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[bookmark: _Toc278312455]AN OVERVIEW OF MANAGEMENT
[bookmark: _Toc278312456]Introduction
In this unit you will learn the basic concept of management, the unit starts by defining management and continues explaining characteristics of managements. Then, management function, significances and levels of management will be discussed. The unit further discusses managerial role, skill, and their relative importance, the issues of management as a science or art, and university of management.
Objectives of the chapter 
After studying this chapter, you should be able to:
· Explain the meaning and definition of management 
· Understand the significances of management 
· Mention basic managerial functions
· Identify levels of management and types of manager
· Explain the role of managers and the skills they needed
· Discuss why management is both an art and a science
[bookmark: _Toc278312457]1.1 Meaning and Definition of Management
The term management has several meanings, depending on context and purpose. Because of the wide scope of management, there is no a single universally accepted standard definition of management. Moreover, management is concerned with human beings whose behavior is highly dynamic (unpredictable). Again management is young developing discipline whose concepts are continually changing. As a result the term management is least known and least understood subject.
[bookmark: _Toc278312458]1.1.1 Definition of Management
There are several definitions of management given by different scholars in the field, but they all are fundamentally the same. Among the many, some are
· Management is the process of coordinating all resources through the five major functions of planning, organizing, staffing, directing/leading and controlling to achieve organizational goals/desired objectives.
· Management is the art of getting things done through other people by making the atmosphere conducive for others, and the process puts emphasis on both the objectives to be attained and the people who will be pursuing them.
· Management is the utilization of scientifically derived principle to examine and improve efforts or production.
· Management may be defined as the art of securing maximum results with a minimum of efforts so as to secure maximum prosperity and happens for both the organization and the individual and give the public the best possible service.
In short, management could be precisely defined as the process of planning organizing, directing, and controlling to accomplish organizational objectives through the coordinated use of human and non-human resources.
Managers are persons in the position of authority who make decisions to commit (use) their resources and the resource of others towards the achievement of organizational objective.
[bookmark: _Toc278312459]1.2 Basic Management Function
Regardless of the type of firm and the organizational level, all managers perform certain basic function. These managerial functions are planning, organizing, staffing, directing/leading and controlling. The degree of involvement with each of these functions may vary from manager to manager, but essentially all managers have to be concerned with these function.
· Planning: planning is the most basic and pervasive function involved in managing. It means deciding in advance what action to take and when and how to take them. Planning is needed, firstly for committing and allocating the organizations limited resources towards achieving its objectives in the best possible manner and, secondly for anticipating the future opportunities and problems.
Planning is putting down in black and white the actions which a manager intends to take. Each manager is involved in planning though the scope and character may vary with the level of manager. At the top, the managing director is involved in planning for the company’s diversification over the next five years. The middle level marketing manager undertakes planning to increase the sale of his products. The field sales supervisor plans the day’s activities of his team of sales officers. In general it is the first managerial function that all managers engaged in because it lays the ground work for other managerial functions,
· Organizing: organizing refers to the formal grouping of people and activities to facilitate achievement of the firm’s objectives. It is the management function that focuses on organizing and arranging human and non-human resources so that plans can be carried out successfully. Resources are allocated on the basis of major company goals.
It is through organizing function that managers determine which tasks are to be done, how tasks can best be combined in to specific jobs, and how jobs can be grouped in to various units that make up the structure of the organization. It involves creating job positions with assigned duties and responsibilities, arranged positions in to hierarchy by establishing authority reporting relationship, determining the number of hierarchical levels etc. and thereby creates an organization. Organizing is not done once and then forgotten. As the objectives of the company change, they will influence the structure of managerial and organizational relationship.
· Staffing: as it has been pointed out, organizing involves creating job positions with assigned duties and responsibilities. Staffing involves filling and keeping filled the positions in the organization structure. It is concerned with locating prospective employees to fill the jobs created by the organizing process. It basically deals with inventorying the people available, announcing vacancies, accepting, identifying the potential candidates for the job, recruiting , selecting, placing, orienting, training and  promoting both candidates and existing employees. Staffing is concerned with human resources of the organization.
· Directing/leading: having established plans, controls, and an appropriate structure to achieve the organizational objectives, the manager now has to get his people to work. Every individual has needs, desires and drives which we collectively call motives and which channelize all his or her behavior and action towards achievements of some objectives. The manager’s role is to influence each individual behaviour and action towards achievements of common organizational goals. Leading the most complex managerial function because it deals with complex human behaviour, and because most problems in organizations arise from people, their desire and behaviour. It includes communicating with others, helping to outline a vision of what can be accomplished, providing direction, and motivating organizational members to put forth the substantial effort required.
· Controlling: planning and controlling go hand in hand. There can be control without a plan and plans cannot be successfully implemented in the absence of controls. Controls provide a means of checking the progress of the plans and correcting any deviations that may occur along the way.
Controls may be used to measure physical quantities, monetary, results or to evaluate intangibles such as employee loyalty, morale, and commitment to work. Obviously, the third kinds of controls are the most difficult to design and implement no quantitative measure can be used. But only a qualitative description evaluation is possible. It deals with establishment of standards, measurement of performance and collecting of divinations.
[bookmark: _Toc278312460]1.3 Significances of Management
Why do we study management? No organization can long be successful that does not utilize effective management. To a great extent the accomplishment of many economic, social and political goals rests up on the competency of the manager. Some of the reasons to study management include:
· It is important for human activities: management is the most important human activities. Ever since people began forming groups to accomplish activities they could not achieve as individual efforts. As society has become to rely increasingly on group effort, and as many groups have become large, the task of managers has been rising in importance.
· Management is universal: managers work in all types of organization at all levels, and in all functional areas. These managers are responsible for the success or failure of the organization.
· It affects the accomplishment of social, economical, political organizational goal. Management is the force that determines whether business organizations and social institutions will serve us or waste our talents and resources.
· People currently not trained by management get themselves in managerial positions and earn their livelihood, and the most common path to become successful manager involves a combination of education and experience.
· Management is needed to coordinate and directing the efforts of individuals, groups and the entire organization to achieve work having stated objectives, management is needed to direct and coordinate their efforts. Without management effort will be wasted.
[bookmark: _Toc278312461]1.4 Levels of Managers
Managers all perform the same management functions but with different emphases because of their position in the organization. Although all managers may perform the same basic duties and play similar roles, the nature and scope of their activities differ. These differences are the base for the classification of managers. Managers can be divided based on two criteria: levels of management (vertical difference), and scope of responsibilities (horizontal difference).
A. Types of managers based on levels of management 
I. The First Level Managers 
These managers are in direct contact with the employees, who usually produce the goods or services out puts of all organization they are referred to as supervisors or foremen in some organizations.
You may be associated with the employees who directly produce goods or render service outputs.  Hence, you may belong to the first level managers in your organization. In some government offices, the superintendent of the office supervising the work of typists, dispatch clerks, etc. belongs to this category. In the industry, it is the foreman, who is in direct contact with the rank-to-file workers, producing goods and services.
II. The Middle Level Managers
Middle level managers occupy a position in an organization that is above first line management and below top management. They interpret and implement to management directives and forward messages to and from first-line management. These managers are those with a number of responsibilities and linking or connecting activities. They direct the activities of firs-line mangers, for example, an academic deans, division heads plant managers, army captain are belong to middle level managers.
III. The Top Level Managers 
Top-level managers are managers who are at the top of the organizational hierarchy and are responsible for the entire organization. They are a small group of policy makers responsible for the overall strategic management of the organizations. It is the responsibility of the top managers to develop the objectives and strategies of the organizations. It is the top management that must sense   the demands of the political, social and competitive environments on the organization. A president or a chief executing are example of top managerial level.
All managers carry out managerial functions. However, the time spent for each function varies according to their managerial hierarchy. Top level managers spent more time on planning and organizing than lower-level managers. Leading on the other hand, takes a great deal of time for first time managers. The difference in time spent on staffing and controlling varies only slightly for managers at various levels.  

Planning 
                                  Staffing                                  Controlling 
           Organizing                     Directing   

	Top
                    Middle
           First-line
Organization hierarchy                 Time spent on carrying out managerial functions
Fig.1.1 The relative importance of the managerial functions at different levels
[bookmark: _Toc278312462]1.4.1The Managerial Skills at Various Levels
Skills are specific abilities that result from knowledge, information practice, and aptitude. These skills refer to the personal ability put to use by the manager in specific position that he/she holds in the organizational hierarchy. The fundamental functions of a manager such as planning, organizing, staffing, leading and controlling are the skills required to be mastered by the managers. In order to exercise these functions, one has also to keep in mind, the type of job, the size of organization, the skills and experience of the people one works with and the time available at disposal to do these management functions.
For the purpose of discussion, managerial skills are classified in to three distinct categories: technical, human and conceptual skills. The use of these skills differs for various levels of managers. Let us understand the skills first and then see how much each skill is used at various levels of managerial hierarchy and what importance each has in the career growth of a manager.
a) Technical Skill
It involves process or techniques, knowledge and proficiency. It is the ability to use the tools, procedures, or techniques of equipment involved in specific functions such as engineering, manufacturing, finance, computer programming. Technical skills are often given emphasis in schools and universities and in on-the-job training programs. Technical skills are most important at the lower levels of management. It becomes less important as we move up the hierarchy.
b) Human Skill 
Human skill is the ability to work with, understand and motive other people either as individuals or groups. It is the manager’s ability to work effectively as a group member and to build cooperative effort within the team he leads every managerial level requires managers to interact with other people, whereas technical skill is primarily concerned with working things (process or physical objects). These skills are demonstrated in the way a manager relates to other people, including the way they motivates, facilitates, coordinates, leads, communicates, and resolves conflicts. The first level manager is involved on a regular basis with the personal problems and life events of many non-managers.
If you have a highly developed human skill and if you are aware of your own attitude, assumptions, and beliefs, about other individuals and groups, you are able to see their usefulness and limitations. And you are likely to accept others’ viewpoint, perceptions and beliefs which might be different from yours.
c) Conceptual Skill 
This skill means the ability to see the organization as  a whole and it includes recognizing how the various functions of the organization depend one another. It also makes the individual aware how changes in any one part of the organization affect all the others. It extends to visualizing the relationship of the individual business to the industry, the community and the political, social and economic forces of the nation as a whole. Conceptual skills are more important in strategic (long range) planning: therefore, they are more important to the top-executive than middle managers and supervisors.
Although all three of these skills are essential to effective management, their relative importance to specific manager depends on the rank in the organization. And technical skill deals with things, human skill concerns people and conceptual skill has to do with ideas.
	 Technical skill



Human skill


Conceptual skill


                                         Top
                                     Middle 
                                 First-line

Fig.1.2 level-wise skill in management skills
[bookmark: _Toc278312463]1.4.2 Functional and General Managers
Mangers are also classified on the scope of the activities they manage in to functional and general managers
I) Functional managers 
Functional managers are managers who are responsible for a department that performs a single functional task and has employees with similar training and skills. Supervise employees with specialized skills in specific areas of operations such as accounting, payroll, finance, marketing, production, or sales. They are responsible for only one organizational activities; i.e. their responsibility is limited to their specialization/ specification.
II) General Managers 
General Managers are managers who are responsible for several departments that perform different functions. They are responsible for the entire operations of the organization without being specific. Oversee a complex unit, such as a company, a subsidiary, or an independent operating division. They will be responsible for all activities of that unit, such as its production, marketing, sales and finance. A small company may have only one general manager-but a large organization may have several, each at the head of a relatively independent division.
[bookmark: _Toc278312464]1.5 Managerial Roles
When a manager tries to carry out the management functions, they must behave in a certain way-to fill certain role. Managerial roles represent specific tasks that managers undertake to ultimately accomplish the five managerial functions. Factors which influence managerial roles are: manager’s formal job description, and the values and expectations of other managers, subordinates and peers.  
Henry Mintzberg indicated 10 managerial roles which are in turn grouped in to three categories: interpersonal, informational and decisional role.
1. Interpersonal Roles: involves developing and maintaining positive relationships with significant others in the organization. It is communication oriented. It includes
· Figurehead Role: in the figurehead role, the manager represents the organizations at ceremonial and symbolic functions. It is the most basic and the simples of all managerial roles. The manager is the head of the work unit, be it division, section or department. Because of the lead person position the manager represents the work unit at ceremonial or symbolic functions. The top managers represent the company legally or social to those outsides of the organization. The superior represents the work group to higher management and higher manager to the work group.
Example signing documents, presiding at the ceremonial events, greeting visitors, attending a subordinate’s weeding, taking a customer to lunch, university president hands out a diploma for graduates-in all these cases the manager represents the organization.
· Leadership Role: the leadership role involves responsibility for directing and coordinating the activities of subordinates in order to accomplish original objectives. The manager is the environment creator-he/she makes the environment conducive for work by improving working conditions, reducing conflicts, providing feedback for performance and encouraging growth. The leader builds relationship and communicates with employees, motivates and coaches them. As a leader, the manager is responsible for hiring, training, motivating and encouraging employees/subordinates.
· Liaison Role: the liaison role refers to dealing with people outside the organizations. It maintains a network of contacts outside the work unit to obtain information. The manager serves as a link between the organization and the informants who provide favors and information. She/he fulfill his/her role through community service, conferences, social events, etc. it also refers to dealing with managers in other departments, staff specialists, and other department employees. In liaison role, the manager seeks support from people who can affect the departments’ and the organizations’ success.
2. Informational Roles: effective managers build networks of contacts and sharing information, because of these contacts, managers merge as the nerve system centers of their organizations. The following three roles describe the informational aspects of the managerial work.
· Monitor Role: is also called information gathering role.  This role refers to seeking, receiving, screening and getting information. The manager constantly monitoring the environment to determine what is going on. The monitor seeks internal and external and external information about issues that can affect the organization. Information is gathered from news reports, trade publication, magazine, clients, and a host of similar sources, attending seminars and exhibitions.
· Disseminator Role: what does the manager do with the information collected? In the disseminator role, the manager shares information with subordinates and other members of the organization. The manager passes on to subordinate some of the information that would not ordinarily be accessible to them. After the information has been collected,   it has to be disseminated to superior, subordinator, peers, and other concerned body. The type of information to be forwarded to members could be facts, opinions, interpretations, and influences.
· Spokesperson/Representative Role: the spokesperson transmits information about the organization to outsiders. The manager is the person who speaks for his/her work unit to people outside the work unit. One aspects of their role is to keep superiors well informed and a second aspect is to communicate outside the organization like press, government agencies, customers and labor union. 
Thus, the manager seeks information in the monitor role, communicates it internally in the disseminator role and transmits it externally in the spokesperson role. The three informational roles, then, combine to provide important information required in the decisional role.
3. Decisional Roles: manager use information to make decisions about when and how to commit their organization to new objectives and actions. Decisional roles are perhaps the most important of the three categories of roles. Managers are the core of the organization’s decision-making since they play the following four decisional roles.
· Entrepreneur Role: the manager acting as an entrepreneur recognizes problems and opportunities and initiates actions that will move the organization in the desired direction. Often manager creates new, new projects, change organizational structure, and institutes other important programs for improving the company’s performance. The entrepreneur acts as an initiator, designer, encourager of change and innovation.
· Disturbance Handler Role:   in the role of disturbance handler, the manager responds to situations over which he/ she has little control, i.e. that are beyond his/her control and expectation such as conflict between people among groups, strikes, breach of contract or unexpected  events outside the organization that may affect the firm’s performance. The disturbance handler is responsible for taking corrective action when the organization faces important, unexpected difficulties.
· Resource Allocator Role: deciding on the allocation of the organization’s physical, financial and human resources. As a resource allocator, the manager is responsible for deciding how and to whom the resource of the organization and the manager’s own time will be allocated. This involves assigning work to subordinates, scheduling meetings, approving budgets, deciding on pay increases, making purchasing decisions and other matters related to the firm’s human, financial, and material resources. The resource allocator distributes resources of all types, including time, funding (finance), equipment and human resources.
· The Negotiator Role: closely linked to the resource allocator role is the negotiator role. In this role managers meet and discuss their differences with individuals or groups for the purpose of reaching an agreement. Managers spend a great deal of their time as negotiators, because only they have the information and authority that negotiators require. Examples include negotiations to buy firms, to get credit, with government, with suppliers, with labor union, etc.
[bookmark: _Toc278312465]1.6 Is management Science or Art?
The question whether management is an art or science has been an issue of debate for a long period of time. Science is characterized by making conclusions based on actual facts and verifies knowledge through cause-effect relationship. It can be generally learnt, thought, and researched to know the universal truth. Managers can work better by using the organized knowledge about management, and it is this knowledge that constitutes a science.
Although we recognized management as a science, it is not as comprehensive or as exact as the other sciences such as physical sciences. This is because the variables with which managers deal are complex and management mostly deals with the human beings. Human beings are not standardized and their behavior is unpredictable. As a result experiments cannot be repeated under standardized conditions.
Art is characterized by using common sense, personal feeling, beliefs, impulses, etc. management like all other practices is an art. It is know-how, skill or how to accomplish the desired objectives with insufficient data and information or when there is limited use of secondary sources of information. Therefore, management in actual sense is neither an art nor science, but it requires both to be successful. Management is one of the most creative arts as it requires a vast knowledge and the innovative skills to apply. Managers should develop new ideas, techniques and strategies and be able to communicate them effectively in the work environment. This leads us to the conclusion that ‘the art of management begins where the science of management stops’. This underlines the importance of making managerial decisions in the absence of sufficient and information by using the decision maker’s common sense.
[bookmark: _Toc278312466]1.7 Universality of Management
Regardless of title, position, or management level, all managers do the same job. They execute the five managerial functions and work through and with others to set and achieve organizational goals. Managers are the same whether the organization is privet or public, profit making or nonprofit making, manufacturing or service giving, and industrial or small firms. Hence, management is universal for the following reasons.
· All managers perform the five managerial functions even if with different emphasis.
· It is applicable for all human efforts; be it business, non-business, governmental, private. It is use full from individual to institutional efforts.
· Management utilizes scientifically derived operational principles.
· All managers operate in organizations with specific objectives.
· Management, in all organizations, helps to achieve organizational objectives.
In sum, management theories and principles have universal application in all kinds of organized and purposeful activity and at all levels of management.
[bookmark: _Toc278312467]Summary
This unit deals with an overview of management. The unit starts by defining management. As it is discussed in the lesson, there is no one single universally accepted definition of management. And it is stated in the lesson that management is the process of planning organizing, directing, and controlling to accomplish organizational objectives through the coordinated use of human and non human resources. Then, the major functions of management are briefly discussed in the lesson. Here, as explained in the lesson, regardless of the type of organizations all managers perform basic functions: planning, organizing, staffing, leading and controlling. 
The significances of management, the question whether management is a science or an art is explained in detail in this lesson. The unit then classified levels of management in to: first line managers, middle levels managers and top levels managers. In managers are also classified as general manager and functional manager based on their scopes of activity.
The different roles of managers as interpersonal, informational and decisional roles are explained in the unit. Besides, the three basic skills that every managers needs: technical skill, human skill and conceptual skill are presented and explained in the unit. And the unit concludes by the universality of management i.e. management theories and principles have universal application in all kinds of organized and purposeful activity and at all levels of management.
[bookmark: _Toc278312468]Self-check questions
1. Define the term management and manager
2. Briefly explain the meaning of management
3. What are the basic managerial functions? 
4. Describe the five managerial functions
5. Explain the major significances of management.
6. Identify the three managerial levels and their duties and responsibilities.
7. State the three managerial skills and explain their relative importance for the three managerial levels. 
8. What is the difference between functional manager and general manager? 
9. What are the major roles of managers? Explain each?
10. Describe the basic characteristics of management that makes it an art, a science?
11. Give your opinion of view; is management a science, an art, or both? Why?
12. What do you mean universality of management? Explain?
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CHAPTER TWO
[bookmark: _Toc278312470]EVOLUTION OF MANAGEMENT THOUGHTS
[bookmark: _Toc278312471]Introduction
The origin of management in the organized way can be traced as back as the origin of human beings. They earned their livelihood by hunting that was carried out in groups. Later possession of land mass became important hence there arose conflict between the groups. Local conflicts were resolved by power using primitive weapon system. Management practices were undertaken in a scientific way early 18th century when industrial revolution took place. World War I saw a marked development in evolution of management concepts. 
Management as a field of study was considered early 20th century. Management principles like delegation of authority, empowerment, leadership, scalar chain, unity of command and motivation were clearly demonstrated in Roman Umpire and their ability to organize can be seen from its expansion. 
Two landmarks are most important in the management study. 
One, publication of classical economic doctrines by Adam Smith in 1776 titled “Wealth of Nations” in which Smith has argued that the economic advantages the organizations and societies would gain from the concepts are: 1) division of labor that promoted 2) skill development. 3) Specialized task allotment. 4) Time measurement in relation to the quantum of work performed. Smith concluded that, division of work would benefit in higher quality of work and higher productivity. 
Two Industrial revolution of eighteenth century, advent of machine power and subsequent development of infrastructural facilities of rail road transportation, communication network, formation of corporations worldwide promoted requirement of people having increased managerial skills and formalized management practices, which gave birth to the formal theories of management in early 1900s. The concept of management was not clear till about mid 20th century. There was a contrast between the thinkers. However, Classical approach of management which propagated Scientific Management and General Administrative Theory was a fabulous development. This followed an intensive research work undertaken by Elton Mayo which is known as How throne studies. It was followed by more recent concepts of Operations Research, process management, systems approach, total quality management and last but not the least the contingency approach. In this chapter let us study various theories as the management progressed.
Objectives of the Chapter
After studying this chapter you should be able to;
· Explain the difference between scientific management and administrative management
· Discuss the major finding in modern management thought
· Explain the emerging management trends
· Discuss the major principles of Taylor taought.
[bookmark: _Toc278312472]2.1 Approaches to Management
As a consequence of industrial revolution in England during 18th and 19th centuries important inventions like lathe machine, power looms and spinning etc. were invented and used extensively. Therefore to manage the affairs of large industrial houses, modern management came into existence. This development has led to emergence of various schools of thoughts. 
[bookmark: _Toc278312473]2.1.1 CLASSICAL THEORIES OF MANAGEMENT
1.  Bureaucracy
Max Weber (1864-1920) a German sociologist introduced the theory of Bureaucracy. His major contribution to the theory is the concept of authority, structure and its inter-se relationship. Weber in his model of bureaucracy stated that there are three types of authority in any organization. First, legal authority indicating that a person holds authority based on legal position or a rank within the hierarchy. Example, a production manager in the industry or a battalion commander in the military organization is legal authority. Secondly, Traditionalauthority, employees obey a person because he comes from a traditionally recognized power holding family or a person belonging to a royal family. Lastly, charismatic authority, which indicates the special power or an appeal that a leader is possesses.
· Elements of Bureaucracy
Bureaucracy plays a vital role in business, government, education or any other large organization. Though the bureaucratic model was suggested about 80 years ago but it still holds good.
 (a) Hierarchy of authority exists in the organization, which involves superior subordinate relationship and chain of command.
(b) Division of work based on competence and functional foremanship.
(c) System of policy, rules, and regulations is necessary to regulate subordinate behavior and to ensure rationality, objectivity, discipline and control.
(d) In bureaucratic model, rule of law exists that leads to impersonal behaviour of employees. Relations are based on position in the hierarchy.
(e) Weber suggests standardization of methods, systems, processes, job contents and tools for smooth operation.
(f) Selection and promotion of employees should be based on competence.
(g) Bureaucracy recognizes legal power derived from the official position held by an individual.
· Evaluation of Bureaucratic Theory
The theory is based on rigid rules and regulations having no consideration for interpersonal relationship based on emotions and human qualities. Power has been considered as the dominant factor to administer the organization leading to self-perpetuation. There are glaring drawbacks in the bureaucratic model namely rigidity, impersonal and mechanistic relationship, higher cost of control and umpire building. Lack of co-ordination and interpersonal communication and lastly existence of blind faith in rules and regulations are some of the drawbacks. The system may work in large government organizations or the organization where there is no change anticipated. The theory does not promote fulfillment of human needs and does not exploit full potential of employees.


1. SCIENTIFIC MANAGEMENT - TAYLOR
Fredrick Winslow Taylor (1856-1915), Frank Gilberth his wife LillanGilberth and Henry Gantt has done pioneering work in the field of management. They evolved methods and techniques and transformed the field of management in which all works were to be done in the scientific way. Taylor’s work was so unique that he eventually came to beknown as the father of scientific management. Taylor joined Midvale steel company as a worker and later he was promoted as supervisor. While working, he completed post graduation in industrial engineering and subsequently joined Bethlehem Steel Company. Salient points of scientific management propagated by Taylor are given as under:
(i) Effective use of human beings in industrial organizations particularly at the shop floor. He introduced various systems to improve the efficiency of workers.
(ii) Taylor stated that managing workforce is an art. He further defined managing as ‘knowing exactly what you want men to do and then see that they do it thebest and cheapest way’
(iii) He standardized the work and introduced better methods of doing it.
(iv) Time and Motion study
(v) Introduction of differential piece- rate system of payment offering additional reward for production beyond the standard lay down.
(vi) Functional foremanship, creating supervisor having direct authority over the workers
· Features of Scientific Management
A. Separation of Planning and doing. Earlier entire work was done by workers. There were no separate teams for planning and executing the work. Taylor divided the entire work into two parts namely planning and doing. It was the responsibility of supervisors to plan the work that an individual worker is required to do and ensure that the tools required by them are made available to them.
B. Functional foremanship. Separation of planning from doing resulted in introduction of supervisory staff system, which could undertake planning work separately. This has led to introduction of functional foremanship though it went against the principle of unity of command. The entire work was divided into two parts i.e. planning and doing. Supervisors headed these departments. Each of the departments was further divided into four functional parts. Planning department therefore consisted of route clerk, instrument card clerk, time and cost clerk and disciplinarian. Supervisor “doing” department had under him speed boss, inspector, and maintenance foreman and gang boss.
C. Job Analysis. Taylor carried out intensive studies on time and motion about each job and incorporated such layout in the operations that involved least movement to the workers, minimum operation time and therefore less cost of production. He also carried out studies pertaining to fatigue and incorporated rest periods so that efficiency of the worker is increased.
D. Standardization. Taylor carried out job analysis and based on the analysis he standardized tools, instruments, period of work, amount of work each worker has to undertake, working conditions and cost of production. This type of improved work culture and working conditions brought revolution in the production units.
E. Scientific selection and training of workers. Workers selection should be carried out on scientific basis. Taylor suggested that workers should be given adequate training and work allotted based on their physical and technical aptitude.
F. Financial incentives. Taylor was a visionary in his approach. He always balanced organizational responsibilities and worker’s responsibilities towards the organization. In his approach he tried to introduce scientific way of doing a job and went in details as to how it could be improved at the same time keeping interests of the workers in mind. He introduced various methods to motivate workers by introducing differential piece- rate of payment system. He fixed targets for each work and they were paid based on efficiency. Anybody who worked beyond the laid down target were paid higher rate of wages and any employee who could not meet allotted target was paid below the laid down rate. He also introduced various incentive systems in the organization so that higher productivity was achieved.
G. Economies. Taylor insisted that internal economy must be ensured by each worker ensuring that there was no wastage in time and material while carrying out the job. Adequate care must be taken at all levels that the work was carried out as per the planning done by the supervisors. Organizations must ensure adequate profitability, which was necessary for survival, he maintained.
H. Mental revolution. Taylor was a firm believer that there must be sound relations between the management and the workers. All disputes should be resolved by mutual discussion within the organization. Close supervision therefore was a part of supervisor’s job. Gang boss was responsible for the smooth flow of the work. Workers were provided necessary tools, instructions pertaining to the job, perfect work environment and advise when necessary.
· Principles of Scientific Management
1. Replacing Rule of Thumb with Science: Taylor introduced standardization, differential piece-rate of payment and carried out detailed work-study about each job in industry. He was the first engineer who separated planning and execution of work in the scientific way and allotted specific responsibilities to each of the persons involved in planning and doing.
2. Harmony in Group Action: All work groups should work in harmony. They must develop the spirit of give and take.
3. Co-operation: Taylor recommended “co-operation among workers as against chaotic individualism. He insisted peace for war; replace suspicion to mutual confidence, friends for enemy”. From this principle one can find out and imagine that there was a shadow of World War I prevailing at the time he carried out his work. He carried out tremendous work to put the organizations on scientific footing and evolved methods to develop harmonious relations among workers.
4. Maximum Output and development of workers: Taylor was of the opinion that development of workers was central to improvement of productivity. He incorporated Gantt graphics in industrial operations. He disliked estimation and insisted precision in measuring the job. Work of Taylor brought near revolution in management and therefore was called the “father of Scientific Management”
ANALYSIS
Scientific management propagated by Taylor made contributions at the production level. It created a near revolution in the field of engineering, production and work performance. It contributed towards efficiency, standardization, specialization and simplification of work. Optimum use of men and material was carried out in scientific way. Taylor emphasized five basic concepts to improve theory of management. These are research, standardization, planning, cooperation and control. He assumed that industrial efficiency could be improved through the application of methods of science. Higher wages were related to higher productivity. He firmly believed that standardization of working conditions, work methods, time and motion study and lastly the planning of daily tasks as important components of industrial efficiency. Taylor failed to appreciate human potential and treated human beings as yet another source. Indeed, he considered human recourse as component of large productive system. Man was literally equated with machine and his motives and desires had no place in the scientific management. The theory was not people oriented. Man was considered a rational being and not the emotional being. This led to exploitation of the human resources by introducing piece- rate of payment and enhanced payment based on units of production. Scientific management advocated fragmentation of work into small units that led to allocation of small part of a whole job to each individual who was controlled mechanically. It induced in the minds of workers to work more and earn more that reduced them to the level of machines. Very little attention was paid to the welfare, security and health of the employees, if any. A centralized controlled system and excessive rules and regulations were required to be implemented by managers. Taylor’s scientific management brought revolution in higher productivity, savings in time, optimum utilisation of machines, expertise, higher rate of payment and materialistic approach in the field of management. The theory was work oriented rather than people oriented. Taylor described scientific management as under: “Science not rule of thumb. Harmony not discord. Co-operation is not individualism. Maximum output, in place of restricted output and the development of each man to his greatest efficiency and prosperity.”
2.  PROCESS MANAGEMENT THEORY – FAYOL
The real father of modern management theory is the French industrialist Henry Fayol. His contribution is generally termed as process management and administrative management. Fayol looked at the problems from the top management point of view. He has used the term ‘administration’ instead of management emphasizing that there is unity of science of administration. This administrative science can be applied equally well to public and private affairs. Therefore, management is a universal phenomenon. However he has emphasised that principles of management are flexible and not absolute and are usable regardless of changing and special conditions.
Industrial Activities
Fayol found that activities of an industrial organization could be divided into six groups
1. Technical – relating to production and maintenance
2. Commercial – buying, selling and exchange.
3. Financial – search for capital and its optimum utilization.
4. Security – protection of property and human beings
5. Accounting – accounting of stores and equipment. Statistics is also covered under accounting.
6. Managerial – activities include planning, organizing, commanding, coordinating and control.
Fayol divided his approach of studying management into three parts.
1. Managerial Qualities
Fayol Considered that manager must have following qualities
(a) Physical ability: relating to health, vigour and ability to effectively addresses the people.
(b) Mental ability: to understand and learn, judgment, mental vigour and adaptability.
(c) Moral ability: energy, firmness, initiative, loyalty, tact and dignity
(d) Educational ability: General acquaintance with matter not belonging exclusively to the function performed
(e) Technical ability: Particular to function being performed
(f) Experience: Arising out of work
2. General Principles of Management
In order to develop managerial knowledge, he developed principles of management. These are given below
(i) Division of Labor:Fayol recommended that work of all types must be subdivided and allotted to number of persons. Sub-division makes each task simpler and results in greater efficiency.
(ii) Parity of authority and responsibility:Authority refers to the right of a superior to give orders to subordinates, take decisions on specified matter, and use the sources of organization. Responsibility on the other hand includes obligation with respect to the performance and achieving goals in a satisfactory manner. This principle suggests that giving authority without corresponding responsibility leads to arbitrary and unmindful use of authority. Authority relates to the power an individual acquire by virtue of his official position. Personal authority can also be derived from intelligence, moral worth and past experience of an individual.
(iii) Discipline:In the context of management means obedience, proper conduct in relation to others and complying with the rules and regulations of the organization. Smooth functioning needs discipline. Discipline is also self-imposed in relation to the work environment. If an individual does not display adequate self-discipline and if it has an adverse impact on the work then he should be warned, suspended, demoted or even dismissed depending upon the gravity of the indiscipline.
(iv) Unity of command:This principle states that subordinate should receive orders and be accountable to one and only one superior. It is necessary for stability, orderly functioning of the organization and accountability
(v) Unity of direction: According to this principle, the efforts of all the members of the organization should be directed towards common goals. The principle seeks to ensure unity of action, coordination of strength and focusing of effects. Eg – Production department should have a single plane and all must work to achieve specified goals in terms of quality and quantity.
(vi) Subordination of individual to general interest:What is in the interest of the organization as a whole must take precedence over the interest of individuals. The efforts should be to bring about convergence of general and individual interest. Organizational interests are common to all employees. These should be above the individual interests. All the employees must set an example and be fair in their dealings. Supervisory staff must be vigilant and carry out supervision of assigned job religiously.
(vii) Fair remuneration to employee:Remuneration of employee should be fair and reasonable. It should be decided on the basis of work assigned, cost of living, financial and position of business He recommends profit sharing by managers and not by workers. Fayol recommends non-financial incentives for workers.
(viii) Centralization and decentralization:Centralization means the concentration of all powers at the top level of management and decentralization means the authority or the power is shared by middle as well as low level of management. Degree of centralization and decentralization depends upon the size of the organization, experience of the superiors and ability of subordinates.
(ix) Scalar chain:Fayol defines scalar chain as the chain of superiors ranging from the top management to the lowest rank. The chain also determines the line of authority. The principle suggests that there should be a clear line of authority from top to bottom linking managers at all levels. It is a chain of command as well as communication. An employee (C) could speak to his counterpart (G) by cutting across the formal chain. Same way B could speak to F. This communication was necessary for organizational efficiency.
(x) Order:The principle is concerned with arrangement of things and placement of people and Arrangement of things—material order and arrangement of people— social order. The people should be assigned specific places of work and that they should be available there and things should be kept at allotted places.
(xi) Equity:means, similar treatment is assigned to people at similar positions. For example workers performing similar jobs should be paid the same wages. The performance should be judged on the same basis for the same category of employees. Equity is combination of justice and kindness. Equity is treatment to subordinates by their superiors for an exemplary behavior. It brings loyalty in the organization. It requires good sense, good nature and devotion to duty.
(xii) Stability of tenure of personnel: Employees should not be moved from their positions frequently. Period of service in a position should be fixed. The individual should not be transferred often as it takes time to settle down in the new appointment. It does not mean that when an employee is due for promotion and a vacancy exists at a new place, should not be transferred. Individual interests must have priority over the other aspects of the organization.
(xiii) Initiative: Employees at all levels should be allowed to take initiative in work related matters. Initiative means eagerness to initiate action without being asked to do so. However it does not imply freedom to whatever people like to do. Initiative increases zeal and energy.
(xiv) Esprit de corps: It refers to team-spirit that is harmony in work group and mutual understanding among workers. Managers must take steps to develop a sense of belonging among the members of the work group. If there is team-spirit then everyone comes forward to help each other. It must be remembered that ‘union is strength’. Written explanation from erring member complicates matter and all issues should be resolved verbally.
· Elements of Management
Fayol has regarded the ‘Elements of Management’ as principles of management. These elements or functions of management are discussed in brief
1. Planning: It is the most important element or function of management and failure to plan leads to hesitation, false step and untimely changes in directions, which causes weakness in the organization.
2. Organizing: It is the process of bringing together physical, financial and human resources and establishing productive relations among them for the achievement of specific goals.
3. Commanding: This function is necessary to execute plans. This function includes the influencing the behavior and work of others in a group to the realization of specified goals in the given situation.
4. Coordination: Co-ordination as a function of management refers to the task of integrating the acts of separate units of an organization to accomplish the organizational goals effectively.
5. Controlling: Controlling refers to the process of ensuring that acts of subordinates and use of resources is in conformity with the pre determined goals. Contribution of Fayol has made the real beginning of development of management as a separate field of study.
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4. Human Relations Era
Human relations era started in 1927 onwards. It was a movement spearheaded by Elton Mayo. The essence of the movement was the belief that the key to higher productivity was employee satisfaction. Dale Carnegie, Abraham Maslow and Douglas McGregor also made the contribution to above philosophy. In this section we will briefly study the contributions made by these scientists.
Hawthorne Studies
Hawthorne studies were initially sponsored by National research council at the Western electric company’s Hawthorne works in Cicero, Illions in the year 1924 but eventually expanded up to middle of 1930s. Engineers of the company carried out initial research, the object of the study was to “examine the effect of various illumination levels on productivity.” The study envisaged formation of control group and experimental group. Control group members worked under constant illumination intensity while the experiment group was subjected to varying intensity levels. It was expected that the individual output be directly related to intensity of light.
Conduct and Findings of the Study
As the illumination was increased in the experiment group, output increased in both the groups. As the light level was dropped in the experimental group, productivity continued to increase in both the groups. Productivity decrease was observed in the experimental group only when the light intensity had been reduced to that of moonlight. These findings baffled the engineers of the Western electric company, who concluded that illumination levels were not responsible for higher productivity. No reason could be ascribed for this phenomenon. Further studies were conducted in Western electric company. Elton Mayo who at that time was working at Harvard University as professor, joined the study group along with his team. Following studies were undertaken by him, which started in the year 1927 and lasted up to 1932.

1. Redesign of jobs.
2. Changes in the length of workdays and workweeks.
3. Introduction of rest period.
4. Individual versus group wage plan.
5. Evaluation of effect of group piece incentive pay system
Elton Mayo and his colleagues carried out the studies where number of variables were tested. These were place of work, place and length of rest pause, length of working days, length of work, method of payment, free mid morning lunch etc, in relation to productivity.
Relay Room Experiment 1 and 2
Mayo started relay room experiment in 1927, which may be treated as actual beginning of Hawthorne studies. Two female assemblers were selected for the experiment. They were permitted to choose four other members to join them in test room, which was segregated from rest of the plant. Complete freedom was accorded to the members of the test group. Each test period yielded higher productivity than what was in the previous period. The relay room experiment did not yield the expected result as in normal environment, also the productivity increment was noticed.
Second Relay Room Experiment was related to the impact of wage incentives on output was under investigation. The norms suggested that output should not vary with the wages – There should be “no rate busters,’ ‘no chisellers, and ‘no squealers’. The groups imposed controls through peer pressure, and sometimes through physical means”. The study was undertaken where Experiment group and Mica splitting Test Room study group were under investigation. Experiment group was placed on a separate small - group piece rate incentive system while Mica splitting group members worked under their normal individual piece – rate plan. Continuous increase in output in Relay Assembly Test Room may be attributed to the wage incentive factor. The wage incentive factor was so dependent that it was virtually impossible to consider it as an independent factor. Researchers did not succeed in proving the above hypothesis.
Mass Interview & Bank Wiring Experiment
Mayo did not succeed in Relay Room experiment to identify the impact of changes in workdays and workweek and individual versus group wage plan. In the third experiment it was viewed to determine the factors that may be incorporated to improve supervisory training programme, no worthwhile results were achieved. Bank wiring study made an observational analysis of the informal work group objective. Data was collected with the help of the observer and an interviewer. It was concluded that there was no improvement in productivity. It was further observed that all (i) men stopped work before Quitting time, (ii) Workers were able to turn out more work and (iii) Tests of dexterity and intelligence indicated no relationship between capacity to perform and actual performance, fear of raising of slower workers acts have really affected production in Bank wiring experiment.
Mayo Concluded that
1. Individual behavior and sentiments are closely related.
2. Group influences significantly affected individual behavior.
3. Group standards established individual output.
4. Money was less a factor in determining output.
5. Group standards, group sentiments and security provided by the group were Responsible for higher productivity.
Elton Mayo made a new beginning on human factor in functioning of the organization and attainment of organizational goals. Hawthorne studies have proved that experiment and behavioral research can play a vital role in management and decision making. Mayo’s contribution will ever be remembered for its contribution to the behavioral approach to management.
Sekaran1 concluded that while the classical theorist subscribed to the notion that appropriate changes made in the work setting with regard to the job will automatically result in increased performance if the workers are trained and rewarded, the human relations theorist had other ideas. Evolving from the Hawthorne studies, the human relations school recognized that workers respond to appropriate changes made in the work setting with their feelings and sentiments and by what they perceive to be the social norms in the work setting. Thus, the study of management shifted from a stimulus – response notion to understanding the stimulus – the worker’s feelings and reactions and, the concept of the “Rational Man” to “Social Man”.
Dale Carnegie
Dale Carnegie published his work on “How to Win Friends and Win People. The theme of his work was to achieve success through winning the co-operation of others. He proposed four principles.
1. Make others important through a sincere appreciation.
2. Strive to make good first impression.
3. Win people to their way of thinking and by “Never telling a man that he is wrong”.
4. Change people by praising their good traits and giving the offender the opportunity to save face.
5. Need Hierarchy Theory-Abraham Maslow
Abraham Maslow’s original work of needs theories was undertaken with the rehabilitation of people in mind. Today, the need hierarchy theory of Maslow is often quoted and used in management to motivate workers. Maslow’s theory of need, generally state five needs of human beings. That is Physiological, safety, belonging, (Social) esteem and self-actualization. One thing that must be remembered is that the original hierarchy needs theory has six needs Maslow called them “Meta” needs, comprising a range of different needs such as ‘cognitive’ and ‘aesthetic’ which exists between esteem and self – actualization needs. Original theory of Maslow did recognize that people’s needs varied at different times, and in hierarchical order. Before a person enters to fulfill higher order needs he must achieve minimum two basic needs (Physiological and Safety). He further stated that needs do not disappear but its potency is reduced and the next higher order need takes precedence, once that is fulfilled the next needs becomes dominating and so on. Needs which are commonly used in the theory and it’s meaning is given below.
· Physiological Needs – Decoration, Vibration, Temperature, Space, Noise, Gas, and Canteen facilities.
· Security Needs – Job description, regularity, role clarity, structure, communication, safety report meetings, agreements, and contracts.
· Social Needs – Joint Tasks, appreciation, sharing offices, recognition and team membership.
· Self – esteem – Being consulted, rank, success, achievement, encouragement, recognition, pre-requisites.
· Self – actualization – Personal or professional growth, autonomy, worthwhile job. Maslow’s hierarchy of needs theory can be applied to the individual’s life span. In the early years of life a person is concerned about fulfillment of basic needs. But when a person takes up a job and experience independence, which is marked by crave for autonomy, he feels that he should be consulted and works to achieve recognition. Employees first want physical and job security later a suitable working environment, appreciation, job stability recognition, growth and autonomy. Thus making a full cycle of need beginning with physiological needs to self – actualization needs.
6. Theory X and Theory Y - McGregor
Theory X and Theory Y were introduced by Douglas McGregor based on two diagonally opposite views of human behavior.
· Theory X
McGregor assumed that average human being dislikes work and will try to avoid it if possible. Employees are lazy, they must be controlled, coerced and even punished to achieve organizational goals. Average employees do not accept responsibility and seek direction from their superiors. They lack ambition. McGregor therefore recommends organizations so structured that enable close supervision, tight control and mangers must exert energy to achieve organizational objective.
After Theory X, there were certain changes in external environment. Entrepreneurs took business seriously and on the scientific manner. There was industrial revolution; management practices were being applied in the business. Because of these changes,  McGregor prorogated Theory Y.
· Theory Y
Theory Y suggests that average human being likes work and takes it as natural as play. Employees can exercise self-direction and self-control and given the proper working conditions, average person seeks responsibilities. McGregor felt that wisdom is widely spread among the employees and they are innovative and can take quality decisions. It therefore assumes that management must appreciate the potential among employees and adopt such management practices like delegation, job enlargement and management by objective. Management must appreciate the individual and organizational goals and create such environment, which is conducive for its attainment. Reward System, recognition and facilities for creativity should be provided.
McGregor in his theory displayed a total recognition of humanistic approach. He laid stress on delegation of authority, setting organizational objectives and leaving it to the employees to attain the same. He carried forward the behavior approach proposed by Mayo, Maslow in mid 20th century. McGregor’s theory Y is as valid today as it was 50 years ago.
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1. Re-engineering
Michael Hammer has coined the concept of re-engineering. Re-engineering is the fundamental rethinking and radical redesign of business processes to achieve dramatic improvements in critical, contemporary measures of performance, such as cost, quality, service and speed. Re-engineering involves total redesign of the job. The process of reengineering begins with a clean slate and a job is planned from beginning till end, the objective of re-engineering is to improve efficiency, performance and overall productivity.
· Steps in Re-engineering Process
Under the re-engineering process, employees are an important element; they must understand the new way of carrying out the task.
1. Mission: The first step of re-engineering is managements rethinking of identifying the basic mission of the organization and deciding what business they are in and what they want to do. This facilitates the desired approach to carry out various processes to attain mission.
2. Process: Top management plays an active role in leading the process, thus ensuring the overall co-operation from the personnel.
3. Creation of Sense of Urgency: An atmosphere of urgency among the personnel regarding the need for re-engineering is necessary. This will ensure commitment of efforts to the case of re-engineering.
4. Identification of Customer needs: Identification of customer needs for reengineering efforts to be successful is essential. To know the customer needs and wants and then creating an organizational structure and team work providing it.
5. Organizational Support: When needs have been identify an organizational support of various departments is essential so that the processes and systems are modified for higher efficiency and increased productivity. Sight of the mission and fulfillment of customer needs is the focus. There are number of examples of re-engineering efforts i.e. conduct of on line interviews, examinations and declaration of results of various technical institutes, introduction of E-business and transfer of money etc.
Benchmarking
Benchmarking is the process of comparing work and service methods against the best practices and outcomes for the purpose of identifying changes that will result in higher quality output. Benchmarking incorporates the use of human resources techniques such as goal setting to set targets that are identified, pursued, and then used as a basis for future actions. The benchmarking process involves both inside and outside the organization for ways of improving the operation. Benchmarking offers the following benefits to the organization.
1. This technique helps organization to compare themselves against the best practices available in the field.
2. Identification of improvement strategies.
3. Assist in learning from others.
4. It helps organization create a need for change in work procedure and assignments.
Benchmarking procedures are practically used by most organization to identify cost of production, expenses on research and development activities. Identifying the cost of training per individual is carried out.
2. Empowerment
Empowerment is defined as “a process that enhances intrinsic work motivation by positively influencing impact, competence, meaningfulness and choice.” Empowered people believe that they are competent, and valued,that their jobs have meaning and impact and those they have opportunities to use theirtalents. Brown and Brown define the process of empowerment as “the orientation of all forces, values, and beliefs which determine human behavior in organizations so that the support and liberate the individual rather than reduce their range of thought and action.”. He believes that empowerment is not just “givingpeople the power to make decisions”. He holds that they already have the power to makeintelligent decisions to help the company operate more effectively. He defines“empowerment as recognizing and releasing into the organization the power, which the people already have in their wealth of useful knowledge and internal motivation.”
Empowerment is very closely tied to the study of organizational behavior. “Empowerment is the authority to make decisions within one’s area of operations without having to get approval from anyone else. there are two major characteristics of empowerment.
1. Personnel are encouraged to use their initiative.
2. Employees are given not just the authority but resources as well, so that they are able to make a decision and see that it is implemented.
In the highly competitive and rapidly changing environment caused due to globalization and liberalization of market economy there has been growing concern for empowerment. Those organizations, which liberate themselves by empowering their people, can survive in the present environment. It must be noted that empowerment is most effective tool of managerial effectiveness to obtain the full potential of employees. In bureaucratic form of organizational structure, there is an established hierarchy of command and the higher authority controls the subordinates down the line. But in organizations where empowerment is practiced, performance of individual is achieved. Empowerment envisages participation, innovation access to information and accountability. Maximum productivity is achieved from the front line operators supported by management in creating value. Empowering organization can be designed through the following:
1. Management by trust, Quality of work life and by implementing other organizational development strategies.
2. Organizing flexible production systems rather than mass production.
3. By introducing customized product with variations for customer needs.
4. By reducing waste and achieving global competitiveness in price.
5. By enhanced efforts in research and development activities.
3. Systems Approach to Management
Kast and Rosenzwing “defines system as an organized, unitary whole composed of two or more interdependent parts, components, or sub – systems and delineated by identifiable boundaries from its environmental supersystems.” From the abovedefinition following aspects stand out.
(i) A system has several parts. These are dynamic in nature and therefore interact with each other.
(ii) The parts or systems are interdependent and interrelated.
(iii) The interdependence is required due to specialized nature of job, division of labor, sharing of limited resources and scheduling of activities.
(iv) Creating various departments that carries out the work in the organization, sub departments and sections.
(v) Work is carried out by teams and groups who performed specialized task to accomplish overall organizational objective.
(vi) Change in one department affect the other departmental work.
A system is therefore composed of several sub system. Every system or sub-system has its own objective and various processes. Personnel employed to manage the system have to play their roles and work under systems that are open. Katz and Kahn include importation of energy, through input, output, and phenomenon. Organization import resources, energy and information from environment; transform them into product and services and export it to the environment where society uses the same. Organizations do not export all that they produce but retain certain portion for its survival and growth.
Organizations carry out modification and improvement based on performance feedback. Organization must also develop the ability to absorb the shocks and influences from the environment by developing inbuilt flexibility and responses. In order to obtain clarity of this concept, take an example of soft drink bottling plant. The plant is a system. Filling plant, marketing of bottles, advertisement may be considered as a sub-systems of bottling plant. Collection of empty bottles from the consumers, washing the bottles and making them ready for refilling may be considered as sub-sub system. All the systems, sub-systems and sub-sub systems are interdependent and intertwined. Without the support of each of the sub-system and sub-sub system, soft drink bottling plant cannot function effectively. If empty bottle collection sub-sub system fails, the bottle plant will come to a virtual halt. The plant draws raw material, technical knowhow, machinery, human resources, land and plant from the environment, transform it into soft drink bottles and export product and services back to the environment, retaining a part of it for survival and growth. A strong bottling plant has to receive shocks from other bottling plants in the form of price war, shortage of raw material and yet ensure survival and growth by using various business strategies. There can be several ways of classifying systems and one may follow any basis. Broadly speaking, Carzo and Yanouzas gave three kinds of sub-systems in an organization as a system – technical, social and power. The technical sub-system represents the formal part of organization and the remaining two, the non-formal one.
These are discussed in the following paragraphs:
A. . Technical Sub-System
When an organization is formed, there is a technical sub-system, which is nothing but an entire formal organization. Organization is structured based on technology, product and market that one is required to serve. Policies, rules and regulations are framed, span of management is created and authority and responsibilities are delegated based on need.
Appropriate engineering, information technology and other considerations are laid down. The organization imports necessary resources from the environment, transform them and export the finished product/services to the environment. In the process, decision making, communication and control measures are implemented. Administrative system ensures balance in the organization, so that no department becomes powerful while carrying out the job. Due care is taken about the status, norms, attitudes and behavioral pattern of employees. The whole arrangements are synchronized, all details are tied up and everybody knows as to what he has to do to achieve the organizational goal. Therefore, this subsystem is called technical sub-system, which exists in all the organizations irrespective of product/ services they produce.
B. . Social Sub-System
Social Sub-System provides social security and social satisfaction to its members. Enrolment of human resources is carried out to match the requirement of job. Individuals have varying degree of interests, capabilities altitudes, beliefs, likes, dislikes. Based on these they join group of like-minded employees to meet their social aspiration even by cutting across hierarchical barriers. It has often been noticed that employees join various social organizations, groups, sports club to enhance their image in the work environment. The employees thus seek a power base to meet the social needs. The process thus leads to emergence of social groups who have their own objectives, structure and role to play.
These groups develop a pattern of social norms, image in the society and subsequently exercise immense power in the society. Members of Rotary or a golf club are some of the examples.

C.  Power Sub-System
Every job is important in the organization. People have to be, not only dependent on others, but also inter-dependent so that the individual, group and ultimately the organizational objectives are met in given time. Specialization has become an important aspect in organization. Individuals display power behavior based on the ability, skill, importance of their job, the critical appointment they hold and lastly the proximity to decision making authority. Some people have more influence areas than others while those who do not care for organizational norms engage themselves in politicking and play opportunistic games. Power sub – system take its firm root based on personality traits, dominant nature, relationship with superiors, ability to influence others, the success story and the like. Therefore the power – holders enjoy extra privileges, status and turn the situation in their own interest.
Technical, social and power sub – systems do not function independently there is an overlap. Infect they are intertwined to a great extent. Individual behavior is displayed and guided by these sub–systems. On occasions individual may behave in such a way that it is different to make distinction between various subs – systems. These sub – systems are a part of larger system say organization as system. Organization itself can be a sub-system of larger system like society and society a sub–system of environmental system. Since the entire sub – systems /systems are interdependent and must function with great precision and coordination. Each of the systems must contribute positively as they are influenced and get influenced by other sub- systems / systems. What in effect emerges as an outcome of this interaction is called emergent system.
The emergent systems remain valid and operative as long as there are no changes in the environment. Once there are changes in environmental factors like technology, marketing variables, social changes etc., and the emergent system take a new form. It is a continuous process and therefore we say change is a constant phenomenon.
4. Contingency Theory of Management
Contingency theory of management is an extension of system approach to management. There cannot be suitable management solutions for all situations. External and internal factors keep changing. Since systems approach cannot appropriately suggest relationship between organization and environment, the gap so created has been fulfilled by contingency approach. The theory suggests:
1. What a manger should do in a particular situation based on the examination of the facts relating to each situation?
2. Contingency theory suggests active inter-relationship between various variables in a situation and managerial action devised. It not only suggests solution to the given situation but also examines various influences of the situation on behavior pattern of the individual and groups in the organization.
The contingency view of organization may be explained in the words of Kast and Rosenzweing as follows: “The contingency view seeks to understand the inter-relationship within and among sub-systems as well as between the organization and its environment and to define patterns of relationship and configuration of variables. It emphasizes the multivariate nature of organizations and attempts to understand how organizations operate under varying conditions and in specific circumstances. Contingency views are ultimately directed towards suggesting organizational designs and managerial actions most appropriate for specific situations. Tosi and Hammer states that when a sub -system in an organization behaves in response to another system or sub – system, we say response is contingent on environment. Hence a contingency approach is an approach where the behavior of one sub- unit is dependent on its environment relationship to other units or sub-units that have control over the consequences desired by that sub-unit.
· Features of the Contingency Theory
1. Management action is contingent on certain actions outside the system or the sub system.
2. Organizational action should be based on the behavior of action outside the system so that organization can be integrated with the environment.
3. Because of the specific organization – environment relationship, no action can be universal. It varies from situation to situation.
4. Internal functions of the organization are generally consistent with the technology; demand placed on the organization by the society, external environment and needs of the members of the organization.
5. Contingency approach suggests suitable alternatives for those managerial actions, which are influenced by external and internal environment like organizational design, strategy formulation, decision systems, leadership styles and organization improvement.
6. Organizational systems are not absolute. They have to adjust or modify considering social, political, technical and economic situations.
· Implications
Contingency approach to management is an important addition to the management theory.
It is a very sophisticated approach because it takes into consideration increasing complexity of organization. The approach emphasizes multivariate nature of organization and suggests organizational designs and managerial actions to specific situations. The theory is contingent on environmental factors like politics, technology and economic situation prevailing from time to time. Contingency views tend to be more concrete and to emphasize more specific characteristics and pattern of inter-relationship among sub-systems. The view recognizes that the environment and internal sub-systems of each organization are somewhat unique and provide a basis for designing and managing specific organizations. Contingency view recognizes the complexity involved in running modern organizations and uses pattern of relationship and /or configurations of sub-systems in order to search a way out. However there are certain drawbacks in this approach. It is not considered as unified theory of management because there is inadequate literature. It does not suggest any action in a contingency. Management actions depends upon situation is not adequate. The theory is difficult for empirical testing. It is complex because there are large number of variables and large number of managerial actions involved. The theory is not proactive, it is reactive.
5. TOTAL QUALITY IN HUMAN RESOURCES MANAGEMENT
The concept of Total Quality Management (TQM) essentially revolves around the effective use of the available human resources. Hence emphasis on training and continuous personal improvement is essential. TQM means that an organization’s culture is defined by and supports the constant quest for customer satisfaction. This involves continuous improvement of organizational processes, resulting in high quality products and services 
· Deming’s Pioneering Work
Pioneering work in TQM was done in Japan through the efforts of Edward Deming. He stressed the need for all the individuals involved to work in a cohesive team, keeping in mind the fulfillment of the given objectives in time. Training in statistical process control techniques is necessary for all, so that quality control of the product being manufactured is maintained in accordance with the standards laid down and corrective measures are taken while the product is being manufactured. In other words TQM is not just a technique that can be turned on when quality improvement is required. TQM is rather a philosophy that requires active participation on the part of both owner and employees. TQM is an ongoing process that is to be approached from the standpoint of continuous improvement by incremental stages. The ability to ensure the quality of a product or a service is, therefore, dependent on the quality of the working relationship between the human beings at the work place. It involves the dynamics of the behavioral processes. For the six best companies of Europe, TQM means continuously improving processes and performance by involving people so as to delight customers.
Deming’s framework of Total Quality Management is aimed at improvement in the quality of the product, reduction in the cost of production, gaining an increased market share, thus ensuring the prosperity of the business. Deming was fully aware of the potential of human beings and knew that TQM could be achieved only by changing the nature of the  organization, stressing the importance of leadership and the need to reduce variations in the organizational processes. Deming proposed 14 principles of TQM:
1. Create consistency of objectives and plans
2. Adopt a new philosophy of quality
3. Cease dependence on mass inspections
4. End the practice of choosing supplies based solely on price
5. Improve the system constantly and continuously
6. Institute training on-the-job
7. Strengthen leadership
8. Drive out fear
9. Breakdown barriers between departments and units
10. Stop requesting improved productivity
11. Eliminate work standards that prescribe numerical quotas and quality standards
12. Remove barriers to pride in workmanship
13. Institute vigourous education and self-improvement programmes
14. Put everyday in the company to work to accomplish the transition to total quality 
Based on the above 14 principles, Deming coined the following four practical policies of TQM:
1. Do it right the first time so as to eliminate costly rework
2. Listen to and learn from customers and employees
3. Make continuous improvement an every day matter
4. Build teamwork, trust and mutual respect
Though Deming’s Total Quality Management revolved around ensuring quality products and services, he nevertheless paid full attention to developing individuals and the organizational culture. This is evident from the fact that of the 14 factors he enumerated, ten pertain to the human beings in the organization that is involved in providing quality products and services. He laid stress on training and development of subordinates, which he believed, was the key to Total Quality Management, as it relates to the improvement of the human resources. Removing barriers to pride in workmanship and improvement of various systems in the organization were other suggestions given by him.
· Juran’s Framework of TQM
Joseph Juran, an electrical engineer was Deming’s collaborator in Japan. He suggested ten principals of TQM.
1. Build awareness of the need to improve
2. Set goals for improvement
3. Organize so as to reach the goals
4. Provide training
5. Conduct projects to solve problems
6. Report progress
7. Give recognition
8. Communicate results
9. Keep score of progress achieved
10. Maintain the momentum by making annual improvement part of the regular system and processes of the company. Juran too laid down stress on the human resources of an organization. He firmly believed that human resource development by various techniques could help bring about Total Quality Management in a company. Selection and maintenance of personnel is not the important pre-requisite for any organization. What is important is that all personnel should keep the company’s objectives as the focus of all their activities and identify ways to accomplish them. Further, the objectives or goals for each department or unit and all resources including the personnel should be deployed for their attainment. Efforts to improve human performance should be taken up as an ongoing process.
Training and development, therefore, merit the serious attention of the management. Training must be progressive in nature, realistic and preferably done on the job to be of real value. Freedom of action should be encouraged among the trainees and the bogey of Zero Defects should not be flouted during training. The trainer should encourage discussion and full participation in a free environment, so that contributions from all the participants enrich the contents of training. Once the stage of tutorial discussion is over, the inputs should be tried out by subjecting the trainees to various exercises and later to practical cases. Their reactions should be observed and corrected by the facilitator. No compromise should be allowed. Those found fit should be allowed to go up. Psychological testing, especially of managers, during the recruitment stage is recommended. It should be the endeavour of each head of unit to ensure that all employees are trained in such a way that they are capable of undertaking jobs one step above the existing one, without losing time and without any additional efforts. This will ensure higher performance and job satisfaction for each individual. Steps must also be taken to relate performance to recognition. Recognition fosters job satisfaction and promotes a sense of belonging in the organization one is serving. Juran’s teachings emphasize the idea of managing for quality and getting it “right thefirst time”, rather than inspecting things into finished 
· Philip B Crosby’s Approach
If Deming and Juran are credited with jump-starting the quality movement in Japan, Crosby can be credited with the quality awakening in the United States through his 1979 bestseller Quality is Free: The Art of Making Quality Certain: Croby’s approach to quality is based on management commitment to quality goals, prevention of defects and respect for employees and their efforts. Crosby advocates zero defects as the quality performance standard for everyone in the organization. This calls for a change in the culture of the organization. Crosby lists four new essentials of quality management, which he calls “the absolutes”.
1. Quality is defined as conformance to requirements
2. Quality is achieved by prevention not by appraisal
3. The quality performance standard is zero defects
4. The cost of lack of quality is measured by the price of non-conformance
The key points which are derived from the absolutes are: The need to understand customer requirements; a management commitment to satisfying the customer; communicating customer requirements to the workforce; training the workforce to produce to customer requirements; prevention of errors by a proper understanding of the process involved in producing products and services; doing things right the first time as a management performance standard; creating an enabling environment to achieve such standards; and measuring and publicizing the cost of rejects, reworks and waste. Crosby talks about the three stages in the evolution of a total quality culture: first, the conviction that quality is an asset; next a commitment to implement quality as a way of life; and finally, the conversion of the entire organization to this way of life.
[bookmark: _Toc278312476]SUMMARY
Management has been in existence since the birth of human race. Only the form and the intensity are differed. However management has been recognized as an independent field during 18th century and it made its mark during World War I. At the beginning of 20th century classical theories gave a solid foundation to the field of management. Three streams emerged during that period namely 1) Bureaucracy Theory by Max Weber-1900. 2) Scientific Management Theory by Taylor-1910. And 3) Process Management Theory which is also called Functional management and Administrative Theory by Henry Fayol-1910. Major contribution of this period has been tremendous. Max Weber has been pioneer in putting the business on a correct footing by introducing strict rules and regulation, hierarchy of command and control system, standardization, rule of law leading to impersonal behavior, selection and promotion based on skills and competence and concept of power which is derived from the official position held by the individual. Taylor transformed the industrial floor processes. His major contribution to the field of management is 1) Concept of functional foremanship. 2) Time and motion study. 3) Differential piece-rate system of payment. 4) Concept of supervision. However, Taylor failed to recognize the real potential of human beings and treated them yet another source. Taylor described scientific management as under: “Science not rule of thumb. Harmony not discord. Co-operation is notindividualism. Maximum output, in place of restricted output. The developmentof each man to his greatest efficiency and prosperity.”He is called Father of Scientific Management.
Henri Fayol has developed Administrative management theory, thereby propagating supremacy of administration over management. He identified 14 principles of management. He proposed that authority and responsibility go hand in hand. Paid special attention to division of work, unity of command, scalar chain, spirit–de corps, justice, and evolved policies that promoted human resource in terms of reward and growth. He was known real father of management by virtue of his extensive work. The principles are still valid even today.
Classical theories failed to appreciate the significance of human element in management. Too much standardization, rules and regulation and bogie of improving productivity had stalled to recognize the importance of human beings. The study carried out by Elton Mayo envisaged the consideration of human element and adopted a humanistic approach. Following studies were undertaken by Mayo between 1927 to 1936.
(a) Effect of illumination on productivity
(b) Relay room experiments 1 and 2.
(c) Mass interview and bank wiring experiment
The studies established:
1. Individual behavior and sentiments are closely related.
2. Group influences significantly affected individual behavior.
3. Group standards established individual output.
4. Money was less a factor in determining output.
5. Group standards, group sentiments and security provided by the group were responsible for higher productivity. The studies established the need for changes for job design as under:
(a) Redesign of jobs.
(b) Changes in the length of workdays and workweeks.
(c) Introduction of rest period.
(d) Individual versus group wage plan.
(e) Evaluation of effect of group piece incentive pay system
With this the concept of worker shifted from that of the “rational man to social man”.
In middle of the 20th century Dale Carnegie published his work on how to win friends. Abraham Maslow introduced Need Hierarchy Theory. In his theory he stated that there are five need of any human being. The needs are in a particular order. Once the lower level needs is satisfied, its intensity reduces and the new need emerges which has higher intensity and therefore individual attempts to satisfy the same. Needs do not disappear but its intensity is reduced. The five needs mentioned by Maslow are 1) Physiological need. 2) Security need. 3) Social need. 4) Esteem need. 5) Self-actualization need. McGregor during the same period introduced Theory X and Theory Y. Theory X relates to the assumption McGregor made about human beings. He stated that human beings are basically lazy, donot like work, are irresponsible, lazy and lack ambition. He therefore, recommended that the organization structure should be so designed that should lend itself to close supervision, tight control over the employees. Theory Y, on the contrary suggests employees as ambitious, hard working, responsible, innovative and self directed. He therefore, recommended managerial practices like delegation of authority, job enlargement, and management by objective and creation of such environment that is conducive to higher productivity. The Human Relations Era though still continues, but due to technological advancement, and introduction of computer and information technology a need has emerged to fasten the space of production and maintenance of quality. Hence a modern management era began. Processes of re-engineering, bench marking, management by objective and empowerment were introduced. Total quality management concepts of Deming and Juran have created a revolution in Japan and US. These concepts were introduced so that customer satisfaction is achieved, competiveness is maintained and satisfaction of stake holder is achieved. Zero error syndromes were in vogue. Systems approach tried to be practiced by all organizations which envisaged latest technology, process up gradation and adoption of systems that cut down operation time and were economical to the organization. This did not cater for any contingency and managers had to evolve fresh strategies every time. Hence contingency theory was introduced. The theory caters for managerial actions in various contingencies. Contingency theory suggests organization designs and managerial actions should be specific for a particular situation. Information technology, electronic media and introduction of computers had made a near revolution in the society. Communication efficiency increased tremendously. Managers are in position to acquire information of value that enables them to take fast and quality decisions. This phenomenon has improved the efficiency of organizations.




















[bookmark: _Toc278312477]Self test questions
Answer the following questions in your notebook. Do not look into the text while writing your answer. However, at the end, refer to the text and see how many of the questions you have answered correctly
1. Trace out the evolution of management theories. Identify major landmarks in the process.
2. Explain in detail the Bureaucracy theory of Max Weber. What were the strong points of this theory? Are they still valid? Discuss the concept in detail with suitable examples.
3. Explain scientific management theory of Taylor. What is his contribution to science of management?
4. “Process management theory was one step ahead of scientific management”. Do you agree with this statement? Explain various factors considered by Fayol. Discuss principles of management propagated by him. Are they still valid in the present environment?
5. What are various experiments carried out by Elton Mayo? Explain in detail the illumination experiment carried out at Howthrone. What are its findings?
6.  Explain Systems Theory to manage an organization. What are its drawbacks?
7.  Explain Contingency approach to management.
8.  Explain Need hierarchy theory of Abraham Maslow. Carryout analysis of the theory.
9.  Explain the following concepts
(a) TQM
(b) Re-engineering
(c) Empowerment
(d) Bench marking
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[bookmark: _Toc278312479]PLANNING FUNCTION
[bookmark: _Toc278312480]Introduction
Planning is the first managerial function that all managers perform at different levels. It is very important because it lays down the groundwork for the other functions. Planning is a very interesting topic. 
 Objectives of the chapter 
After studying this chapter, you should be able to:
· explain the meaning nature and importance of planning;
· discuss the characteristics of planning ;
· understand the different types  and classification of plans;
· describe  the major steps of the planning process;
· explain the practical limitation of planning;
3.1 Meaning, Nature and Importance of Planning 
3.1.1 Meaning of Planning 
Planning is the most fundamental function of management. An organization can succeed in effective utilization of its scarce resources when its management decides in advance its objective, and methods of achieving them. Without this purposive and coordinated effort, the results are chaos, confusion, and wastage of resources. Planning is the dynamic process of making decisions today about the future actions: and it is a selection or choice among alternatives as to: what mission or objectives be achieved, what actions should be taken, what organizational structure be assigned, how the end can be achieved, when to achieve it, who is to do it, where to do it. It bridges the gap between where we are now and where we want to be.
Planning is preparing today for tomorrow; it the activity that allows managers to determine what they want and how to get it: they set goals and decide how to reach them. Planning focuses on the future: what is to be accomplished and how. 
In general, planning answers six basic questions in any intended activity:
· what (the goal or goals)
· when (the time frame in which it will be accomplished)
· where (the place or places where the plans or planning will reach its conclusion)
· who (which people will perform the tasks)
· how (the specific steps or methods to reach the goals)
· what resources (resources necessary to reach the goal)
3.1.2 The Nature of Planning 
The essential nature of planning can be understood by focusing on the following points.
1. The primacy of planning 
All the five managerial functions; planning, organizing, staffing, directing and controlling- are designed to support the accomplishment of organizational objectives. However, planning precedes the execution of all other managerial functions, because all other managerial functions must be planned if they are to be effective. This does not mean that planning is the most important of all other managerial functions, because to be important or useful all other functions have to accompany it. 
Planning generates goals and sets the foundation for organizing resources and activities to achieve the goals. Additionally, even the structure of the organization is developed to achieve company’s objectives and should change when the objectives change. The plans of the company-whether to maintain the status quo, to expand or to contract operations- are influences human resource planning and the entire staffing process. Planning provides the guidelines for directing the employees and for what is communicated to them. Planning establishes the foundations for the control function because it specifies what is to be accomplished and provides a standard for measuring progresses. 
2. Planning is a continuous process 
Planning is a never- ending activity of a manager. However, this does not mean that the manager never completes work on a specific plan. The budget for a specific period may adopted, but the manager who approves it must immediately shift his attention to other planning activities and must soon begin consideration of the budget for the next period. Planning deals with the future and the future is full of uncertainties. Hence, planning is subject to revision. It needs frequent revision in response to changes in the internal and external environments of the organization. Therefore, as far as the organization is in operation, planning is in continuous processes. The more continuous the planning is, the higher its efficiency.
3. The pervasiveness/universality of planning
Planning is a function of all managers, although the character and breadth of planning varies with each manager’s authority and with the nature of policies and plans outlined by superiors. Thus, planning is not the responsibility of the top manager or the staff-planning department only; all those who are responsible for the achievement of results, have an obligation to plan in the future. However, managers at higher levels, being responsible for a relatively larger unit of the organization, devote a larger part of their time to planning, and the time span of their plans tends to be longer than that of managers at lower levels.
4. Planning is the means to an end
Planning is not an end by itself. It is a means to an end (meeting objectives). Planning is an instrument that pushes people towards the achievement of objectives.  
5. Plans are arranged in a hierarchy
Plans are first set for the entire organization. The corporate plan then provides the framework for the formulation of divisional, departmental, and sectional goals. Each of these organizational components sets its plans, programs, projects, budgets, resource requirements, etc. As shown in the figure below, unit plans are sum up to form sectional plans when summarized at corporate level, form corporate plan.


Figure 3.1 Hierarchy of plans
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3.1.3 Importance of Planning
Without planning, business decisions would become random, ad hoc choices. The following concrete reasons for the paramount importance of the planning function.
· It provides direction and sense of purpose: It is through planning that we can establish our objectives. Plans focus attention on specific targets and direct employees effort toward important outcomes. Once the organizations know what they know can and can’t do over the future, they began to set objectives based on their capacity and the order of activities needed to accomplish their objectives. It provides direction and a common sense of purpose which enables both employees and managers to coordinate, unite, and guide their actions.
· Reduces uncertainty and anticipates the future:  By providing a more rational, fact-based procedure for making decisions, planning allows managers and organizations to minimize risk and uncertainty. Managers should cope with changes in their organizations and functions in their environment through planning. Anticipating and preparing for possible future changes enables managers to control their environment. In so doing, planning answers “what-if” questions.
· Provides basis for controlling; In planning, the manager gets goals and formulate plans to accomplish these goals. These goals and plans then become standards or benchmarks against which performance can be measured. The function of control is to ensure that the activities conform to the plans. Thus, control can be exercised only if there are plans.
· Promotes efficiency; Planning provides the opportunity for a greater utilization of the available organizational resources, because in planning we determine how many resources are necessary to reach the goals, and how to use these resources.
· Provides the base for cooperative coordinated efforts; Management exists because the work of individuals and groups in organizations must be coordinated, and planning is one important technique for achieving coordinated effort. Planning provides the basis for organized and coordinated effort by defining the objectives of the organization and the means for their achievement.
· Developing managers: The act of planning involves high level of intellectual activity. Those who plan must be able to deal with abstract and uncertain ideas and information. Planners must think systematically about the present and the future. Through planning, the future state of organization can be improves if its managers take an active role in moving the organization toward that future. Planning then implies that managers should be proactive and make things happen rather than reactive and let things happen. Through act of planning, managers not only develop their ability to think futuristically but, to the extent that their plans are effective, their motivation to plan is reinforced. In addition, the act of planning sharpens manager’s ability to think as they consider abstract ideas and possibilities for the future.
· Provides guideline for decision-making; Decisions in an organization made in alignment with the plans and in accordance with desired outcomes. Managers make decisions on problems of recurring nature based on strategies and policies of the organization. Through specifying the actions necessary to accomplish the goal of the organization, planning serves a framework for decision-making.
[bookmark: _Toc278312482]3.2 Types of Plans
Plans can be classified based on different bases or dimensions. These are:
· Scope/breadth dimension,
· Time dimension, and
· Use/repetitiveness
[bookmark: _Toc278312483]3.2.1 Scope/Breadth Dimension
Scope refers to the comprehensiveness of the plan, or it refers to the level of management where the plans developed/formulated. This dimension creates hierarchy of plans. Based on scope we can classify plans into strategic, tactical and operational.
· Strategic plan; defined as plans that determine the major objectives of an organization and the policies and strategies designed by top-level management to govern the acquisition, use and disposition of resources to achieve organizational objectives.
The following are distinguishing characteristics of strategic plans.
· Strategic plans require looking inside of the organization at the internal environment of the organization for strength and threats.
· Strategic plans require looking outside of the organization at the external environment of the organization for threats and opportunities.
· They take longer period.
· They tend to be top management responsibility 
· They address such issues as: 
· How to allocate resources; 
· What business are we in? and 
· What business should we be in?
· Tactical Plans: Tactical plans are the means to achieve strategic plans and their usual span is one year. They usually center on translating the broad objectives set by top-level management into more specific goals. 
The following are distinguishing characteristics of tactical plans.
· It is an intermediate plan that helps to reduce long range planning in to intermediate one by increasing the amount of specificity and the actions goal oriented. 
· Tactical plans are specific and more goals oriented than strategic plans. 
· Middle level management in consultation with lower level management develops them. 
· Tactical plans are the means charted to support the implementation of strategic plan and achievement of tactical goals. 
· It is narrow scope than strategic plan and wider than operation plan; but more detail than strategic plan and less detailed than operational plan.   
· Operational Plans: Operational plans are concerned with the day-to-day activities of the organization and are made and/or developed by lower level managers in consultation with middle level management. Operational plans spell out specifically what must be accomplished to achieve specific operational goals. It is concerned with the efficient, day-to-day use of resources allocated to a department manager’s area of responsibility. Operational plans have relatively short period (<1 year). It is the most detailed and narrowest plans compared to the above two.
[bookmark: _Toc278312484]3.2.2 Plans Based on Use Dimensions
Use-based plans indicate whether we can use the plans repeatedly for uniformity or for a single period. Based on use dimension, plans could be further classified in to single-use plans and standing use plans.
· Single-Use Plans: -These types of plans focus on relatively unique situations within the organization and used only once. They are plans aimed at achieving specific goals that, once reached, will most likely not recur in the future and dissolved when these have been accomplished. These plans can be subdivided into:
I) Programs: Programs are a complex of goals, policies, procedures, rules, task assignments, steps to be take, resources to be employed and other elements necessary to carry out a given course of action. They are ordinarily supported by budgets. A program may be as large in scope as placing a person on the moon or comparatively small as improving the reading level of fourth grade students in a school district. Whatever its scope, it will specify many activities and allocation of resources within an overall scheme that may include such other single use plans as project and budgets. A program may be repeated with modification but not as it is.
E.g. The Ethiopian airlines may have a major program of acquiring a $500 million fleet of jets within a period of two years.
II) Projects: A project is a small and separate portion of a plan. Each project has limited scope and distinct directives concerning assignments and time. Projects are characterized by the following
i. They are a one-time activity or a unit activity with a well-defined set of desired results.
 ii. They can be accomplished in order to achieve the project goals.
iii. A project must often be coordinated with other projects being carried out by the same parent organization.
E.g. building a warehouse can be considered as a program. In the warehouse example, typically project might include the preparation of layout drawings, a report on labor availability, and recommendation for transferring stock form existing facility to the new installation. 
III) Budget: Budgeting is the formulation of plans for a given future period in numerical or financial terms. A budget is a financial plan outlining how funds will be spent in a given period of time and how these funds will be obtained. Budgets have to be based on past experience present realities and an accurate assessment of future events.
· Standing-Use Plans: -These are plans, which remain roughly the same for a long period and used in organizational situations that occur repeatedly. Standing plans are plans that provide an ongoing guidance for performing recurring activities. They became necessary when the same kinds of actions are to be taken repeatedly. Standing plans become valuable under relatively stable situation. Once established, standing plans allow managers to conserve time used for planning and decision making because similar situations are handled in a predetermined, consistent manner. For example a bank can more easily approve or reject loan requests if criteria are established in advance to evaluate credit ratings, collateral assets, and related application information. The most common kinds of standing plans are:
i) Policies: Policies are broad and general guides to action that constrain or direct and facilitate objective attainment. They do not tell organizational members exactly what to do but they do establish the boundaries within which they must operate and ensure that decision will be consistent with and contribute to an objective. Policy is a general statement or understanding which guides or channels thinking in decision-making.


Requirements for a sound policy:
· They should be consistent with strategies and objectives.
· They should be renewed frequently and amended as needed.
· Policies should be in writing.
· Written policies are more precise than unwritten ones.
· They can be transmitted quickly to those who must implement them.
· Written policies are easier to understand and less time-consuming to communicate to new managers and management trainees.
Advantages of policies
Policies help to save time.
Policies help to prevent managerial mistakes.
Policies help to improve the consistency of managerial performance.
ii) Procedures: A procedure is a series of related steps or tasks expressed in chronological order for a specific purpose. Procedures are defined in step-by-step fashion through which policies are achieved. They are guides to action rather than to thinking and they give the details of the exact manner in which certain activities must be accomplished.
 The following are some of the requirements for sound procedures.
Procedures should be simple enough to be understood by those who implement them. 
They should be in writing.
They should be tested prior to full adoption.
They should be well communicated so that they may be thoroughly understood by those who are required to follow them.
iii) Rules: Rules are statements that a specific action must or must not be taken in a given situation. Rules leave little doubt about what is to be done. They permit no flexibility and deviation. A rule is ongoing, specific plans for controlling human behavior and conduct at the work. Unlike procedures, rules do not have to specify sequence. Procedures and rules are subsets of policies.
Example of a rule: Employees must wear safety clothes and equipment while operating their machines.
[bookmark: _Toc278312485]3.2.3 Plans Based on Time Dimension
These plans show how long they stay in operation. Based on time frame or length of them, we can classify plans into three; these are
· Long-term Plans: -These plans establish long-term goals and work out strategies, policies and programs to achieve the goals. They extend beyond five years.
· Medium-term Plans: -These plans are usually made to support long-term plans. They cover a period of more than one year, but less than five years. Here the length of time may vary from one business to another depending on the nature, risk and other factors.
· Short-term Plans: - Generally, such types of plans are made to achieve short-term goals and are instrumental in implementing long-term plans. These plans are action-oriented and the responsibility of lower level managers.
[bookmark: _Toc278312486]3.3 Planning Process
The formal approach to the planning process depicted hereunder can serve as a general model which can be applied, with some modification to the planning process of any organization, whether it is large or small, profit-making or not for profit. 
The following are the steps.
1. Establishing Clear-cut Objectives; An objective provides the direction for all managerial functions; especially planning, objective setting is an important first step in the planning process. Objectives specify the expected results and indicate the ends of what is to be placed and what is to be accomplished by the network of strategies, policies, procedures, rules, budgets and programs. Thus, every organization has to establish its goals or objectives. 
Objective setting is a three steps process, which involves assessing the present situation, anticipating future conditions, and then setting the objectives. It is only after the managers have at least the rudimentary knowledge about their capabilities and available opportunities that objective setting does make sense.
In the absence of this step, the energies of the people or the non-human resources may be wasted.
1. Establishing the Planning Premises and Constraints: Premises are assumptions about the environment in which the plan is to be carried out. Knowledge of the organization’s goals and existing conditions provide a framework for defining which aspects of the environment will have the greatest influence on the organization’s ability to achieve its objectives. This involves examining the external and internal factors which affects the performance of the organization: the external environment (for threat and opportunity) through PEST analysis and internal environment (for strength and weaknesses) trough self-audit.
· Strengths are internal competencies possessed by the organization in comparison with the compotators.  These include structure and policies of the organization, location, financial soundness, knowledge of personnel, quality of facilities etc.
· Weaknesses are attributes of the organization, which tends to decrease its competence in comparison to its competitors.
· Threat is reasonably probable events, which if it were to occur, would produce significant damage to its organization. 
· Opportunity is a combination of circumstances, time, and place which if accompanied by a certain course of action on the part of the organization, it likely to produce significant benefits.
The more thoroughly individuals charged with planning understand and agree to utilize consistent planning premises, the more coordinated enterprise planning will be. Forecasting is important in premising, because the future is so complex; it would not be profitable or realistic to make assumptions about every detail of the future environment of plan.
2. Identifying Alternative Courses of Action: Alternatives are course of actions that are available to a manager to reach a goal. In developing alternatives, a manager should try to create as many roads to the objectives as possible. Usually the more common problem is not in finding alternatives, but in reducing the number of alternatives so that the most promising way to be analyzed requires the assessment of their probable consequences. Thus, the planer must usually make a preliminary examination to discover the most fruitful possibilities.
3. Evaluation of Alternative Courses of Action: Having sought out alternative courses and examined their strong and weak points, the planner must next evaluate them by weighting them in the light of premises and goals. Then an adjustment for the forecast plan, if any, must be made; see if the cost, time and quality requirements are satisfied and if mechanization expedites the work or the achievement of the desired end in terms of each possible course of action. This is a step in planning process that operations research and mathematical as well as computing techniques have their primary application to the field of management
4. Choosing the Proposed Plan: Selecting the course of action is the point at which the plan is adopted-the real point of decision-making. The analysis of each alternative’s disadvantages, benefits, costs and should result in determining one course of action that appears better than the other does. Here one has to make sure that if the plan possesses flexibility to adjust to varying conditions, acceptance of the plan by operating personnel as well as the existing capacity of the firm and need for new equipment, space, personnel training and supervision.
5. Arranging Detailed Sequence and Timing for the Proposed Plan; At this point decision will be made that support the basic plan of chosen action chosen; that is, identification of the derivative plans that support the major plan of action, the sequence of the activities necessary to accomplish the desired aim and other details required to implement the plan should be ascertained.
6. Numberizing Plans by Making Budgets: After decisions are made and plans are set, the final step is to give them meaning by numberizing plans, i.e. budgeting to establish verifiable targets of achievement to facilitate controls. Budgeting is the means of adding various plans together and set important standards against which planning process can be measured.
7. Implementing the Plan into Action: So far, all activities are related to mental and paper works. This practice/activity alone would bring about nothing to the planner. Therefore, they must be tested in action; the plans must be implemented. Implementation involves determining who will be involved, what resource will be assigned, how the plan will be evaluated and the reporting procedure. 
8. Monitoring and Evaluating the Implementation: The planner/manager should monitor/supervise how the implementation is going on and should be certain that the plan is implemented as it was intended. When the planner/manager plans, he/she sets a result to be attained at a specific period of time in the future. Therefore, she/he should compare/check the actual results with the expected results. To facilitate this, proper records and sufficient reports must be collected over a reasonable period of time and must be reported to management members to measure results as well as what remedial or correcting action could be proposed if results indicate weakness when plans are in action i.e. future, plan must have flexibility. 
[bookmark: _Toc278312487]3.4 Characteristics of Good Planning
Every sound plan must have these characteristics:
· Objective: planning should, first all, base on objective thinking. It should be factual, logical and realistic. It should be directed to achieving organizational goals rather than personal objectives.
· Futurity: since a plan is a forecast of some future actions, it must have the quality of futurity; otherwise, it has little values as a basis for future action. If a plan is to be effective, it must foresee with reasonable accuracy the nature future events affecting the industry and the firm.
· Flexibility: because no can foresee thy must adjust smoothly and quickly to changing condition without seriously losing their effectiveness.
· Stability: stability is related to flexibility. A stable plan will not have to be abandoned because of long-term change in the company situations. It may be affected by long rang developments, it should not be changed materially from day to day.
· Comprehensive: a plan must be comprehensive enough to provide adequate guidance, but not so detailed as to be unduly restrictive. It should cover everything required of people, but not in such detail that it inhabits initiative.
· Simplicity and clarity: although a good plan must be comprehensive, it should also be simple. A simple plan seeks to attain its objective with the fewest components, forces, effects and relationships. A plan should not be ambiguous. Lack of clarity makes understanding and implementing difficult.
[bookmark: _Toc278312488]3.5 Limitations of Plans
Though planning function is a primary function of management and it facilitates other functions of management, it suffers from certain limitations. Most of the limitations related to the uncertainties of the future. Planning should base on reliable information about the future. If reliable information is not available, planning loses its importance. Here the controversy is not on planning or not planning; but on the context of planning techniques. Planning is necessary for every organization because unplanned operations produce chaos and disorder universally without any exception.
Major planning limitations classified into two categories.
Internal Inflexibilities: Internal inflexibilities are those that exist within an organization. Major internal inflexibilities that may limit planning related to human psychology, policies, procedures, and capital investment.
a) Psychological Inflexibility: Managers and employees in an organization may develop patterns of thought and behavior that may be hard to change. Managers instituting a new plan are often frustrated solely by the unwillingness or inability of people to accept change. Therefore, it requires patient selling of ideas, careful spreading of information, aggressive and intentional development of a tradition of change among the members of the organization.
b) Policy and Procedural Inflexibility: Closely allied to psychological inflexibilities are those internal rigidities that are built into policies and procedures. Once established policies and procedures become ingrained in an enterprise and changing them becomes difficult. This problem is common in most organizations, as they get older. Effective planning requires an environment of change, with some reasonable degree of freedom and willingness to assume the risks of mistakes. This cannot happen in an enterprise bound by the strait jacket of inflexible policies and procedures.
c) Capital Investment: In most cases, once money is invested in a fixed asset the ability to switch courses of future action becomes rather limited and the investment itself becomes a planning premise. Inflexibilities also exist where investment sunk in items other than what are normally regarded as fixed assets. An investment in training of a particular kind or in building up a certain customer reaction product-through advertising, packing or otherwise may become a fixed asset. Unless an organization can reasonably liquidate its investment or change its course of action or unless it can afford to write off the investment, these conditions may block the way of change.
External or Imposed Inflexibilities: These inflexibilities usually emerge from sources outside of the organization. Some of the major external inflexibilities include:
a) Political Climate: Every enterprise, to a greater or lesser degree is faced with the inflexibilities of the political climate existing at a given time. If the local government or the state activity regulates business, managers must take this into account in planning.
b) Labor Unions: The existence of strong unions, particularly those organized on a national basis, tends to restrict in planning. The numerous wage and working condition provisions of union contracts and the influence of union policies on employee productivity and attitudes must be taken into account. In addition to being important governmental influences, they often give rise to definite inflexibilities. But this trend is less in socialist socio-economic formation because of the nature or form of ownership (social ownership of property).
c) Technological Change: The role and nature of technology change also present very definite external limitations up on planning. There are perhaps few things as unyielding as the state of technological development at a given time. At any given time, the status of technological progress is relatively inflexible.
d) Sociological and Cultural Factors: The important sociological and cultural factors, which are relevant in relation to the enterprise include inter-organizational and individual cooperation or conflict. Class structure and labor mobility, view towards authority, responsibility and delegation, view towards change and risk taking, etc. are also some of the inflexibilities that restrict the freedom of planning.
e) Educational Variables: Under this factor the important conditions that tend to restrict the scope of planning include, literacy level and attitude toward education, type of education, scope of the education, and educational match with the skill requirements of industry and manpower utilization, etc.
[bookmark: _Toc278312489]3.6 Organizational Objectives
Objectives specify future conditions that a manager hopes to achieve. 
The following are the characteristics of sound objectives.
· Priority of objectives: This implies that at a given time, accomplishing one objective is more important than accomplishing others. Priority of objectives also reflects the relative importance of certain objectives regardless of time.
· Hierarchy of objectives: Objectives are arranged in hierarchy from overall companywide objectives to individual objectives.
· Organizational objectives should be stated in writing: Objectives should be specific and communicated clearly to all so that all members of the organization are aware of what is expected from them. This eliminates ambiguity and confusion.
· Objectives should be specific and measurable: General objectives are difficult to interpret and measure.
· Objectives should be realistic and attainable: Over optimistic but unrealistic objectives serve as moral deflators and hence are ineffective.
There are two objective setting approaches.
a) A Cascade Approach from Top to Lower Organizational Units.
i) The objective setting processes begin at the top with a clear and concise statement of central purpose of the organization.                                                                                               
ii) Long-range organizational goals are formulated for this statement.
iii) The long-range goals lead to the establishment of more short-range performance objectives for the organization.
iv) Derivative objectives are then developed for each major division or department.
v) Objectives are then established for the various sub units in each major division.
vi) The process continues down through the organizational hierarchy.

b) Management by Objectives (MBO) 
It is a system of management whereby managers work in conjunction with subordinates to identify goals and make plans for achieving them. MBO involves the following four steps.
i) The manager explains the rationale and methodology of MBO to subordinates.
ii) The superior and subordinate meet to set objectives for the coming plan period.
iii) One or more intermediate review of performance are conducted to determine if the individual is making satisfactory progress towards attaining the established goals.
iv) At the conclusion of the time period set for the achievement of the objectives, a final review is conducted. In the review the manager should attempt to determine   “What went wrong?” “What went right?”
[bookmark: _Toc278312490]Unit Summary
Planning has been defined previously as one of the major functions of management. However, since planning is a bridge between the present and future, it has been called the primary management function. Planning is a future oriented and determines on organizations direction. It is a rational and systematic way of making decision today that will affect the future of the company. It involves the predicting of the future as well as attempting to control the event. It also involves the ability to foresee the effects of current action in the long future.
An effective planning program incorporates the effect of both external as well as internal factors. The external factors are shortages of resource, capital and material, dynamic technological advancement, government regulation etc. The internal factors that affect planning are limited growth opportunities due to saturation, changing pattern of work force, more complex organizational structure, decentralization etc…
The issue of why planning (importance of planning), nature, characteristics, types of planning and organizational objectives are briefly presented in the lesson. Even though planning and plans are so important to organizational success, a recent study revealed that most managers are very reluctant to actively participate in the planning process. Sometimes, even top managers show likewise support for the process thus serving as poor role models for lower management. Planning should be an integral part of the organizational routine and not as a special activity that would severely test a manager’s skill and ability.
[bookmark: _Toc278312491]Self Test Questions
Answer the following questions in your notebook. Do not look into the text while writing your answer. However, at the end, refer to the text and see how many of the questions you have answered correctly
a. Define the following  concepts
i) Planning, ii)MBO, iii)Objectives, iv) Policies, v) Procedures, vi) Programs, vii)Project, viii) Rule, ix) Strategies, x) Budget
b. Briefly discuss the meaning of planning and its nature.
c. Discuss some of the reasons why planning is important.
d. Describe some of the characteristics of good planning.
e. Identify and explain the different types of planning and how they classified.
f. Planning is a function of all managers at any level and in all business. Do you agree? Why or why not?
g. What are the two basic approaches to set objectives?
h.    Identify and explain the steps in the planning process.
i. What are the characteristics of a sound objective?
j. What are the requirements for a sound policy?
k. Write a short note on the limitations of planning.

[bookmark: _Toc278312492]CHAPTER FOUR
[bookmark: _Toc278312493]DECISION MAKING
[bookmark: _Toc278312494]4.1 Introduction
Decision-making is the process of identifying problems and opportunities, develop alternative solution, select best alternatives and implement it. It is defined as a rational choice among alternatives. In addition, it is a process, not a lightning bolt occurrence. In making decision, a manger is making a judgment reaching a conclusion from a list of known alternatives. It encompasses all managerial levels and functions. Managers starting from supervisory up to the ultimate authority are always called upon to make decisions on matters related to themselves and their organizations.
It is part of all managers’ job and common core to other functions. For instance, top-level management makes decision on dealing with mission of organization and its strategies. Middle level management, focus on implementing strategies, budgets and resource allocation. First level management deals with repetitive day-to-day operations. This chapter presents in detail about decision making.  
 After completing this chapter, you should be able to:
· Explain the concepts and process of decision making 
· Describe the types of decision making 
· Identify the different decision making conditions. 
[bookmark: _Toc278312495]4.2 Rational Decision making process
Major decision-making situations should be an explicit rational process in which managers (decision makers) chose the best alternatives that can maximize the desired objectives. Accordingly, this process embodies seven steps. These are: 
A.  Define the problems 
In the problem definition stage what has to be noted is that it is the perception of problems and opportunities not their actual existence that gets the decision making   process started. To have correctly defined the problem is to move half to ward solving it. A problem is the difference between the current and desired performance and situation. Opportunity is a chance, event or occasions that requires a decision to be made.
The criteria mangers use to locate problems: 
· Deviations from past performance 
· Deviation from the plan
· Outside criticism 
B.  Identify the limiting or critical factors 
Once the problem is defined, the manager needs to develop the limiting or critical factors of the problem. Limiting factors are those constraints that rule out certain alternative solutions. These are: Time, resource/ personnel, money, facilities and equipment. These are most common limiting or critical factors that narrow down the range of possible alternatives.
C. Develop potential alternatives or solutions to the problem 
This is the stage in which potential solutions that might resolve the problem or lead to objective attainment are generated. That means develop and list many possible alternative solutions to the problems. Doing nothing about a problem is the proper alternative. Sources of alternatives are: experience, personal opinions and judgments, group opinions, committees and the use of outside sources including mangers in other organizations. 
D. Analyze the alternatives
The purpose of this step is to decide the relative merits of each of alternatives. This means advantages and disadvantages, comparing the potential pay off and possible consequences of each alternative solution. 
E.  Select the best alternatives 
It is the real point of decision making a manger selects a strategy to solve a problem and to achieve predetermined objectives. It is to find a solution that appears to offer the fewest serious disadvantages and most advantages. 
F. Implement the solution 
The alternatives solution should put in to effect and implemented so as to achieve objectives for which it is made.  Any decision must be effectively implemented because good decision may be harmed by poor implementation. 
G. Evaluate and control 
The final step in decision-making process is to create a control and evaluate system. Ongoing action need to be monitored. This system should provide feedback on how decision was implemented what the result are positive and negatives and what adjustments are necessary to get the results that were wanted when the solution was chosen. Manger should have to continue periodic measurement. That means compare the results with the established standards .When there is deviation we have to take correction. 
[bookmark: _Toc278312496]4.3 Types of Decisions
 Although managers in large business organizations, government offices, hospitals and schools may be supported by background, life style, and distance, they all sooner or later must share the common experience of making decisions. They all will face situations involving several alternatives and evaluation of the outcome. In this section, we will discuss programmed and non-programmed decision-making is.
· Programmed decision are the decision managers make in response to routine and repetition situation and are labeled as programmed because they are amendable to organizational established policies ,procedures and rules. If a particular situation occurs often managers will develop a routine procedure for handling it. The management of most organization faces great number of programmed decisions in their daily operation. Such decision should be made without expending unnecessary time and effort.
· Non-programmed decision are those made by manager in a novel, complex or/ and extremely important problems situations. They are none programmed because established policies, rules and procedures can not be employed and it is decision maker insight, judgment and creativity which have paramount importance. Making such decisions is clearly a creative process. Reaching nonprogrammer decision is more complicated and requires the expenditure of lots of money worth of resources every year. Government organizations make nonprogrammer decisions that influence the lives of every citizen.  
[bookmark: _Toc278312497]4.3.1 The decision making condition
There are three basic decision making conditions. These are: certainty, risk and uncertainty.
 A) Decision under certainty 
Manger has perfect knowledge; external conditions are identified and predictable. Alternatives are known with their consequences. Also a manager can rely on a policy or standing plan. The decision will be made routinely. 
C) Decision Under Risk
In which probability can be assigned to the expected outcomes of each alternatives. Manager knows alternatives but do not know how will work so he/she faced with dilemma of choosing best alternatives.
D) Decisions under uncertainty
In a situation to manger is not able to determine the exact odds or probabilities of potential alternatives available and deal with two many unknown facts. Probabilities cannot be assigned to surrounding conditions. 
[bookmark: _Toc278312498]Summary
· Decisions may be classified as programmed or non programmed, depending on the type of problem. Each type requires different kinds of procedures and applies to very different types of situations.
· The three basic decision making conditions are: certainty, risk, and uncertainty. 
· Managers (decision makers) can maximize their decision making by having many alternatives to chose and select the best among the given alternatives.
[bookmark: _Toc278312499]

Review and Discussion Questions
1. What is decision making?
2. We make decisions daily. Describe in detail two programmed decisions you make each day .Why do you consider them to be programmed? Were they ever non programmed? If so, discuss why?
3. List the decision making process and describe their features?
4. In your opinion, what are the advantage and shortcomings of group decision making?






[bookmark: _Toc278312500]

CHAPTER FIVE
[bookmark: _Toc278312501]ORGANIZING FUNCTION
[bookmark: _Toc278312502]5.1 Introduction
Organization is used two different senses. In the first sense, it is used to denote the process of organization in the second sense it is used to denote the process of organization structure.
Organization is the process of defining and grouping the activities of the enterprise and establishing the authority relationship among them. In performing organizing function, the manager differentiates and integrates the activities of his/her organization.
Differentiation is the process of departmentalization or segmentation of activities based on homogeneity. Integration is the process of achieving unity of effort among the various departments.  The result of good planning process is detailed program of what action are to be taken to accomplish predetermined objectives, how long it will take and where it will take place. The next task becomes that of organizing. Organizing is the process of identifying and grouping task to be performed, assigning responsibilities and delegating authority, establishing relationship for enabling to work most effectively together in the accomplishment of objectives.
The organizing function has the following four distinct activities: 
1. It determines what work activity have to be done to accomplish organizational objectives.
2. It classifies the type of work needed and groups the work in to manageable work units.
3. It assigns the work to individual and delegates the appropriate authority.
4. It designs the hierarchy of decision making relationship 
As stated earlier end result of organizing process is organization a whole consisting of unified parts (a system) acting in harmony to execute task to achieve goals, both effectively and efficiently. 
Organization structure is a tool of management to achieve plans. As plans change the organization structure should be responsive .The manger a function planning and organizing are intimately related. Organizing begins with and is governed by plans, and plans state where organization is going and how it will get there. An organization must be built, or an existing one must be modified, or to make sure that the plans are executed and that their goals are reached. The organization must be able to concentrate its resource in a unified way to translate plans from intentions to realities. 
After studying this chapter, students will be able to: 
· Explain the concepts and process of organizing;
·  Identify the different bases of departmentalization; 
· List and explain the types of organization structure; 
· Mention the basic principles of organizing.
[bookmark: _Toc278312503]5.2 Formal and Informal Organization
The total systems of social and cultural relationship among people who are joined together are to achieve common stated objectives of both for formal and informal organization. 
Formal organization is deliberately and rationally designed and approved by management through the organizing process in order to achieve objectives of the firm. 
Informal organization refers to people in group association, but this association is not specified in structure of formal organization. Informal organizations are natural grouping of people in the work situation based on their behavioral pattern. Interest; beliefs, objectives and etc. informal organization appears in response to the social needs-the need of people to associate with others. 
 Even though informal organization is not established officially it exists and it is there always in the formal organization. It may affect formal organization negatively or positively.  Mangers should recognize that the informal organization exists in the formal organization; nothing can destroy it. Therefore they should try to use informal organization for the benefits of the formal organization. 
Informal organization has the following characteristics:
a. Group norms; these are unwritten laws that govern the behavior of members of the informal organization. 
b. Group cohesiveness; we mean the member of an informal organization stick together. 
c. Group leadership; informal organization has a leader the informal leader.
d. Communication network; informal organization has a communication network called grapevine. 
Informal organizations do have a negative and positive impact in an organization. Some of the negative impacts of the informal grouping are: resistance to change, conflict, rumor, pressure to confirm. Some of the positive impacts in informal groupings are: make the total system effective, provide support to management, provides stability in the environment, encourages better management and provides useful communication challenge. 
[bookmark: _Toc278312504]5.3 The organizing Process
Organizing process has five steps:
Step 1. Consider plans and goals 
Plans dictate the purpose and activities that organization have or will have. Some purposes and some activities are likely to remain fairly constant once a business is established. Example, business is continued to seek profit, and it will have continue to employ people and other resources. Organizing will create the new structure and relationships and modify the existing ones. 
Step 2.  Determine the work activities necessary to accomplish objectives 
Creating a list of task to be accomplished begins with those that will be ongoing tasks and ends with the unique, or one time only, task. Hiring, training and record keeping are part of the regular routine for running any business. Once a manger knows what task must be done, they are ready to classify and group these activates in to manageable work units. 
Step 3. Classify and group activities. 
This step asks managers to perform three activates: 
I. examine each activity identified to determine its general nature(marketing, production, finance, personnel) 
II. group the activates in to these related areas 
III. establish  the basic department design for the organization structure
Step 4. Assign work and delegate appropriate authority. 
Management has identified activates necessary to achieve objectives, has classified and grouped these activates in to major operational areas, and has selected departmental structure. These activities now must be assigned to individuals who are simultaneously given the appropriate authority to accomplish the task.
Step 5. Designs a hierarchy of relationships
It is determination of both vertical and horizontal operating relationship of the organization as the whole. The vertical structure of the organization results in a decision making hierarchy showing who is in a charge of each task, of each specialty area, and of organization as a whole. Levels of management are established from bottom to top in the organization. These levels create the chain of command, or hierarchy of decision making levels in the company.
President 
Vice president marketing 
General manager manufacturing 
Vice president production
Manger manufacturing 
General manger of quality 
Manger operation 
Sales manger appliance 
General Manager Sales
General manger of advertising 
Sales manager of electronics 








The chart shows:
· Who report to whom-chain of command 
· How many subordinates work for each manger-the chain of  commend 
· How the company is structured-by function, customer, product etc 
· The hierarchy of decision making-where a decision maker  for a problem is located 
· The work being done in each job 
· How current the present organization structure is and etc. 
[bookmark: _Toc278312505]5.4 Departmentalization
          “Departmentalization is a process of dividing the large monolithic functional organization into small and flexible administrative units." 
It refers to the classification of activities and operation of an undertaking into functionalized categories.
A. Need and importance of Departmentalization
Departmentalization contributed to the success of the organization in a number of ways given below as:
1. Departmentalization increases the operating efficiency of the employees. It facilitates the grouping of activities, which are of similar nature. 
2. There is a fixation of responsibilities to various executives of the organization. Executive will be alert and efficient in his duties.
3. The departmental heads (managers) are given certain powers and are allowed to take their own decisions.
4. It increases the prestige and skill of the departmental heads.
5. The works of the various departments are evaluated by the top management and the departments which are not managed properly are identified.  This makes the departmental heads efficient responsible and accountable
6. There is a possibility of the expansion of the organization because of fixing of the responsibilities to the executives and there is function wise departmentalization.
7. Besides, departmentalization gives other advantages such as facilitating budget preparation, effective control of expenditure, attaining specialization, better co-ordination among the managerial personnel etc.
B. Factors in Departmentalization
The following factors are to be taken into consideration in departmentalization.
1. Specification
 Departmentalization is concerned with identifying and specifying organizational activities in coherent whole. Departmentalization should yield the advantages of specialization. Specialization may be functional such as sales, finance, production and personnel.
2.  Control
As a general rule, there should be scope for checking automatically the activity of one person by another person, a separate executive.  There should be a proper control under departmentalization and simplification of control process.
3. Co-ordination
The whole business activities are grouped department wise and it requires co-ordination in order to direct organizational activities to same direction. One department should be organized so that it can support the other department and vice-versa. No department is independent but is interdependent with other departments of the same organization.
4. Securing Attention
Sometimes, certain functions emerge within a unit that desires a special treatment. Hence, the activity may be entrusted to a separate division or a higher level of organization according to its importance.  Even an unusually important activity of the business should be given recognition in the organization.
5. Recognition of  Local Conditions
The departmentalization should take into consideration the local conditions of the place concerned. Local conditions may include such factors as, the area dispersion, diversity of customers needs, types of product, availability of specialized man power
6. Economy
The departmental arrangement will be an effective on if the departmentalization is done with minimum expenses. Cost of departmentalization should not exceed benefits generated from departmentalization.
C. Basis (pattern) types of departmentalization
There are certain basic methods of dividing the duties and responsibilities within an organization structure.  They are:
1. Departmentalization by functions
2. Departmentalization by products or service
3. Departmentalization by regions (area or location) or territory
4. Departmentalization by customer
5. Departmentalization by process
6. Matrix organization
1. Functional departmentalization;
Jobs can be grouped according to the function of the organization. Business firm includes such functions as production, marketing, finance, accounting and personnel. E.g banks etc.
Advantages of functional departmentalization are that it makes use of the benefits of specialization. 
Example: Functional departmentalization of a business firm 
President 
Marketing 
Production 
Finance 
Personnel
Research and development 



A major disadvantage of functional arrangement, appears when specialists, working with and encouraging one another in their respective areas of expertise and interest. 
2. Territorial (geographic) departmentalization 
Another commonly used departmental basis is built around geography. All activities in a geographic area are assigned to a particular manger. The individual is in charge of all operation in that geographic area. 
Example:  territorial departmentalization of a bank. President 
Manager region 5
Manger region4
Manger region 3
Manger region 2
Manger regions 1
Vice president of operation 







Advantage of territorial departmentalization; 
· A training work for new manager 
· Enable the firm to develop a local market 
Disadvantages;
·  Difficulties in maintaining consistent adherence to company policies and practices 
· Duplication of effort 
· Necessity of having large number of managers and etc.
3. Departmentalization by product or service
The organization of a company by divisions, that brings together all those involved with a certain type of product or service. The large multi-product companies make this type of departmentalization. Each department is responsible for a product or related family /product line/.


Advantages
It is a logical pattern to follow when a product type calls for manufacturing technology and marketing methods that differ greatly from those used in the rest of the organization. More specifically;
1. Places attention and effort on product line
2. Facilitate use of specialized capital, facilities, skills and knowledge
3. Permits growth and diversity of products and services
4. Improves coordination of functional activities.
5. Places responsibility for profits at the diversion level
6. Furnishes measurable training round for general managers.
7. Flexible strategy could be developed for different products.
Disadvantages
1. Requires more persons with general manager abilities
2. It is expensive
3. Presents increased problem of top management control.
4. There is a danger of duplication of work.
5. Creates conflicts between divisional tasks and corporate priorities.










By Product 
President

President



Vice President
Human Resource
Vice President
Production
Vice President
Finance
Vice President
Marketing



Finance
Production
Marketing
Resource and Development



Vice President
Europe, Africa and Middle East
Product B
Vice President
North America
Vice President
Latin America and Far East



Product c

Products A




4.  Departmentalization by customers
It occurs when a division sells most or all of its products to a particular class of customer. This type of departmentalization is preferred when the various needs of customers are different in nature. For example a bank my divide its loan section into a number of heads and assign them to various departments.
· loan to businessmen
· loan to farmers
· Loan to professionals, and so on.
Advantages
1. It fulfills the exceptions and needs of customers.
2. It develops specialization among the organizational staff.
3. Gives customers feeling that they have an understanding supplier
4. Customers will get better service and the supplier can boast its sales by understanding customer’s needs.
Disadvantages
1. May be difficult to coordinate operations between competing customer demands.
2. Requires managers and staff expert in customers' problems.
3. Customer groups may not always be clearly defined.
4. There is a wastage of available resources and facilities
5. There may be duplication of activities.

By Customer
President


Vice President
Military
Products
Vice President
Industrial Products
Vice President
Customer
Products


5. Departmentalization by Process
In this kind of departmentalization, people and materials are brought together in order to carry out a particular operation. This type of departmentalization is followed when the production activities are carried on in many places.
	For example, a textile will has many departments such as
 Ginning		 Weaving	                                                     Packing and sales
 Spinning	              Dyeing and printing
Advantages
1. Achieves economic advantages
· The costlier machines can be sued effectively
· There is no duplication of activities.		
2. Uses specialized technology
3. Utilizes special skills
4. Simplifies training
5. Helps the top to have effective performance control.
6. Used for processing industries.
Disadvantage
1. Coordination of departments is difficult
2. Responsibility for profit is at the top
3. Is unsuitable for developing general manager.
4. More specialists are essential to each process.
5. Heavy cost of operation - separate rooms for operation and other facilities should be given to all the process.
6. Matrix organization
It is a form of organization in which some manager’s report to two bosses rather than to the traditional single boss as in the case of pure line or line-and-staff organization.
Every matrix contains three unique and critical roles:
i. The top manager-heads and balances the dual chains of command;
ii. The matrix bosses or functional production managers share 
iii.   The managers report to two different matrix bosses.
Subordinates;
The chart below shows that the production manager is in charge of three groups of subordinates, each of which is also assigned to either project A, B, C. Therefore, the groups of subordinates report to both their functional manager and to their project managers. In turn, the functional managers and the project to the top manager, who oversees the organization?
Top Manager



Marketing 
Manager
Production
Manager


Marketing
Group
Production 
Group
Project A
Manager



Marketing
Group
Production
Group
Project B Manager



Marketing 
Group
Production
Group
Project C 
Manager



Matrix Organization is used:
1. When it is absolutely necessary that the groups be highly responsive to two sectors at the same time. Such as markets and technology;
2. When the bosses face uncertainties that generate very high information processing requirements;
3. When they must deal with strong financial and/or human resources.
The following are some of the common disadvantages of matrix organization.
It violates the unity-of-command principle because the subordinates are accountable to two managers
It may lead to power struggles. One manager may compete with another manager for the services of a joint subordinate.
[bookmark: _Toc278312506]5.5 Span of Management
Alternative names are
· Span of Control
· Span of Supervision
· Span of authority
· Span of responsibility

Definition
The number of subordinates who report directly to a given manager i.e. the number of people managed efficiently by a single officer in an organization. Span of management may be narrow or wider.
Landau Ureic
	" The ideal number of subordinates for all superior authorities --- to be four, "while" at the lowest level of organization, where what is delegated is responsibility for the performance of a specific tasks and not for the supervision of others, the number may be eight or twelve.”
Narrow span of control
It has the following characteristics
-Organizational structure is tall i.e long distance between top level management and supervisors
-There are many managerial levels
-The number of employees supervised by a manager will be very few.



Organization with Narrow Spans



































Advantages						Disadvantages

- Close Supervision				- Superiors tend to get too
- Close Control				  involved in subordinates work
- Fast Communication between		- Many levels of management
subordinates and superiors 			- High costs due to many levels
-Excessive distance between lowest level and top level
Wider Span of Control: It has the following characteristics
· Organizational structure is flat
· Fewer managerial levels
· Fewer middle level managers
· Short distance between top level management and supervisors

Organization with wide spans





























Advantages							Disadvantages

- Superiors are forced to delegate			- Tendency of overloaded
- Clear policies must be made				  superiors to become decision
- Subordinates must be carefully selected		  bottlenecks
· Danger of superiors lost of control
· Requires exceptional quality of managers.

Reasons why we choose of the appropriate span may be
1. Span of management may affect the efficient utilization of managers and effective performance of their subordinates.

Too wide
-Managers are over extending/they are harassed
-Subordinates are receiving too little guidance or control/they are frustrated
      Too Narrow
-Managers are underutilized
-too close supervision by superiors
-dependent subordinates
2. There is a relationship between span of management throughout the organization and organizational structure.




Narrow span
-"tall" organizational structure
-Many supervisory levels between top and the lowest level 
Wide span
-Fewer management levels between top and bottom
-Flat organizational structure
Factors affecting the span of management
No formula exists for determining the ideal span of control. The ideal number of people that one person can supervise depends on variety of factors. The following are some of the factors, which influence the span of management
1. Subordinate Training or quality of subordinates
The better the training of subordinates,  the less the impact of necessary superior-subordinate relationships.  Well-trained subordinates require not only less of their manager’s time but also fewer contacts with them.
2. Clarity of Delegation of Authority
As managers delegate their authority they have to clearly define the delegation. To undertake a well-defined task, a well-trained subordinate can get it done with a minimum of the superiors' time and attention.
3.Clarity of plans
If plans are well defined, workable, if the authority to undertake them has been delegated, and if the subordinate understands what is expected, little of a supervisors time will be required.
If policies are clear, consistent with the operation and goals of a department, and if the subordinate understands them, there will certainly be fewer demands on the superiors time and attention.

4. Use of objective Standards
Good objective standards
-revealing with ease any, deviations from plans,
-enable managers to avoid many time consuming contacts, 
-enable managers to direct attention to exceptions at points.
-Critical to the successful execution of plans.

2. Rate of Change
The rate of change is an important determinant of the degree to which policies can be formulated and the stability of policies maintained
- Rapid rate of change				- Narrow span of management
- Stable and durable				- Wider span of management
3. Variety of tasks

It refers to the number of different types of jobs being managed. The greater the variety of jobs supervised by a manager, the higher time it requires. As the number of subordinates increases the contact required will be multiplied.
4. Proximity
It refers physical dispersion of jobs being managed.
5. Communication Techniques
Methods of communication may be divided into two i.e. oral and written oral communication requires more time and energy and these can be avoided by the written communication.
· Clearly and Concisely communication - increase span
· Easy style of leaders may create wide span if it is properly handled.



6. Amount of personal contact needed or the degree of interaction required

· When there are requirements for face-to-face meetings-Narrow span
· When the requirement for face-to-face meetings is minimum-wider span.

7. Variation by organization level

The most important organizational variables affecting span are
a) the degree of specialization by individuals ("person specialization")
· When a greater number of specialists were supervised, effective spans will be
-less at lower and middle levels and increased at upper levels
b) technology
· routines (lack of variety of work) of an operation appeared to have little   effect at any level
c) Size (in terms of personnel) had little effect at lower levels but a positive effect at middle levels.

8. Complexity
It refers to job scope and job depth
Job scope:-The number of different types of operations performed in the job
Job depth:- Freedom of employees to plan and organize their work to work at heir own pace and to move around and communicate as desired.
12. Quality of a manager
 A component and trained manager can effectively supervise more than one not having these attributes.

13. Other Factors
Factors other than mentioned above influence the span of management.
- The positive attitudes of subordinates towards     assumptions of responsibility
					- Subordinates willingness to take reasonable risks
					- With mature subordinates managers can delegate

Simple task may allow for a wider span than tasks that are complex and include a great variety of activities.
Factors positively related with span of management
· Subordinates willingness to take reasonable risks
· Positive attitude of subordinates towards assumptions of responsibility
· Availability of matured subordinates
· Clarity of delegation of authority and plan
· The use of objective standards
· Availability of trained managers
· Proximity of working area
· Written communication
· High degree of specialization
· Ability to communicate

Inversely related factors with span of management
· Complexity of jobs
· High level of variety of jobs
· Higher degree of interaction required
· Higher rate of change
· Oral communication 

[bookmark: _Toc278312507]5.6 Delegation of Authority
It is the act of assigning formal authority and responsibility for completion of specific activities to a subordinate. Just as no one person in an enterprise can do all the tasks necessary for accomplishing a group purpose, so it impossible, as an enterprise grows, for one person to exercise all the authority for making decisions.
The process of delegation involves
1. Analyze how you spend your time
2. Decide which task can be delegated and the expected results Authority and tasks    delegated must be clearly stated, and should be modified when necessary for accomplishing these tasks.
3. Decide who should get the assignment. The right person should be selected from members based on his merit at his job.
4. Delegate the assignment. Assign the task with the right authority to the right person.
5. Create an obligation (responsibility)
6. Establish a Fed back system
7. Follow unity of command and chain of command as you delegate.

What factors determine Delegation
Much of the factors that effect delegation lies in personal attitudes of both superiors and subordinate towards delegation.  Some of them are discussed as follows.
i. Personal attitudes of superiors
a) Receptiveness/ Avoidance of risk

Decision making always involves some discretion, and a subordinate's decision is not likely to be exactly the one a superior would have made.  Therefore, managers who will delegate authority must be willing to give other people's ideas a chance and be ready to take the risk-due to the possible mistake done by the subordinate.
	Willingness To Let Go Decision Making Authority/Autocratic attitude

A manager who will effectively delegate authority must be willing to release the right to make decisions to subordinates. If the manager has an autocratic attitude delegation will not be effective.
b) Willingness to let others make mistakes/Perfectionism

Since superiors can not delegate responsibility for performance, they should not delegate authority unless they are willing to find means of getting feedback, that is, of assuring themselves that the authority is being used to support enterprise of department goals and plans. If superiors target to be perfect in their job and if they fear subordinates may not be as perfect as themselves, they avoid delegation.
c) Willingness to trust subordinates/ Confidence
Superiors have no alternative to trusting their subordinates, for delegation implies a trustful attitude between them. An old saying about trusting subordinates goes on “ If you want something done right, do it yourself”. Some people do not like to delegate and argue that it is easier for a manager to do a task then to teach a subordinate how to do it. Such managers fear that a subordinate will look so good that he or she might replace the manager. They are attracted by power.
d) Willingness and ability to establish and use broad controls
Since superiors can not responsible for performance, they should not delegate authority unless they are willing to find means of getting feedback, that is, of assuring themselves that the authority is being used to support enterprise of department goals and plans.


Attitudes of subordinates
1. Love of spoon feeding
2. Fear of criticism
3. Lack of information or resource
4. Lack of self confidence
5. Work load
6. Inadequate incentives
7. Fear of failure

Guides for Overcoming Weak Delegation
The five practical guidelines of delegation are:
1. Define assignments and delegate authority in the light of results expected.
2. Select the person in the light of the job to be done.
3. Maintain open lines of communication-to avoid misunderstanding among and between organizational members.
4. Establish proper controls-because responsibility can not be abandoned by the superior.
5. Reward effective delegation and successful assumption of authority.
Advantages of Delegation
1. To obtain prompt action
2. To enable managers to perform Higher-level work-manager’s time is freed to pursue other tasks
3. It can be a training Experience for supportive staff-to develop subordinates and satisfying customers
4. It can result in Better decisions
5. It can improve morals-subordinates gain feelings of belonging and being needed which leads to a genuine commitment on the part of the subordinates
6. Expansion and diversification of business activities is possible

Disadvantages of Delegation
	Delegation has two potential limitations
1. Control at the top may be more difficult

The further decisions are removed from the highest level, the more difficult it is to pen point problem areas and to take effective corrective action.
2. A manager may over time lose touch with what is really happening in theorganization
Without proper communication and feedback channel, the subordinate may make decisions and take actions without the knowledge of the superior.
Principles of Delegation
1. Delegation to go by results expected
The superior should clearly know what he expects from the subordinate before the delegation authority.
2. Non-delegation of responsibility
A superior can delegate authority but not responsibility.  Assigning duties does not 
3. Authority and responsibility should commensurate with each other
The parity principle states that authority and responsibility must coincide. Authority without responsibility will make the subordinate careless person.  Responsibility without authority will make the subordinate and inefficient person so there should be a proper balance between authority and responsibility.
4. Unity of Command
An employee should have one and only one immediate manager. Jesus said “No man can serve two masters.” If a subordinate gets orders, instructions and directions from more than one superior, it will create uncertainty and confusion in the organization.  In such a situation, the subordinate will find it very difficult to determine whose instructions, orders or directory he should carry out first.  Therefore, a subordinate should get instruction from only one superior. The key to avoiding problems with unity of command is make sure that employees clearly understand the lines of authority that directly affect them.
5. Definition of limitations of authority
The authority delegated should be well defined so that the subordinate can understand the limit of the authority delegated to him.
6. The scalar principle/Chain of command
It suggests that there must be a clear live of authority running step by step from the highest to the lowest level of the organization.  This clear line of authority will make it easier for organization members to understand
a) to whom they can delegate
b) who can delegate to them and
c) to whom they are accountable
It is based on the need for communication and the principle of unity of command.
[bookmark: _Toc278312508]5. 7 Centralization versus Decentralization
1. Decentralization
It is the process of systematically delegating power and authority throughout the organization to middle and loser level managers.
2. Centralization
It is the process of systematically retaining power and authority in the lands of higher-level managers. The more authority retained by high-level managers, the more centralized the organization will be and vice versa.
However, there cannot be absolute decentralization. If managers should delegate all their authority, their status as managers would cease, their position would be eliminated, and there would again be no organization.


		The degree of decentralization is greater when:
1. The greater the number of decisions made at lower levels of an organization
2. The more important the decisions made at lower levels of an organization.
3. The more functions affected by decisions made at lower levels of an organization.
4. The less checking of decision with others a manager must do.
5. No check at all must be made
6. Fewer people and people at the lower level in the hierarchy are consulted,

Factors determining the degree of Decentralization of Authority
Although the temperament of individual managers influences the extent of authority delegation, other factors also affect it.  They are:
1. Coastlines of the Decision
The more costly the action to be decided on, the more probable it is that the decision will be made at the upper levels of management.  Costs may be
· In dollars and cents
· Company's reputation
· Its competitive position
· Employee morale.

2. Desire for uniformity of policy
Those who value consistency above all invariably go for centralized authority since this is the easiest read to such a goal.
3. Size and Character of the Organization
The larger the organization, the more decisions to be made, and the more place in which they must be made, the more difficult it is to coordinate them.
4. History and Culture of the Enterprise

Whether authority will be decentralized frequently depends upon the way the business has been built. 

· Owner founders has a tendency to deep authority centralized
· Enterprises that result from mergers and consolidations are likely to show, at least at first, a definite tendency to retain decentralized authority, especially if the unit acquired is already operating profitably.

5. Management Philosophy

Sometimes top managers are not interested to delegate to others and they want to safe guard their authority as a source of power.  In many cases, top managers may see decentralization as a way of organizational life that takes advantage of the innate of desire  people to create, to be free, and to have status.
6. Desire for Independence

Individuals and groups often desire a degree of independence from bosses who are far away.  Individuals may become frustrated by delay in getting decisions, by long line communication and by the great game of passing the buck.
7. Availability of Managers

A real shortage of managers would limit decentralization of authority, since in order to delegate, superior must have qualified managers to whom to give authority.  Executives who complain that they have no one to whom they can delegate authority are often
i. Trying to magnify their own value to the firm or
ii. Confessing a failure to develop subordinates

8. Control Techniques

A good manager at any level of the organization can not delegate authority without having some way of knowing weather it will be used properly. Some managers do not know how to control. They may think that it takes more time to correct a mistake committed by others than to do the job themselves.
9. Decentralized Performance

It refers to the situation where the managers of an enterprise are dispersed over a geographic area.
The reason is basically a technical matter depends upon such factors as
· The economies of division of labor
· The opportunities for using machines
· The nature of the work to be performed
· The location of row materials labor supply and customers.
· Authority tends to be decentralized when performance is decentralized.
10. Business Dynamics:  the pace of Change

If a business is growing fast and facing complex problems of expansion, its managers, particularly those responsible for top policy, may be forced to make a large share of the decisions but, strangely enough, this very dynamic condition may force these managers to delegate authority and take a calculated risk on the costs or error.
This dilemma is resolved by implanting the following
· Direction of delegation
· Avoid delegation to untrained subordinates
· Close attention is given to rapid formation of policies
· Acceleration of training in management
· Or to slow the rate of change.
In old, well-established or slow-moving business, there is a natural tendency to centralize authority however; too much centralization may carry danger
11. Environmental Influences
In addition to the internal factors, there are definite external forces affecting the extent of decentralization:  Among the most important of these are governmental controls, national unionism, and tax policies
Advantages of Decentralization

1. It relieves top managements burden of decision making
2. Encourages decision making and assumption of authority &responsibility
3. Promotes the use of broad control techniques
4. Performance comparison between departments become possible
5. Facilitates setting up of profit centers
6. Facilitates product diversification
7. Promotes development of general managers
8. Aids in adaptation to fast-changing environment

Limitations of decentralization
1. Uniformity of policies will be less
2. Coordination become complex
3. Top management may loss-control
4. Requires qualified managers and subordinates
5. Its cost is high
6. Affected by external forces
7. It doesn’t favor economics of scale of some operations

 Guidelines to obtain the desired degree of decentralization
In order to obtain the degree of decentralization they want, top managers must
i. Understand decentralization -decentralization does not mean independence
ii. Establish policies to guide decision making along desired courses
iii. Delegate authority to the right person/subordinate
iv. Accompany delegation by controls designed to ensure that delegated authority is used properly
v. Knowing the mere act of delegation is not enough to ensure decentralization
vi. Make sure that a system of verifiable objective is established
vii. Provide a statement of each manager’s duties and of the responsibility and the degree of authority delegated to that manager
viii. The statement should be clear, written and easily understood by all employees who want to know
ix. The example and teaching of a superior shall start at the top of the organization
x. Develop policy of promoting managers only when they have subordinates able to take their places.













Summary
1.Organizing is the process of identifying and grouping tasks to be performed assigning responsibility and delegating authority and establishing relationships for the purpose of enabling to rk most effectively together in the accomplishment of objectives.
2. Organization may be classified as informal and formal organization 
3. Organization may be departmentalized on the bases of functions, geographical, product, customer multiple and matrix
4. Major concepts such as authority, delegation of authority span of control, centralization versus decentralization, etc explained 
5. Organization on the bases of authority responsibility relationship is classified as line line and staff functional and committee organizations.
6. Basic principle of organizing such as unity of command, unity of direction etc, is discussed. 



 Review and Discussion Questions
1. What is the basic difference between informal and formal organization?
2. Explain organizing as a process and as an output of organizing process  
3. List and explain the activities of organizing process
4. What are the bases for departmentalization of organizations and their advantages and disadvantages?
5. What is the essence of matrix organization?
6. Explain the difference between line authority and staff authority,
7. Discuss the sequence of events in delegation of authority,
8. What is the concept of span of control? What do you mean by wide or narrow span of control?
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CHARTER SIX
[bookmark: _Toc278312510]STAFFING
[bookmark: _Toc278312511]6.1 Introduction
After jobs are identified, grouped and the organization structure created, the next managerial task is staffing. It is the process of identifying human resource needs, procuring the necessary employees, training, utilization and separation of those employees. It is a separate field by itself and known as human resource management. Human resource refers to the sum total of the inherent abilities, acquired knowledge and skills represented by the aptitudes, and talents of an organization work force. 
Staffing are efforts designed to attract, hire, train, develop, reward, and retain the people needed to accomplish an organization’s goals and promote job satisfaction. The major objective of staffing function is to enable an organization to attract, maintain and utilize efficient and effective work force. 
The major elements of staffing are: procurement, training and development, maintenance and utilization, and separation.
Objectives of the Chapter:
After studying this chapter, you should be able to:
· Discuss the managerial function of staffing
· Describe the major elements of staffing 
· Explain staffing techniques process and principles.
[bookmark: _Toc278312512]6.2 The Procurement Function
It is concerned with determining and obtaining the proper kind of personnel both in quality and quantity. It is specifically deals with: 
a. The determination of human resource requirements both in quality and quantity 
b. Their recruitment, selection and placement 
[bookmark: _Toc278312513]6.2.1 Human Resource Planning
It is the process of translating overall organizational objectives, plans and programs to achieve specific performance in to work force needs. It is an integral part of corporate planning. 
Reasons for human resource planning.
· Scarcity of personnel in some specialized areas 
· High expenses involved in hiring, developing and maintaining employees. 
· Rapid technological changes and 
· Need for new skills 
The process of personnel planning 
1. Analyzing organizational objective and plans 
This is to provide the organization with people needed to achieve organizational objectives the basis for personnel planning are such corporate plans. All organization plans entail need for human resource.
2. Determining over all human resource needs: This is predicting the need for and availability of people with required needed to perform the present and future job.
It includes: a) the job needs and b) the volume of the job 
The demand and supply aspects of human resource management 
Demand: an organization’s future demand for employees is central to employment planning. It is caused by external challenges that affect organizational operations ( economic, social, technological, competition). Internal decision such as strategic plans on growth, production, marketing etc. ; work force factors such as retirement, resignation, termination and  death. Then demand forecasting is an essential part of human resource planning process.
Supply/Sources-there are two sources of supply. These are: 
a. The internal supply source-consists of present employees who can be promoted or transferred to meet anticipated needs. There is a need to carry out human resource audit/inventory that summarizes each employee’s skill and abilities.
b. External supply source- it becomes important when there is no replacement. Labor market analysis is important to estimate future supply of human resource. 
3. Taking inventory of existing personnel
It is important to take inventory of the available personnel know with their qualifications to know to what extent of organization can meets its personnel needs from within. As the plan is for future, this inventory has to take in to consideration expected changes like promotions, transfers, retirements, deaths, quits, resignation, and others.
4. Determining net new personnel requirements 
It requires comparing overall personnel requirement with personnel inventory where the difference is net new requirement. 
5. Developing action plan
Once the supply and demand of human resource are estimated, adjustments may be needed. For human resource surplus, internal supply of workers exceeds firms demand. And it is responded by hiring freeze, voluntary departure and lay off. Lay off machines that temporary release of employees which are used in short term surplus. Other method includes early retirements, out replacement etc.
For human resource shortages, if internal supply cannot satisfy, external sources will be used through vacancies. Generally part of action plans includes: recruitment, retention, promotion, training, transfer, downsizing and so on.
5.2.2 Recruitment 
It is the process of searching for prospective employees and stimulating them apply for jobs in the organization. It is finding qualified people and encourages them to apply for positions that need to be filled. Sources of man power can be internal or external source. 
Internal sources vacancies-are filled by those excising employees of the organization through transfer, promotion and recall from lay off. 
Transfer- is the movement of an employee from one job to another on the same occupational level and salary / wage and other benefits. It can be done on temporary or permanent basis. 
Promotion- is the advancement of an employee to better job, greater responsibility and more prestige or status with greater skills and increases the rate of pay merit and seniority are important factors in promotion. 
Demotions- is a reduction in an employee’s status, pays and responsibilities. 
Advantages of internal sources: seniority, less costly getting of familiar employee to the respective position and so on. 
Disadvantages: it prevent new blood or outlook from outside man power and it narrow down the selection option. 
Outside (external) sources: it can obtained from labor market through vacancy announcements, un-solicitude applicants (walk in write in) , educational institutions, employment agencies, labor unions, and others. 
[bookmark: _Toc278312514]6.2.3 SELECTION
It is evaluate applicants and finding those best qualified to a job and most likely to fit into the culture of the organization. 
Selection procedure – is the sequence of functions adopted in a given case for the purpose of ascertaining whether or not candidate’s posses the qualifications called for by specific job. The process includes: 
a. Preliminary interview by which unqualified are screened out 
b. Filling application form by which factual information is obtained such as personal information, physical characteristics, education, experience etc. 
c. Reference letters which can be specifically addressed or written as to whom it may concern form 
d. Employment interview-which is most of the time used as a single screening mechanism provides opportunity to have face-to-face contact to verify information acquired from other methods and enable the employer to investigate the candidates ability in work related areas. 
e. Employment tastes-practical examination of candidate’s abilities and knowledge. It includes intelligence tests, achievement tests, aptitude
f. Physical examination is carried out to check physical fitness of candidates 
[bookmark: _Toc278312515]6.2.4 Placement and Induction/Orientation
After candidates have been selected, placement letters that state their employment should be given to their respective positions and other employment related matters. It has to familiarizing the new employees with the organization. It can be done by oral communication and physical observation, written media like manuals, guidelines and others. The new employee will be given information on the organizations history, operations, rules and regulation or policies, service available opportunities and other issues. 
[bookmark: _Toc278312516]6.3 Training and Development
[bookmark: _Toc278312517]6.3.1Training
Training is defined as any process by which the aptitude, skill and abilities of employee to perform specific jobs are increased .It is the act of increasing the knowledge and skills of an employee for doing a particular job .It is usually to operational or technical employees.
Objectives of training
a. To provide the knowledge, skills and abilities or attitudes for individuals to undertake their current job effectively
b. To help employees became capable of assuming responsibilities with in organization 
c. To reduce waste and increase efficiency
d. To help employees to adapt to changing circumstance facing organization such as new technologies, new products and so on.
e. To minimize inputs use and maximize output
f. To relieve supervisors from close supervision and gets time for other duties. 


 Training methods 
There are many training methods to be used. Appropriateness of training methods depends on-cost effectiveness, desired program contents, appropriateness of facilities, trainee’s preference and capabilities, trainer preference and capabilities and learning principles  
Training can be conducted either:
1. On-the-job training is conducted on actual work environment. Example apprenticeships and internships 
2. Off-the- job training is carried out or conducted out side the organization. Among the training methods include:
a. Job/position rotation-which is rotating key personnel in different positions, departments etc.
b. Coaching-the trainee is placed under a close guidance and supervision of the trainer and he/she given an opportunity to perform an increasing rage of management tasks and share the coaches experience. 
c. Internship-is undertaken by a joint program of training where school and business organization cooperates in order to train students. 
d. Role playing-in which forces trainees to assume different identities. Example, male worker may assume female supervisors and vice-versa
e. Case study-is a method utilizes stimulated or actual business problems experienced before him/her to solve.
f. Lecture, conferences, seminars and work shops
Lecture- is a semi-formal discourse in which instructors presents events, theories, principles, and concepts.
 Conferences- bring individuals together to discuss and solve their problems. Seminars-is a group of person gathered together to study a subject under leadership of an expert. Work shop-is a group of person with common interest coming together in performing professional and vocational work meets to improve their individual proficiency ability or understanding. 
g. Apprenticeship-is learned from more experienced employees. It is generally followed in technical fields in which proficiency is acquired. 
When training is conducted it should be based on:
· Trainers and trines interest 
· Training methods 
· Available facilities  and place 
· Time schedule and so on.
Training can be delivered by;
· People from the organization 
· People from out side the organization
[bookmark: _Toc278312518]6.3.2 DEVELOPMENT
It is defined as the systematic process of education, training, and growing by which a person learns and applies information, knowledge, skills, attitudes and perceptions as to move a greater authority and responsibility. It includes training and involves learning opportunities aimed at individual’s growth but restricted to specific job. It is usually related for mangers and professionals. 
[bookmark: _Toc278312519]6.4 MANITAINANCE AND UTILIZAION
Procured and trained or developed employees should be maintained and utilized utmost. This requires adequate and equitable remuneration of personnel, the creation of opportunities for progress, and a mechanism of evaluating their contribution. Compensation and performance appraisal are at the heart of the maintenance and utilization functions of human resource management.
[bookmark: _Toc278312520]6.4.1 Compensation
It is an adequate and equitable remuneration of personnel for their contribution to the achievement of organizational objective.  It is all forms of financial payments to employees. 
Compensation includes salaries, wages and benefits and also it is the major means of attracting and retaining employees. 
Pay can be determined relatively or absolutely. Pat for a particular position is set relative to three groups. These are:
a. employees working on similar job in other enterprises (external equity)
b. employees working on different jobs with in the same  enterprises(internal equity) 
Factors affecting compensation decisions:
1. External factors 
a. The government influence through wage controls and guidelines 
b. Unions influence demanding for better pay and working conditions
c. Economic conditions of the industry 
d. The labor market
2. Internal factors 
a. The size and age of the organization 
b. The labor budget or resource allocation 
c. Managerial philosophy and strategy 
Methods of payment of employees can be computed based on:
a. The time they worked e.g. Salaries
b. The out put they produced and a combination of both 
[bookmark: _Toc278312521]6.4.2 Fringe Benefits (Supplementary Compensation)
These are extra benefits given to employee in addition to salary or wages. Benefits-meaning it is legally required or voluntary compensation provided to employees in addition to their salaries or wages. It constitutes up to 40% of payroll expenses. 
Fringe benefits are classified into two types:
a. Time off pay these are payments for the time not worked and include paid vacation, paid holidays, paid sick leave and others. 
b. Non pay benefits- these are not paid in cash but include expenditure on items such as medical service, cafeteria service, education programs and so on. 
[bookmark: _Toc278312522]6.5 Performance appraisal
Performance appraisal can be defined as a human resource activity that is used to determine the extent to which an employee is performing the job effectively. It is formal, structured comparison between employee performance and established quality standards.
 Objectives of Performance Appraisal include:
i. To provide information to wards strengths and weakness of employees in their job performance. 
ii. To provide data for management for judging job assignments, promotions and     compensation 
iii. To help better allocation of resources 
iv. To provide information to  maintain an equitable and competitive pay structure 
v. To supply general information on training needs for organization or departments 
vi. To improve motivation by increased understanding of goals 
vii. To improve performance by strength by strength and dealing with weaknesses 
Performance appraisal methods:
There are different methods of carrying out performance appraisal which include: 
1. Essay method 
2. Forced distribution method
3. Critical incident method 
4.  Graphic rating method 
Problems of appraisal methods:
· Vagueness of criteria and standard of performance 
· Raters lack of knowledge, experience and skills 
· Allowing past performance appraisal rating to un justly influence current ratings 
· Raters observing and documenting performance 
[bookmark: _Toc278312523]6.6 SEPARATION
Separation- is the voluntary or involuntary departure of employees from a company, it is initiated by mandatory retirement, dismissal, lay off; by employees like resignation, voluntary retirements; quits-by agreements when contract end; or can also caused by things out side the will of employer and employee (accidents, death) 
[bookmark: _Toc278312524]Summary
1. The major objective of the staffing function is enabling an organization to attract, maintain, and utilize efficient and effective work force.
2. The four major elements of staffing are procurement, training /development, maintenance and utilization, separation. 
3. The procurement function is concerned with determining and obtaining the proper kind of personnel both in quality and quantity.
4. Sources of manpower can be either from internal or external sources.
5. Training and development help organization to increasing the knowledge and skill of their employees
6. Training can be conducted either on –the –job, that is within the actual work environment and of –the-job, that is outside the actual work. .
7. Procured and trained /development employee should be maintained and utilized utmost. This requires adequate and equitable remuneration of personnel, the creation of opportunities for progress, and a mechanism of evaluating their contribution.


[bookmark: _Toc278312525]Review and Discussion Questions
1. Why is there a need to take inventory of existing employees?
2. What are the major activities involved in selection?
3. What is the main purpose of orientation for a newly hired employees?
4. How do training and development differ?
5. What activities are done by organization in order to maintain and utilize their    employees?

[bookmark: _Toc278312526]

CHAPTER SEVEN
[bookmark: _Toc278312527]DIRECTING
Introduction
Directing is the process of integrating the people with the organization so as to obtain their willing and enthusiastic cooperation for the achievement of its goals. This requires integration of organizational goals with individual and group goals. Employees as individuals and as group members will contribute their abilities and efforts for the achievement of organizational goals to the extent that they perceive that it simultaneously results in advancement towards their own individual and group goals.  
To accurate direct the behavior of individuals, a manager require three basic skills namely, leadership, motivational, and communication. This chapter discusses these three basic elements of directing.
Objective of the chapter
After studying this chapter, you should be able to:
· Identify the elements of directing
· Explain the theories and styles of leadership
· Apply the theories of motivation in organizational context
· Describe the meaning of communication and different models of communication
[bookmark: _Toc278312528]7.1 LEADERSHIP
[bookmark: _Toc278312529]7.1.1 Meaning and the Need for Leadership
Meaning:
Different writers define leadership in different ways. Some are:
· Leadership is the process of influencing others towards the achievement of organizational objectives. This definition recognizes that leadership is typically an on going activity, is oriented toward having an impact on the behaviors of others, and is ultimately focused on realizing the specific aims of the organization.
· Leadership is the process of influencing a group or individual to set a goal or achieve a goal. It is a process involving the leader, the led (group or individual), and a practical goal or a situation. It is behavioral in nature and involves personal interaction.
· Leadership is the art or process of influencing people so that they will strive willingly and enthusiastically toward the achievement of organizational or group goals.
·  Leadership is the ability to secure desirable actions from a group of followers voluntarily without the use of coercion or force.
As you can see from the above definitions, leadership has three ingredients: leader, led (follower) and organizational environment.
Leader – is the one with the ability/capacity to understand others’ motivation and to inspire them with the ability to create a climate for motivation.
Follower (led) – the individuals being led or influenced.
Environment – the working environment in which the leader interacts with the followers.
Leading is the management function aimed at setting the members of an organization move in the direction that will achieve its objectives. Directing builds a climate, provides leadership and arranges the opportunity for motivation. Leading is not deriving or pushing from behind; it is placing oneself before the group and facilitating progress and inspires followers to accomplish organizational (group) objectives.

The Need for Leadership
The need for leadership can be explained by the fact that organizations will never be successful unless they have effective and efficient leaders. The effectiveness and efficiency of leaders is nothing but to create conducive environment in the organization. Whatever amount of capital invested and technology an organization has, without effective leadership the organization will not be successful.
The importance of the directing function in the organization can be presented as follows:
· Directing initiates actions by giving directives and guidance to employees.
· It integrates employees’ effort by coordinating actions of the members and leading toward the objectives. 
· It attempts to get the maximum output of individuals by providing ways to fully utilize the potentials and capabilities of employees. 
· It facilitates changes by incorporating (adopting) environmental and internal changes into the organization.
· It provides stability by balancing the different parts of the organization so that it exists for a long period and its parts work in a harmonious ways.
The directing function enables subordinates to contribute their best to attain the goal of the organization. Thus, managers should try to integrate both organizational and individual objectives in order to get the work done by subordinates. Managers must be good leaders (by providing effective leadership) to guide, council, and influence subordinates so as to win their confidence and acceptance.

[bookmark: _Toc278312530]7.1.2 Power and Authority in Leadership

In influencing subordinates, leaders use power and authority. Power is the potential ability to affect the behavior of others while authority is power created and granted by the organization. Having power can increase the effectiveness of a manager by enabling the manager to influence people to what is wanted. Leaders in an organization typically rely on some or all of five major types of power: legitimate, reward, coercive, expert and referent.
1. Legitimate/position power refers to the power a leader possesses as a result of occupying a particular position or role in the organization, i.e. it is a power that stems from a position’s placement in the managerial hierarchy. It corresponds to authority. Legitimate power exists when a subordinate or the influenced acknowledges that the influencer has the “right” or is lawfully entitled to influence within certain bounds. It is related to the position, rather than to the person personality, so it is clearly a function of the leader’s position in the organization and is completely independent of any of the leader’s personal characteristics. Thus, the higher a manager is in the organization hierarchy, the greater is the “perceived power” thought by subordinates. 

2. Reward Power refers to the leader’s capacity to give or withhold rewards for followers. It is based on the capacity to control and provide valued rewards to others. Rewards that may be  under the control of individual manager include salary increase, bonus, interesting projects, promotional recommendations, a better office, assignments with high responsibility in the organization, recognition, positive feed back etc. The greater a managers control over valued rewards, the greater the manager’s reward power and the more power to influence. 


3. Coercive power is a power based on fear. This is the ability to threaten or punish the followers when they do not engage in desired behaviors. Forms of coercion or punishment include criticisms, terminations, and reprimands, suspensions, warning letters that go into an individual’s personal profile, negative performance appraisals, demotions and withheld pay rises. Punishment may range from loss of a minor privilege to loss of one’s job.

4. Expert power is based on the possession of or expertise, knowledge, skills or information. This is the power of knowledge and skills of special kind that are important in getting the job done. To the extent that a leader possesses expertise and information that is needed or desired by others, the leader has expert power. Physicians, lawyers, and university professors’ may have considerable influence on others because they are respected for their special knowledge. A manager who is capable of achieving an important methodological breakthrough that no other companies dreamed of and a secretary who knows how to unrevealed or reveal bureaucratic red tape all have expert power over any one who needs that information.


5. Referent/Charismatic power is power that results from being admired, personally identified with or liked by others. It is based on identification, imitation, or charisma i.e. followers may react favorably to a leader because they identify in some way with the leader, who may be liked them in personality back ground or attitudes. In other situations followers might choose to imitate a leader with referent power by wearing the same kind of clothes, working in the same hours, or espousing the same management philosophy. For example, a movie Star, a Great Athlete, a Great Foot Ball player, a Musician or a Military Hero might possess considerable referent power.  The strength of referent power is directly related to such factors as the amount of prestige and admiration the influence confers up on the influencer. The more the leader is able to cultivate the liking, identification, and admiration of others, the greater the referent power. 


[bookmark: _Toc278312531]7.1.3 Leadership Theories

The systematic study of personal characteristics and traits of leaders began as a consequence of the need for military officials during world war I. Many business and governmental organizations also began to attempt to discover the characteristics that distinguished their most effective managers from the least effective ones.
1. Trait Theory
Trait are distinctive/personal qualities or characteristics of an individual, such as physical (height, weight, appearance, health, etc), personal (self-confidence, dominance, adaptable, sociability, etc) and mental (intelligence, creativity, knowledge, technical competence etc). A leader trait is a physical or personality characteristics that can be used to differentiate leaders from followers. 
Trait theory attempts to find traits that make a leader. It is the old approach theory, which focused on identifying the personal traits that differentiate leaders from followers. Trait theory originated from an ancient theory called “great Man” theory that assumes “leaders are born not made”- a belief dating back to the ancient Greeks and Romans.
The idea in trait theory was to see whether certain traits would predict the individuals who would emerge (be identified by members of the group) as leaders. In searching for measurable leadership traits, researchers took two approaches:
i) They attempt to compare the traits of those who emerged as leaders with the traits of those who did not.
ii) They attempted to compare the traits of effective leaders with those of ineffective leaders.
Studies that were conducted on both the first and second category have failed to distinguish/uncover any traits that clearly and consistently distinguish leaders from followers and to isolate traits that are strongly associated with successful leadership. 
Generally, the effort to identify universal leadership traits ran into difficulties for the following reasons:
· Not all leaders possess all the traits and many non-leaders may possess most of the traits.
· It gives no guidance as to the magnitude of each trait for a person to be leader.
· No agreement has been reached as to what their relationships are to the actual instances of leadership.
· Traits tend to be a chicken-and-egg proposition i.e. successful leaders may display traits such as good vocabulary, education, and self confidence after they have assumed leadership positions.

In general the study of leader traits has not been a very fruitful approach to explaining leadership. Clear cut results have just not been forthcoming. Traits are important, but they are only one part of the picture. This theory ignores situational factors in the environment that influence the effectiveness of leadership. All these short comings undoubtedly accounted for the decline in the importance of trait theory. 
2. Behavioral Theories
When it becomes evident that effective leaders did not seem to have distinguishing traits or characteristics, researchers tried to isolate the behaviors that made leaders effective. In other words, rather than try to figure out what effective leaders were, researchers tried to determine what effective leaders did, how they delegate tasks, how they communicated with and tried to motivate their subordinates, how they carried out their tasks, and so on. This tries to answer the questions “what do effective leaders do? What ineffective leaders don’t do? How do subordinate react emotionally and behaviorally to what the leader does?”
Two major dimensions of leader behavior emerged from this body of research; one deals with how leaders get the job done and the other deals with how leaders treat and interact with their subordinates. 
I) The University of Michigan Studies
Through interviewing leaders and followers, researchers at the University of Michigan identified two distinct styles of leadership, referred to as job-centered and employee-centered.
· Job-centered leader practices close supervision on the subordinates’ performance. This leader relies on coercion, reward, and legitimate power to influence the behavior and performance of followers.
· Employee-centered leader believes in delegating authority and supporting followers in satisfying their needs by creating a supportive work environment. The employee centered leader is concerned with followers’, their personal advancement, growth and achievement. 
II) The Ohio state Studies
These studies isolate two leadership factors, referred to as initiating structure and consideration.
· Initiating structure involves behavior in which the leader organizes and defines the relationship in the group, tends to establish well-defined patterns and channels of communication, and spells out ways of getting the job done.
· Consideration involves behavior indicating sensitiveness to subordinates, respect their ideas and feelings, and establishes mutual trust and friendship between the leader and the followers.
In short, the behavioral theory attempted to identify effective leader behaviors that would work in every situation. But researchers found that leader behaviors that worked best in one situation were not often as effective in other situations.
3. The Contingency/Situational Leadership Theory
Situational leadership theory grows out of an attempt to explain the inconsistent findings about traits and style/behaviors. Situational theory proposes that the effectiveness of a particular style of leader behavior depends on the situation. As situations change, different styles become appropriate. In other words, the contingency/situational theory holds that appropriate leader traits or behaviors are contingent or dependent on relevant situational characteristics.  More specifically, the contingency leadership theory states that, leadership is the result of the interaction of:
· Leaders: behavior and competence.
· Followers: behavior and competence.
· Situations: situational variables such as job characteristics, organizational policies, leader-member relations, and position power. 
According to this theory, there are situational factors or dimensions which are finite in number and vary according to the leader’s personality; the requirements of the task; the expectations, needs and attitudes of the followers; and the environment in which all are operating. 
7.1.4 [bookmark: _Toc278312532]Leadership Styles

Leadership style implies the way in which the leder exercises leadership; it is the way in which the functions of leadership are carried out or way wow leaders behave towards their subordinates in the accomplishment of the work. These ways of behaving towards subordinates are influenced by management philosophy towards work and people. Behind every managerial decision or action is a set of implicit assumptions concerning the nature of work ad the nature of human beings.

Theory of X and Theory of Y
A manager’s philosophy about work and the people who perform the work will influence his/her approach to leadership. Douglas McGregor has hypothesized two sets of assumptions about people that serve as a philosophical base for leadership action. These are Theory X and Theory Y assumptions.
Theory X assumption-pessimistic and negative
A manager basing an operating philosophy of Theory X would impose a directive leadership style on the individual or work group s/he is supervising. Coercion, negative motivation, and refusal to allow employee participate in decision-making would probably be the action of the manager. Why? Because the manager assumes:
· People inherently dislike work and when possible will avoid it.
· They have little ambition, tend to shun responsibility and prefer to be directed
· Above all they want security.
· Hence, in order to get them to achieve organizational objectives, it is necessary to use coercion, control, and threats of punishment to get them to put forth adequate effort to ward achievement of organizational objectives. 
Theory of X emphasizes the work-centered approach to management. An external force is needed to accomplish organizational objectives under the conditions prescribed in Theory of X. This force is dependent up on the traditional concept of authority. Indeed, it is so dependent upon authority that organizations which subscribe to Theory X are frequently referred to as authoritarian organizations, authoritarian leaders. 

Theory Y assumption-adopts to a developmental approach/modern and positive set of assumptions
A manager with Theory of Y assumption will prepare him/herself to work with people as individuals, to involve people in the process of decision-making, to openly encourage people to seek responsibility and to work with people to achieve their goals. Why? Because the manager assumes:
· The average human being does not inherently dislike work; the physical and mental effort involved in work is as natural as a play or rest. 
· External control and threat of punishment are not the only means of bringing about effort toward organizational objectives. A person will exercise self-direction and self control in the service of objectives to which s/he is committed.
· People generally become committed to organizational objectives if they are rewarded for doing so.
· The average human being learns, under proper conditions, not only to accept, but also they seek responsibility. 
· Many people have a relative high degree of imagination, ingenuity, and creativity in the solution of organizational problems. 
· The average person’s intellectual potential is only partially utilized under the conditions of modern industrial life.
The assumption in theory Y has remarkable different implications for managers than do those of Theory X. Instead of blaming poor performance on basic human nature, Theory Y places squarely on management the responsibility for tapping the reservoir of creativity, hard work, and imagination. The worker’s performance is limited only by management’s ability to use human resources effectively. Theory Y also has implications for decision-making. Because it recognizes worker’s intellectual potential, this philosophy suggests that organizational goals are best achieved if workers have voice in decisions. Participatory decision making is especially important as it relates to a person’s job. In addition, Theory Y vie of human nature implies that a manager’s role is not to manipulate workers; rather, it is to create an atmosphere in which workers can use their commitment and involvement to satisfy their personal needs as well as those of the organization.
Criticism on both assumptions: theory X describes “organization without people”. Theory Y describes “people without organization”. Both suffer from too much generalization in that sweeping statements are made concerning work and human behavior. The behavioral characteristics suggested by each theory represent the extremes of the different of personality traits in the general population. Neither of these theories is consistently in accord with research findings. 
There are four more specific leadership styles. These are namely autocratic, democratic, laissez fair and situational.
1. Autocratic (Authoritarian) Leadership Style
It is closely associated with the classical approach to management. The manager who follows this style is dogmatic and leads by the ability to withhold or give rewards and punishment, i.e. Motivation is through incentives and fear. In this style, decision-making is solely by the manager, in other words, the leader retains all authority and responsibility. In the extreme case, the manager makes the decision and announces it to the work group. There is no opportunity for in put into the decision making process by the subordinates and communication is primarily downward. The autocratic leader is task-oriented and places little value on showing consideration to subordinates as a leadership technique. The autocratic manager uses Theory X assumption as his philosophical base for leadership. 
There are situations where managers are forced to use this leadership style. Some are:
· When there is a need to influence subordinates in favor of organizational objectives which has an effect o individuals. 
· When subordinates are new, they need to be directed. 
· When the situation calls for unilateral decision-making; perhaps there is no enough time for quality input from subordinates or the subordinates may lack information.
Limitations 
· Employees’/subordinates’ ideas will not be used to solve organizational problems, which in some cases subordinates may have better ideas than the superior about a particular problem. 
· Subordinates would be demotivated, i.e. it may suppress individual initiative.
· Poor implementation of decisions.

2. Democratic/Participative Leadership Style
In this leadership style, the manager involves subordinates in making organizational decisions, shares problems with them and shares authority to reach a decision. Subordinates take part in the decision-making process through consultation. The leader delegates a great deal of authority while retaining ultimate responsibility. Active two-way communication (upward and downward) exists. The democratic leader uses Theory Y assumption as his/her philosophical base for leadership. 
Limitations
· Subordinates may be too involved to influence the manager even when there is no need.
· The manager may not be able to influence the subordinates to the extent needed. 
However, the major advantage of this leadership style is that, it enhances personal commitment through participation. 
3. Laissez-Fair/Free-Rein Leadership Style
In this leadership style, leaders generally give the group complete freedom, provide the necessary materials, participate only to answer questions, and avoid decision-making whenever possible. The leader either sets limits and the followers work out their own problems, or the individuals set their own goals. In this style, leaders depend largely on subordinates to set their own goals and the means of achieving them, and they see their role as one of aiding the operations of followers by furnishing them information and acting primarily as a contact with groups external environment, i.e. the leader’s role is to serve as a logistics specialists or representative of the group to outside groups. The leader denies responsibility and abdicates authority to the group. 
The application of Laissez-Fair style can be found with individuals or groups that the manager views as being knowledgeable, independent, or motivated. Additionally, if the work group is composed of high activities, or is highly research oriented, this style has potential benefits. Primarily horizontal communication among peers exists. This is applicable to highly professional personnel and work. 
Limitations
· Group may drift aimlessly in the absence of direction from leader.
· It may make things out of control.

Advantages
· It gives quite freedom for subordinates.
· It gives much responsibility and self guidance for subordinates.
· It permits self-starters to do things as they see fit without leader.

4. Situational Leadership Style
It is now recognized that effectiveness of one or the other leadership style depends on the situation. The situational leadership style states that for a manager to be democrat, autocratic or laissez-fair, situations force him/her. The manager, in developing his own style of leadership need not restrict his choice from among a limited class of style or approaches. The style a manager chooses may depend upon the following situations.
· Forces in the manager such as his value system, his confidence in subordinates.
· Forces in subordinate, example, subordinates expectations. 
· Forces in situations, example, type of organization, the nature of the problem, the pressure of time, etc.
For example, an autocratic leader may behave democratically when the success of a change, program, policy, or decision is critically dependent on employee acceptance and cooperation. A democratic leader may find it wiser to behave autocratically when a decision is associated with a high degree of risk and uncertainty, or when he is facing a crisis or an emergency situation, etc. Nevertheless, leadership behavior should be viewed along a continuum from work centered to people centered. 
[bookmark: _Toc278312533]7.2 MOTIVATION

[bookmark: _Toc278312534]7.2.1 The concept of motivation
          The term motivation derived from the Latin word movere  meaning “to move.” In the present context, motivation represents “those psychological processes that cause arousal, direction, and persistence of voluntary actions that are goal oriented. Managers need to understand these psychological processes if they are to successfully guide employees toward accomplishing organization objectives. 
       Motivation is an internal force that energizes behavior. gives direction to behavior, and underlies the tendency to persist. This definition of motivation reactivation  recognizes  that in order to achieve goals,  individuals must be sufficiently stimulated and energetic , must have a clear focus or end in mind ,and must be willing able to commit their energy for a long enough period of time to realize their aim. Since the leading function of management involves influencing others to toward their aim. Since the leading function of management involves influencing others to work toward organizational goals, motivation is an important aspect of that function. 
   Because motivation is an internal force, we cannot measure the motivation of others directly .Instead, we typically infer whether or not other individuals are motivated by watching their behavior. As managers analyze their work forces, they can always see some people who outperform others of equal skill. A closer look might reveal instances in which a person with out sanding talents is consistently outperformed by someone having lesser talents. Why? These latter employees appear willing to exert more effort, to try harder, to accomplish their goals, often these hard workers are described by their bosses as “motivated employees.” Motivated individuals work hard, persist and are goal oriented.

Motivators
Motivators are things, which induce an individual to perform. while motivation reflects wants motivators  are the identified rewards or incentives that sharpen the to satisfy these wants They are also the means by which conflicting may be one need heightened so that it will be give priority over another. A motivator is something that influences an individual’s behavior. It makes difference in what a person will do.
The Motivation Cycle
The starting point in this cycle is a need or a deficiency or a state of felt deprivation an individual experiences at a particular time This deficiency causes tension ( physiological or psychological in balance) which will be modified by one’s culture and personality to cause certain wants leading motivating the individual to some kind of goal directed behavior. This leads to satisfaction and one cycle of motivation will be completed. 
  Deficiency triggers a drive for need satisfaction ,which causes an individual to take a certain of action that will alleviate a need and reduce a drive, the need for food for example will result hunger and hunger will drive or drive or motivate the  individual to take action (eating food ), which will achieve the goal. This goal attainment will restore the physiological or psychological balance and reduce or cutoff the drive for food. 
 Motivation Vs Satisfaction
Motivation    refers to the drive and efforts to satisfy a want or a goal. Satisfaction refers to the contentment experienced when satisfied. In is other words, motivation implies a drive toward an outcome & satisfaction is the outcome already experienced. 
 Motivation and Performance
All too often motivation and performance are assumed to be one same .This faulty assumption can lead to poor managerial decisions. The following formula for performance helps put motivation into proper perspective;
Performance= Ability x Motivation x Environmental conditions
 Thus, we see motivation is a necessary but insufficient in one factor can negate the other. The above relationship between performance and motivation clearly shows us that managers should hire individuals who have the ability to do what is required. After that, the management challenge is providing environmental conditions that nurture and support individual motivation to work toward organizational goals. Keeping other variables constant, motivation and performance have neither positive nor negative relationship. As motivation increases, job performance increases, reaches it’s maximum and then decreases. After the optimal point further motivation brings about anxiety, tenseness, fretfulness, and the anxiety eventually decreases performance. 

[bookmark: _Toc278312535]7.2.2 Characteristics of Motivation
Motivation is characterized by the following features
Motivation is unending process. As man has a number of wants and all wants cannot be satisfied at one time, motivation becomes a continuous task of managers. Human needs are infinite.
Motivation is a psychological concept. It deals with the psychology of workers
Motivation is total and not partial. An individual is motivated fully and not partly because motivation is related to the needs and psychological states of people.
Motivation may be financial or non-financial
Motivation includes increasing wages, allowances, recognition, and praise, giving more responsibility and inducing to participate in the decision-making process. The appropriateness of motivation depends on the situations and individual characteristics.
Motivation is determined by human needs. In order to motivate, knowing the need of an individual is mandatory. A need that is already satisfied cannot be a motivator. The purpose of motivation is to induce an individual to put forth all his capacities to his job through satisfying his needs.
Motivation cannot be applied to a frustrated man.
Motivation may be positive or negative.

[bookmark: _Toc278312536]7.2.3 Importance of Motivation
Motivation provides the following advantages to an organization.
· Through motivation, an organization can utilize the factors of production to the maximum.
· When people are motivated there is willingness to work.
· When people are highly motivated absenteeism would be less.
· Labor turnover would be low. If employees are motivated positively, there is a tendency on their part to stay in the organization.
· Efficient personnel would be attracted to the organization.
· If there is positive motivation in the organization, there will be good labor relations.
· The knowledge and skill of employees can be developed and improved.
· Motivation develops a sense of belongingness.
· Motivation serves as a basis of co-operation.

[bookmark: _Toc278312537]7.2.4 Theories of Motivation

A. Carrot and Stick approach
The Carrot and Stick metaphor relates to the use of rewards and penalties in order to induce desired human behavior. It comes from the old story that to make a donkey move one must put a carrot in front of it and if it does not move beat it with stick from behind. Carrot represents rewards (money, bonus, salary increase, employment, promotion etc.) while stick implies penalty, punishment, fear of loss of job, income, demotion, etc.
Despite many new theories of motivation, reward and punishment are still considered strong motivators. For centuries, however, they were too often thought of as the only forces that motivate the people. At the same time, in all theories of motivation, the inducement of some kind of “carrot” is recognized. For example, money, even though, it is not the only kind of motivating force, has been and will continue to be an important one. 
Failures of carrot and Stick approach 
Carrot can be obtained by any member of the organization without differentiation in performance through such practices as salary increases and promotion by seniority, executive bonuses not based on individual manager performance, etc. So such person will not be motivated by some kind of carrot. Hence, it will be some what difficult to motivate people through material incentives. It is difficult to motivate white-collar people with such material incentives and motivating people by ways of financial incentive will be costly to the organization. 
The stick in the form of penalty has been and continues to be strong motivator. Yet it is admittedly not the best kind (negative motivator). It often gives rise to defensive or refectory behavior, such as militant union organization, poor quality work, executive indifference, failure of a manager to take any risk in decision-making, or even dishonesty. 
B. Money as a Motivator
Even if under the carrot and stick approach money as a sole motivator has been criticized, it is used as a motivator (motivating factor ) but not the only one. Money can used as a motivator under the following conditions;
· For people who have low-level standards of living and who badly need it for their life.
· When the amount is so significant that the organization uses it for competitive purposes. 
· When the payment is so differentiated that even at equal position discriminatory payment is made for people with different levels of performance. 

C. Maslow’s Need Hierarchy
One of the most widely mentioned theories of motivation is the hierarchy of needs theory put forth by psychologist Abraham Maslow. Maslow proposed that motivation is a function of needs, and he also proposed that human needs are arranged hierarchically (in a form of hierarchy). The hierarchy of needs is based on four premises:
1. Only an unsatisfied need can influence behavior; a satisfied need is not a motivator. What motivates a person is what s/he does not have but what s/he has.
2. A person’s needs are arranged in a priority order of importance. Thus, the priorities (hierarchy) go from the most basic needs to the most complex. 
3. As the person’s needs are meet on one level, the person advances to the next level of needs. S/he will focus on the first level need until it is minimally satisfied before moving to the next level. 
4. If satisfaction is not maintained for a once-satisfied need, it will become a priority need again. 
Based on the above premises, Maslow proposed that human needs form a five-level hierarchy. 	
1. Physiological Needs
These are the basic needs for sustaining human life itself, such as food, water, air, shelter, sleep, etc. Maslow took the position that until these needs are satisfied to the degree necessary to maintain life, other needs will not motivate people. In other words, as Maslow points out, a person lacking food, love and esteem wants food more than s/he wants acceptance or prestige. These other needs would be unimportant. In the working environment, management tries to satisfy these needs primarily through salary and by eliminating threats to physical safety.  

Fig 7.1 Maslow’s Hierarchy of Needs

2. Safety/security Needs
When physiological needs are satisfied, safety needs become a priority as a motivator. Safety needs include freedom from fear and anxiety, job security, desires for retirement and insurance programs and so on. As with physiological needs, management attempt to satisfy safety needs primarily through salary.
3. Social/Affiliation Needs
Once we feel reasonably safe and secure, we turn our attention to relationships with others in order to fulfill our belongingness needs, which involve the desire to affiliate with and be accepted by others, i.e. the need for friendship, companionship, and a place an a group. Love needs include both giving and receiving. These needs are meet by frequent interaction with fellow workers and acceptance by others.
4. Esteem Needs
Esteem needs include the desire for both self-esteem (self respect) and public esteem, and recognition by others. These needs take two different forms. First, we have a need for competency, confidence and independence. We also want the prestige, status, recognition and appreciation that others give on us. Satisfying esteem needs produce self worth pride, self confidence, and true sense of importance; not satisfying them produces feelings of inability and inadequacy-feeling of inferiority, weakness and helpless. Attaining goals leads to feelings of self-respect, strength and confidence. In satisfying these needs, people seek opportunities for achievement, promotion, prestige, and status that will provide recognition of their competence and worth. 
5. Self-Actualization Needs
These are needs for personal growth, self-fulfillment, and the realization of person’s full potential. For athlete, it may be breaking a world’s record; and  for the research scientist, it may be finding a cure for HIV/AIDS. 
Maslow’s theory suggested that people must satisfy lower-level physiological needs before working toward higher-level needs. Maslow’s hierarchy, although intuitively appealing and frequently used in management training, has not found widespread support from management researchers. Beyond the first two basic needs, people vary in their need emphasis. Some may seek social need satisfaction, while others may emphasize esteem needs or self-actualization needs. Thus, each individual may respond differently to organizational characteristics. Moreover, the steps in Maslow’s hierarchy may not be necessarily experienced in a sequential manner. People may have more than one need at the same time. Situations detect which needs are most important. However the significance of this theory to management is to apply different motivators to different employees found in the hierarchy. 
D. Herzberg’s Motivation 
Herzberg developed a theory known as the two-factor theory of motivation. Herzberg believed that two entirely separate sets of factors contribute to an employee’s behavior at work. He labeled the factors that produced job satisfaction as Motivators. His analysis indicated these factors are directly related to job content. The absence of motivational factors may not result in dissatisfaction, but their presence is likely to motivate employees to excel. When motivators are absent, workers are neutral toward work, but when motivators are present, workers are highly motivated and satisfied. Herzberg labeled the factors that led to job dissatisfaction as hygiene and found they are related more to the work setting, or job context, than to job content. These factors do not necessarily motivate employees to excel, but their absence may be a potential source of dissatisfaction, low morale, and high turn over. When hygiene factors are poor, work is dissatisfying. However, good hygiene factors simply remove the dissatisfaction; they do not by them selves cause people to become highly satisfied and motivated in their work.  	
· Motivating factors leading to job satisfaction include: achievement, personality, recognition, advancement, creative and challenging work, growth on job, etc.
· Hygiene’s leading to dissatisfaction include; company policies, quality of supervision, interpersonal relations, working condition, job security, salary, employee benefits, etc.


[bookmark: _Toc278312538]7.3 Communication

Communication is the process of transmitting information among two or more people. It is the glue that holds organizations together. Communication assists organization member to accomplish both individual and organizational goals, implement and respond to organizational change, coordinate organizational activities, and engage in virtually all organizational relevant behaviors. It would be extremely difficult to find an aspect of a manager’s job that does not involve communication. In other words communication is unavoidable in an organization’s functioning. By its very nature a manager’s job requires communication. The success of every manager and every organization depends on communication because in any undertaking involving two or more persons, it is essential for the coordination of individual activities.  
There is no agreeable single definition for communication but a number of scholars define it in the following manner.

· Communication is the transfer of information from the sender to receiver, with the information being understood by the receiver. 
· Communication is the process by which information is transmitted between individuals and organizations so that an understanding response results. 
· Communication is an exchange of facts, ideas, opinions or emotions by two or more people.
· Business communication is a process which involves the transmission and accurate replication of ideas ensured by feedback for the purpose of eliciting actions which will accomplish organizational goals.
· Communication is the exchange of messages in writing, speaking or images.
· Communication is sharing information of providing entertainment through works or speech or other methods.
· Communication is the process whereby one person transmits a message through a channel to another person, with some effect.
· Communication is an intercourse by words, letters, symbols or messages and is a way that one organization member shares meaning and understanding with another.
Each definition has elements of truth or utility, but no one of them is complete. Managers, rarely, spend their time alone at their desks thinking, planning or contemplating alternatives. In fact managerial time is spent largely in face-to-face electronic or telephone communication with subordinates, peers, supervisors, suppliers or customers. They transmit and receive ideas, reports, data and other forms of information needed to make an enterprise function. The success achieved by an organization reflects the effectiveness of its communication.

[bookmark: _Toc278312539]7.3.1The Communication Process

The major variables in the communication process include:
a) Stimulus and motivation.
b) Encoding
c) Choosing media/channel
d) Decoding 
e) Feedback

Stimulus and motivation; a body of or mental activity has to be stared in order to be need of communicating an idea. Doubts, ambitions, curiosity, etc stimulate thoughts and then that trigger communication. The stimulated person has to be motivated communicate.
Encoding: After being stimulated and motivated to communicate, the sender must decide how best to convey a message. Encoding is the process of putting a message in to a form in which it ids to be transferred. It is translating an idea in to a message.
Choosing media/channel: The channel is an important factor for the success of communicating a message. Face-to-face discussion, memorandum, magazines, radio, newspaper, telephone, television, are among important media of communication. Which channel or media to use is determined by: the need for an immediate feedback, degree of importance of the message, need for a permanent record, need for formality, required degree of accuracy, cost of the medium, etc.
Decoding: Ehen the encoder’s message is picked up, the receiver tries to make sense out of it; that is to decode it. This is a process by which the receiver assigns meaning to the symbols transmitted by the sender. It is a process of translating a message into an idea. 
Feedback: Feedback is the reaction that receiver has to a message. It helps to evaluate the effectiveness of communication. That is, it shows whether the message has been transmitted accurately and completely. Feedback helps to improve future communication process because it helps to understand existing problems.  
Characteristics of Communication
The following are some of the characteristics of communication
· Communication is a process.
· Communication is symbolic-gestures, sounds, letters, numbers and words represent an idea meant to communicate.
· Communication is contextual-the meaning may vary depending on contexts
· Communication is purposive- it is done to share meaning, to impart information or influence.
· Communication is two way
· Communication involves people.
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Formal and Informal Communication
A. Formal Communication
This is a communication, which is intentionally designed by the organization. Information flows through the formally established channel and is concerned with work related matters. Formal communication includes; Vertical communication (downward and upward communication), Horizontal communication, and Diagonal communication.
i. Vertical communication is a communication that involves a message exchange between two or more levels of the organization hierarchy. Vertical communication can involve a manager and a subordinate or can involve several layers of the hierarchy. It includes downward and upward communications. 
· Downward communication occurs when information is transmitted from higher to lower levels in an organization. Downward communication starts with top level management and flows down through the management levels to line workers and non-supervisory personnel. The major purposes of downward communication are to provide organization members with information about organizational goals and policies. The kind of media used for downward communication include instructions, speeches, meetings, the telephone, grapevine, memoranda, letters, handbooks, pamphlets, policy statements, procedures, etc.
· Upward communication- in such situations, the communicator I at a lower level in the organization than the receiver. In other words, information flows from the subordinates to the superior. The main function of upward communication is to supply information to the upper levels about what is happening at the lower levels. It includes the flow of opinions, ideas, complaints, progress, reports, suggestions, explanations, and request for aid or decisions and other kind of information from subordinates up to managers. Typical means for upward communication besides the chain of command are suggestion systems, appeal and grievance procedures, compliant systems, counseling sessions, group meetings, etc.
ii. Horizontal communication is lateral message exchange either within work unit boundaries, involving peers who report to the same supervisor, or across work unit boundaries, involving individuals who report to different supervisors. It takes place among departments or people on the same level of hierarchy. It is useful to coordinate activities. Horizontal communication can take many forms, including meetings, reports, memos, telephone conversations, and face-to-face discussion between individuals. 
iii. Diagonal communication involves the flow of information among departments or individuals on different levels of hierarchy. This occurs often I the case of line and staff departments, in which the staff has functional authority. It is also common to find diagonal communication among line departments, again in which one of them has functional authority. The use of diagonal channel would minimize the effort extended by the organization (upward and hen horizontal). 

B. Informal communication
It is a communication, which is not deliberately designed by the organization. It is rather created by informal groups in order to satisfy their need to interact and share information among themselves. In the informal communication, information flows in unstructured and unpredictable ways. In other words, it is a structure less network. Informal communication channel is commonly termed as grapevine because of its structure less direction of flow. Normally the information flow in grapevine is considered to be secret or confidential. 

[bookmark: _Toc278312541]7.3.3 Barriers to Effective Communication

Any factor that impels the exchange of information between a sender and receiver is a barrier to communication. The following are some of the most common barriers of effective communication:
Differing perceptions:-Individual variation is one common source of communication barriers. People who have different backgrounds of knowledge and experience often perceive the same phenomenon from different perspectives.
Language differences: - For a message to be properly communicated, the words used must mean the same thing to the sender and the receiver. The same symbolic meaning must be shared. Jargons must be avoided.
Noise: - Any factor that disturbs confuses or otherwise interferes with communication. Noise leads to information distortion.
Emotionality: - Emotional reactions such as Unger, love, defensiveness, hate, jealousy, fear, and embarrassment influence how we understand others messages and how we influence others with our own messages.
Inconsistent Verbal and Nonverbal Communication:- The message we send and receive are strongly influenced by such nonverbal factors as body movements, clothing, the distance we stand from the person, we are taking to, our posture, gestures, facial expression, eye movement and body contact.
Distrust: The credibility of a message is to a large extent a function of the credibility of the sender in the mind of the receiver. A sender’s credibility is in turn determined by a variety of factors.
Filtering: - Is the act of interpreting information only having better conditions.
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Overcoming barriers is a two-step process. First one must learn to recognize the various types of barriers that can occur. Second, one must act to overcome the barriers.
a) Overcoming differing perception-The message should be explained so that it can be understood by those with different views and experiences.
b) Overcoming differences in language-The meanings of unconventional or technical terms should be explained; single, direct and natural language should be used.
c) Overcoming noise-Noise is best dealt with by eliminating it. As a whole it is good to avoid distracting environments. When noise is unavoidable, increase the clarity and strength of the message.
d) Overcoming emotionality-Before a crisis, try to understand your subordinate’s emotional reactions and prepare yourself to deal with receivers. Also think about your own moods and how they influence others.
e) Overcoming inconsistent verbal and nonverbal communication-Gestures, clothes, posture, facial expression and other powerful nonverbal communications should agree with the message.
f) Overcoming distrust-Overcoming distrust is to a large extent the process of creating trust.
g) Redundancy-Being redundant purposefully might be necessary. Repeating or restating a message ensures its perception or reinforces its impact.
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1. Directing is the process of integrating people with the organization so as to obtain their cooperation. 
2. The major components of directing are leadership, motivation, and communication.
3. Leadership is the art of influencing others to direct their will, abilities and efforts to the achievement of leader’s goals. 
4. Motivation is the process by which behavior is mobilized and sustained in the interest of meeting individual needs and achieving organizational objectives. 
5. Communication can be classified in different ways such as degree of formality, direction, method and other variables.










[bookmark: _Toc278312544]Review and Discussion Questions
1. What factors determine the success of a leader?
2. Discuss the various types of power. Relate the concept of power to the types of power to the types of leadership styles.
3. Explain the styles of leadership.
4. Discuss on the basic difference between Maslow’s and Herzberg’s theories of motivation.
5. Identify and explain the basic elements of communication.
6. Discuss the different methods of communication.
7. Explain the barriers of communication. 
8. What principles do you suggest to improve communication problems.
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[bookmark: _Toc278312546]THE CONTROLLIGN FUNCTION
This chapter examines controlling, the last of five functions of management. Controlling is considered last because it affects and is affected by the other four functions, not because it is any less important. A combination of well-planned objectives, strong organization, capable direction, and motivation has little probability of success unless there exists an adequate system of control. Planning, organizing, staffing, and directing must be monitored to maintain their effectiveness and efficiency. Hence there is a need for competent people to plan, organize, and direct a control system that will work well. 
In addition to the relationship to the other four functions of management, there is a very practical need for controlling. Organizational resources are limited. Their acquisition and use are critical to the survival of the organization. Managers review performances of employees daily, weekly, and monthly to determine actual performance and budget updates are sent to managers to compare actual spending with allocations. A sound organization operates under control-its progress is monitored to correct deviations or to revise critical plans.
In this chapter we examine importance of controlling, the process, types of control, and control characteristics.
Objectives of the Chapter
After studying this chapter, you should be able to:
· Define the concept of managerial control
· Explain the importance of controlling in management
· State the necessary conditions for effective control
· Describe the steps of controlling.
[bookmark: _Toc278312547]8.1 Meaning
  Controlling is the process through which managers assure that actual activities conform to planned activities. Controlling is the process of regulating organizational activities so that actual performance conforms to expected organizational standards and goals.  It is checking current performance against predetermined standards contained in the plans.
[bookmark: _Toc278312548]8.2 IMPORTANCE OF CONTROLLIG
All the good planning efforts and brilliant ideas in the world do little good a firm has no   system of managing control. There, is an essential part of effective organizational management. Specifically, control helps an organization adapt to performance. 
Adapting to changing condition- in today’s dynamic and unpredictable business environment control    plays a crucial role than ever. A properly designed control system allows manager to effectively anticipate, monitor, and respond to often constantly changing conditions.
Limiting the magnifications of errors- generally a small error or mistake does not adversely affect organizational operation .however, small error /mistake left uncorrected (perhaps one undetected as a result of a lack of control) may be magnified with the progress of time, eventually harming the whole organization. 
Another purpose of controlling is to determine whether people and the various parts of an organization are on target, achieving chooses goals and maps out the necessary strategy and tactics controlling attempts to performances of individuals, departments, divisions, and the entire organization. 
   The controlling process is closely associated with the other thee functions of management. Planning, organizing and leading if builds most directly on the planning function by providing the means for monitoring and making adjustment in performance so that plan can be realized still, controlling also supports the organizing and leading functions by helping ensure those resources are channeled toward organization, capable direction. A combination of well- palled objectives, strong organization, capable direction and motivation has little probability of success unless there exists an adequate system of control. Planning, organizing, staffing, and directing must be monitored to maintain their effectiveness and efficiency. 
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    Although control systems must be tailored to specific to specific situations, such systems            generally follow the basic .The controlling process has five major steps.
1. Determine Areas to control  
The first Major step in the control process is determining the major areas to control  i.e. identify critical control points include the areas of an organization’s operations that directly affect the success of its key operations ,areas where failures not be tolerated and costs in time and money are greatest managers must make choices  because it is expensive and virtually  impossible to control every aspect of an organization’s activities .in addition ,employees often resent having their every move controlled .managers usually base  their major controls on the organizational goals and objectives developed during the planning process. 
2. Establishing standards 
    Standards are units of units of measurements established by management to serve as benchmarks for comparing performance levels. They spell out specific criteria for evaluating performance and related employee behavior. The exact nature of the standards to be used depends on what is being monitored.
           Standards, if possible, must be; 
· Specific and quantitative as much as possible.
· Flexible to adopt the changes that may occur over the future 
· Challenging and should aim for improvement over past performance.
     Generally, standards serve three major purpose related to employee behavior .for one thing, standard enables employees to understand what is expected and how their work will be evaluated. This helps employees do an effective job. For another; standards provide a basis for detecting job difficulties related to personal limitations of organization members. Such limitations can be based on a lack of ability, training, or experience or on any other job related deficiency that prevents an individual from performing properly on the job. Timely identification of deficiencies makes it possible to take corrective action before the difficulties become serious and possibly irresolvable. Finally, standards help reduce the potential negative effects of goal incongruence. Goal incongruence is a condition in which there are major incompatibilities between goals of an organization member and those of the organization. Such incompatibilities can occur for a variety of reasons, such as lack of support for organization objectives (e.g. an employee views the job as temporary and attempts to do minimum), and often result in behaviors that are incompatible with reaching organizational goals. One common manifestation of goal incongruence is employee theft, which includes wasting an organization´s resource, as well as taking equipment, materials and money.
    There are three types of standards: performance standards, corollary standards and standards of conduct. 
Performance standards deal with quality, quantity, cost and time. 
Corollary standards support a given level of performance. These include minimum personnel requirements and adequate physical resources, such as when a company knows it will need at least five hundred workers and will-equipped factory to produce a certain number of terminals. 
    Standards of conduct are moral and ethical criteria that shape the behavioral climaxed of work place. They originate from law, custom and religious beliefs. Examples of standards: producing 800,000 units per year, increasing market share by 20%, cutting cost by 15%, answering all customer complaints within 24 hours. 
3. Measuring Actual Performance
 Once standard are determined, the next step is measuring performance. For a given standard, a   manager must decide both how to measure actual performance and how often to do so. The means of measuring performance will depend on the standards that have been set. The period of measurement generally depends upon the importance of the goal to the organization, how quickly the situation is likely to change, and the difficulty and expense of rectifying a problem if one were to occur. Direct attention to the exception and by doing so, managers can save time and effort.
4. Comparing  Performance against standards 
This is a step where comparison is made between the “what is” and the “what should be”. Managers often base their comparisons on information provided in reports (oral and written) that summarize planned versus actual results, and by working ground work areas and observing conditions, a practice sometimes referred to as Management by Wondering Around (MBWA). The purpose of comparing actual performance against intended performance is, of course, to determine if corrective action is needed. 
    Consequently, the comparison result may show that the actual performance exceeds (positive deviation), meets (zero deviation), of falls below (negative deviation) expectations (standards). Accordingly, if performance fulfills expectations (meets standards), no control problem exists. However, if performance expectations (meets standards), no control problem exists. However, if performance exceeds or fails to meet expectations, further investigation is required to determine the causes. Performance that exceeds expectations may mean either superior talent or inappropriately set standards.  Performance that fails to meet expectation may likely mean inappropriately set standards, poor talent or improper use of resources. The key question in both cases will be, “How much variation from standards is acceptable before action is taken?” The answer to this question will lead to the development of ranges defining upper and lower limits. And performance outside of acceptable range servers as a red flag calling f or taking the necessary corrective action.
     The managerial principle of exception states that control is enhanced by concentrating on exceptions, or significant deviations from the expected result or standard. Therefore, in comparing performance with standards managers need to direct attention to the exception, and by doing so, managers can save time and effort. 
5. Taking corrective Action (on time)
    The corrective action to be taken depends up on the type of deviation that exists. When performance exactly meets (deviation of Zero) or exceeds (positive deviation) the standards set, usually no corrective action is necessary. However managers do need to consider recognizing the positive performance. The type of recognition given can vary from a verbal “well done” for a routine achievement to more substantial rewards, such as bonuses, training opportunities, or pay raises, for major achievements or consistently good work. Yet, favorable deviations should be examined to understand such success. When standards are not meet, managers must carefully assess the reason why and take corrective action. During this evaluation, managers often personally check the standards and the related performance measures to determine whether these are still realistic. Sometimes, managers may conclude that the standards are, in fact, inappropriate- usually because of changing conditions- and that corrective action to meet standards is therefore not desirable. More often, though, corrective actions are needed to reach standards. The standards may have been based on historical data which may be inappropriate to current conditions. In such instances, the past is a poor basis on which to predict the future. Similarly, the use of comparative standards may prove to be problematic since no two organizations are alike. 
In taking corrective actions, managers must carefully avoid two types of errors: taking corrective action when no action is warranted and failing to take corrective action when it is clearly needed. 
[bookmark: _Toc278312550]8.4 TYPES OF CONNTROLLING
     In addition to determining the areas they to control, managers need to consider the types of controls that they wish to use. Based on the time period in which control is applied in relation to the operation being performed, or the stage of productive cycle in which controlling is carried out, there are three basic types of controls: preventive, concurrent, and feedback. Thus, an organization’s performance can be monitored and controlled at three points: before, during, or after and activity is completed.
1. Preventive /steering/ preliminary/Input Control 
 Preventive control focuses on the regulation of inputs to ensure that they meet the standards necessary for the transformation process. It attempts to monitor the quality and/or quantity of resources (financial, physical, human and information) lakes place before the operation begins. It focuses on prevention in order to preclude later serious difficulties in the production process – its aim is to prevent problems before they arise. Nevertheless, since preventive control can’t cover every possible contingency, other type of controls may also be needed. Entrance exams for colleges and universities, policies, rules, procedures, proper selection and training of employees, o employees, inspection raw materials, the implementation of induction and orientation programs-save trial and error cost, frustration of employee. Preventive control comes from an old saying “A gram of prevention is worth a kg of cure.”
2. Concurrent /Screening/  Yes-No/ Checking Control
Concurrent control involves the regulation of ongoing activates that are part of he transformational process to ensure that they conform to organizational standards. It is designed to detects and anticipate deviations from standards at various points throughout the process, i.e. the controlling is carried out during the actual transformation process. The emphasis here is on identifying difficultes in the productive process that could result in faulty outputs.
Because concurrent controls involve the monitoring of ongoing activities, they are the only controls that can cope with contingencies (unexpected events) that cannot be anticipated. When contingencies arises involving activities in a transformation process, a yes/no decision are required. That is, decision must be made whether to continue as before or follow an alternative course, or take corrective action, or stop work altogether. In this way, concurrent controls allow adjustments to be made while work is being done.
E.g. On the job training, on the spot observation, exams, tests, quizzes.
E.g. Performance evaluation, financial statement analysis, final exams 
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Fig. 6.2 Major Control Types by Timing
3. Feedback Controls
Feedback controls are post action controls and focus on the end results of the process. The information derived is not used for corrective action on a project because it has been completed. The feedback control provides information for a manager to examine and apply to future activities that are similar to the present one. The purpose is to help prevent mistakes in the future. 
At the end of the year, for example, a manager should carefully review the analysis of the budget control report. What accounts were overdrawn? Why? Were there any accounts with a surplus? Why? Could funds that were not spent have been allocated to other accounts? Were all priorities met by the budget? At this time, the manager can not modify budget expenditures or allocations for the previous year. But this information can provide a head start as the manager develops the budget plans for the forthcoming year.  
Cybernetic and Non-cybernetic Controls
A basic control process can be either cybernetic or non-cybernetic, depending on the degree to which human discretion is part of the system. A cybernetic control system is a self- regulating control system that, once it is put into operation, can automatically monitor the situation and take corrective action when necessary. 
Example: Computerized inventory system and a heating system controlled by a thermostat.  A non-cybernetic control system is a control system that relies on human discretion as a basic part of its process.
[bookmark: _Toc278312551]8.5 CHARACTERISTICS OF AN EFFECTIVE CONTROL SYSTEM
Controls may have many different characteristics, but some of the most important are:
Future-Oriented to be effective, control systems need to help regulate future events, rather than fix blame for past events. A well designed control system focuses on letting managers know how work is progressing toward unit objectives, pinpointing unforeseen opportunities that might be developed- all aids to future action
Multidimensional in most cases, control systems need to be multidimensional in order to capture the major reliant performance factors, such as, quality, quantity, overhead, etc
Economically Realistic /Cost Effective the cost of implementing a control system should be less, or at most, equal to the benefits derived from the control system. The benefits received from controls should off-set their expenses.
Accurate since control systems   provide the basis for future action, accuracy is vital. Control data that are inaccurate may be worse than no control at all, since managers may make poor decisions on the basis of faulty data they believe to be accurate. \an inaccurate data from a control system can cause the organization to take action that will either fail to correct a problem or create a problem when none existent. Evaluating the accuracy of the information they receive is one of the most important control tasks that manages face.
Acceptable to organization members’ control systems operate best when they are accepted by the organization members who are affected by them. Otherwise, members may take actions to override and undermine controls; i.e. controls will not work unless people want them to. Too many, arbitrary, too few and too rigid controls often cause the satisfaction and motivation of employees to decline. 
Timely control systems are designed to provide data on the state of a given production cycle or process as of a specific time. In order for managers and employees to respond promptly to irregularities, control systems must provide relevant information soon enough to allow corrective action before there are serious repercussions or consequences.
Reliability and Validity controls not only must be dependable (reliable), but also must measure what they intend to measure (must be valid). When controls can’t be relied on and are invalid, they are unlikely to be trusted and can lead to very bad consequences.
Monitorableanother desirable characteristic of control system is that they can be monitored to ensure that they are performing as expected. One way of checking a control system is to deliberately insert an imperfection, such as a defective part, and then observe how long it takes the system to detect and report it to the correct individual.
Organizationally Realistic the control system has to be compatible with organizational realities. All standards for performance must be realistic. Status differences between individuals have to be recognized. Individuals have to be able to see a relationship between performance levels they are asked to achieve and rewards that will follow.
Flexible just as organizations must be flexible to respond rapidly to changing environments, control systems need to be flexible enough to meet new or revised requirements. Accordingly, they should be designed so that they can be changed quickly to measure and report new information and track new endeavors.
Focus on Critical Control Points critical control points include all the areas of an organization’s operations that directly affect the success of its key operations. The focus should be on those areas where failures cannot be tolerated and where that costs in time and money are the greatest.  
Easy to Understand complexity often means lack of understanding. The simpler the control, the easier it will be to understand and apply. Controls often become complex because more than one person is responsible for creating, implementing or interpreting them.
Emphasis on Exception a good system of control should work on the exception principle, so that only important deviations are brought to the attention of management. In other words management does not have to bother with activities that are running smoothly. This will ensure that managerial attention is directed towards error and not towards conformity. This would eliminate unnecessary and uneconomic supervision, marginally beneficial reporting and waste of managerial time. 
Over control versus under control since excessive amount of control can make the occurrence of dysfunctional aspects of control systems more likely, managers need to avoid over control. Over control is the limiting of individual job autonomy to such a point that it seriously inhibits effective job performance. At the same time, managers need to avoid going too far in the other direction, which results in a situation of under control.  Under control is the granting of autonomy to an employee to such a point that the organization loses its ability to direct the individual’s efforts toward achieving organizational goals. 
Determining the appropriate amount of control that should exist in organizations is a significant management decision. With the appropriate amount of control, a manager can be reasonably certain that no major unpleasant surprises will occur and that employees will achieve organizational goals. 
[bookmark: _Toc278312552]Chapter Summary
1. The objective of planning, organizing and directing are getting things done and the objective of controlling is to ensure that things happen as desired.
2. The steps of controlling aredetermine areas to control, establishing standards,measuring actual performance, comparing performance against standardsand taking corrective action necessary to correct deviations from the standards.
3. The types of control may include preventive, concurrent and feedback controls.
4. Control characteristics include future-oriented, multidimensional, cost effective, accurate, acceptable to organization members’, timely, reliability and validity, monitorable, organizationally realistic, flexible, focus on critical control points, , emphasis on exception and easy to understand.

[bookmark: _Toc278312553]Review and Discussion Questions

1. What is the basic difference between controlling and other managerial functions?
2. What is the relevance of controlling to management?
3. What are the basic steps of the controlling process?







[bookmark: _Toc278312554]Reference

1. C.B Gubta, “Business Organization and Management”, Sultan chand& sons, new Delhi.
2. David R.Hampton, “contemporary management”, McGraw Hill Inc., New York, 1981.
3. Ernest Dale. “Management. Theory and Practices.” McGraw Hill Inc. New York, 1981.
4. Fred Luthans, “Introduction to Management, A Contingency Approach”, McGraw Hill Book Company New york, 1973.
5. George R. Terry and Stephen G. Franklin, “Principles of management”, All India Traveller book Sellen New Dethi, 1991.
6. Harold Koonz, Cyril o’Donnel and Heinz Weihrich, “Management”, McGraw Hill International New york, 1980.
7. Henry sisik, “Management and Organization”, South Western publishing Co., Chicago, 1982.
8. Peter F. Druker, “Management: Task and Responsibility”, IIaper& Row, New york, 1973.
9. Peter F. Druker,” The practice of management” Haper& Brothers, New York, 1986.
10. SamulC.Certo, “Principles of Modern Management”, Allyn and Bacon Inc., boston, 1986.
11. Y.K bushan, “Fundametals of business Organization and Management”, Sultan chand& sons, New Delhi.
12. Robert N.Lussier, Management: concepts, Applications, and skil development, “South western college publishing, 1997.
13. Richard m. Hodgets& Donald F. Kuralko, “Management,” Harcount Brace Jovanovich publishers, 1991, third ed.
14. Plunkett and Attner, Introduction to management, Wadsworth publishing company, 1994. 5thed. And 6thed.
15. R.D Agrawal “ Organization & Management” New Delhi




Self-actualization Needs


Esteem Needs 


Social Needs


physiological Needs


Safety Needs












Corporate plans


Departmental/divisional  plans


sectional plans


unit plans






20

image2.png




