decentralisation is a way of organizational life. Some progressive managers view it as a tool
of harnessing capabilities of their workforce, while some others may view it as a tool of satisfying
their own ego and dominate their workforce.
e. Availability of managers:
Availability of managers directly affects the degree of decentralization. If competent and
experienced managers readily available in the organization, then there are more chances of
decentralization. Decentralization in such organizations is also necessary to satisfy inner sense of
such managers as they like to lead rather than being led.
f.

Pattern of planning:

Planning is the primary function of management. All other managerial functions are
subsidiary to it. If the organisation follows participative planning. Then naturally authority in the
organization will be more decentralized. However, if planning activities are centralized at the top
level then authority too will be centralized.
g. Control techniques:
Controlling is necessary for ensuring performance as per pre-determined plans. If control
systems in the organization are well developed and effective, more functions can be decentralized
at the lower level. This is because control system puts check on the activities of lower level
managers and deviations, if any, can be located easily.
h. Structure of organization:
In the organizations that practice division of labour and specialization and have a number
of departments and sub-units for major activities, decentralization becomes a natural phenomenon.
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Authority responsibility in such organizations automatically get dispersed to a number of
departmental heads, thus, larger the organization more would be decentralized.
i.

Environmental influences:

Besides the various factors discussed above, most of which are internal to the
organization, there are a number of external factors which either compel an organization to
centralize or decentralize. Some of the factors are government policy, organizational pattern in the
industry, availability of experts and professionals etc.
Departmentation
Organization involves dividing and grouping of activities to be done in an enterprise. Division of work
means the identification of activities which are to be done for the achievement of organizational goals.
Departmentation is the process of grouping various activities into separate units of departments. A
department is a distinct section of the business establishment concerned with a particular group of
business activities of like nature. The actual number of departments in which a business house can be
divided depends upon the size of establishment and its nature. A big business enterprise will usually, have
more departments as compared to a small one.
Def:
“Departmentation is a means of dividing a large and monolithic functional organization into smaller, flexible,
administrative units.”
-

Allen

Need and significance:
It is an established fact that there is a limitation on the number of personnel an enterprise or a
supervisor can directly control. This limitation of control restricts the size of the enterprise unless it
divides and groups its activities into departments. Departments emprise a framework for an
organization and enables it expand indefinitely. The advantages of departmentation can be summed up
as:
 It increases the efficiency of the enterprise since various activities are grouped into workable
units.
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 It renders the task of fixation of accountability for results very easy since activities are well
defined and responsibilities are clearly laid.
 It provides for fixation of standards for performance appraisal and thus ensures effective control.
 It creates opportunities for the departmental heads to take initiative and thus develop managerial
facilities.
Process:
The various steps involved in departmentation are:
 To identify task or duties
 To analyse details of each task
 To describe the functions or to group similar activities
 To entrust the grouped activities to departmental heads and]
 To define the authority and responsibility of departmental heads
Methods or basis of departmentation:
The following are the basis of dividing responsibility within organization structure:
1. Functional departmentation:
It refers to grouping the activities of an enterprise on the basis of functions such as
production, sales, purchase, finance, personnel etc. The actual number of departments in which an
enterprise can be divided depends upon the size of establishment and its nature. With the growth in
the size of the business, more departments and sub-department may be created. A simple
representation of functional departmentation is under:

Advantages:
The important advantages of functional departmentation are:
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 It is a very simple, natural and logical way of grouping activities.
 It promotes specialisation and expertise in various functional areas and experts can be employed.
 It facilitates co-ordination both within the function and at the inter-departmental level.
 It generates a high degree of centralization at the level of chief executive.
Disadvantages:
Functional departmentation suffers from the following drawbacks:
 It may lead to internal frictions among various departmental heads as one department may
ignore the interest of the other
 In functional departmentation, men are experts of their areas of function only. This hinders the
development of all-round managers.
 It leads to excessive centralization and delay in decision making.
 It is unsuitable where emphasis lies on products more than the functions.
2. Product-wise departmentation:
The grouping of activities on the basis of products is very popular with large organization,
having distinct type of products. Under this method, all activities related to one type of product are
put together under one department under the direction of production manager. A simple
representation of product-wise departmenatation is given as follows:

Advantages:
The following are the advantages of product-wise departmentation:
•

It ensures better customer service.
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•

Unprofitable product lines can be easily determined.

•

It solves the co-ordination problem of functional department

•

It makes control effective

•

It assists in the development of all-round managerial talent
division can be easily added.

It is flexible as a new product

Disadvantages:
The following are the disadvantages of product-wise departmentation:
It is expensive because of duplication of service functions in various product divisions
It may not be linked by customers and dealers who have to deal with different salesman of the
same enterprise for different products.
It may cause difficulty in apportioning general expenses incurred by the enterprise as a whole.
3. Territorial or geographical departmentation:
When several activities of an enterprise are geographically dispersed in different locations,
territorial or geographical departmentation may be adopted. All activities relating to a particular
area or zone may be grouped together under one zonal manager or head. There may be further subdivision of activities under one zonal manager as here under:

Advantages:
The territorial departmentation offers the following advantages:
 It enables an enterprise to cater to the needs of local people in a satisfactory manner.
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 It enables a concern to make use of locational advantages
 It facilitates effective control
 It facilitates effective co-ordination of activities within an area  It assists in the development of
all-round managerial talent.
Disadvantages:
The territorial departmentation offers the following disadvantages:
 It is an expensive method of creating departments and over head costs are also
increased
 It leads to duplication of activities which creates confusion and involves costs 
Co-ordination among various territorial divisions may become difficult.
4. Customer-wise departmentation:
A business house may be divided into a number of departments on the basis of customers its
services viz., large and small customers, industrial and ultimate buyers; government and other
customers etc. the peculiar advantage of customer-wise departmentation is that it ensures full
attention to different types of customers and their different needs, tastes and requirements can be
met effectively. But there may be problems of co-ordination with other departments. There may be
enough work, at times, in case of certain types of customers. This may lead to idle capacity.
5. Process or equipment-wise departmentation:
An enterprise where production is carried through different processes may adopt processwise
departmentation to enable continuous flow of production. Similarly, where work is carried on
machines which are common , departments may be created on the basis of equipments, such as milling
department, grinding department, lathe department etc. The main advantage of this method is that it
avoids duplication of equipment in various activities
6. Combined or composite form of departmentation:
In practice, it may not be advisable to create departments on the basis of any one of
the above method mentioned methods. An enterprise may have to combine two or more of the
methods of departmentation to take best use of all them. Such a method is known as combined or
composite method of departmentation.
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Unit – IV
Staffing
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Every organization requires a number of persons for taking up different positions. The positions are
created through the process of organization and their occupants help in achieving the business
objectives. The persons occupying different positions should have the ability to meet their requirements.
Staffing basically involves matching jobs and individuals. It may be defined as filling and keeping filled
positions in the organization structure. This may require functions like manpower planning, recruitment,
selection, training, development, performance appraisal, transfers, promotions etc. It is clear that
staffing must be closely linked to organizing, that is, the setting up of intentional structures of roles and
positions. Staffing involves making people suitable to jobs while organizing involves creation of job.
Staffing is considered to be the management of managers while personnel management involves plans,
policies and procedures for operative positions. It is taken to be a separate function of management.
Staffing involves specialized knowledge and approach and allows more emphasis on human resource
and its proper selection, training and development. Staffing refers to the managerial function of
attracting, acquiring, activating, developing and maintaining human resources for achieving
organizational goals efficiently.
Def:
According to Mc Farland, “Staffing is the function by which managers build an organizational through the
recruitment, selection and development of individuals as capable employees.”
According to Koontz and O’Donnell, “The managerial function of staffing is defined as filling positions in
the organization structure through identifying workforce requirements, inventorying the people
available, recruitment, selection, placement, promotion, appraisal, compensation and training of
needed people.”
Nature :
1. Staffing is a basic function management
2. It is concerned with human resource management in the organization
3. Staffing function is performed continuously.
4. Every manager has to guide and train employees and also evaluate their performance on a
continuous basis.
5. The main purpose of this function is to make optimum utilization of human resources and also to
provide proper satisfaction to employees
6. Staffing is performed by all managers.
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7. In big concerns there is a separate personnel department to deal with this function, but even here
this department advises line managers regarding different aspects of human resources.
8. Since staffing deals with human beings who have their own needs, emotions and aspirations, this
function is different from other managerial function.
Process:
The purpose of staffing is to employ most suitable and competent persons as per the
requirements of the organization. With this aim in view the following staff process is followed:
1. Estimating manpower needs:
The first thing in staffing process is to estimate manpower needs. These needs are influenced
by the type and size of the organization. Total manpower requirements are properly assessed. The
requirements for human beings are compared with that of the persons already available in the
organization.
2. Recruitment and selection of staff:
Recruitment is the process of searching prospective employees and persuading them to
apply in the organization. Selection is the procedure of spotting most suitable candidates out of
those who are interested to get employment in the enterprise. The purpose of recruitment and
selection is to employing right man for the right job.
3. Training and development:
Training is meant to improve the skill and knowledge of employees. It is beneficial to both
employer and employees. A well trained worker improves his efficiency. A formal training will avoid
the risk of trial and error and will also minimize the cost and wastage involved in training.
Development refers to the training of managerial staff. Through development, managerial staff does
not increase its capabilities to perform the present work but also enhances their ability tomeet
challenges in future.
4. Promotion and transfer:
Employees are promoted to higher ranks on the basis of their merit and seniority. Staffing
also involves transfer of persons from one job to another, from one place to another place to
another on the basis of their ability, competence and ability.
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5. Remuneration:
Remuneration is paid for the services of labour. Employee motivation mainly depends upon
the wage and salary structure prevalent in an organization. Employees should be paid fair
remuneration so that they feel encouraged to contribute maximum in their efforts.

6. Performance appraisal:
After selecting and training an employer for a particular job, management would like to see
how he performs high work. Performance appraisal is a systematic evaluation of employees
contribution to the organization in performance of their jobs. Not only qualities but deficiencies are
also evaluated to improve the performance of employees.
Need and importance:
1. Employing suitable persons:
The employment of suitable persons is essential for every enterprise. The procedure of
recruitment, tests for selection and methods of training are decided by the staffing team. A properly
laid down scheme will ensure the employment of right persons.
2. Keep pace with new developments:
New developments are taking place everyday. A business will have to keep pace with new
changes. This will possible only if competent persons are employees who can adjust as per the new
situation.
3. Manpower development:
Manpower planning will have to be done in advance. The future requirements of personnel
will be estimated quite in advance. The new staff will be recruited, people will be prepared for
taking up higher responsibility jobs, all this will be possible only with a well planned staffing
function.
4. Optimum utilization of manpower:
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The cost of recruiting, selecting and training the staff is very high. The remuneration is also
paid at high rates. The manpower should be utilized to the maximum capacity. It will help in
controlling cost also.
5. Ensuring job satisfaction:
The staffing function will ensure job satisfaction to employees. The executives should be
involved in decision-making process. They should also be suitably rewarded for their contribution to
the organization. A good staffing function will devise methods which will ensure job satisfaction to
everyone.

Recruitment
The aim of personnel planning is to determine the needs for persons both in terms of number
and type. For deciding about the number both present and future requirements should be taken into
account. The educational and technical requirements to manage various jobs should be properly
analysed so that right type of persons are employed. Recruitment is sometimes confused with
employment. The two are not one and the same. Recruitment is just one step in the process of
employment. Similarly recruitment and selection are also different in nature. Recruitment is the
process of searching for prospective employees and stimulating them to apply for jobs in the
organization. When more persons apply for jobs then there will be a scope for recruiting better
persons. The job-seekers too, on the other hand, are in search of organizations offering them
employment. Recruitment is a linkage activity bringing together those with jobs and those seeking
jobs.
Def:
According to Yorder, “Recruitment is a process to discover the sources of manpower to meet the
requirements of the staffing schedule and to employ effective measures for attracting that
manpower in adequate numbers to facilitate effective selection of an effective working force.”
Process:
Job analysis
In situations where multiple new jobs are created and recruited for the first time, a job analysis might be
undertaken to document the knowledge, skill, ability, and other personal characteristics required for the
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job. From these the relevant information is captured in such documents as job descriptions and job
specifications. Often a company will already have job descriptions that represent a historical collection of
tasks performed. Where already drawn up, these documents need to be reviewed or updated to reflect
present day requirements. Prior to initiating the recruitment stages a person specification should be
finalized to provide the recruiters commissioned with the requirements and objectives of the project.
Sourcing
Sourcing is the use of one or more strategies to attract or identify candidates to fill job vacancies. It may
involve internal and/or external advertising, using appropriate media, such as local or national
newspapers, specialist recruitment media, professional publications, window advertisements, job
centers, or in a variety of ways via the internet. Alternatively, employers may use recruitment
consultancies or agencies to find otherwise scarce candidates who may be content in their current
positions and are not actively looking to move companies. This initial research for so-called passive
candidates, also called name generation, results in a contact information of potential candidates who
can then be contacted discreetly to be screened and approached.
Screening and selection
Suitability for a job is typically assessed by looking for that are required for a job. These can be
determined via: screening résumés (also known as curriculum vitae or CV); job application; Biographical
Information Blanks which is an assessment that asks for a more extensive background than an application;
or a job interview. Various psychological tests can be used to assess a variety of KSAOs, including literacy.
Assessments are available to measure physical ability. Many recruiters and agencies use applicant tracking
systems to perform the filtering process, along with software tools for psychometric testing and
performance based assessment. In many countries, employers are legally mandated to ensure their
screening and selection processes meet equal opportunity and ethical standards.
In addition to the above selection assessment criteria, employers are likely to recognize the value of
candidates who encompass "soft skills" such as interpersonal or team leadership, and have the ability to
reinforce the company brand through behavior and attitude portrayal to customers and suppliers.
Multinational organizations and those that recruit from a range of nationalities are also concerned
candidates will fit into the prevailing company culture. Though many hold attitudes that are more
enlightened and informed than past years, the word “disability” carries few positive connotations for
most employers. Research has shown that employer biases tend to improve through firsthand
experience and exposure with proper supports for employee and the employer making the hiring
decisions, less influenced by the disabled applicant perceived contribution. As for most companies,
money and job stability are two of the contributing factors to productivity, which in return equates to
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the growth and success of a business. Hiring disabled workers produce more advantages than
disadvantages. Disabled workers are more likely to stay with the company and make their a work a
career than most due to the fact that they appreciate having a job and are more stable because they can
work at high levels. There is no difference in the daily production of a disadvantaged worker. Given their
situation, they are more likely to adapt to their environment surroundings and acquaint themselves with
equipment, enabling them to solve problems and overcome adversity as other employees. Companies
are granted Disable Access Credit. Although there are eligibility requirements for these funds, it could
assist with costs of accommodations and other expenses. Additional management to supervise and
assist those who encounter problems are needed which causes employers to hire more qualified
personnel (in case supervisor unavailable) and equate to higher wages, double shifts and incentives.
Ensuring adequate space and property changes such as ramps, restricting parking spaces, and posting
handicap signs can be fairly inexpensive, transformations still have to be in place and tedious.
Sometimes companies loose skilled workers due to depth of responsibility entailed in overseeing
employees that are less advantaged.
Lateral hiring
"Lateral hiring" refers to the hiring of someone into a position that is at the same organizational level or
salary. It could mean hiring someone from another, similar organization, possibly luring them with a
better salary and the promise of better career opportunities. An example is the recruiting of a partner of a
law firm by another law firm. A lateral hire may also refer to an employee moving from one position to
another within the same organization.
Factors affecting recruitment:
Every organization, big or small, has to engage in recruitment of persons. A number of
factors influence this process. Some factors are as follows:
1. Size of the organization:
The number of persons to be recruited will be depend upon the size of an organization. A big
enterprise needs more persons at regular intervals while a small undertaking employs sometimes
only. A big business house will always be in touch with sources of supply and shall try to attract
more and more persons for making a proper selection.
2. Employment conditions:

PREPARED BY
B.V.S.N. MAHESH
LECTURER IN DEPARTMENT OF COMMERCE AND MGT Page 108

PRINCIPLES OF MANAGEMENT
The employment conditions in a country greatly influence recruitment process. In
underdeveloped countries employment opportunities are limited and there is no dearth of
prospective candidates. At the same time suitable candidates may not be available because of lack
of educational and technical facilities. In India, the availability of persons is limited.
3. Salary structure and working conditions:
The wages offered and working conditions prevailing in an enterprise greatly influence the
supply of personnel. If higher wages are paid as compared to similar concerns, then the organization
will not face any difficulty in making recruitments. The working conditions in an organization will
determine job satisfaction of employees. An enterprise offering good working conditions like proper
sanitation, lighting, ventilation etc. will give more job satisfaction to employees and they may not
like to leave their present jobs.
4. Rate of growth:
The growth rate of an enterprise also influences recruitment process. An expanding concern
will require regular employment of new employees. There will also be promotions of existing
employees to higher jobs necessitating the filling up of those vacancies.
Sources of recruitment:
The finding out where suitable candidates are available and informing them about the
openings in the organization is the most important aspect of recruitment process. The various
resources are:
Internal sources:
Internal source is one of the important sources of recruitment. The employees already working in
the organization may be more suitable for higher jobs than those recruited from outside. The
present employees help in the recruitment of new persons also.
1. Transfers:
Transfer involves shifting of persons from present jobs to other similar places. These do not
involve any change in rank, responsibility and prestige. The number of persons do not increase with
transfers but vacant posts may be attended to.
2. Promotions:
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Promotions refer to shifting of persons to positions carrying better prestige, higher
responsibilities and more salaries. The higher positions falling vacant may be filled up from within
the organization. A promotion does not increase the number of persons in the organizations.
3. Present employees:
The present employees of an enterprise may be informed about likely vacant positions.
The employees recommend their relations or persons intimately known to them. Management is
relieved of botheration for looking out prospective candidates. The existing employees take full
responsibility for those recommended by them and try to ensure their proper behaviour and
performance.
External sources:
Every enterprise has to use external sources for recruitment to higher positions when existing
employees are not suitable. More persons are needed when expansions are undertaken.
1. Advertisement:
Advertisement is the best method of recruiting persons for higher and experienced jobs. The
advertisements are given in local or national press, trade or professional journals. The requirements
of jobs are given in the advertisements. The prospective candidates evaluate themselves against the
requirements of jobs before sending their applications.
2. Employment exchanges:
Employment exchanges run by the government are also a good source of recruitment.
Unemployed persons get themselves registered with these exchanges. The vacancies may be
notified with the exchanges, whenever there is a need. The exchange supplies a list of candidates
fulfilling required qualifications. Private agencies also help in recruiting qualified and experienced
persons.
3. Educational institutions:
The jobs in trade and industry are becoming technical and complex. These jobs require
certain amount of educational and technical qualifications. The employers maintain a close liaison
with universities and technical institutions. The students are spotted during the course of their
studies.
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4. Unsolicited applicants:
Persons in search of employment may contact employers through telephone, by post or in
person. Generally, employers with good reputation get unsolicited applications. If an opening is
there or is likely to be there then these persons are considered for such jobs.
5. Casual callers:
Management may appoint persons who casually call on them for meeting short-term demands.
This will avoid following a regular procedure of selection. These persons are appointed for short periods
only. They need not be paid retrenchment or layoff allowance.
6. Labour contractors:
It is quite common to engage contractors for the supply of labour. When workers are required
for short periods and are hired without going through the full procedure of selection etc., contractors
or jobbers are the best source of getting them.
7. Gate recruitment:
Gate recruitment may be used for employing unskilled and casual workers. Wherever some
workers are on leave then some persons may be employed for some days. Whenever there are
vacancies, these may be written on the notice board at the factory gate. Those who are interested
to get work may approach the concerned persons.
8. Walk-in interviews:
This is the commonly used method of recruitment for all types of jobs. An advertisement is
inserted in newspapers giving the nature of vacancies and the type of persons required. The
candidates are asked to call at a particular place along with their bio-data and certificates. The
interviewers conduct interview whenever some candidate appears for this purpose. this method is
free from the hasles of calling applications and then sending interview letters etc.
9. Competitors:
The competing firms are also taken as a source for recruiting middle or higher level managers.
If some suitable person is available in another concern then he may be approached by offering higher
salary and other perks. This method is called poaching or raiding approach.
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Selection
Selection is a process of choosing duly qualified persons according to the requirement of the job.
In recruitment an effort is to attract more and more applicants while in selection the effort is to
eliminate unsuitable persons. The number of applicants will be much more than the positions
vacant. It becomes important to scruitinise applications properly and call for interview only those
persons who are suitable for jobs. The selection of a right person will improve the quantity and
quality of performance.
Def:
According to Dale Yorder, “Selection is the process in which candidates for employment are divided in
to two classes, those who are to be offered employment and those who are not.”
According to Thomas Stone, “Selection is the process of differentiating between applicants in order
to identify (and hire) those with a greater likelihood of success in a job.”
Selection procedure:
The selection procedure consists of a series of methods or steps or stages by which additional
information is secured about an applicant. At each stage may come to light which may lead to the
rejection of an applicant. Selection procedure may be compared to a series of barriers which an
applicant is required to cross before he is finally selected. The following steps are followed:
1. Receipt and scrutiny of applications:
The receipt and scrutining of applications is the first step in the process of selection. A
receptionist in the personnel department gives information about new opening to the visitors and
receives their applications. The scrutiny of applications is essential to take out those applications
which do not fulfil the requirements of posts. Some people send applications even when they do not
possess the required experience and qualifications.
2. Preliminary interview:
Preliminary interview is the first occasion when applicants come into contact with
company officials. This interview is to see whether applicants are suitable for the company both
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mentally and physically. The candidates are asked questions regarding there educational
qualifications, experience, age, hobbies etc. the applicants selected at preliminary interview are
given blank application forms for supplying detailed information.
3. Blank application:
A blank application form is a widely accepted device for getting information from a prospective
applicant. This is a way of getting written information about candidate’s particulars in his own
handwriting. It enables the personnel department to draw tentative inferences about the applicant’s
suitability for employment.
4. Tests:
The use of tests for making selection is the most controversial step. Some persons are of
the view that tests do not serve any purpose and do not improve selection process. The selection of
tests to be applied is an important factor. The selection of appropriate tests may give good results
and help in appointing suitable persons. The worth of test will be judged from its ability to reject
unsuitable persons and help in selecting appropriate persons.
5. Interviews:
Application blank and tests give enough information about the applicant but it is still not
sufficient to make a final selection. Interview may be taken to know more about the candidate and
give him information about the job may be required to undertake. The purpose of exchange of ideas
is ‘to get information’ and ‘give information’. The candidate also gets a chance to know about the
company and the nature of his job.
6. Checking references:
The references may provide significant information about the candidate if they happened to
be his former employers or with whom he might have been working earlier. The applicants are
normally asked to name two or three persons who know about his experience, skill, ability etc. but
should not be related to him. The prospective employer normally makes an investigation on the
references supplied by the candidate and undertakes search into his past employment, education,
personal reputation etc.. if the referee happens to be a former employer he will, generally, either
praise the candidate or criticize his work and ability.
7. Preliminary and final selection:
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Upto this stage selection is handled by personnel department or staff executives. Since the
persons employed are to work under line officers, the candidates are referred to them. If line officer
is a production manager or foreman he may assess on his job performance of the candidates. If
candidate’s performance is not upto the mark then he may be kept as apprentice for some time.
8. Physical education:
The jobs may require certain physical standards as to height, eyesight, hearing etc. after the
final selection, candidates are required to appear for medical examination. Even for joining a
government job, a medical fitness certificate from the civil surgeon or state medical board is
essential.
9. placement and orientation:
Even after going through the rigorous procedure as explained in various steps, the
selection procedure is not complete. The placement and orientation of the employee is also an
important step in this direction. The selected candidate should be given copies of rules, regulations,
procedures, etc. followed in the company. He should be given a detailed description of the job he is
going to be assigned. Besides job-orientation the selected candidate should be given proper
information about the working of the company also. This work may be assigned to the superior
whom he has been attached. Proper orientation of an employee will help hjim to adjust easily in the
new environment of the organization.
Training and development
Every organization needs the services of trained persons for performing the activities in a
systematic way. The fast changing technological development makes the knowledge of employees
obsolete. They require constant training to cope with the needs of jobs. After selecting the
employees, the next task of management is to give them proper training. Large organizations may
employ a large number of persons every year. It may not be possible to recruit already trained
persons. Every concern has to arrange some kind of training for preparing workers for jobs and also
keeping them acquainted with latest technological advancements. Training is an organised
procedure for increasing the knowledge and skill of people for a specific purpose. The trainees
acquire new skill, technical knowledge, problem solving ability etc. It also gives an awareness of the
rules and procedures to guide their behaviour.
Definitions for training:
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“Training is the act of increasing the knowledge and skill of an employee for doing a particular job.”
-

Edward B. Flippo

“Training is the systematic development of the knowledge , skills and attitudes required by an
individual to perform adequately a given task or job.”
-

Michael Armstrong

“Training is a learning process whereby people acquire skills, concepts, attitudes or knowledge to
aid in the achievement of goals.”
-

Mathis and Jackson

Training: This activity is both focused upon, and evaluated against, the job that an individual
currently holds.

Education: This activity focuses upon the jobs that an individual may potentially hold in the future,
and is evaluated against those jobs.
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-

Development: This activity focuses upon the activities that the organization employing
the individual, or that the individual is part of, may partake in the future, and is almost
impossible to evaluate.

Need and importance of training:
1. Increased productivity:
Training improves the performance of employees. Increased skill and efficiency results in better
quantity and quality of production. A trained worker will handle machines carefully and will use the
materials in an economical way.
2. Higher employee morale:
A trained worker derives happiness and job satisfaction from his work. He feels happy when
his performance is upto the mark. This also gives him job security and ego satisfaction. The
employees will properly look after a worker who performs well. All these factors will improve
employee’s morale.
3. Less supervision:
The degree of supervision required for a trained worker will be less. He will not be dependent
upon the supervisor for minute details and may carry on his work himself. A trained worker will be
most disciplined and independent. He will not like any type of interference in his work and may not
give any opportunity to the supervisor for complaint. Such workers can take more interest in their
work and may contribute significantly in reducing managerial problems of supervision.
4. Less wastages:
Untrained workers may waste more materials, damage machines and equipment and may
cause accidents. Accidents, generally occur due to deficiency in the operator and not in the
machine. A trained worker will know the art of operating the machine properly. The control of
various wastes will substantially reduce the manufacturing cost. The amount spent on training the
workers will prove an asset to the organization.
5. Easy adaptability:
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The technological advancements will require new approach to work. The methods of work
are constantly undergoing a change. This will necessitate the adaptability of workers to changing
work environment. The former can easily learn new work techniques with a little bit of guidance.
The present workers will learn new techniques with some sort of orientation.
6. Reduced turnover and absenteeism:
Labour turnover and absenteeism are mainly due to job dissatisfaction. When a worker is
properly trained he will take keen interest in his job and can derive satisfaction from it. A satisfied
person may not like to leave his job and try at a new place.
7. Employee development:
Training also helps in the development of employees. It first helps in locating talent in them and
then developing it to the maximum. The adaptability of a worker will help him in working on new
and improved jobs. Training gives him an opportunity to show his work also.
Objectives of training:
1. Develop capabilities of employees:
The main objective of training is to develop capabilities and capacities of employees. Training
updates the knowledge and skills of employees so that they are able to handle the things in a better
way. The employees are also prepared to take up future challenges of technological improvements.
2. Improving levels of performance:
Training aims to improve the levels of performance of existing employees. The new
employees are also prepared to take up their work effectively by introducing them to the
technicalities of the jobs.
3. Awareness about work:
Training aims to create awareness of tasks and assignments among employees. The
emphasis is that employees recognize their responsibilities and contribute their best to the
organization.
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4. Preparing employees from within:
Sometimes it may not be possible to recruit persons from outside due to certain constraints.
The training is so arranged that employees are given advanced training as per the requirements of
new assignments.
5. Bring efficiency:
Another objective of training is to bring efficiency and effectiveness in the organization. This
is essential to keep the organization competitive in the market. The efficiency and better
productivity will help in keeping labour costs under control.
6. Introducing latest techniques:
In the present competitive world, the introduction of latest technological changes is essential
for the survival and growth of the organization. Training programmes will always keep the
employees prepared to work as per the changing production techniques. In the absence of training,
the employees’ knowledge will become obsolete and outdated and it may become difficult to
continue with such employees.
Types of training:
1. Orientation or induction training:
This type of training is given to help a new entrant for adapting himself to the new
environment. The employee is given a full description of the job he is expected to do. He is also
informed about the policies, procedures and rules which are related to his work. The newcomer is
also taken around the factory and informed about the location of various departments and officers.
Orientation training helps him to acquaint himself with his immediate boss and the persons who will
work under his command.
2. On-the-job training:
Every employee gets some type of on the job training. In this method the trainee is given
training on the job and at his work place. Trainee works under the watchful eyes of a master
mechanic or crafts and gets immediate feedback. On the job training may be in the form of:
coaching, job rotation and special assignments.
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Coaching method the employee is trained by his immediate supervisor. Such training is
generally provided to managerial personnel. In job rotation the trainee is moved from job to job at
certain intervals, the jobs vary in content. Special assignments are the other methods used to
provide lower-level executives with first hand experience in working on actual problems.
3. Off-the-job training:
In off-the-job training method, training is not a part of every day job activity. A trainee has to
leave his place of work and devote his entire time for training purposes. He does not contribute
anything for the organization during training. This type of training may be arranged in the
organization or may be acquired from specialized institutes giving such a training. In this they can
use various methods to train the employees are: lectures method, conference method, seminar,
case studies and programmed instruction.
In the method of lectures, the audio-visual aids can be used to make the lecture more
understandable to the trainees. This method is useful when a large number of trainees are to be
trained at a time. In the conference method, a subject matter is deliberated by the participants. The
trainee explains the facts, principles or concepts and a discussion takes place. In the seminar or
team discussion method, the trainees may be asked to write papers on specific topics. The trainees
present in the seminar listen to views expressed in papers and the discussion held later and clear
their doubts, if any. The purpose of the case study method was to help students to learn by
themselves by independent thinking. The trainer makes out a case and provides necessary
explanations and initiates discussion.
4. Refresher training:
Refresher training is helpful in acquainting personnel with latest improvements in their work.
The changing technological methods require fresh training to existing employees even if they are
well trained or qualified such training also helps in refreshing the memory of employees.
5. Vestibule training:
The term vestibule training is used to impart training in a class room in the plant. The word
meaning of ‘vestibule’ denotes a room between the outer door and the interior of a building. The
training is imparted with the help of the equipment and machines which are identical with those in
use in the place of work. This method is very useful for training semi-skilled personnel, particularly

PREPARED BY
B.V.S.N. MAHESH
LECTURER IN DEPARTMENT OF COMMERCE AND MGT Page 119

PRINCIPLES OF MANAGEMENT
when many employees have to be trained for the same kind of work of work at the same time. It is
useful when theoretical concepts are to be taught along with the problem solving abilities
6. Apprenticeship training:
In apprenticeship training a worker is attached to an experienced or senior worker. The
worker learns while observing his senior and helping him in the task. The fields in which
apprenticeship training is offered are numerous and range from the job of a mechanist, a printer, a
tool-maker, an electrician, weaver, fitter, a pattern designer etc. A major training time is spent on
the job productive work.
7. Electronic training:
The training is providing to the employees through audio-visuals, computer based training,
electronic performance support system, distance and internet based training, video-conferencing
and internet. By using any one of the element the organization persons will provide the training the
new trainees. Now a days the electronic training is the major concept to train the people about on
their work.
Steps in training programme:
1. Identifying training needs:
The first step in training programme will be to identify training needs. A thorough analysis
of organistional needs should be taken up. The availability of manpower resources and the
deficiencies in performance should also be discussed. The analysis of organizational goals will also
help in determining training needs. It should be remembered that training cannot provide solution
to all problems. If the workers are deficit in knowledge, equipment is defective, raw materials are of
poor quality, then training will not be the answer.
2. Getting ready for the job:
After identifying training needs, the next step will be to decide about the trainees, trainers
and techniques of training. The persons to be imparted training should be spotted. The supervisors
and other level managers may also be required to attend some courses for acquainting them with
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latest methods of work trends in marketing etc. The trainers are the persons on whose competence
training programme will depend.
3. Preparation of the trainee:
The trainee or learner should be put at ease by explaining to him the need for present
training and its utility for the work he is going to take up. The trainee should be encouraged to ask
questions about the job and the ways of doing it. The trainee should be taken as close to the
conditions of work as far as possible so that he familiarizes with it.
4. Explaining the job sequence:
The trainer should explain the sequence, step by step, of undertaking the job. Every step
should be properly discussed with the trainers. The trainer should demonstrate the methods of
doing the job.
5. Actual try-out:
The trainer is asked to do the job himself and repeat it a number of times. The trainer
watches actual performance of the persons and points out mistakes. After rectifying wrong steps
the trainer is asked to repeat the full sequence of doing the job. This procedure is repeated upto the
time the trainees do not perform the work correctly.
6. Follow-up:
This step is undertaken to test the effectiveness of a training programme. The trainer may be
put on job to see his performance. He may be frequently checked to find out if he has learnt the job
properly or not. This step also helps in making improvements in future training programmes.
Executive Development:
Executive development is a recent concept. It was after world war II that a need for executive
development was felt. It is now clear that managerial qualities can be developed by giving proper
opportunities. In any organization, each supervisor, foreman, departmental head, planner or
coordinator is in fact a manager. The words training and development are often confused with each
other. Training is the art of learning basic skills and knowledge necessary for a particular job or
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group of jobs. An organization works for the development of its executives or potential executives in
order to enable them to be more effective in performing various functions of management.
Management or executive development includes all those activities and programmes, when
recognized and controlled, have substantial influence on changing the capacity of the individual to
perform his present assignment better and in so doing are likely to increase his potential for further
management assignments.
Definitions of development:
“Management development includes the process by which the managers and executives acquire not
only skills and competency in their present jobs but also capabilities for future managerial tasks of
increasing difficulty and scope.”
-

Edwin B. Flippo

“Executive development is the programme by which executive capabilities to achieve desired
objectives are increased.”
-

Michael J. Jucius

Features:
•

Executive development is a systematic process for learning the abilities of managing

•

It is a long drawn process. Executive development cannot take place over night. Executives
learn not only by experience but also through planned programmes.

•

It is self development of a person. It may not be possible to make every employee an
executive.

•

The qualities and the capabilities of the persons are developed for making them good
managers.

•

It is an effort to improve the performance of individuals by realizing their full potential
development of capabilities is to achieve desired objectives.

•

It is an effort to improve current performance as well as preparing persons for future
assignments.

Objectives:
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1. Impart basic knowledge:
Executive development aims to impart basic knowledge to new entrants. Sometimes fresh
executives join the organization after completing their studies, there is a need to explain the
concepts and techniques from the practical point of view.
2. Improving performance:
Executive development programme aims to improve the performance of existing executives.
Their knowledge is updated and they are taught newer and better techniques of management.
3. Preparing new cadre:
There is always a need to have second line of executives who can be assigned higher managerial
positions in future. These persons are prepared for new assignments as and when these come up.
4. Avoid obsolescence:
It is essential to keep the executives updated. In the absence of such programmes the
executives continue in their day to day work and donot acquaint themselves with the latest changes
happening in the market.
5. Help replacements:
Such programmes also aim to help the process of replacement of elderly executives by
competent and academically qualified professionals.
6. Imparting change:
There is a need to implement latest managerial techniques in place of traditional system in
order to increase productivity.
7. Provide opportunities for development:
These programmes aim to give opportunities for self development to various executives.
This helps the executives in fulfilling their career aspirations.
Need:
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1. Shortage of trained managers:
There is a shortage of trained managers in the market. The executives available in the market
may not have that type of training which is required for a particular organization.
2. Technological changes:
Rapid technological changes are taking place in the market. The managers are required to
update their knowledge at regular intervals. An update executive will be able to cope with the
changing situation.
3. Developing full potential of executives:
Executive development programmes are essential for developing the full potential of
managers. It is felt that people generally do not perform to their full potential unless otherwise they
are motivated to do so.
4. Professionalization of management:
There is a shift from owner managed to professionally managed enterprises. Even in family
owned business, professionally trained managers are given higher responsibilities.
5. Changing labour-management relations:
There is a shift labour management relations at present. The workers at present are
educated and conscious of their rights.
6. Socio-economic changes:
Socio-economic changes are taking place regularly. These changes affect every type of
business. Every business has to position in such a way that it adjusts itself to such changes and avail
the new opportunities created by such an environment.
Methods:
1. On the job methods:
a. Coaching method
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In coaching method a superior plays the role of the guide and an instructor. He teaches job
knowledge and skills to a subordinate. He tells him what is expected of him and gives guidelines
for doing the assignment work. The coaching method will be effective only if the coach is able to
communicate properly with the subordinate and should be ready to help him whenever required.
b. Job rotation method:
Job rotation is an important method for broadening the outlook of managers and potential
managers. They are transferred from one job to another and from one department to another in a
systematic way. This method provides a great deal of job experience for potential executives who
need the broadening of their outlook and an increased understanding of managerial aspects.
c. Participation in deliberations of boards and committees:
In this method the junior officers are attached to boards and committees. They are asked
to participate in the deliberations of boards and committees. In these meetings the actual
problems of real life are discussed. The members express their views on the topics in question and
the trainees have the advantage of knowing in the procedure and concepts to be considered for
taking important decisions. When committees are ‘ad hoc’ or of temporary nature, they often a
task force
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activities designed to delue into a particular problem, ascertain alternating solutions and make a
recommendation for implementing a solution.
2. Off the job methods:
a. Role playing:
Role-playing means having members of a group act out a situation involving human
relations arising in a supervisory context. In this method an artificial situation is created and the
trainers are assigned different roles. Often the trainers switch roles thereby experiencing the giving
and receiving ends. Role-playing technique is generally used for human relations and leadership
training.
b. Case study:
Under this method a real or hypothetical situation or problem demanding solution is
presented in writing to the trainers. They are required to identify and analyse the problem, suggest
and evaluate alternative courses of action and choose the most appropriate solution. The actual
decision in the case is known only to the trainer and is disclosed only at the end of the session
when it is compared with the various solutions offered by the group.
c. Conference training:
A conference is a group meeting conducted according to an organised plan, the participants in
conference express their views on the topics fixed earlier. The trainers will be able to compare their
views on different problems with those of other aspects the learning activity can be smoothly
progressed by building upon the idea contributed by the other members of the conference.
d. Management games:
A management game is a classroom exercise in which teams of trainees compete against each
other to achieve common objectives. The games are designed to give a real life conditions. These
games are designed to be representative of real life conditions. Management games intend to
teach managerial decisions in an integrated manner. Such games illustrate the exercise of various
group processes including communication, the resolution of conflicts, the emerge of leadership and
development of friendly ties.
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e. In-basket method:
In this method the trainer is provided with a basket or tray of papers and files related of his
functional area. He is expected to study the material and analyses the problem from his angle and
suggests solutions to the problems. The recommendations of various trainers are studied and
proper conclusions are arrived at and put down in the form of a report. This method is used for
developing decision making skills and among the trainers.

Performance Appraisal
The performance appraisal is the process of assessing employee performance by way of comparing
present performance with already established standards which have been already communicated to
employees, subsequently providing feedback to employees about their performance level for the
purpose of improving their performance as needed by the organisation.

As said above the very purpose of performance uprising is to know performance of employee,
subsequently to decide whether training is needed to particular employee or to give promotion with
additional pay hike. performance appraisal is the tool for determining whether employee is to be
promoted, demoted or sacked ( remove ) in case of very poor performance and no scope for
improvement.
Performance Appraisal thus is a systematic and objective way of judging the relative worth of ability of
an employee in performing his task. Performance appraisal helps to identify those who are performing
their assigned tasks well and those who are not and the reasons for such performance.
Definitions:
Performance appraisal has been defined by different scholars in various ways. Some of the important
definitions are as follows:
Dale S. Beach, "Performance appraisal is systematic evaluation of the individual with respect to his or
her performance on the job and his or her potential for development".

PREPARED BY
B.V.S.N. MAHESH
LECTURER IN DEPARTMENT OF COMMERCE AND MGT Page 127

PRINCIPLES OF MANAGEMENT
Randall S. Schuler, "Performance appraisal is a formal, structured system of measuring and evaluating
an employees job, related behaviour and outcomes to discover how and why the employee is presently
perfuming on the job and how the employee can perform more effectively in the future so that the
employee, organisation, and society all benefit."
Heyel, "It is the process of evaluating the performance and qualifications of the employees in terms of
the requirements of the job for which he is employed, for purposes of administration including
placement, selection for promotions, providing financial rewards and other actions which require
differential treatment among the members of a group as distinguished from actions affecting all
members equally."
Dale Yoder, ''Performance appraisal includes all formal procedures used to evaluated personalities and
contributions and potentials of group members in a working organisation. It is a continuous process to
secure information necessary for making correct and objective decisions on employees."
TECHNIQUES OF PERFORMANCE APPRAISAL
There are two types of measures are used in performance appraisal: Objective measures which are
directly quantifiable and Subjective measures which are not directly quantifiable. Performance Appraisal
can be broadly classified into two categories: Traditional Methods and Modern Methods. The
performance appraisal methods are:
Traditional Methods
Traditional Methods are relatively older methods of performance appraisals. This method is based on
studying the personal qualities of the employees. It may include knowledge, initiative, loyalty, leadership
and judgment.
A.

Ranking Method

According to Dessler et al. (2011), ranking method is ranking employees from best to worst on a
particular trait, choosing highest, then lowest, until all ranked .
B.

Graphic Rating Scales

In 1922, Paterson working with the employees of the Scott Company developed a graphic scale to
provide the reliability, consistency over time, usefulness and practicality. Bradshaw in 1931 discussed
improvements to the graphic rating scale that included “behaviorism” to anchor the scales and help
better illustrate the trait . In 1972, Flynn told that the five to nine scale points result in the highest

PREPARED BY
B.V.S.N. MAHESH
LECTURER IN DEPARTMENT OF COMMERCE AND MGT Page 128

PRINCIPLES OF MANAGEMENT
quality of ratings. According to Dessler et al. (2011), Graphic Rating Scale is a scale that lists a number of
traits and a range of performance for each. The employee is then rated by identifying the score that best
describes his or her level of performance for each trait .
C.

Critical Incident Method

The technique was formally codified by the works of Fitts and Jones in 1947 for classifying pilot error
experiences in reading and interpreting aircraft instruments. Fitts and Jones used the term “errors”
rather than “critical incidents”. As opposed to Fitts and Jones way of collecting data, data gathering
during task performance is now considered a defining criterion for critical incident methods. The work of
John Flanagan in 1954 became the landmark critical incident technique, after his title entitled “The
Critical Incident Technique” appeared in the psychological bulletin. Flanagan (1954) defined the critical
incident technique as a set of procedures designed to describe human behavior by collecting description
of events having special significance and meeting systematically defined criteria. Flanagan originally used
trained observers to collect critical incident identification. Identification of the critical incidents during
task performance can be a individual process or a mutual process between user and evaluator
.According to Dessler et. al.(2011),Critical Incident method is keeping a record of uncommonly good or
undesirable examples of an employee‟s work related behavior and reviewing it with the employee at
predetermined times .
Narrative Essays Evaluatorwrites an explanation about employee‟s strength and weakness
points, previous performance, positional and suggestion for his (her) improvement at the end of
evaluation time. This technique mainly attempt to focus on behavior .
Modern Methods
A.

Modern Methods were devised to improve the traditional methods. It attempted to improve the
shortcomings of the old methods such as biasness, subjectivity, etc.
D.

Management by Objectives

In1954, Peter F. Drucker introduced “Management By Objective” in his book “The Practice of
Management”. It comprises of three building blocks: object formulation, execution process and
performance feedback [17]. In 2000,Weihrich suggested a new model: the system approach to
MBO(SAMBO).SAMBO comprises seven elements: strategic planning and hierarchy of objects, setting
objectives, planning for action, implementation of MBO, control and appraisal, subsystems, and
organizational and management development[16]. F. Behaviorally Anchored Rating Scale (BARS)
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BARS were introduced by Smith and Kendall in 1963 with the attention of researchers concerned with
the issue of reliability and validity of performance ratings. Behavioral anchor scales are more informative
than simple numbers. Behaviorally anchored performance dimensions can be operationally and
conceptually can be distinguished from one another [12]. Rater will act as observer not the judge. BARS
help rater focus on specific desirable and undesirable incidents of work behavior which can serve as
examples in discussing a rating. BARS use behavioral statements or concrete examples to illustrate
multiple levels of performance for each element of performance [6].
G. Humans Resource Accounting

The concept of human resource accounting was first developed by Sir William Petty in 1691.But research
into true human resource accounting began in the 1960 by Rensis Likert. Prof. Flamholtz defines human
resource accounting for people as an organizational resource. The main theory underlying the HRA is:
The people are valuable resources of an organization or enterprise, information on investment and
value of human resource is useful for decision making in the organization.This paper aims at analyzing
the application of human resource accounting in heavy industries covering the period from 20012010.In1965, both Cronbach & Glaser and Naylor & Shine developed models for estimating the financial
utility of personnel selection and used the concept of „utility analysis‟. In 1966, Grojer and
Johnson embrace both HRA and UA, suggest the concept of human resource costing and accounting
(HRCA). Another method of human resource accounting is human resource value accounting (HRVA).
H. Assessment Centers

The assessment center method, in its modern form, came into existence as a result of AT & T
Management Progress Study by Bray, Campbell & Grant in 1974.Common job simulations used in
assessment centers are in basket exercises, group discussions, simulations of interviews with
“subordinates” or “clients”, fact finding exercises, analysis/decision making problems, oral presentation
exercises, written communication exercises.
I. 360 Degree

It is a popular performance appraisal technique that involves evaluation input from multiple levels
within the firm as well as external sources.360 Degree feedback relies on the input of an employee‟ s
superior, colleagues, subordinates, sometimes customers, suppliers and/or spouses. It provides people
with information about the effect of their action on others in the workplace. It provides a notion of
behavioral change might be elicited through a process of enhanced self-awareness.
J. 720 Degree
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Rick Gal breath became dissatisfied with 360 degree reviews. Gal breath started using the 720 degree
and defined it as a more intense, personalized and above all greater review of the upper level managers
that brings in the perspective of their customers or investors, as well as subordinates. 720 degree review
focuses on what matter most, which is the customer or investor perception of their work .720 degree
approach gives people a very different view of themselves as leaders and growing individuals. 360
degree appraisal method is practiced twice. When the 360Degree appraisal is done, then the performance of the employee is evaluated and having a good
feedback mechanism, the boss sits down with the employee again a second time and gives him feedback
and tips on achieving the set targets .
Performance Appraisal - Process

A performance appraisal, or performance review, is a formal interaction between an employee and her
manager. This is when the performance of the employee is assessed and discussed in thorough detail,
with the manager communicating the weaknesses and strengths observed in the employee and also
identifying opportunities for the employee to develop professionally.
Here is the process involved in performance appraisal
1. Establishing Performance Standards
In this we use as the base to compare the actual performance of the employees. In this step it requires
to set the criteria to judge the performance of the employees as successful or unsuccessful and the
degrees of their contribution to the organizational goals and objectives. The standards set should be
clear, easily understandable and in measurable terms. If employee doesn't come up to expectance, then
it should be taken extra care for it.
2. Communicating the standards
It is the responsibility of the management to communicate the standards to all the employees of the
organization. The employees should be informed and the standards should be clearly explained. This will
help them to understand their roles and to know what exactly is expected from them.
3. Measuring the actual Performance
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The most difficult part of the performance appraisal process is measuring the actual performance of the
employees that is the work done by the employees during the specified period of time. It is a nonstop
process which involves monitors the performance all over the year. This stage requires the watchful
selection of the suitable techniques of measurement, taking care that individual bias does not affect the
outcome of the process and providing assistance rather than interfering in an employees work.
4. Comparing the Actual with the Desired Performance
In this the actual performance is compared with the desired or the standard performance. The
comparison tells the deviations in the performance of the employees from the standards set. The result
can show the actual performance being more than the desired performance or, the actual performance
being less than the desired performance depicting a negative deviation in the organizational
performance. It includes recalling, evaluating and analysis of data related to the employees'
performance.
5. Discussing Results
The result of the appraisal is communicated and discussed with the employees on one-to-one basis. The
focus of this discussion is on communication and listening. The results, the problems and the possible
solutions are discussed with the aim of problem solving and reaching consensus. The feedback should be
given with a positive attitude as this can have an effect on the employees' future performance. The
purpose of the meeting should be to solve the problems faced and motivate the employees to perform
better.
6. Decision Making
The last step of the process is to take decisions which can be taken either to improve the performance of
the employees, take the required corrective actions, or the related HR decisions like rewards,
promotions, demotions, transfers etc.
Directing
Management is the art of getting things done through others. One of the main functions of a
manager is to direct subordinates effectively. Directing is concerned with carrying out the desired
plans. It initiates organised and planned action and ensures effective performance by subordinates
towards the accomplishment of group activities. Direction is called management in action.
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Def:
According to Koontz and O’Donnell, “Directing is the interpersonal aspect of managing by which
subordinates are led to understand and contribute effectively and efficiently to the attainment of
enterprise’s objectives.”
According to Urwick and Breach, “Directing is the guidance , the inspiration, the leadership of those
men and women that constitute the real core of the responsibilities of management.”
According to Haimann, “Directing consists of the process and techniques utilizing in issuing
instructions and making certain that operations are carried out as originally planned.”
Nature or characteristics of direction:
1. It is a dynamic function:
Directing is a dynamic and continuing function. A manager has to continuously direct, guide,
motivate and lead his subordinates. With change in plans and organizational relationships, he will
have to change the methods and techniques to direction.
2. It initiates action:
Directing initiates organised and planned action and ensures effective performance by
subordinates towards the accomplishment of group activities. It is regarded as the essence of
management-in-action.
3. It provides necessary link between various managerial functions:
Directing links the various managerial functions of planning, organizing, staffing and
controlling. Without directing the function of controlling will never arise and the other preparatory
functions of management will become meaningless.
4. It is a universal function:
Directing is a universal function that is performed in all organizations and at all levels of
management. All managers have to guide, motivate, lead, supervise and communicate with their
subordinates, although more time is spent on directing at higher levels of management.
5. It is concerned with human relationships:
The direction function of management deals with relationship between people working in an
organization. It creates co-operation and harmony among the members of the group. It seeks to
achieve orderly arrangement of group effort to provide unity of action in the persuit of common
objectives
Principles of effective direction:
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1. Harmony objectives:
It is an essential function of management to make the people realize the objectives of the
group and direct their efforts towards the achievement of t heir objectives. The principle implies
harmony of personal interest and common interest.
2. Unity of command:
This principle states that one person should receive orders from only one superior, in other
words, one person should be accountable to only one boss. In the absence of unity of command, the
authority is undermined, discipline weakened, loyalty divided and confusion and delays are caused.
3. Unity of direction:
To have effective direction, there should be one head and one plan for a group of
activities having the same objectives. In other words, each group of activities having the same
objectives must have one plan of action and must be under the control of one supervisor.
4. Direct supervision:
The directing function of management becomes more effective if the superior maintains
direct personal contact with is subordinates. Direct supervision infuses a sense of participation
among subordinates that encourages them to put in their best to achieve the organizational goals
and develop an effective system of feed-back of information.
5. Participative or democratic management:
The function of directing becomes more effective if participative or democratic style of
management is followed. According to this principle, the superior must act according to t he manual
consent and the decisions reached after consulting the subordinates.
6. Effective communication:
To have effective direction, it is very essential to have an effective communication system
which provides for free flow of ideas, information, suggestions, complaints and grievances.
7. Follow-up:
In order to make direction effective, a manager has to continuously direct, guide, motivate
and lead his subordinates. A manager has not only to issue orders and instructions but also to
follow-up the performance so as to ensure that work is being performed as desired.
Importance of direction:
1. Initiates action:
Direction is required to initiative action. The function f planning, organizing, staffing etc., will
be taken up only when directly is given to initiate them. Decision starts the actual work for achieving
enterprise objectives.
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2. Improves efficiency:
A manager tries to get maximum work from his subordinates. This will be possible only
through motivation and leadership and these techniques are a part of direction.
3. Ensures co-ordination:
Direction helps in ensuring mutual understanding and team work. The individual efforts are
directed in such a way that personal performances help in achieving enterprise objectives.
4. Helpful in implementing changes:
A business operates in a changing environment. New situations develop every now and
then. A proper system of motivation will help employees in taking up new challenges.
5. Provides stability:
Effective leadership, supervision and motivation will help in the smooth growth of an
enterprise. A growing concern will provide stability to its activities.
6. Motivation:
Motivation is an important element of direction. Motivation is a factor which encourages
persons to give their best performance and help in achieving enterprise goals. A strong positive
motivation will enable the increased output of employees. A key element in direction is motivation.
7. Supervision:
Direction involves giving instructions to employees for undertaking some work. In order to
see whether employees are doing the things as per targets or not there is a need for supervision. In
supervision all the activities of the employees are controlled and efforts are made to ensure proper
achievement of targets.
8. Co-ordination:
Direction will be effective only when there is a proper co-ordination. In direction, different
persons are asked to perform specific tasks. In order to see that efforts of every employee are in the
direction of achieving organizational goals there is a need of co-ordinate various activities.
Motivation theories
Every management tries to coordinate various factors of production in such a way that their
contribution is maximum in achieving organizational goals. The performance of non-human factors like
machines etc. will depend upon the level of technology and the competence of those who use them. To
improve the overall performance in a business it becomes essential to increase the efficiency of human
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beings. The performance of person depends upon two factors, i.e., i)ability to do a work, and
ii)motivation. Both these factors taken together, will increase the efficiency of human beings.
Motivation is an important factor which encourages persons to give their best performance and help in
reaching enterprise goals. A strong positive motivation will enable the increased output of employees
but a negative motivation will reduce their performance.
Def:
“A motive is an inner state that energizes, activates, or moves and directs or channels behaviour
goals.”
erelson and Steiner “It is the stimulation of any emotion or desire operating upon one’s will and
promoting or driving it to action.”

B

illis “Motivation implies any emotion or desire which so conditions one’s will that the individual; is
properly led into action.”

L

-

V

ance
Nature:
Motivation is a psychological phenomena which generates within an individual. A person feels the
lack of certain needs, to satisfy which he feels working more. From definitions given earlier the following
inferences can be derived:
1. Motivation is an inner feeling which energizes a person to work more.
2. The emotions or desires of a person prompt him for doing a particular work
3. There are unsatisfied needs of a person which disturb his equilibrium
4. A person moves to fulfil his unsatisfied needs by conditioning his energizes
5. There are dormant energies in a person which are activated by channelizing them into actions.
Types of motivation:
When a manager wants to get more work from his subordinates then he will have to motivate them
for improving their performance. They will either be offered incentive for more work, or may be in space
of rewards, better reports, recognition etc., or he may instill fear in them or use force for getting desired
work. The following are the types of motivation:
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Positive motivation:
Positive motivation of incentive motivation is based on reward. The workers are offered
incentives for achieving the desired goals. The incentives may be in the shape of more pay, promotion,
recognition of work etc. The employees are offered the incentives and try to improve their performance
willingly.
Negative motivation:
Negative or fear motivation is based on force or fear. Fear causes employees to act in a certain way.
In case, they do not act accordingly then they may be punished with demotions or lay-offs. The fear act
as a push mechanism. The employees do not willingly co-operate, rather they want to avoid the
punishment.
Importance:
Management tries to utilize all the sources or production in a best possible manner. This can be
achieved only when employees co-operate in this task. The motivated employees become an asset to
the organization. The following is the importance of motivation:
1. High performance:
Motivated employees will put maximum efforts for achieving organizational goals. The
untapped reservoirs of physical and mental abilities are taped to the maximum. Better performance
will also result in higher productivity. The cost of production can also be brought down if
productivity is raised.
2. Low employee turnover and absenteeism:
When the employees are not satisfied with their job then they will leave it whenever they
get an alternative offer. The dissatisfaction among employees also increases absenteeism. When the
employees are satisfied with their jobs and they are will motivated by offering them financial and
non-financial incentives then they will not leave the job.
3. Better industrial relations:
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A good motivational system will create job satisfaction among employees. The employment
will offer them better service conditions and various other incentives. There will be an atmosphere
of confidence among employers and employees.
4. Better organizational image:
Those enterprises which offer better monetary and non-monetary facilities to their employees
have a better image among them. Such concerns are successful in attracting better qualified and
experienced persons. Motivational efforts will simplify personnel functions also.
5. Acceptability to change:
The changing social and industrial situations will require changes and improvements in the
working of enterprises. There will be a need to introduce new and better methods of work from
time. When the employees are given various opportunities of development then they can easily
adapt to new situations. If the employees are satisfied with their work and are not offered better
avenues then they will oppose everything suggested by the management.
Theories of motivation:
It has always been tried to find out the factors which motivate employees the most. There has been
no satisfactory answer until today. Various researches have been undertaken to find out motivating
factors but no generalization could be reached. The motivators differ from time to time, place to place
and situation to situation and person to person. Some scholars have devised different theories which
hold good under given situations. Some important theories of motivation have been discussed here:
Maslow’s need hierarchy:
Motivation is influenced by the needs of a person. There is a priority of certain needs over others.
The importance of needs will influence the level of motivation. A.H. Maslow, an American social
scientist, has given a framework that helps to explain the strength of certain needs. He has categorized
human needs into five categories. He is of the opinion that a person tries to achieve first category first
and then moves on to the next and so on.
These needs are discussed as follows:
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Or

1. Physiological needs:
These needs are most essential for the survival and maintenance of body. These include
food, clothing, drinking, shelter, rest, exercise, etc. A man will try to satisfy these needs first. Unless
physiological needs are satisfied no other needs will motivate him. Once these needs are satisfied
then these will cease to motivate him and he will want to satisfy the other needs.
2. Safety needs:
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Once physiological needs are satisfied then safety needs take the precedence. These are the
needs to be free from physical danger and the fear of loss of job, property, shelter, etc. One would
like to be free from economic worries like loss of job, sickness, old age pension etc. The physical
safety against murder, accident, fire , etc. is also essential. The physical and economic needs act as
motivators upto the time they are not properly met.
3. Social needs:
Since people are human beings, they need to belong, to be accepted by others. When social
needs become dominant, human being will strike to have meaningful association with others. Ina n
organization workers may form informal groups for exchange of ideas. If management tries to have
close supervision and control then workers may retort against such environment.
4. Esteem or ego needs:
The needs are concerned with self-respect, self-confidence, feeling of being unique,
recognition etc. the satisfaction of these needs brings confidence, power, control and prestige. Some
of the social problems have their roots in the unfulfilment of these needs.
5. Self fulfillment or actualization needs:
Self-fulfilment is the highest need in Maslow’s hierarchy. This refers to the needs which
helps an individual to develop his potentialities. He tries to do whatever he can and has a sort of
self-development. A person tries to do whatever he is capable of doing. He tries to bring out
something hidden in him. The self-fulfilment needs give satisfaction to the person concerned and are
good for the society also.
Herzberg’s motivation:
The priority of needs characterizes the type of behaviour. The satisfaction of some needs may not
have positive effect on motivation but their non-satisfaction may act as a negative factor. A question
arises as to what types of needs are important for improving motivation. Fredrick Herzberg and his
associates conducted a study of need satisfaction of 200 engineers and accountants employed by firms
in and around Pittsburgh.
The persons were asked to describe a few previous job experience in which they felt exceptionally
good or exceptionally bad about jobs. The influence of these experiences on job was also studied.
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Herzberg concluded that there were two sets of conditions. First type of conditions, described as
maintenance or hygiene factors, do not motivate employees by their presence but their absence
dissatisfies them. The other conditions, called motivational factors, operate to build strong motivation
and high job satisfaction, but their absence hardly process strongly dissatisfying.
Maintenance or hygiene factors:
These were called maintenance or hygiene factors since they were necessary to maintain
current status i.e., reasonable level of satisfaction. These factors are more dissatisfied by their absence
but their presence will not motivate Herzberg named hygiene factors :Company policy and
administration, technical supervision, inter-personal relations with supervisor, inter-personal relations
with peers, inter-personal relations with subordinates, salary, job security, personal life, work relations
with subordinates status.
Motivational factors:
The presence of these factors build high motivation and job satisfaction. However, if these
conditions are not present, they do not cause dissatisfaction. There are six factors :achievement,
recognition, advancement, work itself, possibilities of personal growth, responsibility. Most of these
factors relate to job contents. Their performance of an employee on the job and the satisfaction which
he achieves from them from the contents of these factors.
Herzberg pointed out that managers have been very much concerned with hygiene factors only.
They could not enlist the full co-operation of employees by increasing salaries etc. They did not realize
the importance of motivating factors. The employees are motivated by the content of the job. The
satisfaction which an employee will derive from the job will go to increase his output.
Leadership
Leadership is an important element of the directing function of management. Wherever, there is an
organised group of people working towards a common goal, some type of leadership becomes essential.
Leadership is the ability to build up confidence and zeal among people and to create an urge in them to
be led. To be a successful leader, a manager must possess the qualities of foresight, drive initiative,
selfconfidence and personal integrity. Different situations may demand different types of leadership.
Def:
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“Leadership is the ability of a manager to induce subordinates to work with confidence and zeal.”
-

Koontz and O’ Donnell

“Leadership is the activity of influencing people to strive willingly for group objectives.”
-

George R. Terry

“The power of leadership is the power of integrating. The leader stimulates what is best in us, he
unites and concentrates what we feel only groupingly and scatteringly. He is a person who gives form to
the uncoarctate energy in every man. The person who influences me most is not he who does great
deeds, but he who makes me feel that I can do great deeds”
-

Mary Parker Follet

Nature and characteristics:
An analysis of the definitions cited above reveals the following important characteristics of
leadership:
•

Leadership is a personal quality

•

It exists only with followers. If there are no followers, there is no leadership?

•

It is the willingness of people to follow that makes person a leader

•

Leadership is a process of influence. A leader must be able to influence the behaviour, attitude
and beliefs of his subordinates

•

It exists only for realization of common goals

•

It involves readiness to accept complete responsibility in all situations

•

Leadership is the function of stimulating the followers to strive willingly to attain organizational
objectives

•

Leadership styles do change under different circumstances

•

Leadership is neither bossism nor synonymous with management

Theories of leadership:
Different authors hold different views on the qualities that are considered essential for effective
leadership. The main theories or approaches thathave evolved have been discussed in brief here:
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1. The trait theory:
This approach represents the earliest notions of leadership and until upto three decades ago
this approach was very popular. According to this theory, there are certain personal qualities and
traits which are essential to be a successful leader. The advocates of this theory are of the opinion
that persons who are leaders are psychologically better adjusted to display better Judgement and to
engage themselves in social activities. Most of the trait theories believe that leadership traits are
inherited and in-born and these cannot be acquired by learning. Many researchers have given their
views on the type of qualities that are considered essential for effective leadership.
Henry Fayol divided these qualities into physical, mental, moral, educational, technical and
experience. Ordway Tead has given a list of ten qualities:
a. Physical and nervous energy
b. A sense of purpose and direction
c. Enthusiasm
d. Friendliness and affection
e. Integrity
f.

Technical mastery

g. Decisiveness
h. Intelligence
i.
j.

Teaching skill and
Faith

2. Charismatic leadership theory:
Charisma is a leadership trait that can influence employees to take early and sustained
action. It is a form of interpersonal attraction of a leader that inspires support and acceptance from
others. Charismatic leadership theory, also called great man theory by some, can be traced back to
ancient times. Plato’s Republic and Confucius’ Analects dealt with leadership. These authors
provided some insights of leadership. Charisma is a Greek word which means Gift. Charismatic
leaders are those who inspire followers and have a major impact on their organizations through
their personal vision and energy. Robert House’s theory of charismatic leadership developed a set of
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testable propositions concerned with identifying the traits of charismatic leaders, the behaviours of
these leaders and the conditions under which such leaders may emerge.
Assumptions:
1. Leadership in general and great leaders in particular have some exceptional inborn
leadership qualities which are a gift from the god.
2. These inborn qualities are sufficient for a leader to become successful.
3. Since a leader has some inborn qualities, these cannot be enhanced through education and
training.
4. The qualities of a leader are of personal nature, these cannot be shared by others
5. These qualities make a leader effective and situational factors donot have any influence
Limitations:
Charismatic leadership theory has certain limitations. If we assume that leadership qualities are
inborn in a person then it implies that nothing can be done in an organization to develop leaders. It is a
fact that leaders can be developed, though not great leaders, through proper education, training,
development programmes etc.
3. The behavioural theory:
The shortcomings of the trait theory led to a significant change in the emphasis of leadership
approach. This shift in emphasis began to focus an attention on the actual behaviour and actions of
leader as against personal qualities or traits of leaders. The good behaviour of the leader raises the
morale, builds up confidence and spirit among the team members and the lack of good behaviour
will discard him as a leader. As a matter of fact, several theories were developed during 1950s and
1960s that approached leadership from the standpoint of actual behaviour of leaders. But the
behavioural theories also suffer from certain limitations.
4. The situational theories:
The situational theories emphasise not on personal qualities or traits of a leader, but upon
the situation in which he operates. The advocates of this approach believe that leadership is greatly
affected by a situation and maintain that leadership pattern is the product of situation at a particular
time. The situational theory of leadership suffers from the drawback that it fails to consider the fact
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that in the complex process of leadership, individual qualities and traits of the leader also play an
important role.
5. The follower theory:
The shortcomings of the trait theory, the behavioural theory, and the situational theory
influenced certain researchers to focus their attention on the followers. According to this theory, the
essence of leadership is followership and it is the willingness of people to follow that makes a person
a leader. The members of a group tend to follow only those whom they recognize as providing
means for achieving their personal desires, wants and needs. The best thing will be to integrate the
various theories to study leadership pattern. To conclude, we can say that effective leadership
depends on the traits of the leader, situation and the type of the followers.
Styles:
The term leadership style refers to the constituent behaviour pattern of a leader as perceived by
people around him. The leadership style is the result of the philosophy, personality and experience of
the leader. It also depends upon the types of followers and the conditions prevailing in an organization.
According to their attitude and behaviour patterns leaders may be classified as follows:
1. Autocratic or authoritarian style leader:
An autocratic, also known as authoritarian style of leadership implies yielding absolute
power. Under this style, the leader expects complete obedience from his subordinates and all
decision-making is centralized in the leader. There is no participation by subordinates in
decisionmaking process. No suggestions or initiative from subordinates is entertained. All decisions,
major or small are taken by the leader and subordinates are forced to obey them without
questioning. An autocratic leader is, in fact, no leader. He is merely the formal head of the
organisation and is generally disliked by the subordinates
2. Laissez-fare or free-rain style leader:
Under this type of leadership, maximum freedom is allowed to subordinates. They are given
free hand in deciding their own policies and methods and take their own decisions. The leader
provides help only when required by his subordinates otherwise he does not interfere in their work.
This style of leadership creates self-confidence in the subordinates and provides them an
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opportunity to develop their talents. Such leadership can be employed with success where
subordinates are competent, sincere and self-disciplined.
Features:
•

There is no minimum interference from the leaders
requested for.

•

Individuals are allowed to plan their work.

•

There is free and informal environment

•

Decisions may be taken by majority

•

Control is exercised with less interference and supervision

Leader helps only when

3. Democratic or participative style leader:
The democratic or participative style of leadership implies compromise between the two
extremes of autocratic and laissz-faire style of leadership. Under this style, the leader acts according
to the mutual consent and the decisions are reached after consulting the subordinates.
Subordinates are encouraged to make suggestions and take initiative. Mutual trust and confidence is
also created resulting in job satisfaction and improved morale of workers.
Features:
•

Decisions are taken after consulting subordinates

•

There is a delegation of authority

•

Decentralization is followed in decision making process
communication.

•

Co-operation of subordinates is taken in making important decisions

There is a bothway

Benefits:
•

Level of motivation of employees is high

•

Implementation of decisions is quick

•

Employees become loyal to the organization

•

Willing acceptance of rules, regulations, procedures by employees
grievances and industrial unrest is contained.
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4. Bureaucratic or rules-centred leadership:
It is a type of leadership where everything is influenced by rules, regulations and procedures.
The leader sets up a procedure for adhering to the rule book. All decisions are taken on the basis of
rules and regulations. No deviation of set principles is allowed under all situations. The employees
are not encouraged to take initiatives. Over dependence on rules and procedures brings red tapism
in the working.
Features:
•

Dependence on rules and regulations

•

Decisions are taken in a framework of rules and procedures
paper work and always a desire to play safe
mechanical way.

•

New ideas and initiatives are not encouraged

•

There are delays in taking decisions

There is too much of

Subordinates perform jobs in a

5. Manipulative leadership style:
Under this style the leader tries to achieve organizational goals by exploiting the weak points
of employees. The needs and aspirations of employees are used as tools for achieving organizational
objectives. The employees are explained through different means for extracting more and more
work from them and not compensating them for their additional efforts. Employees generally resent
this type of leadership. There is a feeling of distrust when the manipulative nature of the leader is
evident and the employees feel cheated.
Suitability:
1. When co-operation of employees is needed urgently for a specific task.
2. When the project are of short durations
3. When long-term relationship may not be required.
6. Paternalistic style leader:
This style of leadership is based upon the sentiments and emotions of people. A
paternalistic leader is like a father figure to the subordinates. The leader looks after the needs and
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aspirations of subordinates and also helps their families. He helps, guides and protects all of his
subordinates but they donot grow under him. The subordinates become dependent on the leader.

Controlling
The objective of every organization is to use scarce resources in a best possible way. Plans are
framed to achieve better results. Control is the process of checking whether the plans are being adhered
to or not, keeping a record of progress and then taking corrective measures if there is any deviation.
Control is one of the managerial functions. These functions start with planning and end at controlling.
The other functions like organizing, staffing, directing act as the connecting link between planning and
controlling.
Def:
“The measurement and correction of the performance of activities of subordinates in order to
make sure that enterprise objectives and plans devised to attain them are being accomplished.”
- Koontz and O’Donnel
“In an undertaking, control consists in verifying whether everything occurs in conformity with the
plan adopted, the instructions issued and principles established.”
Characteristics

•
•
•
•
•
•
•
•
•
•

Control is a continuous process
Control is a management process
Control is embedded in each level of organizational hierarchy
Control is forward looking
Control is closely linked with planning
Control is a tool for achieving organizational activities
Control is an end process
Control compares actual performance with planned performance*
Control point out the error in the execution process
Control helps in minimizing cost

PREPARED BY
B.V.S.N. MAHESH
LECTURER IN DEPARTMENT OF COMMERCE AND MGT Page 148

Henry Fayol

PRINCIPLES OF MANAGEMENT
•
•

Control helps in achieving standard
Control saves the time Process of Controlling

Controlling as a management function involves following steps:
1. Establishment of standards- Standards are the plans or the targets which have to be achieved in
the course of business function. They can also be called as the criterions for judging the
performance. Standards generally are classified into twoa. Measurable or tangible - Those standards which can be measured and expressed are
called as measurable standards. They can be in form of cost, output, expenditure, time,
profit, etc.
b. Non-measurable or intangible- There are standards which cannot be measured
monetarily. For example- performance of a manager, deviation of workers, their
attitudes towards a concern. These are called as intangible standards.
Controlling becomes easy through establishment of these standards because controlling is
exercised on the basis of these standards.

2. Measurement of performance- The second major step in controlling is to measure the
performance. Finding out deviations becomes easy through measuring the actual performance.
Performance levels are sometimes easy to measure and sometimes difficult. Measurement of
tangible standards is easy as it can be expressed in units, cost, money terms, etc. Quantitative
measurement becomes difficult when performance of manager has to be measured.
Performance of a manager cannot be measured in quantities. It can be measured only by- a.
Attitude of the workers,
b. Their morale to work,
c. The development in the attitudes regarding the physical environment, and
d. Their communication with the superiors.
It is also sometimes done through various reports like weekly, monthly, quarterly, yearly reports.
3. Comparison of actual and standard performance- Comparison of actual performance with the
planned targets is very important. Deviation can be defined as the gap between actual
performance and the planned targets. The manager has to find out two things here- extent of
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deviation and cause of deviation. Extent of deviation means that the manager has to find out
whether the deviation is positive or negative or whether the actual performance is in conformity
with the planned performance. The managers have to exercise control by exception. He has to
find out those deviations which are critical and important for business. Minor deviations have to
be ignored. Major deviations like replacement of machinery, appointment of workers, quality of
raw material, rate of profits, etc. should be looked upon consciously. Therefore it is said, “ If a
manager controls everything, he ends up controlling nothing.” For example, if stationery charges
increase by a minor 5 to 10%, it can be called as a minor deviation. On the other hand, if monthly
production decreases continuously, it is called as major deviation.
Once the deviation is identified, a manager has to think about various cause which has led to
deviation. The causes can bea. Erroneous planning,
b. Co-ordination loosens,
c. Implementation of plans is defective, and
d. Supervision and communication is ineffective, etc.
4. Taking remedial actions- Once the causes and extent of deviations are known, the manager has
to detect those errors and take remedial measures for it. There are two alternatives herea. Taking corrective measures for deviations which have occurred; and
b. After taking the corrective measures, if the actual performance is not in conformity with
plans, the manager can revise the targets. It is here the controlling process comes to an
end. Follow up is an important step because it is only through taking corrective
measures, a manager can exercise controlling.
Importance:
(1) Accomplishing Organisational Goals:
The controlling process is implemented to take care of the plans. With the help of controlling, deviations
are immediately detected and corrective action is taken. Therefore, the difference between the
expected results and the actual results is reduced to the minimum. In this way, controlling is helpful in
achieving the goals of the organisation.
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(2) Judging Accuracy of Standards:
While performing the function of controlling, a manager compares the actual work performance with the
standards. He tries to find out whether the laid down standards are not more or less than the general
standards. In case of need, they are redefined.

(3) Making Efficient Use of Resources:
Controlling makes it possible to use human and physical resources efficiently. Under controlling, it is
ensured that no employee deliberately delays his work performance. In the same way, wastage in all the
physical resources is checked.

(4) Improving Employee Motivation:
Through the medium of controlling, an effort is made to motivate the employees. The implementation of
controlling makes all the employees to work with complete dedication because they know that their
work performance will be evaluated and if the progress report is satisfactory, they will have their identity
established in the organisation.

(5) Ensuring Order and Discipline:
Controlling ensures order and discipline. With its implementation, all the undesirable activities like theft,
corruption, delay in work and uncooperative attitude are checked.

(6) Facilitating Coordination in Action:
Coordination among all the departments of the organisation is necessary in order to achieve the
organisational objectives successfully. All the departments of the organisation are interdependent. For
example, the supply of orders by the sales department depends on the production of goods by the
production department.

Through the medium of controlling an effort is made to find out whether the production is being carried
out in accordance with the orders received. If not, the causes of deviation are found out and corrective
action is initiated and hence, coordination between both the departments is established.
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Limitations of Controlling:
1. Difficulty in setting quantitative standards:
Control system loses its effectiveness when standard of performance cannot be defined in quantitative
terms and it is very difficult to set quantitative standard for human behaviour, efficiency level, job
satisfaction, employee’s morale, etc. In such cases judgment depends upon the discretion of manager.
2. No control on external factors:
An enterprise cannot control the external factors such as government policy, technological changes,
change in fashion, change in competitor’s policy, etc.

3. Resistance from employees:
Employees often resist control and as a result effectiveness of control reduces. Employees feel control
reduces or curtails their freedom. Employees may resist and go against the use of cameras, to observe
them minutely.

4. Costly affair:
Control is an expensive process it involves lot of time and effort as sufficient attention has to be paid
to observe the performance of the employees. To install an expensive control system organisations
have to spend large amount. Management must compare the benefits of controlling system with the
cost involved in installing them. The benefits must be more than the cost involved then only
controlling will be effective otherwise it will lead to inefficiency

Controlling techniques:
1. Direct Supervision and Observation
'Direct Supervision and Observation' is the oldest technique of controlling. The supervisor himself
observes the employees and their work. This brings him in direct contact with the workers. So, many
problems are solved during supervision. The supervisor gets first hand information, and he has better
understanding with the workers. This technique is most suitable for a small-sized business.

2. Financial Statements
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All business organisations prepare Profit and Loss Account. It gives a summary of the income and
expenses for a specified period. They also prepare Balance Sheet, which shows the financial
position of the organisation at the end of the specified period. Financial statements are used to
control the organisation. The figures of the current year can be compared with the previous year's
figures. They can also be compared with the figures of other similar organisations. Ratio analysis
can be used to find out and analyse the financial statements. Ratio analysis helps to understand
the profitability, liquidity and solvency position of the business.
3. Budgetary Control
A budget is a planning and controlling device. Budgetary control is a technique of managerial
control through budgets. It is the essence of financial control. Budgetary control is done for all
aspects of a business such as income, expenditure, production, capital and revenue. Budgetary
control is done by the budget committee.
4. Break Even Analysis
Break Even Analysis or Break Even Point is the point of no profit, no loss. For e.g. When an
organisation sells 50K cars it will break even. It means that, any sale below this point will cause
losses and any sale above this point will earn profits. The Break-even analysis acts as a control
device. It helps to find out the company's performance. So the company can take collective
action to improve its performance in the future. Break-even analysis is a simple control tool.
5. Return on Investment (ROI)
Investment consists of fixed assets and working capital used in business. Profit on the investment
is a reward for risk taking. If the ROI is high then the financial performance of a business is good
and vice-versa.
ROI is a tool to improve financial performance. It helps the business to compare its present
performance with that of previous years' performance. It helps to conduct inter-firm
comparisons. It also shows the areas where corrective actions are needed.
6. Management by Objectives (MBO)
MBO facilitates planning and control. It must fulfill following requirements :1. Objectives for individuals are jointly fixed by the superior and the subordinate.
2. Periodic evaluation and regular feedback to evaluate individual performance.
3. Achievement of objectives brings rewards to individuals.
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7. Management Audit
Management Audit is an evaluation of the management as a whole. It critically examines the full
management process, i.e. planning, organising, directing, and controlling. It finds out the
efficiency of the management. To check the efficiency of the management, the company's plans,
objectives, policies, procedures, personnel relations and systems of control are examined very
carefully. Management auditing is conducted by a team of experts. They collect data from past
records, members of management, clients and employees. The data is analysed and conclusions
are drawn about managerial performance and efficiency.
8. Management Information System (MIS)
In order to control the organisation properly the management needs accurate information. They
need information about the internal working of the organisation and also about the external
environment. Information is collected continuously to identify problems and find out solutions.
MIScollects data, processes it and provides it to the managers. MIS may be manual or
computerised. With MIS, managers can delegate authority to subordinates without losing
control.
9. PERT and CPM Techniques
Programme Evaluation and Review Technique (PERT) and Critical Path Method (CPM) techniques
were developed in USA in the late 50's. Any programme consists of various activities and subactivities. Successful completion of any activity depends upon doing the work in a given sequence
and in a given time.
CPM / PERT can be used to minimise the total time or the total cost required to perform the total
operations.

10. Self-Control
Self-Control means self-directed control. A person is given freedom to set his own targets,
evaluate his own performance and take corrective measures as and when required. Self-control
is especially required for top level managers because they do not like external control.
The subordinates must be encouraged to use self-control because it is not good for the superior
to control each and everything. However, self-control does not mean no control by the superiors.
The superiors must control the important activities of the subordinates.
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