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.1.1  INTRODUCTION, e

Organisations aré social system and they play a major and continuing role in lives. We
, liveinan organisational world. Organisations of one form or another are a necessary part
of our society and they serve many important needs:; Because. from birth to death and
- from dawn to dusk we live, work, grow, and are educated in.and by-organisations.

Performance of.an orgamsatlon is the result of the mteraetlon of physical, financial and

human [resources. v
f

1.2 ’DEF[NITIONS oF ORGANISATION

Orgamsatlon as a purposeful system Wlth several subsystems where md1v1duals and
activities are organised to achigve certain predetermined goals through division of labour
‘and co-ordination of activities. Division of labour refers to:-how the work is divided among
the employees and co-ordination refers to how all the various actwmes performed by the
mdwlduals are integrated.or brought together to accomplish the goals of the organisation.
The term orgamsmg is used fo denote one aspect of the managerial - activities when,
. someone is preparmg and scheduling- thé ‘different tasks that need to be completed for
. the _|0b to be done.

m
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The authorities on management science .consider orgamsatlon as.the practlcal side of

business administration. Orgamsauon tefers to the way in which the component parts of
an enterprise are__put into working - order s0 as to'achieve the definite objectlves of the
firm, = - ) N 0

Accordlng to Koontz; “It is the grouping of activities necessary fo attaln the goals of the
enterpnsc and the asmgnment of each grouping to a manager with authority necessary to
supervise it.” _ - '

According to Scheim E.H., “The organisation is the rational CO~qrdinaﬁon of the activities

of .a number of people for the achievement of some common explicit purpose or goal.”

| 1.3 NEED FOR THE EXISTENCE OF ORGANISATION

Effective orgamsatlon is the means to achieve the objectwes of the enterprise. It is the

basic function of management. Organisation makes the proper arrangements of the

requisite resources’ and make its most useﬁ.ll and efficient application. It Pprovides right

direction to the efforts of individuals and | groups The organisation structure results in the

proper, balanced, coordinated and controlled development of the enterprise. It is the only

means to_achieve’ the maximum.objective of the business at minimum sacrifice and

wastages. ' ;

No doubt, orgamsatlon is an_ important tool to achieve the objectives of the enterprise, '
which cari be- proved by the followmg facts:

1. Benefits of division of work. and specialisation. Organisation makes clear
division of work. Every job is assigned to the right person. The duty, authority
and responsibility of evefy employee is predetermined which enablés easy control
of’business affairs, The'scientific: analysis and classnﬁcatlon of job results in
specialisation and its related advantages.

2. Clarity in working relationship. A good organisation structure honours the
principle of thé unity of command which specifies that every employee has to
receive orders from the one specific person and he is responsible for his work
gwen to him only. This enables’ proper execution of work and at the same time
eliminates confusmn duptication and misunderstanding. The principle.of umty of

" direction makes provision of the equal authomy and responsibility at all uniform
levels, so the employées feel that they are not subject to injustice and inequality.

3. Optimum utilisation of resources. Qrganising enables the enterprise to make
optimum utilisation of physical and human resources. An eﬁ‘ectwe organisation
reduces*the wastages of physical and human resources and makes their most
economical-use resulting in_reduction of the cost of producnon |

4. Adaption to change. Elasticity in the orgamsatlon helps in the requisite changes
in the orgamsatlon structure and also in the introduction of new plans and appointment
of. technocrats.




5t

5. Development of personnel. The training‘ facilities enable the employees to ~ Organisation and:
"~ ‘make the optimum use of business resources economically, otherwise the employees. -Mts Environment
" would have adopted ‘trial and-errors method’ and caused a lot of wastage of ' .
resources. " ! - NOTES

6. Effective administration. An eﬁ'ectwe orgamsatlon mtegratcs and »coordmates :
the efforts of individuals and departments Thc coordination results in the achievement
ofthemxnmnnbusm&ssobjecuves at minimum sacrifice. Thus, nbnngseﬁ‘echveness

_ in administration. . 0 i

[ 7. Expansion and growth Orgamsatlon helps in the growth and d1vers1ﬁcat10n of
an entérprise by enabhng it to-deviate from existing rules and regulatlon and
taking up new challenges. : o

'_ K.C Towe rightly says, A sound organisation, is the answer ro every business problem, | :
that'a poor organisation could run a good product into the ground and 'that a good.
organisation with a poor product could run a good product out of ‘the market.

’ . J ’ . - Fal

+

14 ORGANISATIONAL EFFECT[VENESS L :

.

Organisational effectweness‘ is called as organ!satlonal SUCCESS Or growth is deﬂned and
conceptualized in difference ways and ro unanimity is found in different appmaches
Though a large volume of literature is available on the concept and working of organisationa!

_ effectiveness, there is often contradiction in the various approaches. The various approaches|
are judgmental and open to (question. Thus, various terms are often used interchangeably, |
such as, efficiency, productmty, profitability, orgamsat:onal growth to denote orgamsatlonal
effectiveness.

1.5 . DEFINITIONS OF OE |

According to Campbell, “Effectiveness may be defined as the degree to whlch an
organisation realizes its goals..

Aceording to Hummel, “Effectiveness of an organlsat:on can be seen.in terms of the
survwal of the orgamsatmn s

“ oy B D w

1.6 AP?ROACHES‘TO'OE' T

There - are many approaches o concepmal:ze the orgamsanonal effectweness Such
approaches. are given below: Cot

1. Goal Attamment Approach
2 System Approach
3. Strategic Constltueqcies Approach. '

4. Behaviopral App}oach.

- ¥
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Limitations ‘of Goal Attainment Approach s
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§ OE Approaches ' P
hoproach 17| Avoronen | '°°§£§.§ e “:L"E"r;%“!.ﬁ‘.’-f-
Figld . 5 _. .
,1 Goal Attainment Approach . \

LY K -

'Orgamsatlons are created to aohleve one or more goals.. Hence, it, should not come as

no surprise then to find that goal attainment is one of the most. widely used of, effectiveness.
Organisations consider goals- or_ends to which- they are created to achleve In goal
attainment approach achieving set goals is the bottom:line that. counts -
The, goal attainment approach of organlsatlonal effectxveness assumes that:
(a) Organisation must have uinmate goals
(b) Goals must be 1dentlf ed to-be’ understood ” o .
(¢) Goals must be few enough to be manageable " -
(d) There must be general_ agrelement on _thcsg goals.

(e) Goais must be"measurable: |, ' N

Tt
L. Orgamsatlon s official goals do not always reflect the orgamsatton s actual goals
This is because official goals at times are influenced by some factors hke social

« desirability.

2. An organisation’s short-term' goals differ from its long-term goals. _

Wi ¥
3. Sometimes organisation’s s multiple. goals compete with each other and sometimes
are even mcompatlble

& . o F 4"
4. It is very difficult to apply goal attainment approach in semce organisations such
as clubs,.schools, hospitals etc. because their goals are intangible. . .

A "

2. System Approach ‘

This approach is based upon the open system model as applted to soc1al orgamsatlons
e
An organisation is a social system, which is a part of the envnronmental system Thts

.| model emphasizes the mterdependence between the organisatior and its environment. An

organisation takes inputs, from the environment, converts them into  output and returns the

-output to:the'environment. An.organisation will be effective so long as it uses its recourse
- in>an-efficient manner and continues to contribute to the enviroriment, *

-Benms ‘has Ciearly explamed OE based on system approach 1nyol\{mg the following
;_r;-:. . - L L '] o.-f{ i D "

ETER] £ w,
cnterl_a ) _
: oo S >

.
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i i e 5 e 1

At i+ b Lo st i i s W s




d

| ;o | ' | { ' |
(i) . Adaptability ‘ . | ;
The ability to solve problems and to react with flexibility to chan_g'ing’_environmmt demands.

5
W Y

(i) A Sense of Idennty y

Knowledge and insight on the part of the organisation of what it is, what its goals are

and what it is do. . . Ny PR
I . }
(iii) Caﬁacity to Test Reality

%
The ablllty to search out, accurately perceive and correctly interpret the real properties

of the environment, particularly those that have relevance for the functlomng of the

organisation, Lo
S e 3 A e
(iv). Integration ‘ , o 5

It is integration among the sub-parts of. the total orgamsatlon, such that the parts are not

. workmg at Cross-purposes.

System approach emphas12es criteria that will mcrease the long-term sumvai of the
‘organisation such as the orgamsatlon s ability to' acqulre resources maintain ttself 1ntemally
,asa social organism and interact successﬁtily with its extemaI env:ronment

. 2z £

w*

The System Approach to OF. Assumes that

¢ l Orgamsatlons aré made up of interrelated sub-par-ts Pérformance of one part

Coa affects the performance of other parts as well-" o .

2 Effecttveness requtres ‘both awareness and successful mteractlons w1th environmental
constituents. .

3. Survival requires a steady replenlshment of resource consimed by the organisation.
~ Failare to replent_sh will résult in'the orgamsatlon s decline-and ultimately, death.

. 5 ¥ ' - " . .
Limitations of System Approach - RS

1. The acquisition of resource froii the environnient is based upon the official goals

of the organisation. The operative.goals may sometimes be i conflict with some |
of the official goals: In such a case, Operatwe goals may be used for determmlng -

effectiveness.
. & . -~ . a . ) *'T-J‘ - # :
- 2. The acquisition of resources ultimately related to some goals, which are difficult
to be measured as, explained in-the goals ‘attainment approach.- o e
. g8 - ' t ¢ . s A
3. Strategic Constituencies Approach . » R )

The strategic constituencies approach-is deﬁned as the application of the' technique of

management by exception to systems approach to achieve organisational effectiveness.
This approach proposes that an effective orgamsatlon is one that satisfies the.demands
of those constituencies in its environment from whom it requires support. for.its contmucd
survival, This approach dlffers from the system approach in. the neither sense that it dld
nor concern with the. orgamsatton s entire environment, but seeks to appease only those

__constltuencxes in the environment who ‘can threaten the’ orgamsatton s survival,

L
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Its Environment

NOTES

Seff-instructional Material 5

-




Organisational Theory, [ imitations coa T
Pesign and Development e ] '
: 1. To'difficult to find out the critical constituencies. .

2. To find.out the constituencies which are almost critical. B
NOTES 3. The incompatibility among competing expectations may create further problems.
4, With the environment changes, the constituenciés also keep on changing. What
is; the critical today may not be cntlcal tomorrow. In such case, a again the need

will arise to identify new set of cntlcal constmlencles and the whole. process will
start again. .

4. Behavioural Approach § - l
.| Behavioural approach of measuring organisational effectiveness takes into account the
behaviour of people in the organisation, which ultimately determines the degree of goal

: achlevement by an orgamsatlon

,Behav:ourm’ Approach is base on two Assumpﬁons

1. Orgamsatlons as collectivity of people have one set of goals and people as
individuals have another set of goals. g :

3 Degree of orgamsatlonal eﬁ‘ectlveness depends on the degree. of integrations of
organisational and individuals goals.

The integration of individuals and orgamsatlonal goals aﬁ‘ects orgamsatlonal effectiveness

| because each individual tries to satisfy his needs by working in the orgamsanon Thus,

“he may try to satisfy his own needs without taking into account the: .organisational needs
if he is not able to satisfy only his own needs without regard to organisational needs.

s
A L ) 4

1.7 TYPICAL OF OE CRITERIA .

‘-

s ldentlﬁes a list of strategic consntuencnes a business fmn rmght conﬁ'ont and the typical.
organisational effectiveness criteria each constituency'is to use.

. Table 1.1 Typically OE of Criteria of Selected Strategic Constituencies

-

y ;| Constituency Typical of OE criteria
! 1. Owners " Retumn on investment growth in eaming —
2. Employees', _ Compensation fringe benefits satisfaction with -working COl‘ldlthl'lS.
3. Customers Satisfaction with price quality service.
4. Suppliers Satisfaction with payments future sales potent:al
5. Creditors Ability to pay indebtedress. '
| 6. Unioris . | Competitive wages and benef’ ts satisfactory working condltlons,
N " | willingness'to bargain fairly. * T
7. Local community! Involvement of organisation members in local ofﬁclal’s aﬂ"an‘s
lack of damage to the community environment. L C
18. Government Compliances with laws: avoidance of penalties agencies and reprimands.

.6 Self-Instructional Material : '
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1.8 COMPARISON OF FOUR OE APPROACHES

v

We have presented four different approaches as useful ones:in- thelr OWIN'Ways. now; we
‘are answering under which conditions each approach is preferred. Look at Table™.2,

.. it will help you 1dent1fy what each approach uses to define effectiveness and under which

conditions each. approach is most useful. vk
. _ Table 1.2 -
Approach Definition - -+ | When useful
[ Goal - { Anorganisation is effective to- 'I‘h_e_approhch is preferreg ﬁ{ken. .
attainment | the extent that.... - \ _
Systems | It accomplishes its started goals. | Goals are clear, tifne bound

and measurable. ' 4

 Strategic It acquires needed resources. \ A clear connection exist between
, . inputs and ou_tpu_ts.
Constituencies { At least minimally satisfied. 'Influence on the organisation and

the orgamsatlon must respond
to demands.

Competing The emphasis of the organisation : The orgamsat_l_on_ is unclear about
values- * | in the four major areas matches . | its own emphases or changes in

-~

" "% " constituent preference. criteria overtime aré of interest, ~

Adapted from Kim $. Cameron “The effectrveness of Ineffectiveness™ in B. M. Staw

and L.L. Cummings eds., Research in Organisational Behaviour.
1. 9 ' FACTORS lNFLUENCES IN ORGANISAT]ONAL
EFFECTIVENESS ;

- Each and.every individual’s effectiveness is srgmﬁcant but perhaps the most 1mpoﬂant

aspect of effectiveness is its relationship to the entlre organisation. From this point of
“view there are numerous variables, These variables have been classified by th.ree groups.

1. Causal Variables.. . _ e ' 7

2. Intervening Variabies. ' . "y

3. End-result Variables. . |
Grouping varigbles these categories aids greatly i in the correct interpretation of the date
and the:r use; for diagnostic and other. purpose.

1. Causal Variables oo ~ -

Causal variables are those factors that influence the course of deveiopment Wlthm an or@rnsatlon ‘

and its results. Causal variables are mdependent variables, which determme the course of

o T -~
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111 SUMMARY _ - | ©

e
LI :)i

developments within an. organisation and the resuit achieved by the organlsatlon These

casual variables-include only those independent variables, whichcan;be changed by the

organisation and' its management. Causal variables mclude the structure of the organisation
and management’s pohcnes, decisions, business and leadership strategies and skills.

Lo L
=AY ¢ &

- Casual Va'riables_ . intervening variables End result:, - ) :
. Leadersﬁlp stratagies + Communications * Production )
* Management decision + Conflict resolution s Cost, .
» Organisational objective’ + Dacision-making » Sales "*
» Organisational structure * Problems solving"__'_ « Eamings '
Fig. 1.2 '
2. Intervening Variables L

Intervening variables-are, those factors, whlch are reflécting as the, internal state of
organisation.” Many of those variables are causal variables. The intervening variables are
reflect the internal statés and health of ‘the organisation ‘e.g., the loyalties, attitudes,
motivations, performance goals, communication and deq:smn-y;nakmg

3. End-result Variables . -

‘i

| End-result variables are:those factors, whlch are caused by casual and intervening

vanables and are often 'in terms of the factor in which managers are mterested or,
measure their effectiveness..The end—result variables are the dependent variables which

_ reflect the achlevements in the orgamsanon, such asiits productmty, costs,arid earning,

£ 3

1.10 FACTORS CAUSING INEFFECTIVENESS

ek ’ N

Thene are some factors wl'nch *CAUSE 1neffectweness . T .
1. Failure of managers to act when they need to. '
2. Delay in taking actions.. R . b 4
. ; i td ¥ q e W : i
3. Taking the wrong actions. _ _ ‘ e
* 4. Lack of sufficient efforts. ' : by

LR

s, Excessnve effort i 1_n relatlon to the need.

6 Wasted eﬁ'orts s - . P

. ¢ Organisations are social system and they play a majbr and continuihg roles in lives.

¢ Organisational defined as the degree to which an orgamsatlon attains- its short
and long-term goals, the selection of which reflects strategic constituencies, the
self-interest of the evaluator, and the life stage of the orgamsahoni_ﬁ .
. Orgamsatlons consider goals' or ends to which they are created to, achieve. In
goal attainment approach, achlevmg set goals'is thé bottom line that counts. The

-+ strategic consntuencles approach is defined as the apphcatlon of the technigue

»
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of management by exception to systems approach to achleve organisational Organisation and

effectiveness. . . _ ‘) & %+ is Environment’

,; o, Behavioural approach of measurmg orgamsatxonal effectiveness takes into account

. the behavnour of people in the organisation,” which ultlmately determmes the '

; - NOTES
-degree of goal achlevement by an orgamsanon : o

i . v

To 1.1'-2 REVIEW QUE'STIONS' L - ,

-

”

I What do you mean by organisation?

2. Deﬁne Orgamsatlonal Effectiveness. Why it’ s relevant in the study ‘of orgamsattonal
“behaviour?

3. What crltena are used for. Judgmg the effectlveness of an orgamsatlon‘? ' R
4. What are the various factors for achieving organisational effechveness"
.5 Explam the,Likert}s model of effectiveness.

6. ‘What are the differerit approaches whlch have been deveIopcd to study orgamsatlonal _
effectlveness'? : . .1 . ' ' %

£l

.T‘r'

1.13 CRITICAL THINKING QUESTIONS ... i

l. Do you agree with the view that-it is-difficuit for orgamsatlons to-be effective?
2. How does the degree of i intension of goals affect orgamsatlonal {accomplishment?

. 3. There seems to be little agreement on the crmcal of orgamsat:onal eﬁ‘ectweness
Do _you agree? stcuss :
4. Give the examples of organisational effectlveness criteria that are consistent with
the goal-attainment approach. - ¢ 27
. 5. 'Measuring eﬁ'ecuveness is a critica] but problematle issue in the study of orgamsatxon-
"~ Discuss. ;7 '

=
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1.15 CASE STUDY

Mark Colvard a "United Parcel Manager in San Ramon, California, rece"ttly faced a
difficult ‘decision. One of his drivers asked for 2 week -off to help an ailing family

. member.. But company rules said this'driver wasn’t eligiblé. If Colvard went by the book,

the driver would: probably ‘take the: days of - anyway and be: ﬁred -On the other hand,
Colvard chose to give the driver the time off. Although: he 'took .some heat for the
decision, he also kept a valuable employee.

Had Colvard been faced with this decision 6 months earlier, he says he would have gone

the other way. What changed his thinking was'a month he spent living in McAllen, Texas.

It was part of a UPS management training experience called the Community Internship
Program (CIP). "During his morithi in McAllen, Colvard burlt Kousing for the poor, collected
clothing for the Salvation Arry, and worked'in a drug’ rehab Center. Colvard gives the
program cred1t for helping him empathize with employeesfacing crises back home And
he says that CIP has made him a better manager. “My goal was to make the numbers,

and in some cases that meant not looking at the indjvidual but looking at the bottom line.

After that one menth.stay, I Immediately started reaching out to people in a different

ki

way”.

A X
A

CIP was established by UPS in the late 19605 to help open the eyes of the company’s
predommantly white managers to the poverty and inequality in many-cities. Today, the
program takes 50 of the company § most promising executives eac\h summer and brings
them 1o cities around the" country.- There they deal with & vanety of problems from
transportation to. housing, education, and health care. The company’s goal is to awaken

these managers to the challenges that many of their employees face, bridging the cultural

divide that separates a white manager from an Afri¢an American driver or" Al upper-
income .suburbanite from a worker. raised in the.rural. South. -

Questions

1. Do you think 1nd1v1duals can learn empathy from somethmg like a 1-month CIP
éxperience? Explam why or why not.

How could UPS’s CIP help the-orgamsa’fion better manage work life conflicts?
How "éould ‘UPS’s CIP help the Organisation improve its response to diversity?
What negatives, if any can you envision resulting from CIp?

B W N

UPS has 2,400 managers. CIP includes:only,50.each year. How can the program
make'a difference if it include only 2 per cent of all managers? Does this suggest
that the program is more public relations than management training? '

6.” How can-UPS Jjustify the cost of a program; like CIP if. competitors like FedEx,
* 'DHL, and the U.S. Postal Service'dof’t offer.such programs" Does the program
increase-costs or reduce UPS profits? 3

w
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2.1 INTRODUCTION

Great orgamsatlonsare not bullt overmght Theyare born out of a dream and they are usually.
built around people. People, for all practical purposes, are the backbone of a company. Any
orgamsanon for that matter, does not consist of land, bulldmgs and equipment. It consists
of people—who are young, dynamic and fired by a lofty, pious goal. For.people.to achleve
_such a dream they need a structire. They need resources to work with, And they need t0
thmk and act like. members of a well knit team: Small wonder, the word organisation is
put to multiple 1nterpretat10ns It means different thmgs to dlﬂ'erent people. Currently, the
following uses of the term are popular

-
J‘

.» A group of people who are united by a common purpose _
e An’entity, an ongomg busmess unit engaged in unhzmg resources to create 4 result, %
. A structure of relationships between various positions in an enterprise.

*  Aprocess by which employees, facilitiesand tasks are related to each other, with a view -
to achieve specific goals.

T
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The static (as & structure) and dynamic (as a process) mterpretatlons of the term orgamsatron
are quite-commonly used and these are explained below: .

22 ORGANISATION AS A STRUCTURE |

2 ]

| According to classxcal theorists (Fayol ‘Taylor, Weber) stfucture is essent;al for achlevmg

stated goals The manager " determines the work ctivities to get the job done, writes job
descriptiofis, puts people into groups and assigns them 10 superlors He then fixes goals
and deadlines and establishes standards of performance. Opérations are controlied through
a reporting system. 'I‘he whole structure takes the shape of a pyramid. Thus the team
Organisation Structure describes the organsiation’s framework. It reveals the establlshed

‘pattern of relationships among the constituent parts of the organisation:-It is nothmg but

a chart of relatlonshlps However, orgamsatlon is much miore than a network of t‘ormal
superior-subordinate relationship. Informal relationships also play an 1mportant role ‘in
processing work.-Organisation, as a'structure, has the following features

Features of ()rganisatio_n.(as a Structure)

by ¥
¢ Two or More Persons: Organisation is a form of human association ‘for achlevmg
common goals. The human-association consists of two or more persons. .

o Common Goals: The organisation exists to achieve some common goals. Structure

ensures the smooth achievement of goals. . 4y
l

. ”Cooperanve E_ﬂ"orrs. Structure permits members to- work in-a cooperative way,

-without any friction. The members combine ‘their efforts wnth a view to achieve .

goals. ! ¢

e Division of Work: The work is divided ifito small parts and- asslgned to people
working at varlous levels. Thrs ensures speedy execution of work.

. Commumcanon People commumcate along specified routes. Mainly downward
.« communication. ‘takeés placé in the form of superiors issuing commands, orders,
drrectlves etc. . o

a4

¢ Rules ami Regulations: Rules and regulat:ons define the territorial Junsdlctlon of
members. Members have to' observe and implement these rules consistently.

o Pyramidal Shape: Orgamsanon structire takes a pyramldal shape generally. Each
superior w1ll have a limited number of people reportmg to him at any- pomt of t tlme

‘. People: Human beings ate the most dynamic elements ‘of an orgamsatlon They
convert organisational resources mto useful, products. "

LY

.. Resources Orgamsatlons strike a hannomous balance’ between people reésources,
¢ tisks and’ technology Wlthout adequate resources, orgamsat:ons cannot function.
And more 1mportantly w1thout achlevmg a balance between'the various elements *

of an orgamsauon work cannot progress. " . -

. Enwronmenr. Orgamsatlons are influenced by economlc social; political and. legal :
factors. In order to survive and flourish in 2 competmve environment, ofganisations-
have to. desrgn thelr work and facrlmes in sync "with env1ronmental demands
Orgamsatmns canhot’ afford fo be static.or. mechanistic. They,have to be dynamlc
necessarily if they want to stay ahead of competition.

7
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2 3 ORGANISATION AS A PROCESS (ORGANISING)

Orgamsmg is the process by whlch employees facrlrtles and tasks are related to'each other,
with a view to-achieve specific goals. It refers 1o the way, work is arranged and allocated
among members of the organisation, so as to achleve the goals As a process, organisation,
thus refers to one of the i important functions of management, i.e. orgamzlng The process
of orgamzmg, thus, involves the following steps: 3

. Identgﬁ’mg the Work:. The:work in'an organisation’ must be shced into.smaller parts

' (because it is.too. big t6 be handled by anyone smglehandedly) Subordinates, as .a

result, are in a posmon to-handle the _compartmentalized ‘jobs quickly. and eﬂ‘icrently

This also helps- managers to concentrate on important-activities, avoldmg unnecessary

< duplications, overlapplng and | wastage of efforts. - .

* ‘Grouping the Work: D1v1310n of work creates the need for coordination. In order to

_provide for a smooth flow of work all closely rélated and simiilar activities must be

grouped together. Thus, departments and divisions are created under the direction of.a
manager. > i - -

e Estabhskmg Relatmnshtps To secure comphance and get things done at:lower levels, |

managérs need'to clarify things such as what needs to be done ~how it must be done, to

: whom the matters must be referred and how jobs are related to‘one ‘another, etc. Without |

formal relat;onshlps it would be difficult to process the total work because there is no

. way to know.how the work is progressmg, who is supposed to handle the work, where
the work has'to be coordinated so as t6 achieve enterprise objectives.-As soon as the
formal relationships are established, they would, provide a framework for asmgnmg
dutles and responsibilities to individuals in a clear fashion. -

o Delegating Authority: Authonty is the nght to act, to issue orders and exact obedience
from others. Without authority a.manager may not be:able to perform the tasks with
confidence and show results. While  assigning duties the manager should clearly specify
authonty and responsibility limits, 50 that the subordinate knows well in advance as to
what type of work is expected of him by the: supenor

° Provrdmg Jor Coordmat‘xon _and Control: The 1nterrelat10nsh1ps between various
positions. must be speclﬁed clearly The activities and efforts of various individuals

" must be codrdinated. The performance miust be measured, evaluated and controlled
at frequent intervals. If deviations ocei, they. must be spotted early and appropriate
remedtal steps taken. 1mmedlately :

LY

Organisation as a Group - _ .. -‘; -
Some writers have.tried to strike a. balance between the two: aspects—dynamlc as well as
static-by placing greater’ emphams on human lnteractlon in an. orgamsatlon In the, words
of C.L Barnard, “Orgamsatlon is-a system of conscrously coordlnated actwnttes or forces
~of two or more persons:™ Etzioni, in a similar way. expressed that ‘Orgamsatlons are social
- units (or human groupmgs) deliberately - constructed and. reconstructed to seek spemﬁc
goals.’ A more refined version is provided by W.J. Duncan “An orgamsatlon is a col lectlon
of: interacting and 1nterdependent individuals who work ‘toward common goals whose
relationships are detérmined accordmg to a certam struclure » These "definitions clearly

b
bring out five essenttal features common to all organlsattons T

o ";_Y:_" K3 R L s
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s An organisation always refers to pepplg.

A organisation is developed for people.

o People interact with one another in some way.

o These interactions are specified by some soft of structure.
e Interactions are ordered to achieve joint objectives.

2.4 ORGANISATION DESIGN: CLASSICAL APPROACH

Organisational design refers to the process of making the specific choices about how to
arrange the tasks and job relationships that comprise the organisation structure: It is the
process of constructing and adjusting an-organisation’s structure t6 achieve its goals. The’
design process begins with the setting up of goals. Goals constitute the basis for outlining
jobs and tasks. These jobs are grouped into departments which are linked to form a structure.
Structure, thus, is meant to ensure smooth flow of work at various levels in an organisation.

Design choices are built around two key concepts, namely differentiation and integration.
Differentiation means breaking the organisational goals ‘into tasks. Integration .is the
process of linking the tasks together to form a structure that helps in goal accomplishment.
Organisation structure, thus, is created to ensure smooth flow of work at all levels. The

.| structural components are generally depicted through an organisation chart. Charts throw

light on formal lines of authority, distribution of power, reporting relationships between
people and the coordinating links that help in putting everything in place. As things stand
now, design choices can be made by following the classical or contingency view.

The classical view is built.around certain well known ideas — such as formalization,
centralization, specialization, standardization, complexity and hierarchy of authority.
Formalization refers to the extent to which policies, rules and procedures exist in written

| form. Centralization refers to'the extent to which authority is retained in the jobs of

top management. Specialization tefers to the.degree to which organisational tasks.are
subdivided into separate jobs. Standardization refers to the degree to which work activities
are ‘performed routinely in the ‘same manner. Complexity refers to thé degree to which
many different types of activities occur in the organisation. Hierarchy of authority refers
to the degree of vertical differentiation -across levels of management, Classical. Theory
(Taylor, Fayol, Weber) prescribed that organisation be built around the work to be done.
For maximum efficiency ‘this theory specifies that the work must be logically divided into
simple, routine and repetitive tasks (khown as division of labour). These tasks should

'| then be grouped according to similar work characteristics and arranged (departmentation)

in"an organisation structure in which an executive has a limited number of subordinates
reporting directly to him (span of control.) Also, command should flow top to the bottom
in a chain (scalar chain); everyone should have one and only one boss (unity of command).
Work must be assigned to individuals based on job demand and the individual’s ability
do the job (delegation and decentralization). Organisations must,rely on these universal
design priiciples While structuring activities. Let’s examine these concepts in detail in this
section. | .
1. The Hierarchy: The heart of formal structure, as depicted above, is the job-task-
pyramid. Formal structures tend to take the pyramid form shown through figure
because at successively higher levels, there are fewer positions and executives have

‘14 Self-ihstructional Material | | | .
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mcreasmgly sbroad responsibilities. The total orgamsatlon work is sliced from top to Organisation Structure
bottom, positions consisting-of tasks, duties or responsibilities are created. Varying and Design
degrees.of authority and responsibility are allocated by delegation from the top to
successively lower levels. The. three levels shown, above are only approximations.
The number. of levels may vary depending on the size of the:organisation. Each NOTES
posrtron in the hierarchy is subjected to supenor—subordmate relationships: Each role
except the top is obliged to follow the order emanating from the role Superior to it. : . -
Thus, the pyramid is really created by the unity of command concept. Again, it may '
be noted, the pyramid reflects the. vertlcal division of authorlty and responsibility and | oA
. the assignment of various dutles along the scalar cham A clear, unbroken direét line '
represents the flow.of authority-and responsibility in the pyramid. Each successively
lower.level represents a decreasing scope and amount of authority and responsibility.
Within the structure, these levels provide approprisite patterns; for order giving and
communication. Thus, the hierarchy is an important concept in that it depicts how the
components of an organisation are created and held together.,

2. Specialization and Division of Labour: .Classicists advocated fragmentation and
routinization of work to reap the advantages of specialization. Specialization is a
glamorous term because it promises greater-efficiency and productivity. No wonder,
Classicists concentrated mainly upon ascertaining what constituted a fair day’s work
and on the arrangement of tasks into sequences so as, to produce the most ef"fectwe

permits worker 10 perform a manageable number of tasks It creates groups of
. = specialists. It improves one’s skill at performing a task.through repetition. ‘Again, |
the total- work to.be performed needs to be divided into jobs because of physical and
mental limitations of human beings and of the demands for efficiency. The virtues
of specialization have been presented in eloquent terms thus. (i) Less time needed
for learning, (ii).Less wactage of materials during training period, (iii) Less time
lost in switching from task to task, (iv) Practice makes a man.perfect. Proficiency
increases, (v) Parts become umfonn and interchangeable and, (vi) Orgamsatlon can
hrre and pay 1 for a person who has the exact skill required. However division of
labour forces managers to utilize a narrow brand'of worker personality. The worker .
by doing repeatedly the same kind of _|ob loses interest after a whlle He becomesan | - -+ 2
inert 1nstrument a glonﬁed machine tool in the production process

3. The Cham of Command/ScaIar Chain: According to Fayol, ‘the scalar chain is the ' |
chain of superiors ranging. from the ultimate authority to the lowest ranks It refers to |
an interconnected and unbroken set of reporting relatronshrp_s extendlng from the top ‘
of the organisation to the bottom. The managers are linked together in their positions |

. from highest to the lowest level: Each manager is superior to a manager below him |

but'i :s also subordinate to’ hrs own superior. The prmc1p}e suggests that there should

f be a clear line of authonty from top to bottom linking managers at all levels. Short- |
circuiting the chain of command is not advisable and should be avoided. |

4. .Unity of Command: We are all familiar with the prmcrple 1O Man can Serve two -

~ .. masters well.” Fayol, borrowmg this idea from the Bible, advanced the unity of
.+ command concept-as one of the comerstone concepts of management According
to the principle, each subordmate +is accountable to only one superior. The. source
.of command should be unified - 50, that a subordinate receives _assrgned duties :and.
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authority from one superior and is accountable only to that superior. Providing a
single source ‘of authority through which’' commands.and orders flow in‘a direct
fashion is, certainly, an.attractive goal from the subordinates” point of view. It will
place the subordinates under the gidance, control and supervision of one superior
who will establish priorities and will provide for cooperation. Conﬂzctmg orders and
frustrating demands can be avoided.. : : -

5. Unity of Dtrectron According to thls pnnclple any group: of actwltles ;that have a
common: goal should also be managed, ulnmately, by one person The maxir ‘one
head and oné plan for a group of activitiés having the sarne objective’ appears to be
a sound one. According to Fayol, all activities ‘with a- common goal (for example,
all the activities pérformed in‘a plant having the objective of achiéving a production
target of 1000 pieces per day) should ultimately report to-one (plast) manager. For
other activities like sales, finance etc. there should be one head one plan. ‘To take a
"broad view all these three departments, production, finance and sales which together
form the organisation themselves are bound by a common goal (say increasing profits

+by 20 per\cent)' They should, therefore, share one head (t'he"Chief Executive) and an
overall plan. The principle of Unity of Direction thus, facilitates smooth progression
towards the achievements of overall orgamsatlonal goals from the operatmg level to
the top level: ¢ v -

6. Departmenratmn Departmentation is a.way of dividing the large and complex
orgamsatlon int6 smaller, flexible; administrative units. Tt is the organisation-wide:
division of work into various manageable units or. departments. It is the ‘grouping
of activities and employees into departments’. Departmentation (also known as
departmentahzatlon) is an important step of building an organisation. The basic
purpose is to take advantage of division of labour and specialisation up to a ‘certain
pornt 'I'here are several popular bases for departmentation — such as functional,
dmswnal geographic, ‘project, matrix etc which’ are discusséd elaborately in the
ensuing.section v

7. Span of Contml According to the principle of the span of control (also called span
of managementr‘supervrsnon) there is a limit to the number of subordmates a manager
” can effectively supervise. It states that no single executive should have more people .
‘looking to him for guidance and leadership than he can reasonably be expected to
serve. Because.of personal limitations arising from lack of complete and sufﬁc1ent
knowledge, limited time, limited money, a manager has to delegate work to as rnany
subordinates. working in various departments as hé can effectivély manage. Thus,
the’ pnnc1ple of span’of management presupposes‘departmentation‘and delegation of
authonty o »

8. Authority, Respons:bth{y and Accountability: Authority.is deﬁned as the right-to

give orders and the power to get obedience. In the context of an orgamsatmn authority
might be termed as “institutionalized power’.-/A person in an organisation has authority
. by virtue of the requirements of the role held by himi. Authority resides in'a person and
arises out of the demands of | posmon in organisations. Reésponsibility is the obligation-
of a subordinate'to perform the duty as required by the superior. There should be parity
1 between authorlty and responsibility, This means that the subordinate must have been
delegated endugh authority to undertake all the duties which have been. assigned to
him' and -for which he has accepied tesponsibility. Authority without responsibility

- | o} | p
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is-liable to be abused; responsibility without authority is frustrating.- Thus, 1nequtty
between delégated authorlty and responsxblllty produce: undesn'able results.

9 Lumtaﬁ' Relaaonshqr. Accordmg to classical writers — Taylor Fayol Webber etc. — -
organisational work needs to be contmlled by line marnagers, asmsted by staﬁ' asmstances T

hawng speclahzed expertxse and lcnowledge According to McFarland the line manager -
directs others, delegates trains. subordinates, exerts control, uses sanctlons has veto

authority is advisory, which means that the staff, a suppomng unit, recommends action
or alternative actions to the line manager.: Catch phrases like: “staffs have the authority of
‘ideas, lines have the authority of command; staffs think, lines do; staffs advise, lines work
have gained wide currency over the years. However, staff authiority is not confined to mere
‘adwsory roles or recommending activities only. Accordmg to McFarland a staff manager’

4 helps, serves, investigates, plans, solves special problems, supports line efforts, provides | -

ideas and special expertise. The above functions are supporting functions, functions that
help in some way the accomplishment of the pnmary objectives of the line departments.

: One distinguishing feature of ‘staff functions is- regarding-the right to command, and
" direct others. Staff positions are devoid of the right to command, staff work is essentially
an. mtellectual process consnstmg of such activities l:ke plannmg, thinking, studymg,
informing, recommendmg, persuading and suggesting; and 50 on.

10. Formalization: It refers to how standardized an organisation’s jobs are and the extent
to which employee behaviour is gulded by standard-rules and-procedures. In highly
formalized jobs employees can exercise very llttle discretion. Job descriptions, rules,
and regulatlons guide employee behaviour at every stage They are expected to handle

¥ “same mput in exactly the same way, resulting in consistent and uniform output
To avoid confusion and to ensure cons1stency of effort, classical theory emphasxzed
-formalization and strict adherence to rules and regulatlons Formallzanon no doubt,
increases organisational efficiency but it may compel employees to take a cautious,
safe path instead of lookmg for mnovatlve ways to. meet customer expectanons
hModem orgamsanons, however, allow employees to go beyond the rule book and do
whatever is necessary in the best mterests of the organisation as well as customers.

Classical theorists wanted an’organisation to be‘built around the concepts listed above i in
order. to achieve goals without any friction, confusion or chaos. When there is very little
complex1ty, especially. when orgamsatlons begin their j journey a 51mple funétional structure
is appropnate As the orgamsatlons balloon to gigantic levels, divisional, projectand matrix
structures may be preferred. More flexiblé, organic forms — such as virtual. organisations ,
'boundary less organisations etc - capture the.attention as and when® organisations want to
operate ~ in different time zones — at various locations in 'gjﬂemnt countries. _

¥

2.5 ORGANISATION DESIGN CONTINGENCY APPROACH

The classical theory is buijt around a statlc structure full of standardlzed procedures rigid
rules and inflexible, formal reportmg relatlonshlps To secure compliance and efficient work -

from people 1t has come out. with a mechanistic model The basic aim is to find the one |

f

powers, makes" operating decisions, and ‘bears final: responmbllxty “for ‘results. Staff’|’

"l T
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_ Accordmg ‘to the contingency, theory an

best way of doing things. In an environment-
marked by considerable complexity, variety
and full of surprises, such mechanistic
models:do.not seem to-work. A contingency
approach, therefore, is the need of the hour.

organisation’s structure needs to be desngned
to maich the factors or conditions that affect
a organisation mgmﬁcantly There is no one
best way to design an organisation. Thé best
design is one that fits the organisation’s specific situation. Researchers, over-the years, have
identified the following contingencies playing a major role in organisation design choices -
- such as strategy, technology, environment and people.

N

{ 1. Strategy and Structure

| A suitable organisation structure is essential to iniplement strategies and achieve. stated

goals: According to Classical Organisation Theorists (Fayol, Taylor, Webber), the- manager -
generally determines the work activities to get the job done, writes job descriptions, puts
people into groups and assigns them to superiors. He then fixes goals and deadlines and
establishes standards of performance. Operations are then controlled through a reporting
system. The whole structure takes the shape of a pyramld Thus, the term ‘organisation
structure’ ‘describes. the framework ‘of an organisation in which individual effort is

-coordinated. It is nothing but a chart of relationships: To be effective, the basnc structure

is governed by a set of rules and regulations,. reward-punishment systems, information

-| networks, control procedures, etc. The' structural components are generally - desngned

keeping the requirements of organisational members in mind, (where they are encouraged
to take up the assigned jobs, meet the expectatmns of superiors, earn the rewards and keep
the orgenisation going). Structure, thus is a'means to an end and not an end in itself. It is

_.there to facilitate the smooth trans[atnon of organisational plans; strategles and policies into

concrete action. Without a proper fit between strategy arid structure, there will be chaos and
confusion in ihe"brgapisatioti. Various parts do not move in haﬁ"nony. Delays, duplication's
and waste motions may occur, with frustrating regularity. It may ultimately lead to improper
use of facilitiés and failure to achieve goals. Research evidence also suggests that structure

follows strategy. Generally speaking, organisations perform more effectively when they

implement strategy with ‘the most appropriate structure; while evaluating whether an

|.organisation is properly structured and stuffed to meet the requirements of the strategy:

It is, more or less,.agreed now-that changes i in strategy lead to changes in organisational
structure. Structure should be designed to facilitate the strategic, pursuit of a firm and,
therefore, follows strategy.- Wlthout a strategy or reasons for being {mission), structure
is. not important. lnstlt'utlonahzmg a strategy definitely requires a. strategy-structure fit.
Functlonal structure is useful when the’ firm begins operatlons atasingle site. The emphasis
here is on increasing volumes As business expands the ﬁrm begins to ‘perform the same
function in different locations. Such’ geographlcal dlspersal of activity calls for inter-unit
coordination. Vertical integration is the next. growth strategy. Firms operate within the
same- mdustry but carry. out additional funcuons In the final phase, accordmg to Alfred
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Chandler, firms mdulge in product diversification resulting in a large multi-divisional
structire. Current research indicates that the greater the dwersnty among the businesses
in multi-business firms, the greater is the necessary degree of decentialization and self
containment, While trying to relate the structure to strategy, managers have a wide choice
based on how authority relationships are prescribed, how departments are created, etc, The
design.choices basically revolve around the following types: the finctional structure, the

divisional structure, the profit and matrix forms, the emerging structures like teams, virtual

teams and Boundaryless organisations. .
% ' .

2. Size and Structure
There are many ways to measure the size of an orgamsatlon but sales volume and number of
employees are the most commonly used factors. ‘Whilé no hard and fast rules exist, certain

'. features generally relate to an organisation’s size. Smialler organisations tend to be less

specialized, less standardized and more centralized. Larger organisations, on the other hand,

tend to be more specialized, more’ standardized and miore decentralized: As orgamsanons_‘

grow. in size, some structural changes occur inevitably. The relationship between size and
structure, however, has not been established clearly. Some studies concluded that size is an

important variable impacting the structural components of an organisation — as it offers a

greater opportunity to utilize the economies of specialization. The Aston Group found that
increased size. promotes greater specialization and formalization. The research findings on

size and structure relationship, however, are inconsistent. A sound theoretical explanatton as,|

to why size affects structure’is missing quite often. It is not clear as to why the relatlonshlp
is unidirectional, that is, size influencing structure but not the reverse. And there is another

questlon of how size determines all structura! dimensions. The evidence in support of these |

two quest:ons is rather inadequate. As'a result, it is difficult to ascertain whether size causes
structure or structure ‘causes size. To make confus:on worse confounded, the theorists
have employed different measurement criteria for determining the size of an qrgamsatlon

Practically very little attention has been paid to defining size. Some people measure size in.

terms of "am0ur'1t of assets, sales revenue and so on whereas others measure size in terms
of people at a location. This may.be due to the fact that size is a relative term and a clear-
cut classification of organisations into small, medium and large scale units is not possible.
The effects of size do riot seem to be all-pervasive. In the words of Jackson and Morgan,

“Taken as a whole, size may be the most important contextual variable in predlctmg some

dimensions of structure, but it is difficult to conclude that it dictates all of an organisation” s
structure.” Hall and his associates studied seventy five highly d:verse organisations and
concluded that all. aspects of structure cannot be predicted from size. It is'not easy to
asmmliate the bundle of mformatlon and establish a clear-cut relatlonshlp between ‘the
size and structure of an organisation. Research ev1dence however, 1ndlcates that size has a
si gmﬁcant influence on vertical differentiation. .

3. Technology and Structure . ' .

Technology is an important variables in the design of organisation structure. To achieve
satisfactory performance managers must design an.organisation with the proper mix
of technology, structure,and human behaviour. Technology, in simple terms, s the
organisation’s transformation process. It .is the combination of skills, equipment and
relevant technical knowledge néeded to bring about desired transformation in materials,

iy
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Organisational Theory, information and people Technology looks at how the mputs are transformed into outputs.
. Design and Development Broadly speaking, it is the application of lmowledge to perform work.

‘ . The Woodward Studies: What. is the relatxonshlp between technology and

‘organisation structure? The fitst attempt to view organisation’ structure from a- -

technological perspective was made by Joan Woodward. The study.began in

the. mid-1950s but reanalysis continued into the late 1960s. Woodward and

_ her colleagues studied 100 manufactunng firms in the South of England. The:

S : selected firms covered dwerse types of production and ranged in size form fewer

. than 250 employees to over 1000. The ‘basic aim of the. study was to find ‘out

how the management principles were used in Britain. Is there any optimum

. ‘structural from that leads to orgamsattonal eﬁ‘ectweness” She collected data

o on 'various structiral characteristics (span of control, management levels ete.)

' management style -the type of manufacturmg process, commercial siccess of

the -firms. Initially  Woodward found no common application of management

principles. Firms varied widely on such things as span of control, number of

< - levels. Her efforts t3 link structural differences among firms with effectiveness

also failed. Almost accidentaily, Woodward categorised thé ¢ companies accordmg

to technical complexity of the manufactunng process. The firms were classified.
into, three basic groups—unit, mass or.process production. i

NOTES

(a) Unit production: Custom made products to meet specrﬁc needs of custormners’
not highly mechanized, - -

* (b) Mass production: Characterized by production -of “large ‘batches on

_ assembly line along production runs of standard products hke refrigerators,

. N . automobiles etc. - A

' (¢) Process produet:on ‘Long and contmuous runs (heavily automated) through
standardlzed repetitive procedures ‘for items l1ke oil, gases chemicals,

liquor product:on

¥

At that stage Wooodward found that there .were definite relat:onshlps betweén
structure and technical demands and effectiveness. The mam conclusions were:
» Thére was no one best way to organise manufacturmg-ﬁnns.- '
- N i . \ . L 3
e Firms employing mass production technologies were characterized- by
mechamstlc organisation structure: Firms employmg unit. and’ production
« technologtes and process tcchnologtes were characterized by organic structures.
" Therewwas an' inverse relationship between .technical complexnty and Span of
< -controli*In mechanistic structures span was larger.

The effectweness of firms was related to the ‘fit’ between technology and
structure. Successﬁll mass production orgamsattons had rnechamstlc stmcture

) and: small batch and process organlsatlons had orgamc Structures.
" froo a3 N, orA b, N " KR
o The Woodn?ard ;tudles have been influential in focussmg attenttc:n on the role of
o technology ‘Her. ﬁndmgs spelled the begmnmg ofithe end of the universal.principles
> of managenent, and- opened up.the new. horizon.- cal]ed Contingency- Theory’ They
.have strrnulated other studies which have.increased ‘understanding of how technology
‘,.aﬁ‘ects orgamsatlon The Woodword ﬁndmgs ~byino;means, developed -a tightly
scaled argument for the technological imperative.” S.P. Robbms Ilsted out some of the’

e,

- limitations: g

"t‘

f
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The measure of technology.is unreliable {

¥

e

"

The data collected through personal mtemews and subjective .interpretations

. suﬁ'ers from 1nterpretatronal bias. - - -

One of the major l:mrtatlons of Woodward s perspectlve on technology was 1ts

manufacturing base. To sort-out the relatlonshxp of technology of structure a|

number of smdles were undertaken. from nme to time.: : R

. Aston Sradres. The Aston Group tried to answer the question; how far

technology determines the form taken by the’ structure of an organisation? They
have developed a scale called workﬂow mtegratlon to measure technology and
structural characteristics in 52 organisationslarge in size than the Woodward’s

sample. Workflow is:the production and distribution of output. This scale can
be applied to all types' of work organisations. A higher workflow integration
score means that the firm’s technology is characterised. by greater automation
of equipment, greater ngrdrty of workflow and more.precise measurement of

operations.’ The group. found that bureaucratic characteristics increased in firms

having high workﬂow'int'egration score. Other. important conclisions were:

} B
(a) The results were completely inconsistent with those of Woodward. They

rejected the view that technology dictates structure. "There was no substantial
_relationship between technology and structure, size mediated or- intervened
. in‘any effect technology might have on the organisation.

() Technology is only one of the factors: influencing structure. It'is ‘neither the
% s sole nor primary determinate of: the structural aspects of an organisation.

Size of the firm is“more strongly associated with structural variables: than |-

technology. Perhaps technology s greatest impact would probably be in
$mall manufacturing orgamsanons )

. The National Study: Tn a study of 82 British firms, John Child confirmed the

ﬁndmgs of the Aston group. He analysed his results in the same manner as the

.Aston group and concluded that the findings of the Aston group were ¢orrect.

Using the ‘Woodward’s scale Child and: ‘Mansfield found that size has a. much
closer relatronshlp to the aspects of structure than does technology. Peter Blau

and his associates.compared technology and size to several structural variables

in a diverse cross section bf 110 manufacturing firms in New Jersey. They found
little gvidence to support. the Aston group’s conclusron that when orgamsatlons

are small, structures will be more heavrly mﬂuenced by technology: Advances i 1n_
_production technology do not have linear. but do-have curvilinear. relationships

with various aspects of plant structure. Technology ‘has an iniportant relationship
with decentrahsatlon of key operating declsmns Wlth increased mechanisation,
key product:on and markettng decrsrons will be made at corporate headquarters

. Charfes Perrow: Perrow s model 1s,useful for measuring both manufactunng

and non-manufactunng technologles He tried to operanonallze technology in
a géneral'way, in’ fact, he proposed knowledge based technology rather than
‘production technology Pérrow outlined'twd dimensions of technology relevant
to. organrsatron structure: task variety’ and problem analyzability. The first is
number of:exceptions in"the ‘work;-if a job-has-a “gréat deal’of variety, a large
umber of exceptrons can be: expected Problem analyzablhty i$-concerned with

the “search behaviour’ of the person trying to solve-a problem. Where the work

* ) ¥ ¥ ¥
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can be anelyzed properly, participants can follow a standard and mechanical
procedure to solve problems, Unanalyzable tasks posé problems that can be:
solved not by standard procedures but by experience, wisdom, intuition and
judgement. With these. dlmensmns of technology, Perrow developed four—fold
classification of orgamsatlons

(@) Routine. Like task variety, f few exceptlons, easy to analyze problems, tasks
standardlsed -

() .Crafi. Deal ‘with relatively cllfﬁcult problems, (example steel, automobiles

etc.) but a limited set of exceptions, tasks require experience and trammg- .

(shoe making and glass makmg etc.)’ y '

(c) Engineering. Complex tasks, large number of exceptlons but can be handled
by.standard formulas and systematic procedures (example: engineering and

‘accountlng tasks).

(d) Non-routme High task variety, - dlfﬁcult ‘to analyze problems (example:

research work, aerospace operations, strategic planning etc.) Perrow argued

that firms'in each of the categories encounter different problems and must
employ different technologies and different organisation structure. Where
task variety is low and: problems can be analyzed easily, firms will use
routine technologies and resort to bureaucratic structures. Thus firms will try
.to maximize the congruence between their technology and their structure.

. J.D.-Thompson: According to J.D, Thompson, technology is a major determinant

of structure. It determines the selection of a strategy. for reducing uncertainty.
Three types of technologies based upon task interdependence are proposed by
Thompson

{a) Poo!ed Interdependence: Pooled mterdependence exists where two or more .
departments interact with the central’organisation but not with-each other.
Each department is a-part of the organisation. Managers must standardize

-~ Procedures so as to achieve necessary coordination between various.

;departrnents'(banks, insurance companies).

L

&) Sequennaf Interdependence Sequential interdependence exists. where the

Operanons of the various departments in an organisation are linked in a
sequence. This technology is characterized by a fixed sequence of repetitive
steps; a one-way flow -of materials. That is, the outputs of unit A become -
the inputs for the unit B and'so on. Coordinating long-linked units demands
"+ careful-planning by the manager. It may be necessary to promote day-to-day
communication among ‘plants so as to identify trOngle-spots* and prevent
interdepartmental conflicts. - :

" (¢) Reciprocal Initerdependence: Reciprocal interdependence includes pooled

and sequential interdépendence. It exists when the outputs of each unit

provide inpt"xts for all others. That is, output of Department A is the input

to- Department B and the output of Department B is.the input back again

to Department A. All units exist in mutual interdependence.: Reciprocal

interdependence is’ ‘the most complex interdependence for organisations to

manage. Coordination is made difficult dué to frequent communication and_
+intéraction between departments This type of interdependence requires the
‘ -most effort at planning, communication and decision-making.

I3




4. Environment and Structure

Organisational functions cannot be understood by scanning internal factors. External
factors must be properly analyzed and managed Organisations are open systems. They
operate on the pnnc1ple of equifinality, which allows the same end position to'be reached
‘by several means. They interact with their environment continuously. *“The organisations
are subsystems of broader supra systems the environment. They have identifiable but
permeable boundaries which separate them from their environment. They receive inputs

across these boundaries, transform them and return outputs.” The open system perspective |
places an enommous weight on the external environment of the organisation as being’

influential for its internal functioning. No organisation is so autonomous that it can insulate
1tself totally from its environment. Organisations try to survive and achieve efficiencies in
an uncertain environment. They are dependent on their environments for resources vital to
sumval and success. Elemeénts in the external environment consume” the organisation’s

outputs and provide inputs like raw materials, employees’, resources and technology. This

dependency creates.uncertainty for managers. There are two coping techmques available

for managers to adapt to initial contingencies: changmg the internal structures of. the -

organisation or changing the external environment.

Some organisations face relatively static: environments; others face very dynamic
environmients. In a simple ,environment- the organisation' structure is simple. As the
environmental complexity increases, the organisation structure’is less formalized and less
centralised. Organic processes dominate. Thus, an organisation in one environment will
be very-different in structure and orientation from an organisation functioning in another
environment. Structural design is an important tool that managers employ to eliminate or
minimize thé impact of environmental uncertainty. However, the relationship between the

organisation and the environment is not simply one of organisational adaptation. It is not |

a one way.traffic. Organisations can also reach out and change the external environment
e.g., by paying people to carry out activities.such as lobbying legislators, influencing new
regulations, developing public relations campaigns, blocking competition etc.

What is E'nvironment"

Inabroad sense, the environment is infinite and includes everything outside the organisation,
The general. environment includes everythmg and consists of the followmg clements:
physical structure, soc:m‘ stiucture, ecological structure, legal structure, cultural structure,
political structure, economrc structure, psychologlcal structure and mlernaﬂonal structure.
All of these structures may 1nﬂuence the formation and survival of. an orgamsatlon
The general efivironment encompasses conditions that may influence the organisation
‘potentially, but thelr relevance is not overtly clear. Orgamsatlons are only concerned with
the relevant-components of the specific env;ronment which can posmvely or negatively

influence the organisation in achieving its. goals These components have the potential |

to-affect all or part of the organisation. The set corsists of all elements, existing outside

the boundary of an organisation influencing its performance. It will include customers, -

-suppliers, government regulatory agencies, trade unions, trade associations, competitors
etc. However, it is always not possible to spot environments readily and demarcate them
clearly into general and specific environment. The specific environment is unique to each
" - organisation and is continually changing.
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Eavironment: Three Research Studies - %
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Mﬁn Characterieties nf Mechamsuc and Organic Orgnmsaﬁou Struetnres

Mechanistic-Structures

Organic-Structures '

NOTES

Operate in stable environment,
characterized by-slow fechnolbgica}
-and market changes. )

A functional |
where tasks are broken down into
specialized, separate tasks.

" Strict h1erarchy of authonty and

controls. Many rules and procedures.

division of work

Operate in dynamic environments, charactenzed by
faster rates of change and greater uncertamty

A more realistic divisional type division of work;

‘where tasks are not clearly defined in advance

but are adjusted and redeﬁned through.employee
interaction: e .
Less hierarchy of 'euthonty and control. Few rules.
and procedures. Responsibilities are loasely defined

s and emphasis is on exchanging | mformatwn ralher
‘than giving directions.

4. Most decisions ate made at the top. Ir)ecmor_l-makmg authority is decentralised.

5. Communication is vertical. | Cominunication is lateral. “

_The Burns and Stalker Studies: Burns and Stalker examined 20 tn&usﬂial firms in the
: Umted Kingdom to find out the specific links between environment and organisation.

" These 20 firms (a Rayon firm, a large Engineering concern and a number of diverse
. Electronic firms) were operatirig in both stable and dynamnc environments. The
L 3 general findings-of the Burns and Stalker Studies is that successful firms in stable
envtronments were mechanistic in structure, whereas successful firms in dynamic
ermronments tended to be more organic or flexible structures. The table illustrates
the characteristics of mechanistic and orgamc structures. : :

-According to Burns: and Stalker, the most effective structure is one that adjusts to the.
needs of the environment. The mechianistic and organic forms represent two ends of
a continuum. The needs of the situation will dictate the ideal design.

2. . The Emery and Trist Studies: Emery and Trist proposed that environment is causal
in organisational formation. They described four types of causal textures

e a

(a) The placid randomized environment: This is the snnplest enwronment Elements
change slowly. New threats and opportunities are mfrequent ‘The'% envnronment
is randomized bécause when a change does occur it is not predlctable and is not

. : coordinated with.other elements in the environment.

! (b) The placid-clustered enyironment: This type is also static but goals and noxiants

. are-not randomly d:stnbuted they hang together in certain ‘ways, Threats and

. opportunities occur in clusters. The organisation siirvives by correctly predlctmg ’
the environment. Long range planmng becomes important. Orgamsatlons tend to
be centralizéd and more hierarchical.

The d:sturbed-reacnve environment.. This is snmllar to what: economtsts call

‘oligopolistic competltlon It consists of a clustered environment-characterized-
‘by many competltors seeking similar.ends. Such competitors seek;to improve
their own chances by hindering each other, each khowing that others are playing
the same' game. In such an envnronment organisations must carefully monitor
. other organisations’ calculative' reactions and evolve courtteractions. This type is

(©
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complex. Flexibility is more important if.the organisation is to survive and this Ofgamsaffon Structure
“+
promotes decentrallsanon . : . . and Design

_ (dj The turbulent-field environment: The turbulent field enwronment is charactenzed
* by high. complexrty and dramatic changes. Changes are so rapid that they
% . cannot be anticipated. Orgamsatlonal planningis “of little .value. ‘Elements |

" in the environment are increasingly interconnected. ‘The turbulence : results.
. from the complexity and muIane chatacter of the ‘causal interconnections.”
' The organisation_is forced to interpret environment and adapt to survive. It-is
-expected to reevaluate its relatlonshlp with customers suppliers and government
agencies continually. . L ! - ' - B |

.

NOTES

The classifications provided by Emery and Trist are somewhat similar to Bums and
Stalker’s terminology. Mechanistic structures permeate in the first two énvironments
.and organic: ‘structures prevail in the Tatter dynarnlc settings:

3. Lawrence and Lorsch Studies: Lawrence . and Lorsch wanted to determme how
various, firms organize to meet environmental. demands What is the relatlonshlp
between envrronmental dlﬁ'erences and- organisation structures? Their- research’ was
= carried out in two stages. In the first they selected six firms in the pIastlc industry to | . .,
study the differences between successfiil and unsuccessful firms in one partlcular
industry. In the second phase a highly eﬂ'ectwe organisation and a less effective
one (based on sales, profit growth, rate of charge in products) in each of the plastnc
food and’ container industries were examined and-compared. The industries selected

.« had a different rate of technologtcal change in both products and processes and
operated in diverse environments, They found that there were differences between
.the effective’ and ineffective organisations in each industry’and' across- mdustnes
themselves. The effective organ:satlon had high differentiation and mtegratron
Integration refers to the quality of collaboration that exists among mterdependent

* departments or sub-units that are requlred to achieve unity of effort. Differentiation
refers to functlonal specrallzatton within the organisation and-to the. attttudmal and -
béhavioural dlfferences of managers in terms of their goal perspective, time frame
and-interpersonal orientation. Members in each. subunlt found it very dlfﬁcult to see.
things the same way. )

41

Findings: Summary

«s. The extent of environmental uncertamty specifies the most- appropnate degrees ' b
of- 1ntegrauon and dtfferentlatlon for successful orgamsatlons Generally | ! ’ '
-speakmg, successful firms come nearer to- meeting the demands of their specific
énvironment. B L .

* Anorganisation’s. internal structure could be expected to dlffer from department
» to department. Lawrence and’ Lorsch dld not assume the orgamsation or,
environment to be umform and slngular The departments that were exammed -
manufacturing, research and sales — evolved toward a di ﬁ‘erent orientation and
structure in order to’ effecttvely interact with specnallsed parts of the external |
environment Departments w1th1n orgamsattons each face their own particular
envnronment and thus have thelr own umque structure :
. There is more than one way to design an orgamsanon Organlsatlon rs anopen |
;system and its-external environment has conslderable impact on its internal -
structure and process. ¥,

-
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_ Organisetional Theory, .5, People and Structure
Design 210 Development L. ' .. ) . s o o
) A miajor influence on organisation structure is the *stock” of pérsonniel employed at the

enterprise. The attitudes, aspirations, experiences and roles of organisation members are
NOTES also related to the structure of the organisation. It is, therefore, necessary to consider the
forces affecting subordinate’s behaviour and performance. The desire for independence,
for. assuming responsibility, for facing challenging jobs, for achieving something
worthwhile will greatly - influence the -organisation structure, Organisations try to
accommodate the psychological needs of employees adequately, the structure selected
should provide meaningful opportunities for members to learn and develop continuously.
+|'Several organisations have already experimented with such-innovations like MBQO, Job
_enlargement, Job enrichment, Managerial Grid etc. in an attempt. to provide a more
rewarding environment for their employees.

¥

2.6 STRUCTURAL CHOICES

“While trying to relate the structure to strategy, mandgers have a wide choice based on
how authority relationships are prescribed, how departments are created, etc. The design
choices basically revolve around the following types: the functional structure, the divisional

| structure, the profit and matrix forms, the emeérging structures like feams, virtual tcams and

Boundaryless organisations. ro .

|27 FUNCTIONAL STRUCTURE _ °

In the functional structure, activities are- grouped together by common function. Each
functional unit has a dissimilar set of duties and responsibitities. In a medium size business,
1 functional structure would mean a set of departments like production, finance, marketing,
personnel, advertisement, sales, market research, etc. ST

_ Chief Executive Officer
i .. . L

roduction ' ¥ Sales RN g Finance

T

-
L

%

e . ‘Fig. 21 Simplified Functional Structure

_| The weaknesses of the fuiictional structure are légendary. As the functional organisation |
grows in size, it ‘rapidly becomies an organisation of misunderstandings, feuds, empires and '
Berlin Wall Building,’ It sobn requires elaborate, expensive clumsy management crutches,
coordjnators, committees, meetings, trouble shooters, special dispatchers which waste
everybody’s time without, as a rule, solving much. The pfpblem of coordination between
functions becomes more difficult. The administrative-distance between top management
and-functional department grows. Divisioﬁalisatioh or product organisation structure helps

inrelieving this position. - - ” ' S

-

'S
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= 2.8 PRODUCT/DIVISIONAL STRUCTURE

-~

Productfdl\rlsnonal structure (lmown as d1v1s1onal:satlon) is pamcularly adaptable to
tremendously large, complex and multi-product organisations. The®organisation here

is divided on the basis of product lines, type of customers served or geographic- areas

. covered. The products which need to be carefully nursed — likewise, customer groups to

be served or. geographlc locations to be nurtured — and sk:lfully developed will receive |

prompt and. improved attention. Other products whose life is-over may be discontinued.
In response to- changing conditions, products can be developed, added or dropped.
Divisionalisation prevents some products from being neglected and others being
overemphasised. Accountability is clear. If the produet fails, the division/product manager
is held responsible. Sometimes an organisation may change its management structure. For

example, to capitalise on the’ information processing market-in the 80s, the famous IBM |,

~ reorganised its management stricture. It changed from a functional otientation in which
centralised manufacturing, marketing, and: product deveiopment served all products to a
product orientation, thereby placing functions in product groups. The Divisional structure

is quite popular in India. Companies like Hindustan Lever Ltd., ITC; L&T Slemens and

hl

Thermax have been usmg this model quite succéssfully.’

: " Chiet Executive Ofﬁceré =3

.fﬁwﬁnager Autorgobiles _ .;‘al-anager Refrigerators ',. - NManager Spare_Patff?%
Fig. 2.2 Product/Divisional Structure v £
Merits - : "

The resources of one complete administrative unit are deployed on the product. All the

activities for a single product or purpose are brought under one manager. It is easy to fix ‘

accountability. Procedures and systems can be standardised leading to better inteégration
-across different speclaltles ‘The different units like marketing, sales, engineering, finance
and personnel are dedicatéd to the mterests of one or a few related products. All this
increases emphasis on product development, market exploitation, etc: Further, autonomous
units enable a manager to' acquire a broad range of experience. The individual responsibility
and independence forces him/her to face challenges and run an entire company with its
‘frustrations and satisfactions. Thus, divisionalised form serves as an excellent vehicle for
training and development of general managers. Managers know what they are domg and
" can direct themselves toward the performance of the whole instead of becoming prisoners
of their own work, effort and skill. Divisionalised form, further, allows for a wide span

of control. It focuses the vision and efforts of managers directly on business perfbrmance _

and: results. The divisions have the responsiveness, the accountability and the beneﬁts
of specialisation and are able to process information as if they were orgamsatlons unto
themselves. Unprofitable lines are not allowed to be carried on the backs of the proﬁtable
_ones. Whenever necessary, the autonomous units can be lopped off with minimal effect on

the entire organlsatlon ! ‘

s

Organisation Structure
end Design -

NOTES

‘ P ' Self-Instructional Material 27

=¥

K




28

O.rgamsam::msir Theory,
Design and Developmenr

NOTES

£

Limitations .

- -

4, ~ r
a 13 x ‘é*
Divisionalisation tends to create addltlonal departments and dlvrsmns leading to dupllcat:on

of effort. The overhead costs of each product division are quite high. There is Itttle incentive
to-promote cooperatiori among divisions. Conflicts surface frequently as divisions -and
headquarters argue.about where to-locate support.services. Often, it is difficult to draw 2
clear distinction between drf’ferent units-and settlé the priorities. A tremendous amount of
managerial time and energy is wasted on adjudicating dlsputes between them with reférence

‘to allocation of scdrce resources. The smallest adjustment between departments becomes a

.quahtres are rarely ava1lable

When'to Use the Project Structure?

Self-Instructional Malerial

I!

| trial of strength ora matter of prestige and honour. The rivalry and territorial protectionism

by the mdwldual divisions can make coordination by- headquarters extremely ‘difficult.
Further, the autonomy of divisional - manager is exercised wrthm limits and’ this brceds
resentment as divisional heads feel that. authority i 1s madequate to .meet tlhe challenges

; Dwrsronahsatlon makes hrgh human demands on self- dlsmplme on mutual to]erance,

on subordmatmg one’s self interest. ngh-qualtty managers possessing these exceptlonal

r
voa, I -~ ) 4

2.9 THE PROJECT STRUCTURE

A temporary organisation desrgned to achieve specific results by using teams of spec:ahsts
from different functional areas in the organisation is a project orgamsauon “The team
focuses all of its energles and skills on the. assigned project. Once the project is completed,
the- teamis broken up .and its members are reassigned to their- regular posrtrons 1n the
organlsatlon or to other pro_;eets b

%

Accordin g to Stewart, the project structure is a viable form when:

~
. Lt is a. one -time task. and' is definable in terms of a single, specrﬁc goal. Projeci
rat‘rangements are temporary. Upon-completion of the: pro_]ect the pro_lect team is

drsbanded By deﬁmtton a prOJeet must end ‘at an objectwe pornt in timme.
gy Wal
o It Is large in scope. m

F
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*.-It'is unfamiliar or‘lacks precedent: Unfamiliarity usually'leads to disagreement as.to  Organisation Striétire
w . . A ' R p . s

" hov the undertaking should be'managed: ‘People at lower level need tg be educated and Design
‘thoroughly about what they are,to do while senior executives. can concentrate on cost.
estimates, time schedules etc, & “ - ; '

‘¢ ~Itis complex and calls for a-high'degree of interdependence among the tasks. §

* There is. a high stake in: the -successful ‘completion of the project. The: outcome is | -

! NOTES

extremely critical to the organisation. ..

"The N ature of Project Managqmegt T .
* Project manager: Project management- calls Jfor the appointment a project manager
' who is responsible for the com‘pleti'qn‘df the proj ect. The project manager makes sure
that thie project does not get lost in the shuffle of organisational activities. He specifies |~
~what to be done, when jt 1s to be coniplp_ted”_, and how much of the sources required. In
turn, the functional managers decide who in their units will perform the task and how it ”
will be'&c’me. T}ic,project-manager is a unifying agent and a focal point for the project
activities. ‘ cL N
o Team témbers: The project involves meribers from various functional depaitments
or from outside. Team’ members report”directly the project manager. Membership is
temporary. The size of the group may change with the différent phases of the Woik. As
soon as .t_lif:_,projc_ct is completed, team membérs go to another project.

*y.

* Project authority: A project possesses a vertical as well-as & horizonal ‘dimension.
It cuts across the normal organisation structure. A project manager is expected to
work Wwith various functional managers by seeking their support through persiasive
Bargaiping. He must convifice them that they should help the project by lending its
manager the support needed to finish the given task within the-tirfie. In reality, the |
"projéct managers face an ‘authority gap’. They do not have authority to promiote or

- reward their personnel. They lack c'('}fnplete' authority over the team and possess what
is known as ‘project authority’. Further, in a project structure the role perceptions are
“uriclear and lack specificity. The relationship of project managét wi th functichal heads.
is quite ambiguous. His authority is more fliid than in a stable organisation composed
of line and staff relationships only. The project manager is expected to accomplish goals
by worlg'ing'nlét,o'hl'y with the functional, groups of the company- but also with outside
organisations. ‘The total project organjsa}tibn has no discrete boundaries; it is a complex
structure that facilitates the coordination and integration of many project activities.”

-

In actual .préictice the amotint of ailt'hority given to a project manager (PM) varies widely "

(see Fig. 2.4): . | ’ 1
State Form’ * ‘Matrix Form ‘ Aggregate Form
T T Py - . T = e ) T T " .
# . . . . ._ < _ . * ) . . . . {
_— m,l}ldne'f y *'Some e Complete

t Fig. 2.4- Amo(nt of Authority Given to the Project Manager in Thrée Types of Projects

In the aggregate form, the PM enjoys complete-authority “over all members of the
T A . 5 T wd 2T o
project téam and the functional boss may have none. For example, in projéct Manhatten,

N v

& .
L)
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Organisational Theory, (the building of the atomic bomb during second world war) all specialists were moved to
Design arid Development ., jsofated place, the PM had complete control on the development of the atomic bomb

NOTES

ungder tight secunty At the other extreme the staff form of project management, the PM
has little or no authority. Many minor pro_lects take this route where PM is given very little
-authorlty (e.g. developing a professor evaluation form by a team). To get things done, the
PM should- possess considerable mterpersonal and leadership skills. The middle area of
Flg 2.5 (where the PM has some authority but it may not be clear how much) is called the

‘matrix” form-of project management. In this form of project management — as explained
previously — people working on projects have two bosses. This creates potential for conflict
between the project manager and the functional head(s). -

L]

Advantages

1. Project management aliows maximum use of specialised knowledge which is available
to all projects on an-equal basis. Knowledge and expenence can be transférred from
one project to another. R

2, Pro_pect people have a functional home when they are no longer requlred ona glven
project. In between they are provided with stimulating opportumtles to participate in
the decision process.

3. The project structure reduces environmental complexity. It facilitates rapid collection
and processing of new information.

4. Project structures are one way of promoting and maintaining orgmi'sational flexibility.
Through projects, specialisations required to achieve a goal are brought together for
as long as necessary, but no longer. “

5. Project organisation, most :mportantly, allows concentrated attentlon of experts on a
complex project for a given time without dlsmrbmg the normal routine work.

Problems

1. Project structure ¢reates feelings of insecurity and uncertainty among members. Their
relationship with functional members is unclear. Dual loyalty creates anxiety and
tension. f ' _

2. The project structure is an ad hoc arrangement, having a limited life. Once the project
is completed, the project team is disbanded. In other words, the project manager and
project staff work themselves out of a job. Some people feel fost without a permanent
department with which they can identify. Security for such people is threatened when
it appears that the organisation’s only commitment to them is a-temporary project.
They fear that completion 6f the project will mean the-end of their _]Ob This can
encourage project slowdowns.

3. Theproject managemeni violates the principle 6f unity of command. Role prescriptions
are unclear. The relationship between functional managers and the project manager is
not defined properly leading to ambiguity and conflict.

4. The project structure creates insecurity and fear of unemployment as the project nears

completion, Members may, even create work to avonc_l dangers of being laid off.
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5. Contacts with the mainstream of organisational life are seve-red_. Members may be
_bypassed when opportunities arise in their fields leading to career advancement.

6. Project manager has to performt a tight rope walk: he must build the team straight
away; obtain, cooperation from other departments; battle to meet the schedule;
grapple with cost figures and decide things quickly. Decisions to sacrifice time for
cost, cost for quality or quality for time, are common in most projects and the project
manager must be able to make them without panicking.

7. The prOJect organisation creates an authority gap for project managers where |

responsibility outweighs authority. Most projects are.not self-siifficient. They need

support from various quarters. Top management can easily Jeopardlse the projects’

success by lack of awareness. Functional cooperatmn may be difficult to obtain. All-
such factors senously hamper the project pexfonnance

2. 10 SBU (STRATEGIC BUSINESS UNIT) STRUCTURE

The SBU structure is an extension of the divisional structure. In its most extreme form the
SBU operates as & separate autonomous organisation and may perlodlcally send profits to
the corporate parent. Each'unit will have a clearly defined strategy, based on its capabilities
and overall organisational needs. The SBU’s autonomy will. decrease if profits are lower’
than the parent expects. The parent may impose controls at various levels toward off risks
arising out of 1ndependent operations at a dlfferent location. Important features of an SBU
include the following: .

* Hasits own mission with a clear focus on specific products
. Competes with definable groups of competitors-

e Prepares its own integrative plans

o Manages its resources in important areas’

~ » Has a respectable size — neither too large nor too small,

e Runs the show independently

' CEO

h!
g T : g /}.'
President - President ¢ President .
SBU 1 SBU 2. . SBU3
Divisions ' Divisions Divisions
A B c <A B c A B c

N

Fig. 2.5 Strategic Business Unit {SBU) Structure

-

T T e

Organisation Structure
and Dasign
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Organisational Theory, The ad—vantage_s.and disadvantages of SBU structure are given below.. .
Design and Development __ - R . : '

NOTES ‘Advantages - Disadvantages ., e
' » "Improves » ' coordination  between | e Increased expenditure invitedthrough_dpublir’;g-
t-'di{risie_uns? with similar strategic concerns | . ‘of pperations,‘personnel.and in_yestments.
and product/market environments‘. '« Unbhealthy completion for corporate resources.
. | * , Increased focus on products/markets * - Dysfiirictional gar_n;goni:sm among divisions
‘|'s "Tightens the stratégic management might affect performance as-well as public
) - |'{* < and control of large, diverse business “image. ‘ _
’ enterprises. . . ‘s Overemphasis ‘on. ‘shortsterm® petformance
#  Facilitates distinct and in-depth business might spoil the show, -
planning at the corporate and business | y The- ole of the" group vice president can be |-
levels. . 3 3 difficult to define.” d
5 ¢ Channels -accountability- to distinct |, Defining the degreé of autonomy for the group
. business units. . vice presidents and division managets cari be'|
‘|e Quick response to environmental change difficuit. ' .

2.11 MATRIX ORGANISATION STRUCTURE -

- . . kS .
A permanent ox‘ganisation designed to achiéve specific results by using teams of specialists
from different functional areas in the organisation is a matrix organisation. It 18 actually.
 hybrid structure combining both functional and product structures in the same organisation.
e In the matrix structure, specialists from different functional departments work-on projects
that are led by a project manager. The project m‘anager'has authority over the ﬁmctional’_..”
.| managers who are part of his/her team in-areas related to- the project’s goals. However; |
decisions regarding promotions; rewards, annual performance reviews typically remain the: *
. . | functional manager’s responsibility. To work effectively, both managers have to be in touch-
> with each other regularly: They need to work in_close coordination, resolving conflicts
“smoothly: Let us'examine these closely. )

(S I

: : ' 2, 2 .

® Hybrid Structure: 1t is-a combination of both functional .organisation and project,
ofganisation structure. On the right handside of the picture, you have functional heads
running the show. On.the left hand side, you have project managers leading teams of

specialists. Enipfoyees have to work under two bosses simultaneously.
. [ ? .

' S Functions »Pup@as #Production Marketiig. |-
“_ | Manager” | Manager Manager? |
\
E [
P Fig. 2.6 Matrix Organisation.
4 L]

s Top le'aderékip: ‘The top-leader holds the balance. of power. He must.be 'w'illling to
delegate decisions. He must emphasise direct contact and-group problefn solving at -

-
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lower levels sy as to promote effective communication throughout the organisation. He ~ Organisation SUUG!‘UFB

must also see that the power balance is maintained properly " . . and Design  ~,

o Functional heads: The functlonal heads take. care of 1ssues related to therr ﬁmctron
— such as promotion, salary recommendations, annual rewews etc: They are mainly L
concerned with the operational aspects of their depanment e ‘NOTES
o Matrix bassqs Matrix bossesfprwgot managers have authority over project employees |
relative to pro_|ects goals. They share subordinates in common with other bosses. They |.
_do not have full control over subordinates. The functional head’s responsrb:lltres pertain | t
to functional rules and standards — what to.do, how to:do, when to do, etc., and review |
performance periodically. The project manager acts as an.integrator. | Hefshe is-required
to achieve the specrﬁr' project by: balancing. time, cost and performance. Matrix bosses
] must alsé be willing to face one another on disagreements. Managing highly competent
professional ernployees demands a great deal of time, panence and skill from project

heads. . Y aw

* Matrix. subordmates Matrix subordinatés are often confrontéd with.an agonising |:
choice. They suffer from what is known as jurisdictional clanty The dual assignments—
.one reporting to, their functional-head- and srmultaneously workrng on a snecrahsed
t  project might cause role amblgurty and career .related issues. Matnx subordinates — | .
_ also known as two boss managers - might have to work under 4 tough and demanding | .
functional head and report to a project head who' might encourage them to expenment '
innovate and take considerable amount of risk. Reportirig to two bosses (m a matrix”
'form the umty of command pnncrple is vrolated) can create confusion and a difficult-
mterpersonal srtuatron unless steps. are taken to prevent these probléms from arlsmg

. The problem of unity af command In the matrix.structure, the matrix,subordinates
or two ‘boss _managers are at the receiving end, because they have: to: report to two
superiors. This means pnorltlsmg multlple cornmands (from funcnonal hiead as well as
the project head one may ask them to run and the other might ask them to go ‘slowly)
and sométimes even recelvmg confli lctmg orders As nghtly pointed out by Bateman and
Snell, “some people functlon poorly under thls amblguous conflictial. ctrcumstance
sometimes this srgnals the end of thelr career wnh the ‘company. Others learn to be
proactive, commumcate eﬂ‘ectlvely with both superiors, rise above the dtfﬁcu[tles, and
manage these work relauonshtps constructively™.

Pi’oject- Vs 'Matrix * -t
P W“ . && )&? . —=
’ ﬁa Projeet Organisaﬁon vs Matrix Orgamsatmn e e .
Pro;eets orgamsation A ) Matr:x organisation ,
s Purely temporary » Relatively permanént .
1 _Pro_|ect managers authonty could range from [ e Project- managers’ authority: di_otributed
VEFy. tow to very high. reasonably. _
. Low {nfortation procesaing L« 'High'_infonnafrion ?meesaing - 1 . :

* ‘Power struggles avoidable in case of projects-| o Power struggles a distinet _possibility —
having limited life span. - . between functional managers and project

-+ In the aggregate project form; projeet managers. !

manager takes change -of information, | Project heads have to share resources with Yeg
- |- resources and people. 5 functional heads.
’ ] : ' «  Self-instructional Material 33
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Or'gam?s\atfonal Theory, Strengths

Design and Development

Many people have sung the praises of matrix organisation forms, from time to time. In

fact, matrix form attempts to'achieve the benefits of both the functlonai orgamsatlon and

NOTES
l

*u

t,
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the product organisation. . = .

Eﬁic:ency. A matrix form permits efficient utilisation of resources, especially
" manpower. Resources can be freely allocated across different products. It facilitates the
efficient allocation of specialists. Specialised knowledge is available to all products/
projects on an equal basis. Further, knowledge and . experience can be transferred

-from one project to-another. Each project can share the specialised resource with

other units; rather than duplicating it to provide independent coverage for cach. ‘Ifa
project demands half an astrophysicist, it does not need to support a whole one half
occupiéd.’ It allows-the pooling and sharing of specialised resources across: products
in a natural; routine way.

Flexibility: Matrix- forms: encourage constant interaction among project unit and
ﬁ;_rictional"’ department members. The direct and frequent contact between different
specialities in the matrix can make for better'communication and more flexibility.

- Information permeates the organisation and reaches those people who need to take

account of it. Qiick decisions can be taken and the organisation can encounter the
challenging and uncertain environment in a better way.

. Technical excellence: Matrix structures ensure the maintenance of high technical

standards. They facilitate high quality and innovative solutions to technical problems.
Frequent interactions. among project unit and functional department ‘members ¢
encourage cross fertilisation of ideas. "Each specml:st is forced to listen, understand
and respond-to the views of the other. - g

Balance: Matrix -structure is a way of balancmg customer’s need for project
completlon and cost control with the organisation’s need for economic cooperation
and development of technical capability for the future. ‘A better balance between
time, cost and performance can be obtained through the built-in checks-and balances
and the continuous .negotiations carried on, between the project and functional
organisations. Further matrix reduces bureau-patholog:es The dual lines of authority
reduce tendencies of departmental managers to become so busy protecting their little
worlds that goals become displaced. .

. Freeing Top ‘Management: Matrix structure permits decision-making at lower

levels. Since many decisions are made at lower levels, the top management has more

‘time to interact with the environment. The top management need not ‘bury itself

in endless daily routine; it can. concentrate- more on long range plarining. Matrix
structure facilitates a rapid management response. to changing market and technical
requ:rements - :

6. Motivation: Traditional orgamsatlon structures are based on the assumptlon that

position level equals contribution and contribution equals: rewards. In other words,
the higher the individuai is in orgamsatlon the more authority he has, the greater
the knowledge he possesses; the more he contributes, and the more he should be

" rewarded. In many orgamsatlons this holds good even today. A 60-year old professm

receives.a fat salary of ¥ 140,000 per month for teachmg organigatioh theory to

-post-graduate students while a 25-year old lecturer receives only T 30,000 p.m. for.




teaching another section of the same . Organisation Structure
_ course in the university. The reward. ' -and Design
“ structure ‘'will be-more frustrating, in ‘ .
. case we assume that the young scholar * :
had just published two britliant research NOTES
papers while the older one had produced
nothing in years. Fortunately, in matrix
stnictures more emphasis is placed on the
authority of knowledge than the position
of an individual in “the organisational
hierarchy. Membership of the team is d
based on special knowledge for. given !
aspects of the work. As a result, lower
level people can have a greater say in 1mportant decxsnons The opportunity to
participate in important decisions fosters higher levels of motivation and commitment. i
7. Development: A matrix structure. he!ps employees to develop and grow. It enlarges fi
. -their experience and broadens their outlook. It exposes them to a wider arena full of )
challenges. The process of job rotation helps them to learn something of value from
other specialities; auditors will learn about marketing, engineers develop knowledge
of financial matters and accountants learn about quality*control. A matrix structure
" gives persons of high potential an excelient means of demonstrating their capabilities -
and make a name for themselves (employees can acquire either functtonal or general
management skills depending on their interests). It provides a stlmulatmg atmosphere -
more in line with the democratic norms preferred by scientific and professional
employees.
Weaknesses
A matrix structure is far from’ being a cure- all for embarrassments, expenses and )

delays that plague even the best managed orgamsatlons They are seen as ‘hurried
improvisations’ rather than as ‘thought-through transformations’.

1. Power struggles: Matrix fosters power struggles between product and functional |
managers. Unfortunately, both functional and product managers- share the same set
of resources leading to unhealthy competition. ‘Each manager tries to safeguard his
undisputed control over a given sphere: of operations by building protective walls. | : )
For example, functional managers form coalitions to undermine the power of pro_|ect
specialists. Matrix intensifies defensive behaviour and hostile attitudes between
managers. It is a sure recipe for interpersonal conflict:

2. Stress: Matrix orgamsatlons can be stressful places to work i in.As pointed out by R L .
Kahn et al; stress at work arisés from three factors: role conflict, role ambiguity.and
role overload. The use of matrix means use of dual command. Managers.often end
up jockeying for power and influence. “The individuals-aresubjected to conflicting |
and confusing expectations from others. The subordinate becomes a political football
of the ‘two superpowers’ in the organisation”, Mémbers of. pro_;ect teams possess
only de facto decision-making power. As a. result, important decisions are vetoed by
superiors in preference to decisions based on individual power and influence.'In such
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ambiguous situations, accountability becomes. unclear Role overload arises because
.of too many demands: ‘placed on an mdmdual An. employee is expected to shoulder
normal operating responsibilities as usual and-also find time to participate in endless _
meetings' and tedious discussions. Additional demands. arise from. these discussions
leading to an increase.in, overall workioad. Confusion exists over'who reports to .
whom, 'The comfort of bureaucracy ] predlctabllrty is replaced by growmg msecurlty
and stress.

3. Costs. The matrix organisation incurs great administrative costs than a conventlonal

‘hiérarchy. In an. -attempt to .cover: themselves against blame managefs- try to put "
everything in wrmng The dual chain ‘of command. turns_the' matrix structure into
another form of anarchy It'i increases the management’ costs io double The decrslon-
-makmg process is'slowed down. Members have to- spcnd far.more time at meetmgs
and discussions than domg work More mformauon has't6 be processed through
written reports , . ‘, .

)

4. Balance: It is rather difficult to strike a stable balance between project and functmnal

authonty The two kinds of influence are’ negahvely correlated The more successful
lateral collaboration is‘achiéved af a given level, the greater are the stresses up through
the vertical hierarchy; with more senior - managers résentful of being' bypassed.
Conversely, the better the vertical relatlonshlps in the line hlerarchy, the more likely’
the lateral activities are to suffer from boundary disputes and i commumcatlon blocks,

Thus, matnx organisations have been réported as costly, cumbersome and bureaucratic,
' mhlbltmg technical achievement, overburdemng top managemenl demotlvatmg employees
and detrrmental to their deve]opment ’

»
4

N I Making Matrix Work - ; “x
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" How matrix orgamsatlons can be made to work effectivel y? ? The folIOng gu1dellnes will"
“help solve: this question. ~

1. Definition of roles: The roles of pro;ect and ﬁmctlonal managers -must be clearly
defined. For exarnple, rhe functlonal ;nanager may decide who should do and how )
whereas the project manager decides what should be déne, when and at what cost.
.Nowadays prudent companies spell out in wrmng the, dctalls of a matrix ]JI'O_]CCt in

aa

" advance to avoid misunderstandings. < t ) )

2. Orgamsarmn development: Orgamsauonal development techmques can be employed

L to 1mprove cross functional, collaboration. Other techmques llke sensmwty training,
team hulldmg activities, training in gioup and :nterpersonal skills etc. can be employed
to facilitate new norms of behaviout. k

. 3. Guidelines: ‘Project'membership should be. percewed as an important and rewardmg

assigiment. It should not take the form of an 1mpos1tlon Projéct teams nust be filled
- with. people_having relevant mformanon The project ‘decisions should be based not
-on rank-but-on knowledge and” mformatlon ‘The meetings of project teams’should
be préceded and followed by meetings within 'the functional’ departments: who-draft
the team.. This helps in clanfymg the problem; members- are wellrmformed and
involved i in‘the developments relating to the: ‘project. At times- rt .may be appropriate
for leadersh:p to pass from one member to another as the project’ moves from-stage to_

stage In its progress 3 g N

O
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2.12 THE TEAM STRUCTURE T T T Organiation Structure

and Design

The term “team structure refers to the use of teams as a‘central device to coordinate
work activities: The bureaucratic structuré is not suitable for most. of today’s dynamic NQTES
organisations. Employees ; with diverse skills and experience are required'to work together
(as teams) to successﬁllly complete complex projects. As such traditioral work areas have
given way to more of a team effort, building and capitalising on.the various- skills and
backgrounds that-each. member brings to the team. Team members have a commitment,
purpose ‘establish spec:ﬁc goals and have the" leadership and-structure to provide focus

« and direction. They are held responsible — 1nd1v1dually and- _|omtly for results.: They rely
on each other and develop healthy mterpersonal relations based on trust ‘They exchange
information, resources, feelings and thoughts freely arid openly The pomt lS that teams do
go beyond tradltlonal formal work groups by having a collective synerglstlc (the wholeis | | .
greater than the sum of i 1ts parts) effect. The basis of these work teams, then is driven by
the tasks at hand. Involving employees gives them an opportunity to.focus on the job goals.
The freedom that they enjoy empowers them to develop the means to achieve the desired
ends.

LT

2.13 ;THE__NET-'Wﬁli’K D'R"G‘A“N}'smloN =

Py — P -

The most recent approach to, dmsnonallsanon extends thé idea of horizontal‘coordination _
and collaboratlon ‘Beyond the boundanes of the organlsatlon The network structure

(a-more dynarmc and flexible version is also known as virtual or modular organisation) ’
means-that, lhe fim’ subcontmcts many of its-major functions to separate organisations’ | Ta

and coordmates their activities from-a small headquarter. orgamsauon The services are. |
- outsourced to separate ﬁrms that are connected electronically to the.central office:. Sub- ':
contractors flow info, and out.of the organisation, depending on the changing needs of a |
firm. Another novel outcome of the network is the virtual network- orgamsat:on which

¥
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’ Organisational Theory,

.

is a continually evolving group of companies that unite femporarily’ to. exploit specific

Design end Development. gpnortinities or attain strategi¢ advantages-and'then disband wheri objectives are met, A

virtual or modular organisation is composed of temporary arrangements among members
that can be’ assembled and reassembled to meet a changing competitive: envnro_nment

NOTES.
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Fig. 2.7 The Network Approach

Data and information sharing takes place over the net {electronicaily) among participating

cdr'n'panics.-Un'like the network structure in which the hub organisation maintains control

over work processed by various subcontractors, in a virtual unit each independent company
_gives up.some control to temporarily become part of a larger network. Companies like-

Nike and.Reebok have succeeded by concentrating on their core strengths in design and
marketing and contracting all their footwear manufacturing to outside suppliers.

Successful networks potentially offer ﬂexibility, innovation, quick responses to threats and -
opportunities and reduce costs.iWhen formed in an appropriate manner, network structures
help even thie smaller firms compete on'a global scale. They- can.pool resources, put

| knowledge and skills to good use and offer best quality at competitive prices. The smaller

firm can exploit markgt gaps quite effectively. It can have a lean structure and yet maintain
" high quality specmhsts and offer unbeatable serv:ce at an economical price.

The major limitation, however, is lack of hands-on control. The subcontractors may fail
to deliver things, at times, on schedule: The headquarters organisation may find itself out
of business in such a scenario.-If one of Nike’s suppliers, for example failed to perform
well, Nike. could'easily replace it by forming a contract with another. However, how easy
'i5 it to find reliable software companies who-can both do the job and be trusted not to take
_proprietary information and use-it-themselves or give to a company’s -competitors? The
emotlonal bond between organisation and employee is- -weak since ‘he/she always feels
“threatened by feelings of i msecunty of being replaced by contract services and uncertainty
over continuance.
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" 2.14 FREE FORM ORGANISATION

A\ﬁ'e_e.fo;m of organisation is purely an adhocratic structure. It has no boundaries. It is
flexible, adaptive and is built around special problems to be solved by a group of experts

' possessing diverse professional skills. These experts have decision. making authority and

other powers. The adhocratic structure is usually small, with anill-defined h:erarchy
Such a design-is suitable for high technology and high growth organisations where an
arranged and inflexible structure may be a handicap. Jack Welch is famous for having using
the boundaryless structure for making GE, more efficient and effective. A boundaryless
organisation, according to Jack ‘Welch was an open, anti parochial environment, friendly
toward the seeking and sharing of new ideas, regardless of their origin. The purpose of

this initiative was to remove barriers between various departments as well as between |-

domestic and international operations. The following figure illustrates an adhocratic type
of orgaﬁisational structure.

The Boundaryless Organisation -
The Boundaryless organisation is composed of people who are ¢ linked by computers, faxes,

. computer-aided design systems and' video teleconferencing and who may rarely or ever

.see.one another face to face. People come and go as their services are needed,_mucli as
in-a matrix-structure, They are, however, aot formal members of an organisation. They

~ are independent functional experts who form an alliance with an organisation, fulfil their .

contractual obligations and then move on'to the next project.

f]

'Specialists «—»| Specialists ‘Specialists le—{ Specialists | |-
- - 3 - b . A e [
- : " Y .
| Specialists '| Speciatists. Specialists
- - .. - : Y
k4 7 ’-’M:,_ .
Specialisi? fSpecia!isi}é; )
k . I 2 Specialists je—» Specialists
. IA\ ‘ * - -
¥ . 1 . ' .
‘Specialists |&—#{ Specialists | [* N .
‘ / _ Specialists '

Fiy. 2.8 Free form organisation “uilt around special problems/projects

The free foim organisation offers some significant -advaniages to firms which have a
genuine hunger for growth and diversification. T ¥

e It is highly flexible and.-dynamic and can be followed in order to suit' the unique |

requirements of each project. -

it
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'ﬂexnblllty, adaptlveness and

-negatively  impact ~ employee

[y
-

¢ 'There is very little focus and emphasns on posmons, \departments and divisions. The
focusis on getting ‘the project completed on. schedule as per.the requ:rements of the
customer. Poohng of talent and expertise is the- biggest worry here.

+ & Authority is not pinned-down to specific positions. It is passed on to peop]e who matter

most, who can deliver results. : -3
. People are.expected to slip into roles that are not clearly defined. They need to perform

" anything and everything, depending on the demands made by.a Spemﬁc problem. Role

clarity is mlssmg but in its place, people ate, greeted with an exciting opportunity to do
thmgs on their own. They, need to meet the. deadhnes schedules and expectations by

domg everything p0551b1e Itisa questlon of convertmg a pious dream into a“concrete

reaht_y 4. e .

L] L}

»  Communication can flow in any direction. The-primary..focus is on making' people

-reallse the importance of worklng in:teams and rnamtammg friendly relations: In.place
of commands and 1nstruct|ons you have people trying to reach: ‘out to others wherever
they are, through open, transparent and friendly’ communications.

-

J“

As can be seen from the aboye, the freé form of orgamsatlon is suitable for 1ndustr1es which
operate. in. dynamlc semngs marked’ by.tapid change where decisions _have to ‘be takén

quickly. .o

* a

t . & '\f -

2. 15 FORCES RESHAPING ORGANISATIONS

Managers .who are pass1onate
about productivity. and efficiency
commonly embrace mechanistic
organisationdesign. Orgamsanonal'

1nnovatton are found to beé the
mevntable consequencés in such
a¢ase. Any procedural lapses: in
mechanistic  organisations”  will

satisfaction -on the job. They
may also- dlsplay hlgher levels of

. w1thdrawal —-such ag absenteelsm w

tardlness and tumover — and resistance. This, however may not always be-true. The Iarge
majonty of wotkers— espécnally when their sktlls levels i increase after getting tramed in
formal techmcal institutes — may prefer Jobs that give them enough room to think and act
on their own. But, there is enough evidence to suggest that employees who lack skills and

education may still want to- ‘handle routine, standardlzed repetitive jobs that, obviously,
~demand-very little: intelligence and ongmahty When managers go for adaptiveness and
‘ﬂex1b111ty, orgamc structure will be the focal pomt of attentiof. Organic structures are more

innovative, response, fast, flexible and less fesistant'to change —and therefore, ;neﬂicwncy

“levels are low and productmty levels hlgher Employees:tend to- be more imrinsically
‘ motivated, job safisfied; exhibit higher levels of psycho]oglcal ownershlp and stronger

¥

organlsatlonal identification. Evidence shows that. with mcreasmg degrees of : structure

i

:
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lower level organisation members experience and exercise-less control, which in tum Organisation Structure
teduces the likelihood that they develop feelings of ownership for either their work or the and Design -
orgamsanon In order to inaximize employee performance and satisfaction, managers need ’
to keep individual differences such as experience;. personahty and the type of work handled -
by employees should be kept in mind. : NOTES

Globalization is compellmg every company to remain lean, fit and competitive. Companies
have to llve with additional complexities brought in by rules, regulations, cultural norms,
_language bamers and country specific preferences as well. They need to effectively g
address problems posed by geographic, cultural and value system dlfferences almost on
a daily. basis. As rightly indicated by Nelson et al, the choice of structure for managing an
international business is generally based on choices concerning the. following three factors
(DL Nelson et al Organisationial Behavior, Cengage, New Delhi, 2009) .

., The level of vertical differentiation: A hierarchy of authority must, be created to,
y clanfy the responsibilities of both domestic and foreign managers. -

2.. The:level of horizontal differentiation: To serve the needs of all customers, the’
* foreign as well as domestic operations need to be,grouped appropriately.

3. -The degree of formalization, specialization, standardization and coordination:'The
global structure must permit decisions at the local level, in sync with the needs ‘of the i
local populace. At the same time; head quarter controlsmust be put in place 5o that
there is no clash between the intentions of the parent and the actions of the local unit.

As compames begin to operate in a fast changing, networked world, they.seem to
learn new ways of coping with change. Companies like Godrejmoved from product | «
dmsnons to strategic business Gnit structure; Modi Xerox’ converted its functional
_departments into profit centres; TCS and Wipro Infotech embraced the matrix form
of organisation in recent times. Several other companies have been restructurmg
their operations with a view to remain compefitive and serve the requirements’
of internal as well as extemal groups. Reengmeenng (the-radical redesngn of
organisational processes to -achieve major gains in cost, time and provision of
services) the organisation has, mote or'less, become an accepted way of meeting
competltwe challenges Companies have realized the fact that cost competitiveness -
is everything and in order to deliver outstandmg value to customers, they are
not leaving anything to chance. To remain agile, organisations. are undertaking’ .
downsizing (a systematic effort to make orgariisation leaner by selling of business .|’ *
units, closing locations or reducing staff in a planned manner) exercises.every now :
. andthen.Ina capltal hungry and labour-surplus country like India, such pamful and
coptroversial moves need to be undertaken at carefully spaced intervals — placmg '
the brutal facts in front of workers and tradé unions in black-and white. In the name |
_of improving strategic focus, companies should not resort to ‘job massacres’ — at

" least till the Govemment comes out with a well designed Exit. polncy '

216 SUMMARY | oy

?

‘

¢ Organisation structure is essentlal to achieve goals. Structure of course, is nothing but |
a chart of relatlonshlps To achieve results it is also necessary to strike a happy balance
between employees, facilities and tasks by organising work systematically.

Eil . .
&, !
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Orgganlseﬁona! Theory, .
Design 2 Development

. NOTES

. a»

Classical .organisation theoryu is built around. certain well known principle"s The
organisation structure contains a hierarchy of positions. Work is divided into convenient
parts; paving the way for speclahzatxon Instructions, orders pass through an unbroken
chain of command: Each subordinate would report to only one superior. There is also
the:maxim one head-and one plan for a group of activities having the same objective;
Actwmes and employees are grouped into departments to facilitate the processing of
work .in.a smooth way. To ease the burden at'the top level, there is also a limit to
the number of subordmates a manager can effectwely supervise. Fmally, the theory
‘premises family between authonty and responsibility. -

Modern organisation theory looks at an organisation as an,open system dependent on
the constituent parts of the environment for survival and- growth There are important
contingency variables that have a sigﬁiﬁcam bearing on organisation structure. Studies
have proved that changes in corporate strategy will. precede and cause changes in
organisation, structure. Size also determines structure. -As orgamsanon groyp in size,
the degree of formalization increases. within the strucrure Technology is another
important determinant of structure. It determines the selectlon ofa strategy for reducmgl
uncertainty. Again depending on the needs of env1ronment structural changes need to
be carried out,

‘Departmentation is the process of dmdmg a large orgahlsatlon into'manageable units
in order to achieve goals smoothly. The furictional structure organises work into related
bundles of skill It offers every employee a home, clarifies ‘goals, allows people to
specialise and develop skill and.is highly suitable for small and medium sized firms.

Thie .divisional structure divides the organisation into independent, self contained
units based on the distinct products offered to, customers. It helps in putting exclusive
"emphasis on promising products and seek results from people heading the units

A project stﬁxcture is a self contained work group. Conéis'ting of teams of experts from
various functlonal areas, created témporarily to carry out a specific project.

A matrix: strucrure is a permanent organisation designed to achieve specific results by
using teams of specialists from different functional areas: Modern organisations are.
moving away from pyramid structures toward net work structures.

The network structure means that the firm sub contracts many of its major functions. .
to separatc organisations and coordinates their activities from a small headquarter
-organisation. Nowadays virtual organisations are created by outsourcmg most of a
firm’s functions. * :

Virtual 6rganisations have become important ways of g‘etting work done. Often termed
as empty. organisations, they serve as focal points for getting all the functions achieved
but without havmg to d1rectly manage therm. Likewise, boundary ‘less organisations

~ in which the hierarchy and-chain of command re minimized and ngldly structured
departments are eliminated - too, have come to occupy: the centre’ stage in recent times.

2:17 REVIEW QUESTIONS B
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.. Define “Organisation’. Distinguish betwéen organisation as a structure and as a
n
* Process.

T
»




Distinguish bétween the traditional and modern approaches to organisation.. - « ‘Organisation’Structure.
. Draw a line of distin’ction between classical and modern orgé’nisations. " aﬂ?' Desjgn..
What are the important concepts is universal design theory? -
“Sound organisation is an essential prerequisite of efficient management” comment. NOTES
Elaborately discuss the principles of orgamsatton ‘ ¥

. Describe the characteristics of mechanistic and organic organisation structures.

9°:“4"F‘.U‘:'="E*’!\-’

What changes in attitudes toward ‘the practice-of management have come about as a
result of the works of Bumns and Stalker, Woodward and Lawrence and Lorsch?

9. What are the relationships between strategy, structure and environment?

10. Discuss the various bases for departmentalisation and suggest a scheme of
) departm_entalisatior_l for a large enterprise with a distribution network all over the
country. ‘ ' -

11. Define project organisation. In what respects it is an nnprovement over the functional
organisation? _ ‘

12. Discuss in brief characteristics, advantages and, limitations'of matrix organisationa

13. Describe a case in which matnx organisation and virtual organisation structures .
. would be effective. s . _

14. ‘What is the relationship between organisation design and structure?

"15. What makes an organisation create a divisional structure?

1

2.18 CRITICAL THINKING QUESTIONS | . : .

1. The contingency approach to organisational design is,dependent in part upon.an
- analysis of the external environment. What are the dlfferent types of environment |
that are presented in the text?

2. “The matrix organisation de51gn is complex and dlfﬁcult to 1mp1ement successfully”.
Why then do so-many orgamsations use it?

3. Why ‘would a product — service department manager be better qualified than a
functional department manager to assume the top pésition in an organisation?

4. Seeing how specialization can be utilized in manufactunng companies is ¢asy-How
. ,can it he employed by other organisations such as hospltals, schools and restaurants?
Should those organisations use specialisation. Why or why not? |

5. If you were a project manager in a matrix organisation, what would you do about -
closing your authority gap? .

6. If you were the president of a company that was organized along functional lines and
a consultant suggested that you organize along territorial or product lines, what might
concern you in followmg this recommendatlon‘?' .

7. Some people argue thar the matrix sinicture should be adopted only as a last resort
“because the dual chains of command can.create more problems than they solve Do 4
you agree or disagree? Why? a v

8. An, organisational consultant was heard to say, ‘Some aspect of functional structure
appears in-every organisation’. Do you agree? Explain

- ‘Self-instructional Material. 43
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Organisational Theory, 9, How does orgmigation design usually differ for large and small organisations?

Design ord Development 1, g o practxcmg manager, how could you. justify the use.of a.matrix structure g:ven_

that it potentially violates the unity of command principle?

Y
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. 2.26 CASE STUDY

Work Redesign in an Insurance Company .

Es

The executive staff of a relatively small insurance company was considering a proposal
to install an electrotic data processing system. The proposal to install the equipment was
presented by the assistant to the president, Rajesh Khanna. He had been charged with
studymg the feasibility of the equlprnent after a management consultant had recommended

a complete overhaul of the: Jobs ‘within the company. .

The management consultant had béen engaged by the company to dlagnose the causes of
hlgh turnover and absentecism: Afer reviewing the situation-and speaking with groups of
cmployees the management consultant recommended that the organisation structure be
'changed from functional to. cllent basis. The change in departmental basis would enable
management o rede_s:gn_ ‘jobs-to reduce the human costs associated with highly specialized
. * | tasks. : . L

The present organisation mcluded separate departments to issue policies, collect premlums

* i charge beneficiaries, and process loan applications, Employees in these departments
' "complained that their jobs were boring, and monotonous. They stated that the only reason
.| they stayed with the company-was because they liked the small compdny atmosphere.

They believed the management had a génuine interest in their-welfare but felt that the
insignificant nature of their jobs contradicted that feeling. As one employee said, “This
company i$-small enough to. know almost everybody. But the jOb I.do i is 50 boring that [
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wonder why, they even need me-to do it.” This and similar comments led the consultant to

believe that thé jobs must be altered to provide greater motivation. But he also recognized-
 that work redesign opportunities were limited by the organisation structure. He, therefore,
i, recommended: that the company change to a client basis. In such a structure each employee
would handle every transaction related to a particular policyholder. R
Wheén the consultant presented his views to the executive staff, they were very mterested
in his recommendation.. And, in fact, the- group, agreed ‘that his recommendation was

well-founded. They noted, however, that a.small company must pay particular attention

to efficiency in handling transactions. The. functional basis enabled the organisation to |

achieve the degree of specialization necessary for efficient operatlons ‘The manager of.
internal operations stated, “If we move away from specialization, the rate of efficiency may
go down because we will lose the benefit of specialized effort. The only way we can justify
redes1gnmg the jobs as suggested by the consultant is to maintain our efficiency; otherwise,
there won’t be any jobs to redesign because we will be out of business.”

The internal operations manager explained to the executivé staff that despite excessive
absenteeism and turnover, he was able to maintain acceptable productivity. The narrow
range and depth of the jobs reduced training time to a minimum. It was also possible to hire
temporary hands to meet peak loads and to fill in for absent employees. “Moreover,” he
said, “changing the jobs our people do means that we must change the jobs:our managers
do. They are experts in their own functional areas but we have never attempted to train
them to.oversee more than two operations.” :

The majority. of the executive staff believed that the consultant s recommendations should
be seriously - considered. Tt was at that point that the -group directed" Rajesh Khanna to
-evaluate the potential of electronic ‘data processing (EDP) as a means to obtain efficient
operations in combination with the redesigned jobs. He had completed the study and.
presented his report to executive staff.

“The bottom line,” said, ‘is that EDP will enable us to maintain our presen't cfﬁciency, but
with the resigned jobs, we will not obtain any greater gains. If my analysis is correct, we
will have to absorb the cost of the equipment out of earnings because there will be no cost
- savings. So it comes down to what price we-are wdlmg and able to  pay for improving the
satisfaction of our employees” N

2

Questions | o ,
1. What core characteristics of the employees’ jobs will be changed if the consultant’s
recommendations are accepted? Explain. - ’

2, What altemative redesign strategies should be conggdered'? For example, job rotation |
.and’job enlargement are possible alternatwes what are the relevant considerations for-
these and other desi gns in the context of this comipany? .

3. What would be your decision in | this case? What should the management be wlllmg ]

to pay for employee satlsfactlon‘? Defend your answer.

r
v
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3.1 INTRODUCTION

. Orgamsatlonal culture “A system of shared meaning held by members that. distinguishes
the organisation from other organisations”. An Orgamsatlonal culture is the basic pattern
of shared assumptions, values, and beliefs considered.to be the correct way of thinking.
about and acting on problenis and opportunities facing the organisation.

Organisational culturé is the set of assumptions, beliefs, values and norms that are
‘| shared by the members of an organisation: It. may- be consciously created by its key
members,. or it may have simply evolved over time. It represents a'key. element of the
work environment in which.employees perform their jobs: A culture may exist across an,
‘| entirc organisation, or it may refer to the environment within a single division; branch,
plant, or department. The idea of organisational culture is somewhat intangible, for we
_ cannot see it or touch it, but’it is present and’ pervasive. Like the air.in a room, it _
» ' surrounds and affects everything that happens.in an organisation. Because it is a dynamic
' ' systems concept, culrure is also .affected by almost everything that occurs within an
organisation. They give an’ orgamsauonal 1dent1ty to cmployees a defining vision of what .
| the organisation represents. They are also an important source of stability and contmulty
to_ the organisation which provides a .sense of security to’ its members.

- Pa -

3'3 2 DEFINITIONS OF ORGANISATION 'CULTURE

s

The deeper level of basic assumptions and beliefs that are: learned responses to the
group’s problems of survival in its cxtemal environment and its problems of internal
integration: - '
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Culture is the social glue that helps hold &n organisation together by prowdmg appropnate
standards for what employees should say or do. -

According to Deal and Kennedy, a strong culture is. “a: system of informal rules-that

spells. out how people have to behave most of the time?.
pad L

According to Schein, It as, the patterniof basic’ assurriptions that- a given group has”

invented, discovered and developed while learning to cope with its problems of external
adaptation and mternal integration.

3.3 FUNCTIONS OF QRGANISATIONAL CULTURE

Some of the prominent: ﬁmctnon and charactenzed of orgamsauonal culture are as given
below : .

1. Organisational Identify

4

‘Culture provides a shared pattern of cognitive perception or_ understanding" about -the
values or beliefs held by the organisation. This sharing of norms, values and perceptions
gives people a sense of togetherness and enables the.organisational members to think and
behave as is expected of them. The members of an organisation should have an organisation
xdentlty to which they relate to. If an. orgamsatlon is known as being an innovation
company that relentlessly pursues new product development this identity is reinforced by
creating rewards that reinforce innovation. o 1

2. Coliecti\{e Commitment

The common purpose that grows out of shared culture tends to elicit strong commitment,
from all those who accept the. culture'as their own. An organisation’s corporate values
are what employees have to proud of people who like the organisation corporate culture
tend to stay employed there for long period of time. This collective commitment results
in a lower turnover rate. The collective commitment results people feeling that they have
great opportunities to do different jobs and to-grow in the organisation. .

3. System Stability | e

By encouragmg a shared sense* of identity and commitment cultiré encourages lasting
'1ntegrat10n and cooperation among the members of an organisation. Social system stablllty
reflects the extent to which the work environment is perceived as positive and reinforcing”
‘and conflict and change are managed effectively. Executives also attempt to reduce
resistance to change by contmually commumcatmg and contmuously lmprovm g.internal
processes. :

ox

4. Helping Members make Sense of their Surroundings

An ‘organisation culture serves a source of shared meaning that explains why things
occur the way they do. The function of c¢ulture helps employees understand why the
organisation. does what is does and how it intends to accomplish its long-term goals.

Fa

Organisational Culture
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"Newly recruited employees are measured and evaluate against a carrier growth standard

during their first six months to one year of employment. .

w0

S. It'Provides a Boundary : 1

- ’

Cultire creates distinction between one organisation and the other. Culture facilities the .
generation of commitment to something larger than one’s individual self interest. It serves .
as a control mechamsm that guides and shapes the attitude and behaviour of orgamsatlonal

. members P,

"
s

6. It Provides Conformity ..

| It ‘helps_organisational members sick to conformity and expected mode of behavnour
| culture ensures that everyone ‘thinks and behaves in a- prescnbed manner.

3.4 TYPES OF CULTURE

The culture can affect the way individuals make sense of events and even influence their
schemas for: orgdnisation and relating information. We can describe and organisation
cultire in numerous ways. Strong cultures demonstrate internal consistency and thercfore,
have a major impact-on an organisation’s members. Weak cultures show inconsistency

“and therefore have less impact. One categorization of cultures looksat whether organisation
| emphasis reliability, customer’s flexibility or technology is responding to changes in the

environment. Based an the emphasis givén, we have the following types of organisational

" culture: . .

-

1. Mechanistic and Organisational Culture o

The mechanism organisational culturé exhibits the values of bureaucracy and feudalism.

| Organisational work is conceived as a system of narrow specialisin and people think of

their careers malply within these specialism. Authority is thought of as flowing down from
the top of the organisational’ down to the lower levels and communication flows
through+prescribéd channels. There is a great deal of departmental loyalty and
interdepartmental animosity a strong we versus they perception. This sort of culture
resists change-and innovation. C y
Contrast is.the-organic formal hierarchies of authority departmental boundaries formal
rules and regulations and prescnbed channels of communication are frowned upon. There
is a great deal of emphams on task accomphshment team work and free of comrnumcatton-
formal and informal. g

2, Authoritarian and Participative Caltures

| In the authoritarian culture power is concentrated on the leader and obedlence to orders

and discipline is stressed. Any disobedience is punished severely to.set an example to
others. The basic assumption is that the leaders know what is good for the organisational

.and he or she ‘always acts,in its interest, -
a'n'.

The pammpatlve culture is premised on the notion that people are more committed to the
decisions that are antxcipatlvely made than to. those which are imposed on them. Further
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group problem solving leads to better decisions because several new points and information
are shared during discussion, Participative cultures tend to emerge where most orgamsatlonal
members are professional or see themselves ‘as_equals.

L
3. Strong.and Weak Cultures
In a strong’ culture the core values of the orgamsatlon are widely shared’ and eagerly
embraced by a large number of employees who are deeply committed to them. A strong
culture has a significant influence on employee’s behaviour manifesting in reduced turnover
lower absenteeism increased cohesiveness and positive attitudes. This is so because
there is.a hlgh agreement among members about what the organisational stands for.

The result is the creation of an internal atmosphere of high behavioural control"Behavioural |

control brought in my strong culture is much more powerful than the one that results from
formal rules and regulation, In addition organisations sharlng Strong culture tend to perform
‘better than those without such a: culture. ~ ‘

A weak culture is characterized by the presence of several sub-culmres sharing of few
values and behavioural norms by employees and existence of few scared tradition. In
‘weak-cultured organisation, there is little cohesion across the organisation top executives
do.not repeatedly expose any ‘business. phllosophy or exhlblt commitiment. to particular .
values or admire the use of particular operating practices. Because of the lack of shared

< values organisational members have no deeply feit of identity. The lack of corporate
identity tends to result in few employees viewing the company as a place to work as way
to make a Iwnng . -

4. Functional Cultures . ‘ X x

A functional culture focuses around the Spema!lzatlon of individuals and decision making
using the corporate: hlerarchy and emphasis reliability, and consrstency Organisations
with functional cultures limit downside risks, use proven methods, serve existing markets
and maintain cleat lines of aecounmblllty (movmg from the bottom to top in the organisational
hierarchy). . !

» -
e

1

Fl

5. -Pro’ce’ss‘Driven Cultures : i
In process driven cultures the emphasis is on quality and customers satisfaction. Therefore
the focus is on meeting the obligation towards customers and i improving quality to meet
customer dellght The organisational is a process driven to win the confidence of the

customer. and gain, their cominitments.

6. Time Based Cultures

It is attempt to reduce costs and quicklyubring new products and service to markets. in

~organisations is with time based cultures there is development of new products and |.

services mamtenance of a high sense of u urgency and quick adaptation'to change.

7. N_etwork Cultures T .

x

[

Organisations with network cultures develop neéw products and services Will'be opportunity
and effectively.use outside resources. Network cuitures with the emergence of  virtual

corporation design work around alliance that contains the needed competencies.

¥
¥
. A
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| 3. Basic As*sumption_

3.5 BASIC ELEMENTS OF CULTURE . .. .

From the above definitions it is clear that culture is how an organisation has learned to
deal with its environment. It is a complex mixtire of assumption, behaviour, myths and

’ other ideas that fit together to deﬁne what it mean to work in a particular organisation.

Edgar H Schem suggests that culture exist on three, levels artlfacts espoused values and
underlying assumptrons L

F . ¥ “§

1. Artifacts

" Accordmg to Schein artifacts are the first level of orgamsatlon culture Artifacts are.

things that come together to define a culture’ and reveal what the culture’i is about to those
who pay attention to them. They lnclude products, services and even behaviour pattems_

1 of the members of an organisation. Schein has defined Artifacts as things are observable_

symbols and signs of an orgamsat:on culture such as the way visitors are greeted the
physical layout and how employees are rewarded. Understandmg an orgamsatlon culture
requxres painstaking assessment of many. Artlfacts because they are subtle and often
amb1guous .

A - 1
’ i

v

2. Espoused Vallll'es N %
Espoused values are the second level of organisational culture. Values are things worth
doing or the reasons ‘for doing what we do. Values are the answers to the “why”
guestions. For example, why are you reading this book? To know more about orgamsatlon
behaviour. Why.is that important? To be a better HR manager. ‘Why do’ yoli-fieed - iore’
money? At this:point, we have arrived at a value. Corporations have values such as-size;

profitability or making a quality product.
¥

The third level of organisation culture are the beliefs that organisation members take for
granted culture: prescnbes the right way to do things at an orgamsat:on oﬁen through
unspoken assumptions. Assumptions values and beliefs that Tepresent orgamsatlonal culture

|- operate beneath the surface. They are not directly observed yet their effects aré everywhere.

Assumptions represent the deepest pait of organisational culture because they are unconscious
and taken from granted. People rely on them to guide their perceptlon and behaviour.
"Values are more stable long-lasting beliefs and are based on underlying assumiption.

3.6 SUSTAINING MAINTAINING ORGANISATIONAL
'CULTURE. o

After the organisational culture i§ created and developed, the next step is to maintain it.

"
5

1. Selection of Entry Level Personnel ,

For example, Gujarat. Gas Company has special recruiters to screen the candidates at the
entry level based on the _organisatiorls norms, values and beliefs in addition to the selection

~ \
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knowledge and’ skills. They do this type of screening in order to make a match with ‘Organisational Cuiture
existing organisational culture of the company T

l.'.- 3”3 ﬁ £
2. Placement on the Job "

Informatlon technologles limited normally assi gns the work to the new employees more NOTES

than their.abilities in order to judge the employee’s placement on the job. The objective
is to teach the employees the importance 6f humility in the process of maintaining the
culture. This process also makes the new employees emotionally: closé to the colleagues
and intensifies group cohesiveness. : - L

T+ . -

3. Job Mastery . N ' ‘

-Most of the- emerging organisations like HCL technol'ogies and Hughes Software systems L
-believe that the suitability of a candidate to an organisation should be Judged based on -
emotional balance rather.than 1ntelllgence or technical competence.

“The emotlonally balanced employees easily adjust and encounter the initial cultural shock
and concentrate on. mastery of their Jobs Superiors and trainers-help the employces in
this process. o o Co

4. Measuring and Rewardmg Performance

For example l-lmdustan Beverages lItd. set three performance areas Sales/profit, adherence
to the cultural values and team buildings. Employee’s perfonnance is measured and
rewarded based on performance. Thus, steps are taken to. mamtaln the culture by -

rewardmg the employees. s . o 5

5: Adherence to Core Values.

At this stage, the employees are. inspired and encouraged to the company ’s core values
even by sacrificing their personal comforts like missing weekends worklng fong houm and-
talking-up inconvenient job assigniments. Employees who sacrifice their personal comforts - . .
are rewardéd by connecting the costsof sacrifice it higher human values. For example
Honda Motors Company took American technical specmllst and thelr families 10 J apan for
a holiday trip. . LT

" ¥

6. Remforcmg the Stories and Folklore -

At this stage companies_reinforce organisational folklore. The best way of -folklore- is -
stories with morals that the company wants reinforce in its cultural,values. Procter &
gamble reinforces the cultural value that ethical claims are more important than money .

- by spreading the story that is fixed an outstanding brand manager. forlover standing.the
features’ of a,product,

=

+ 7.-Recognition and Promotion k

v /

; N .
-Management maintains culture by recognize and promotmg the employees ‘who §érve as -

role models in tmplementmg the cuitural values. Procter and gamble recognizes the role
- models with motivational skills energy and tough-nundedness while Morgan Stanley prefers

‘energy, aggressweness and team play as the -features of role models.

2 : : +Self-Instructional Material 5!
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| avoiding personal confrontation. However, conflict.and confrontation are accepted or

3.7 'ORGANISATIONAL BEHAVIOUR IN A
MULTICULTURAL WORLD

Although cross-cultural dszerences are readily evident, it is sometimes suggested that

‘management practices throughout the world are growing more alike: Practices developed

in‘ﬁone culture are- ‘borrowed for use in another. culture. Quality circles the worlds'are
growing more alike. Practices developed in one culture are borrowed for usé in'another
culture. Quallty circles resembling Japanese QC groups are becoming so. prevalent that
they are now considered part’ of the' Indian approach. In autocratic culture like India,
organiSations structure are becoming flatter and more participatory as downsizing reduces -
the gize of fnanageme_rit staff and as reengineering breaks down barriers among different
tasks -and task groups. ' . .

All these changes are occurring as organisations strive to become miore flexible -and
customer oriented. Trends like these seem to throughout the world are’ growing more
alike. Organisations themselves may become more-alike throughout the ‘world but people-
in these organisations are bound to maintain their cultural distinctiveness. Management .
in a multicultural world currently requires an understandmg of cultural differences and it

'| appears. that tt will continue to do so for quite some time. 9 .

I

3.8 UNDERSTANDING BEHAVIOUR IN OTHER
 CULTURES

.How do "man‘agers understand and recognize cultural differences? We need to put our ¢

| selfi into the managenal role and apply the‘Hofstadter model to evaluate several mtercultural

dlﬂ‘erences Hofstadter s five dimensions model is used to explain these d1ﬁ‘erences
3 7

1. Feelmg about Progress - ‘ . !

To a traditionalist, familiar things are perceived as trustworthy, proven and worthwhite.
However, modern and future oriented cultures may view something that has been around

"for a while as old fashioned. or obsolete. Differetices in dealing about progress are

produced by cross-cultural differences in short-term versus long term orientation. Cultures
having long-term orientation more readily embrace modem ways. ”,

] p

'2: Tendencies Towards Confrontation

In some cultures, emphasis is placed on building consensus among co-workers and

even encouraged in. some other cuitures. Conflict is perceived to be a 51gnal of the need
for changg. How can we explain- these dlfferences” The, scenario focuses on conflict
creates uncertainty and cultures that cannot deal with the uncertamty cannot handle the
compet:tton and aggression that conflict uniashes '




3. Locus of Control

Rewardmg people for personal performance is. consldered a loglcal consequence of the
value some cultures place on personal responsibility: However, people focus-on external

social causes to explain similar out comes. Giving people rewards for personal performance|

* seems unwanted in the light of cultural beliefs that behaviours are caused by outsrde
forces. Concerns regarding locus of control and the difference seen here srises out- of
cross-cultural differences in individualism versus collectivism. The sense "of personal
responsibility stimulated by bellevmg that the locus of controt is compatlble with the
cultural collectivism of countries:

1 .

4. Status and Social Pesition

-
- v
R

m— o~
In some cultures like Indla status is accorded on the basis of family, caste, and ethnicity.
High status people are able to impose their w111 on people of lower status when such
people are as knowledge able and competent as they are. However in some cultures;
where status is earned through personal achievement, shared governance by majority rule
or paxﬁc:patory decision-makings valued over personal flat. Expertise outranks social
position in determining who will be mvo!ved in decision makmg procedures

3 9 SUMMARY

. Culture is an organisational sense, is referred to as a set of shared values and
beliefs that form the pattern of work behaviour among the employees It consists
~of norms, values and unwritten rules of conduct as well as manhagement styles,
priorities and-interpersonal relationship. A strong culture lets people know as to
what type of behaviour is expected of them. A culture can-be highly conservation
-where employees behave by the rules of the book or it. could be more liberal
'where the employees have the freedom to be innovation andﬂ_creanv'e

- ¢ Organisational culture has three levels. First level is’ the ‘most observable and
consists of stories about its founder or other leaders, rituals and ceremonies such ‘
as conversions or graduating ceremony at colleges, material symbols such as .
luxury automoblles given as.a reward for extraordmary performanceé .and so on.

-

of values that reflect a person’s belief as to what should be and what should be
‘not. Finally, the last level of the culture known as common assumptions reflect
a deeper sense of ethics, norms and beliefs that are learned through social -

) interaction over a long period of time and these beliefs are carned into the work
place. '

*'High moral standards and ethical code.of conduct are integral.part of the dominant
" culture. All employees must be made aware “of the ethical behaviour expected of -
*  them. Managers themsclves must have hlgh standards of ethical behaviour and
' must not tolerate deviation from such ethical standards set by the Lorganisations.
These standards will remforce the quality of the domrnant culture.

The second level is comparatwely more subjective in nature and primarily consists'|

L

t
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3.10 REVIEW QUESTIONS B

, L. What is. meant by organisational culture? .
2 ‘What are the various’ functions -of organisational culture?-
* 3.:iWhat are the different-levels of culture? Explain.
4. How is“drgahiSational' culture created and sustained?
5. What are the' obstacles to change organisational culture? . -
6. “Bring.-out the poéitive and negative’-of organisational culture.

3.11 CRITICAL THINKING QUESTIONS

Dlscuss the functlons performed by orgamsauonal culturc o
2. How;is culture learnt?’ Gweqsultable example
3. How. can manager’s change orgamsatlo*ﬁal culture? .
4. identify and-discuss the role played by culture in' sustammg the vxablhty of an

orgamsatlon - oyt
5. Why is it difficult to- dlagnose the culture of an organisation? What are the
techiniques used to diagnose'the culture? -
: . . )_\ -':.- e

1]
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3.13 CASESTUDY =~ :

T .
“The ABC Manufactunng Company is a metal worklng plant under the direction of a plant

. manager who is known as a strict dlsmpllnanan One day a foreman.noticed Bhola, one NOTES
of the workers, at the time-clock punching - out two_cards — his own and the card of -

_ Nathu, a fellow worker. Since it was the rule of the company that each man must punch _
- out his.own card, the foreman askéd Bhola to accompany himi to the PersonnelfDlrector ' * E
'who interpreted the incident as‘a direct violation of a rule and gave immediate notice.of - .
discharge to both workers. : Coad - L,

The two workers came to see the Personnel Director ,on the following day. Nathu

- claimed innocence.on'the ground that he had not asked his card-be-punched and did not
“know.at the time that it was being punched. He had been offered a ride'by a friend who | 7 g
had already punched out and who could riot wait for him to go through the punch-out .
procedure. Nathu was worried about his wife who was ill at ho_me,émd was anxious to
reach home as quickly as-possible. He planned to take his card to the foreman the next
morning for reinstatément, a provision sometimes exercised in such cases. These circumstances
were verified by Bhola. ‘He clainied that he had punched Nathu’s card the same time
he punched his own, not being conscious of any wrongdoing’

The Personnel Director was inclined to belteve the story of the two men but did not feel |
he could reverse the action taken. He recognized that these men were good workers and .
had good records prior to this incfdent Nevertheless, they had violated a.rule for. which

the penalty was immediate dlscharge He also reminded them that it ‘was the policy. of

the company to enforce the rules without exception,

A few days later the Personnel Director, .the Plant‘Manag’_er and the Sales Manager sat |
together at hunch. The Sales Manager reported that he was faced with the necessity of
notifying one of their best customers that his order must be delayed because *of the
inability of one department to conform to, schedule. The department in question was the _ .
‘one from which the'two workers had been discharged. Not only had it been impossible ' ' ‘
to replace these men to date, but disgruntlement over the incident had led to sngnlf icant

decline in the cooperation of other workers. .

The Personnel Director and the Sales Manage; took the position that the discharge of
these two valuable men could have been avoided if there had been provision for considering
-the circumstances of the. case. They pointed, out that the incident was costly to the |
company in the possible loss of a customer, in the dissatisfaction within the employee ,
.group.and-in the time and money that would be involved in recrultmg and training
replacements. The Plant Manager could not agree with this point of view. “We must have
rules if we are to have efficiency and the rules are no good ‘unless we enforce them.
Furthermore, if we start considering all these variations in circumstances, we wﬂl find
ourselves loaded down with everybody thinking he is an exception”. He admitted that the _
grievances were frequent but countered with the point that they could be of little consequences . .

-

if the contract agreed. to by the-union was followed to the }etter

v : . © Self-Instructional Matarial *55 &
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Questions ’

.1. Place yourself in the position of the Personnel Dlrector in this situation. Which
of the following courses of action would youw have chosen in consideration of the,
information which was at the time of the: decnsmn"

o (@) Would you have dlschgrged both ;nen_',_? Ty : to

)] * Would you have discharged Bhola only?
(c) Would-you have discharged Nathu only? {
? (d) Would you have discharged neither of them

(e) -Justify your choice of decision.
2. What pohcy and procedural changes would you recommend for the handling of
" future cases of this type? How do you see the loss to-the company? Examine.

. 4
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4.1

INTRODUCTION -~ . s

-

'Orgamsattonal change is the moment of an orgamsatlon away from its present state and
' towards some desired future state to increasé its: effectiveness. Why does and organisatioh
need to change the way it performs its activities the business environment is constantly
_ changmg and the orgamsatlon must adapt to these.forces;in order to service, The topic

-
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Organisational Theory,  of managing change is one that comes closest to describing the totallty of manager § Job
Design and Development Practically everything a manager does is in some way. concerned ‘with 1mplement1ng
change. -

.
e

NOTES : ,
4.2~ NATURE OF ORGANISATIONAL CHANGE - ”’“""’f

e

The term change refers to an alteratlon ina systcm y whether physncal blologlcal or somal

. Thus organisational change is the alteratlon of work environment -in organisation. It
implies a new equilibrium between different components of the organisation- technology
structural arrangement, job design ancl people.-The following conceptualisation help
characterized the phenomenon.

. . -

1. Change Disturbs the Old Equilibriam

When change occurs in any part of the organisation, it disturbs the old equilibrium
necessitating the development of a new equilibrium; the type of new equilibrium depends
. - on the degree of change and its impact on the organisation.

=

“2. Change Affects the Whole Organisation - - -

Any change may affect the whole organisation: _sorﬁe parts of the organisaition’ may be
affected more, others less: some parts are affected directly, others indirectly.

3. Change is a Continues Process

Organisational- change is a continues .process. However; some .changes which-are of
“minor type may be absorbed by the existing equilibrium: others, which are majors ones
may require special change efforts. :

[

4. Change may be Reactive or Proactive

When change is brought about due 'to the pressure of external forces, it is called reactive
change. Proactive change is initiated by the managément on its.own to increase organisational
effectiveness. - "

-

5. Change is Perceptual and Behavibu’r_al

s it is a way of thinking and a set of behaviours to enact that thinking,

6. Change Affects Individuals in Multlple Roles. -

- -, F i

Change affects individuals the multiple roles they assume in their lwes—as individuals with
personal goals and iriterest 4s members of organlsanons work groups, or both: and as
members of families responsible for thé welfare of othérs. Human beings often react
. | negatively change responsible they sensé a*res_ultant loss of control over their routines .

jobs and lives. i : :

-
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7. Change in Natural ' as is Death

E Bk

It is. the rule not the expectaoon ‘show change ,which does. not characterized many
contemporary orgamsatlons seems- easier to adjust than rapid change which we oﬁen

equate with disruption.
-

8. Change may be Plamled or Unplanned

Planned change is dellberately shaped by those within an orgamsatlon unplanned change

proactive.

9. Change may lncremental or Tra_nsformational

Transformational change alters the technical systém is comprised'of the resources needed
to accomplishing tasks such as informatiori technology and money ‘the political system is
the web of interrelations’ that influence decisions makers. The cultural system is the
shared values -and-beliefs that guide the organisation.. ‘

- e

is prompted by forces outside and orgamsat:on whose response is reactive.rather than’

Incremental change constitutes minor improvements or adjustments in an .organisation.-

4.3 IMPORTANCE OF ORGANISATIONAL CHANGE

Orgamsanonal change is"important-bécause of followmg reasons: _ -

1. Changes in Environment
Chan'ge in énvironmental may result due to:.
(a) Economic and market changes
- (b) Technical changes
(c) Legab’pohtlcal changes

(d) Resource availability changes—money materials and human resources market changcs

-

2 Changes in Managerial Levels- human Resources

Thls is also necessitating orgamsatlonal changes due to:

rules and regulatlon or teams and conditions of the job.

| :'(b) Promotion of junior Ievel managers to h1gher levcl
(c) Demotion transfer long leave (more than one year) or on training/study leave.
{d) Dismissal or lay-off from the job of the managers

{e) Re51gnat10n or turnover managers from company _service.-

x
i

3. Deficiency in Present Organisation ' oo

Because of;the short-coming ‘defects: duptication of work resource time and efforts or
.deficiencies in the organisations structure working procedure management process there

(a) Retlrement of managers at- -different level due to. age bar as per the prcva111ng

. Orgamsaoonal Change

and Development
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may result lack of cooperative increasing. conflict decreasmg producnwty mcreasmg cost
and'scrap losses barriers in communication process. All these hinder attainment of target
goals of the department group organlsatxon As such adjustment modification alteration

B 3

are to be carried out in organlsatlon
¢

4. Cheek the Growth of Infleéxibility

Each organisation desires to advance grow and develop Hence the orgamsatlon should
achxeve flexibility to meet the. growth and development needs. Leaders/managers constantly
- work for making the organisation dynamic and flexible to achievé growth and development’
So’ whenever experiences or foresees in flexibility, organisational-changes are to-be
carried. out, Changes under such c:rcumstances benefit the ofganisational as whole.

Because of above causes, orgamsatlonal changes can take place.in all, some or any of
_the following internal changes:

(a) Employee s goals changes )
(b) -Work job-technology changes;

(E:) Organisetional structure changes,

(d) Orgamsatlonal climate: ehanges

(e) Organlsatlonal goal changes

4 4 THE CHANGE PROCESS

Once, the need for change and the goals of such a change are recognized and aceepted ‘
the management must introduce the ehange process in such a manner that such change
is more or less permanent and the management doés not shift back to the ongmal ‘and
more_ familiar 'ways of doing things. To make the change more lasting; Kurt Léewin
proposed 3 phases of the change process for movmg the organisation from the present
to the future. These stages are: (1) Unfreezmg, (2) Changmg, and (3) Reﬁeezmg

- B R

1. Unfreezmg

The process of unfreezing simply makes the mdwldual or organisations aware. and | prepares
them for the change. Lewin believes that the change should not come as a ‘surprise to
members of the organisation. Sudden, unannounced change-would be s001ally destructive.
The management must pave the way by ‘unfreezing the situation”, so that. mernbers
would be willing and ready to accept the change. This way, if there is any resistance to
change, it can be neutralized. Accordmg to Schein, unfreezing is the  process ¢ of breaking
down the old attitides and behaviours, customs and. traditions. so that they start with a
clean slate. This can be achieved by making announcements holding meetings and
_promoting the ideas throughout the organisation via bulletin boards, personal coritacts'and
group conferences. The unfreezing process basically cleans the slate so that it can accept
‘new writings on it which can then become the operational style:- ™

E
.
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2. Changing or Moving to theNew Condition =~ e - -0'93”'33"0"3’ Change
e o C and Devs!opment
Once the unfreezing process has been compléeted and the members- of the organisation-

recognize the need for change and have been fully prepared to accept such change, their
behaviour pattemns have to:bé redefined. H.C. Kellman has proposed three methods of NOTES
reassigning -new patterns of«bcha\nour These are: K

" -

. -
E

- . k]
(a) Compliance - K
Compliance is achieved by strictly énforcing the reward and pumshment strategy for-
good or bad bchav1our Fear of punishment, actual punishment or actual reward seems
to change behaviour for the better. For example, many people have stopped smokmg - - =
because of warnmg given by the Surgeon General of United- States that smoking cause's |

cancer of the lungs, h - -

=

(b): Ideiuif cau'on

It occurs: ‘when members are psychologlcally impressed upon to 1dent1fy themselves with |

~some-given role models whose behaviour they would-like to adopt and try to become like
then. Many public orgamsatlons use celebrities as role models in advising young. people
not-to,_ try drugs '. - .

£

# . - : E)

© I memahz_aﬁon -

It irivolvcs“changing the individual’s thought processes -in order to. adjust to a new”|
environment. Members are left alone to 160k themselves and they-are. given 1 freedom to
learn. and. adopt new behaviour in order to ‘succeed in the new set-of circumstances.
Sometimes, soul searching brings about a new dimension to the philosophy of existence |
“ and thus brmgs about changes in_such behavtoural _patterns that are not. considered ]

socially or professronal]y redeeming. .. ' . ;

3 Refreezmg o ' o | >

It occurs when the new behiaviour becomés-a normal way“of life. The new behaviour |’
_-must replace the former behaviour completcly for successful change to take. place Also,
it should be pcrmanent in nature, Accordmgly, it must be contmuousiy remforced so that.
this new acquired behaviour does not diminish or “extinguish, "
Thls must be clearly understood that the change process is not a onctimc application but
a contmuous process due to dynamism and ever changmg cnv1ronmcnt Accordmgly, the .
phenomena of unfrcczmg, changing and refrcezmg are a cyclical one. and- remain | '
continuously in process. - o — L : _ .
The implementation of thts three steps change model can be. seen in the case of kldnappmg
victims or prisoners of war or in deprogramming of some rehglous cultists. The prisoners
of war, for example, may be brainwashed into believing that they are ﬁghtmg a losing and
lmmoral war arid that their enemy is really their friend, by certain shock treatments which

mvolve three steps of unfreezmg, changing. and refreezing process as explamed before.

T
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If these prisoners return back to their own country, the process can be repeated to ._b_ring
them back to their original behaviour.

Another methodology to 1nduce, implement and manage change was also mtroduced by
Kurt Lewin, who catled it “force-field analysis”. This analysis is baseql upon the assumption
that we are in a state of equilibrium when there is balance between forces that induce
chanige and forces that resist change. To achieve change, we must overcome this status

| quo: Managers who try to implement change must analyze this balance of driving and

restraining forces and then strengthen the driving forces or weaken the restringing forces

sufflmently so that change .can take place.

£

4.5 FORCES OF CHANGES - ;

Change has become the norm in most organisations. Business failures, plant-closures
mergers and acquisition, downsizing, re-engineering, productivity improverent, globalization
reduction and.-_other,effor'ts for survival are.common among. most Indian companies.
Organisations -are"in state of tremendous turmoil and transition and. all members are
affected.

The changes from Severol?sourge's some of these are external arising from outside the

organisational whereas others are internal arising froin sources within the company.

1. External Forces . - . ~

(a) Technology

It is a major external force which calls for-change. The rate of technological change is,
I greater today-than any time.in the past and technological changes are responsible ‘for

changing the nature:of jobs performed at all levels in the organisation. The computer
technology and automfi_tion have made a remarkable impact on the functioning of organisation
in the recent times. .Technological- advancement i‘s_ thus a permanent fixture.in the business
world and it continues to demand -a- manager’s attention as .a pressure for change
Japanese ﬁrms have. i)rogressed rapidly because they are very. fast in adopting new
teciihology. .

-

(b) Marketing Condition ’ .

Marketing conditions are no more static. They are in the process of rapid change at the
needs, desire and. expectation of the customers change frequently moreover there is

though competmon between manufacturers and suppliets in-the 'market. The market is.

ﬂooded with new products and innovations every day. All these factors put great pressure

.on the modemn organisation to change their technology and marketmg strategies.
{
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(c) .Social Changes | . . S w3

‘Because of spread ‘of education knowledge explosion and goveriments éfforts social
_changes are’ taking” place "at a fast speed. The drivé for social equahty (e.g., equal

opportunity to ‘women, equal pay for equal work étc) 'has posed néw challenges for the

“management. T_l;g management has to follow,social norms in shaping its ‘employment,

marketing and other policies. ) g O XA &

(d). Political -F _q_rbes_ ) PR P o -

It is within and outside the country have an important influence on large business houses,

particularly the transnational corporatioris. The relation between government and business

houses has becomes very complex in.the modem tiines: The interference of government
in business has increased tremendously in most of the countries. Many laws have been
passed to regulate the activitiés of the ‘corporate sector. The organisations have no
control over the political and legal forces but them to adapt to meet the pessures of these

“forces. ; i

- / .
2..Internal Forces N o
(a) _C:hqr;ges in Managerial Personnel re

* Old managers are replaced by new man'agers ‘which'is necessitated because of retirement,
‘promotion, transfer etc.. each rnahager brings his own ideas“and way of working in the

organisation the relationships more particularly informal ones change because of changes

m managerial personnel moreover attitudes of the personnel change even though ‘thére
* ]

is no change-in them. The.result-isithat an organisation has to change accordingly.

Changes in-thié organisation are quite fast when executives at the top change. No two

" executives have the same philosophy and style. The new executive will follow his own

style and will'like 'to"put'i‘ilto p[practice his 'own tdeas andrEhiiosophy‘This may leadto
important changes in ‘the organisation design allocatlon of work to mdw:dual delegation
of authority installation of controls etc.

{(b) Changes .fn Ope;'ative Personnel

The new generation of workers has betier education qualification, place greater emphasis
on human values and quesiiqns authority managers. Their behaviour is very complex and
leading them for organisational goals is really a challenge. The turnover of personnel also

 puts great“strains on’ the organisations and so it- has to be hand]ed properly by the
-organisation. : ' oy :

s

(c) ‘Déﬁéiéucies-‘iri Existing Structure ¢

Changes may be needed to make up deficiency ifl the present orgamsatlons setup. These
deﬁmenaes may be in- the form of unmanageable span of managemenl larger number
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of managenal levels lack of coordination among various- departments obstacles m

. communication multiplicity of committees, lack of uniformity in'policy decision lack of cx co-

operation. between line and staff and so on. However the need for change in such caSes
goes unrecognized until some major- cnsm occurs

4.6 RESISTANCE TO CHANGE ,

One of the well-dociimented findings from studies of individuat and organisational behaviour
is that orgamsatlons :and their. membets resist change. In a sense, this is- positive. It.
provides a degree of stability and predmtabillty to behaviour. If there weren’t some
resistance, organisational behaviour would take on characteristics of chaotic randomness.

' Resistance to change can also be a source of functional conflict. For example, resistance

to a reorganisation plan or a change in a product line can stimulate a healthy debate over
the merits of the idez and result in better decision- -making. But there is a definite -
downside to resistance to change. It hinders adaptation and progres:, a
Remstance to-change doesn’t necessarily surface in standardized ways Remstance can -

be overt, implicit, immediate, or deferred. It is easiest for management to deal with
resistanceé when it is overt and immediate."For instance, 4 change is proposed and

‘employees quickly respond by voicing complaints, engaging in-work slowdown threatenmg

to go on strike, or the like. The greater challenge i is managing resmtance that is implicit

"and/or deferred. Implicit resistance efforts seem to be subtle but has serious ram:ﬁcatlons——

loss of loyalty to the organisation, loss of motivation to work, increased errors ‘or mistakes,.
increased absenteeism due to “sickness”—and hence more difficult to recognize.

‘| Similarly, deferred actions cloud the link between, the source of the resistance ‘and the-

reaction to it: A cha'nge may produce what appears to be only.a minimal reaction at the

time it is initiated, but then resistance surfaces weeks, months, or even years later. Let’s

look at the sources of resistance. For. analyueal purposes we have categorlzed them by
»

individual. and organ:satlonai sources. In the real world, the- sources often overlap

- |47 DEALING WITH RESISTANCE TO CHANGE

The source of resistance to change can be categorized into three souices: individual level,
group level and organisational.level.

ey ——

1. Individual —- -[:e_vel‘ Resistanc‘_.e.t'o Change

.One"aspect of mankind that has remained more or less constant in his innate resistance

to change. Individual’s resistance to ch'ange Individual’s resist change because :h'e_y

attach great preference.to faintain status quo;- lndmdual sources of resistance to change

reside in basic human characteristics such as percepuon personalltles and needs. The
following are-some factors of individual-level re51stance to change -




b

A
»

B

*(a) Economic Reasons_ ' SN v

The economlc reasons to fear change usually focus oft one or more of the followung

(a) Fear of technology unemployment " - . )

(b) Fear of reduced work hours and- consequently, less pay
(cy Fear of demotion and thus, reduced wages PO
Ad Fear of speed;pp-and reduced .mcentwel wages. |
Changes in job tasks Er establish work routines also can economic fears if people are

concerned'they won’t- be able to perform-the new tasks .oxj'rogltines'to their previous
standards, especially when pay is closely tied to producti\fity. Lo ' -

.

(b) Fear of the Unknown

i

Change can often bring with it substantial uncertainly, employees facing a technological |

change, such as the introduction of a new computer system, may resnst the change simply
because it introdtices ambiguity into what was once a comfortable situation for them.
This is especmlly a problem when there has been a lack of communication about the
change. ' ’

L - 3

* (¢) Fear of Loss L -

When a change is 1mpendmg, some employees may fear losing their _;obs, particularly

when an advanced t technology is introduced. Employees may also fear losmg their status |

because of a- change. Another common fear 'is. that c_hangcs may ' diminish the positive
qualities the individual enjoys in the job. For example, computerizing the consumer service
.position threaten the autonoiy that sales représentative previously enjoyed.

. b

&

-(d) Insecurity Q_ '

People tend to resist change because they feel insecure about what its outcome will be.
Employees might be given new tasks: role relationships may change some employees

might lose their jobs while others might be promoted. Absenteelsm and turnover may .
. increase as change takes place and-employees may ‘become uncooperative, attempt to

delay or slow down thé change process or passivély resist it.

(e) -Selective Percep'tiou and Retention

Perqeptlon and attnbutlon play a ma_]or role in determining work attitudes and behawour

~ There is a general tendency for people to selectively, percewe information that is consistent

with these existing views of thelr organisations. When change takes place, employees

~tend to focus only on how it will personally affect them. or their functions or dmswns
it can be d:fﬁcult for an orgamsatlon ‘to-develop a common platform to promote change
occurs an organisation and get people the need for i, - *

et b - o
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' (b) Group Cohes:ven_ess

(f) Peer Pressure

Individual employees niay be prepared to accept change but.refuse to accept it-for the

sake of the group. Whenever change is unwilling to the peers, they peers, they forces

the mdwrduals who- want to accept change to resist change
(g) Dtsruprmn Interpersonal Relatwnshtp !

Employees may resist change that threatens to-limit meaningful interpersonal relationships
on the job. ’ vow L -

) (h) Social. D:splacemenl -

S

Introduction of change often resuits in disturbance of the existing social relatlonshlps

Change-may also result in breaking up for work group. Thus,” when soéial relationships

develop, people try to-maintain them and fight social dlsplacement by remstmg change

2. Group Level Resnstanee to Change

* ki

Group performance must of an organisations work. Group characteristiés can produce

“resistance to change. The five characteristics of groups-group norms, group cohesweness -

group think, group mertta and escalation of commttment an explamed below
N

' _‘(a) Group Norms

Many groups develop strong informal norms.that specify appropriate ‘and infappropriate-

béhaviours and govern the interaction between group members: As a result, members ‘of”

a group may resist change because whole new set.0f norms may have to be devéloped.
to meet the group needs 5
¢
L ¥
The attractiveness of a group to its, members affects group performance A highly
cohesive group may resist attempts by management to change what it does or even that
its members are. Group members may unite to preserve the status quo and to protect
their interest at the expenses of others groups. '

(c) Group Think~ _ . -

It is pattern of faculty decision-making that occurs-in cohesive groups when members

‘| discount negative information in order to agree. Group think can make changing a group’s.

-

behaviour very dtfﬁcult

(d) Group Ineru'a : o B

Even if individuals want to change their behaviour group norms may acf as constraints.
For example, if union norms dictate resistance, any unilaterally change made by management
an individual members of the union’who may otherw1se be willing the changes may
resist it.

L

\\



(e) Escalation of C-'o_ngniitmem ' ' .

LY
It worsens-the situation.of groups think. Escalation occurs when members realize their
course of actlon is wrong but continues to pursue it.-Escalation can make changmg a
group’s, behav10ur very difficult. -

3. Organisational-Level Resistance to-Change | * e

Orgamsatlons by their very nature are conservative., Many forces inside and organisation
make it chfﬁcult for_the orgamsanon to change in résponse to changing conditions in
its environment. They actlvely resist change. Some of the. orgamsatlonal resistances: are
explained below -

(a) Resource Constramrs

Resources are major constramts for many organlsatlons They necessary financial, material
and human resources miay not be available to.the organisation to make the needed
changes. Further those ‘groups in’ organisation that control sizable resources often’see
change as a threat. They tend.to be content with the way thmgs are.

(b) Structural Inertia

. Some organisational structures have in built mechanism for. resjstant’s’to ‘change. For
example, in a bureaucratic structure where jobs rue narrowly defined, lines of authority

are clearly spelled out change would be difficult. This is so because formalization provides’

job description, rules and procedures for example to follow, the people who are hired into
an organisation are choosing for fit: they are, then .shaped and dlrected to-behave in,
certain ways. When an orgamsatlon is confronted with change “this structural inertia acts

-as a counterbalance to. sustain stability.
¥

(¢c) Differences in Fictional Oriénmn'on

Y

Differences in fictional-orientation are another major impediment to cﬁa.nge and source
of organisational inertia. leferent functions and’ divisions often see’ the source of a
_problem or issue dlfferently as a result of their own view poiiits, This “tunnel vision”
‘increase orgamsatlonal inertia. : o g

(d) Sunk Costs E >

Some organisations invest a huge amount of capi__ta'l_ in fixed assets. If an organisation
wishes to introduce change then difficulty arises because of-these sunk costs.

(e) Politics
Organisﬁtional change may aiso shift the. existing balance of power in organisation.

.. Individuals or groups.wha hold power under the current arrangcment may be threatcned
with losing these polmcal advantages in the advance of change.

4.8 MANAGING RESISTANT TO CHANGE S .

'y

Although resistance a change is a.common phenomenon in organisations, it must be noted
that not all changes are resisted. In. ‘fact; if we look at any organisation-closely, we. would
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1. Education and Communication

At is difficult for individuals t6 resist change decision in which they part1c1pated pl'lOl’ to

| advice or forming task forces or commmees to work on the change.”

probably find that far more, changes-are accepted than resisted. The traditional view of-
resistance to change treated it as something to be overcoming and. many organisational =
attempts to reduce the resistance have only served to intensify it. Some tactics have been

. suggesting f_pr use in dealing with resistance to change. -

"
"

;

Communication about impending change is essential if employees are to adjust effectively.

| The detail of the change should be provided. But equally important is the rationale behmd

the charige. Employees want to know why change is needed. If theré is no good reason -
for it; why should they favour the change providing accurate and timely information about
the change can hélp prevent unfounded: fears and potentlally damagmg rumors from
developing? It is also beneficial to inform people about the potenhal consequences of the
change. Educatmg employees on new work procedures is-often: helpful.-

Use one on one dlscussmn presentatlon to groups memos reports and demonstratlons to _
educate people beforehand about a change-and to help them see the logic of the change.
This approach is best used when change is' being determined by-a lack of 1nformat10n
or when available information i is naccurate. Its strength is that once persuaded through

 education, people will often help with the implementation of change. Its primary.weakness

is that it can be quite time-consuming if many people must be involved.

»

-2, Partlclpation - -

makmg a change, those opposed can be bought into the dec:smn process. When employees
are allowed to participate, they are more committed to the change. Allowing others to
help design and implementing the changes asking individuals to cortitribute 1deas and

.| Those. who “will be affair by an interventions should be involved in its desngn and
’| implementation. This is opinion works- well when mformauon required to manage change
| is despised among many people and when' employees who have considerable power are

likely to resist change if not involved themselves. If facilitates 1nformat10n exchange’
among people and breeds commitment among the people invoived. But it can slow down
the process if par_tncnpates design‘and appropriate change or astray from the task at hand.

3. Empathy and Support

Another strategy for mahaging resistance is providing empathy and support to employees ™
who have trouble dealing with the change. Active listening is an excellént tool for
identifying the reasons behind resistance and for uncovering ‘fears, An. expression of
‘concern about the change can provide 1mportant feedback that managefs can use, to
improve the change process. -

W

4. Negotiation and Agré'ement : e

s -

-Another way to deal with. potential resistance to change is to_exchange something of

1 value for a listening of the resrstance Where Some-persons: m a group clearly lose out:

-




Cra

£
5

in a change, and where groups have con51derable power to resist, negotlatlon and agreements
are helpful. It becomes relatlvely easy to avoid major resistance’ through negotiation.

Negotiation as a tragic. may be necessary when résistance comes from a powerful

source. Resistance employees should be worked with through bargaining and the personal'

of trade-offs to provide them wnth incentives to change their minds. This technique is |

sometimes used.if an individual or group with the power, to block a change is likely to
lose out if the change takes place. * A

Offenng incentives to actual or potentlal resistors; workmg out trade-oﬂ‘s to provlde

special benefits in exchange for assurance that the change will Hiot be blocked Negotlatlon -

can be relatively easy way to avoid resistance in such situations, but it can prove costly

if it after other individuals and | ‘groups to the fact that they might be able to negotiate |

additional agamst for themselves ~

-

5. Manipulating and _Coop_tation - T ¢

Manipulation refers to convert influence attempts. Twisting and distorting facts to make. |.

" them appear more attractive, with. holding undesirable information and créating a false
“rumors to get employees to accept a.change are all examples ¢ of manipulating, it involves

giving individuals a desxrable ‘role in design or 1mplementatton of change. Use of convert. |

attempts to influence others selectively provndmg information and consciousty structuring
events so that the desired change receives maximum support. However. hidden persuasion
can lead to future if people feel unfairly treatéd, and may seem overly manipulative in .
“retrospect even if smtable results are achieved, * )

6. Coercion L _
- It is the application of direct threats or force on the resist. They essentially force people
to accept a change by explleltly or.implicitly threatenlng them with the loss of their jobs,
promotion possibilities and transfemng power. Power and threats of negative consequences
may be employed to change the minds of resistance’ md1v1dua]s Coercion tends to be
used when ‘speed_is- essential and when those 1n1t1at1ng change process considerable_
+ power. It can:overcome virtually any kind of res:stance ts weakness is-that it-can be
risky if it leaves people angry: 7

Na

» ) z

a9 lNTRODUCTION ‘OF ORGANISATIONAL DEVELOPMENT

Organisational development refers to systematic planned change It may. be deﬁned as
a collection of techniques that attempt to effect systematic, planned change: Organisations
are not-static systems_but- keeps on developing, based-on the neéds of the system and
the opportunmes that exist in the environment.. Organisational development refers to all
on going deveIOpment efforts which are oriented towards making the orgamsatlon and
its. membcrs effective. : :

’ Orgamsatlonal development was necessary mamly because managers falled to recogmze

that organlsatlons are systems with dynamic interpersonal, relattonsh:ps holding them |,

- o . . - R
3 N

-
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-The characteristics of OD are as follows:

: together The reasonable next step was to ‘try to change groups, units and entire orgamsatlon

so that they would support changé efforts. In short, the general objective of OD is to
change all part§ of the organisation in order.to make it more humanly responswe more

‘effectwe and mhore capable of organisational learning and self-renewal.

4.10 DEF INITIONS OF ORGANISATIONAL DEVELOPMENT

Accordlng to Koontz, “ODis a systematlc mtegrated and planned approach to improve
the effectiveness of the enterprise. It is desrg_ne_g:l to solve problems that adversely affect
the operational efficiency at all levels™.

%
-

According to Burke, “OD is a planned process of change in an orgamsat;on s culture
through the utilization of behaviour science technology, research and theory”.

_According to French and Bell, “OD is a systematic approach to organisatioﬁﬁl improvement

that appllcs behavioural science theory and research in order to increase individuals and
organlsatlonal well-being and effectiveness”. -

According to Newstrom and Davis, “Organisation Z'levelopment (OD) is the systematic

o _applrcatron of behavioural science, knowledge at various levels, such as groups, inter-

group, organisational, etc., to bring about planned change”.

According to Cummmgs and Worley, “Orgahisational development is a system-w1de
application of behavioural science knowledge to the planned development and remforccment
of orgatisational strategies, structures; and processes for improving an organisation’s
effectiveness”. ' | . L = .

Accordmg to Paréeek & Rao, “OD is a planfied effort, initiated byt processes specialties
to help and: orgamsatlon ‘develop its dtagnostlc skills, coping capabilities and linkage
stratcg1es in the form of temporary and semi-permanent systems and a culture of niutually”:

-
L

4.11 CHARACTERISTICSOFOD - . | .

-+

1. OD,is a Planned Strategy _ . a

OD program are planncd ‘not accidental — “they represent a' dellberate entry of etther an
'OD consultant or OD activities into the client system.
' b . % =N B

2.0Dis a Collaboratlve Approach

‘| In OD the consultant seeks and maintiins a collaborative relat1onsh1p of relative equality
| with the organisation.members. Collaboration means “to labor togethér” — essentially it

implies that.consultant does not-do all the work while the client system passwely warnts

| sofution to its problems: and it means that the client system does not do all the work while.

the consultant is a dlsmterested observe. In OD, consultant and cllents co-labor,

70 Seif-instructional Material
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3.0ODisto lm'pr-ove‘and Enhance Performance :

OD programs and efforts are designcd'to produce organisational effectiveness and héalth
better system functioning, greater ability to. achieve objectives and s6 “forth..

The basis aims of the OD are:

a1

(a) Enhancing congruence between organisational structure processes strategy people
and culture, . -

(#) Developing new and creative orgamsatlon s SOll.lthIl and
(c) Devclopmg the orgamsatlon self-renewmg capacrty ’

-’It is these self-renewal outcomes that seem partlcularly_dlstmctrve in organis'ation development
process. -

4. OD Reliefs on a Set of Humanistic Values -

- QD-is a normative process grounded in value-laden assumptions: 6f what constitutes ideal

individual or ofganisational growth.. ‘Development’ for the OD practitioner means the
movement of individuals and organisational in certain directions consistence with democratic
and humanistic. values and ideals, such as autonomy, self actualization and democracy

0D also aims at gaining more effective organisation by opening up new’ orgamsatlon for
mcreased use of human potential.

b

5. 0D Represents a System Approach

o
Although oD practmoners may.focus on one or the other aspects or unit of ai an organisation,
there is an implicit recognition of the systematic nature of the organisation. As'a social
'system, an organisation consists of different sub-systems such as task, structural, technological-
and human, inter-linked by various processes. The organisational as a whole also interacts
with the éxternal environment including the larger society.and its smaller constltuents
Any change is one’ part or processes have 1rnp11catrons for other parts ot processes
relevant to the system. Recognition of the systematic nature of Organisation gives the OD
approach’a methodological flexibility even while it mamtams same ideological rigidity in

terms of values ) o

»

6. OD is-Based upon Scientific Approaches , - | :

'OD is an applied field in which theories, concepts and practlces from sociology, psychology,
social psychology, education, economics, and psychiatry and management educatlon are
brought to bear on real organisational problems.

4.12 MAIN FEATURES OF OD

1. Long-range Effort . ! ' . .

OD is basically a' long-term approach to elevate the organisation to a higher level of"
ﬁmctlomng by lmprovmg the performance and satlsfactlon of its mernbers An OD-
programme generally .covers a period of three to five' years though some programmes

may. last for more than five years. N
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2. Broad Based o - A,

ODiisa comprehenswe strategy for orgamsattonal improvement. It is planned attempt to -
bring-about organisation wide change. It involved not only chafiges-in the- organisation
structure but also changes in organisational phllosophy, skill of mdmduals and their ways
-of working. It-is an orgamsatlon wnde strategy. K

-

T -

3. System View . . v

-OD is based an systems thinking. It utzlme the open adaptlve system concept. It recOgmzes
that orgamsatlons structure and human beings working in-it are mutually mterdependent *

*| No part of the orgamsatton can be’ changed without affecting other. parts. Therefore own _ o

_attempt is made to create a better fit between the organisation and the human’ bemgs

| 4. Dynamic Process -

"OD’is not a one-shot deal but an ongoing interactive and cycllcal process: It recognizes
that organisation objectlvcs charge. and, therefore, the methods of attaining should also
change

u - -
o -

5 Research Based L '

OD mvolves surveys data collection, evaluation .and declston-makmg Most of the OD
mterventlons are research-based. Often the role of the extérnal consultant afd behavioural
expert is: unportant. It is based on scientific awareness of human behaviour and organisational
dynamics, N

+

| 6. Normative Educational Strategy ) R

LN

| oD 1s based on the principle that norms from the basis for.behaviour and change are

an educatwe process ‘replacing old by. new. It suggests change from the undesirable

practice to a desirabie one.

4.13 OBJECTIVESOFOD ' e

~ 3

=

) Mam ob_;ectwes of OD-are as follows % . .

1. To, mcrease the’ level of trust and mutual emotional. support among all’ mermbers.
"of organisation.. = : - - ¥

2. To develop-new organlsational learning and new ways of coping with ‘probleins.

"~ 3. To create an env1ronment in which authonty o{ as31gned roleis augmented by
authonty based on knowledge and Sklll .
4 Toi mcrease the level of self and group resp0n51b111ty in plannmg and 1mplementauon.
) 5. To increase the openness of communication in all d:rectlons .
6. To find synergistle solutions to problems with greater frequency e L
; 7. To mcrease the 1evel of enthusiasm and personal satlsfactlon in the orgamsattorl
s o . . .

k"
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4.14 BENEFITS OF OD

f. Prowdes opponumty for people to functlon as human beings rather than mere
* resource in the productive process. ;

2. Gives each member of the organisational opportunities to develop to hlS full

potential. .
3. Seeks to make ;lie organisational more effective in'meeting all its goals.
4. Tries to create an environment in which exciting and chailenging work can be found.

" 5. Gives: people in orgamsatlons the chance to influence how they relate to work
the organisation, and the work env1ronment # .

6.. It clearly-defined strategic direction, company goals, and objectives.
7. 1t gives orderly, well-planned: analysis of alternative organisation structures:

H w ¥ &

4,15 PROCESS OF ORGANISATIONAL DEVELOPMENT

An.OD programme generally involves the followmg steps:

-

1. Problem Identiﬂcation

"

An-OD programme being with the. 1dermf cation of the problem in the orgamsatlon The |

ptobiem may be identified in terms of the reasons due, to which the organisation is not
able to achieve is objectives e.g.,. low productivity, high employee tumover .declining
market ‘share, etc.. .

2. Diagnosis of the Problem

Diagnosis'involvés understanding the causes and magnitude of the problem. Colfectmn .

and analysis of data are necessary. Observation, questionnaire and interviews may be
used to coliect the necessary data. Expenence and judgment are equally 1mportant
Dlagnosm will reveal not only the source of the problem but also the changes required
in the organisation. - 3,57,

. %
-2

" Problem Idanﬂﬁogﬁon

- . LI o
Dhgmsls of the Problem

" u ]

- Planning Change Strategy

}

Implemientation o Intervention

v
Evaluation and Feedack.

«  Fig. 41
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‘ 4 Implementation or lntervention '

| 1. Goeal Clarification

]

i

3, Planning Change . Strategy

; af #
“At this stage an action is prepared. The plan-involves the overall goals for OD, determining
the approach: for implementing the change. Appropriate QD interventions or techniques
are selected. *

5.7
ot
—
-
i
-

Interventlon constitutes the. actlon phase in OD process because it makes things happen.

| Changmg the orgamsauon and its people is a long-term and gradual process. Intervention

shonld gradually be donc at all three levels - mdmdual group and the orgamsatlon
.,Jl 2

-

N Evaluatlon and Feedback

Continuous' monitoring is necessary to evaluate the resit of | the: OD programme Se lhat
suitable act:ons may be taken to encounter any problem or to modlfy future programmes
Careful monitoring and evaluation of QD programmes. When any discrepancy appears
_betweéen the desired and actual state “of aﬁ'alrs, sultable actions are taken. Cntlcal
questions, systematic appraxsals of change effort? companson of pre- and post—trammg
behaviour patterns are the main techniques. for getting feedback

.

i

4.16. ORGANISATIONAL DEVELOPMENT INTERVENTIONS

Tirtervention are the set of structural activities in Whl(:h selected orgamsatxonal unites, be,
individual or their groups,*engage with a task or sequence of task. Goals*are related
directly or mdlrectly to organisational improvement. The OD interventions to be chosen

| based on the target and strategy. Before choosing an OD intervention an analysis is to

be made to what segment of ‘the orgamsat;on is gomg to be ef’fected with the change

Accordmg to French and bell “OD mterventmns ‘are sets of structured’ actmtles in

) wh:ch selected drganisational units (target groups or mdmduals) engage with a task or

a sequence of tasks where the task goals are > related dn'ectly or mdlrectly to orgamsatlonal
improvement. [nterventlons constitute the action thrust of orgamsatlon development they
make things. happen ,,; '

m k] 5
L
-

L,
=2

4.17 FACTORS TO BE CONSIDERED N ORGANlSATIONAL
DEVELOPMENT INTERVENTIONS

LJ

"
R
X S
’
bl

_An intervention strategy must be formulated with clearly stated long-term and short-term-

and ‘objectives of change.

-

;

20 Effectlve Strnctnres of ‘Activities

‘The activities to promote learmng and change! should' be structured effectlvely, this is
achieved by keeping the following points in rnmd




(a)

)

* (9

4o

, @

4' . their thoughts feehngs concerns beliefs assumptlons and the paradlgm

(e)

E zr.‘:' ‘
All refevant people should be mcluded Chent groups should 1dent1fy problems
opportunmes themselves and generate solution to their own problems and utilize
the potentlal inherent in their own opportunmes _The goals and strategies for goal
attainment must be clearly stated with gvery cltent group.

Activities should be structured i in-such a way that there is a high prooability of
success. Goals therefore must. be manageable and attainable. Positive feedback
regarding success in goal attainment can ‘work ‘as powerful motivator for the
client group : W |

The existing climate i the organisation should be such as to faciltte thewnm’lementauon

of a-particular mterventton In case the clnent group is defensive and anxtous,

adthtlonal interventions for creating a climate conductwe to achlevement of changed
goals must be thought of. s

Itis necessary to engage the whole person in mtervention not just the rational/
logical part of him but also his -emotional and: spmtual self.- It is important that the
intervention fac1lltates members of the client group to openly express and confront

*y

Conceptual mode of learning as also. expenmental learning should be included in
the. mterventlon »

£

3. "'Sequencing of Intervention Activities

~

L

Intervention activities and their sequencing must be done carefully Michael beer suggests

the following guldellnes for choosing and sequencmg intervention activities:
L

(a) In general, interventions that will provide data needed to make subsequent intervention-
’ decnston should come- first. This is particularly true wher change agents do not
know much about the sitation. Violation of this rule can léad to <choosing inappropriate
~interventions. M :
(b) Interventions should be sequenced so that early intewenﬁons enhance the effectiveness
of subsequént interventions. For example interventions’ that develop readiness,

. knowledge or sills required by other mterventlons should come first, Violation of

this rule ¢an result in intervention that does not achieve their objectlves regression,
. and the need to start 2 new sequence of- 1nte1_'ventlons

(¢) Interventions should be sequenced to conserve organisational resources such as
. time energy and money. Violation of this rule will result in overlappmg interventions’
.are not needed by certain people or parts of the: orgamsatton

‘(d) Intervention should be sequenced to maxlmtze the speed with which ulumate -

., organisational improvement is attained. Viclation. of these rules occurs' when
- progress is slower than is necessary to conform to all t_he_ other rules: ,

P2
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4.18 ORGANISATIONAL DEVELOPMENT lNTERVENTION
TECHNIQUES. . . .

Several techniques have been” mcluded under the OD programme. The ‘most popular
among them are:as explamed below:” -

**

L

>

1. Sensntivity Trammg (or) T Group Traimng

This'technique is based on the assumptlon that a manager’s behavnour is not how he

_ thinks he behaves but how others view his behaviour. The basic objective of sensitivity

trammg 1s to change the behavmur of the people through unstructured group interactions.
With this’ tz!'alnmg a person understands how his behaviour affects o}hers and his Feactions
to the behaviour of others. K s .

ra

Objectives of Sensitivity Training - o,

1+ To make participants increasingly aware'of and sensitive, to, émotional reactions
and expressions-in themselves and others. o

2. To increase the ability of participants to perceive and to, leam from the consequences
of their actions-through attention-to their own and other’s feelings.

3. To stimulate the clarification’ and development of personal values and goals
consonant with a democratic and sclentnﬁc approach to problems of personal and’
social decisions and actions. 4o v ' '

4 To'develop achlevement of behavioural effectiveness in participants. - -«

N ;

Benefits of Sensmwty Trammg

Fa

1. 1t helps to, understand group processes and inter personal group relations.
<2, It helps to improve the communication skills and leadership skills.

3. Tt helps to assess one’s values and goals as a result of the analysis of direct
~.experiences. . e

4. People who are more open, feed back and learn more about themselves.

5. It provrdes an. opportumty to-aware of group norms and role ﬂemblhty in the
orgamsatlon ¥
L:mlmrwn of Sensmwty Trammg

1 It incites anx:ety with many negatlve 1mpacts like causing the people to be highly
frustrated and upset.

2 oo )
2. The contribution of sensitivity trammg to mdwldual and group performance is also
questioned. o ¢ v
2. Survey Feedback S oo

Survey feedback is one of-the. most popular intervention techniques in the field of OD.
In this method using the questionnaire to find out the employees attitudes. Some of the




questlons are included in the questionnaire intended to dlagnose the problems within the
organisation and to identify areas or opportunities fro change. The date is tabulated and
distributed to employees Generally feedback of results is glven only to the group, which-
generated the date. Thus, once the problems are diagnosed necessary corrective. measures
are taken to resolve the orgamsatlonal ‘problems. The main drawback of this approach
is less useful wnth teams, which are coricerned. essentially with day-to-day acthtles

*
v

3. Team Building N “

Team building is an OD intervention is designed to improve the effecnveness of a work
group. It usually begins with deﬁmng the goaIs and priorities of the group. French and
Bell have opined that, “Probably the most 1mp0rtant single ‘group of intervention in the
‘OD is the team:building activities the goals of which are the i improvement aiid increased
effeetweness of various teams w1thln the. organisation”, -

ER

Benef ts of Team Bmldmg .

1, Tt shouid develop effectzve communlcatlon between members.

i

2. It _should encourage member s inferaction and also mutual interdependence.
3. 1t should emphasize team goals.

4. It should’ reduce the orgamsatlonal stress,” . * o Uy
w i -’ kel ; I +
4. Process of Consultation _—

_ Process of consultation is a_n~0D method that helps managers and er'npl_oyees-'improve

“the processes that are-used in’ organisations.. The feature of process of consultation

approach is that.an dutside consultant is used to assist ‘usually a managef to perceive,

understand and act.on process events with which he or she must deal. .The process

consultant does not solve the problem, rather he orshe acts as a guide who advises on
‘the process to help the client or managers solve their own problems. r

The role of the consultant is to help employees. The processes most often targeted are
communication, conflict resolution, decision-making and leadership. The steps involved in
process consultation are entermg the organisation, deﬁmng the relationship, choosing an
'approach gathering data and dlagnos:ng problems, intervening and leaving the organisation.
. =¥

5. Management by Objectives T N

It is a dynamic system which mtegrates the company need to achleve its goal for profit
and growth with the manager s need 0 contribute and develop himself. Management by
objectlves is a comprehenswe tool of management. It calls for regulatmg the entire
process of managing in terms of m meaning full; specific and vanable ob_| ectives at different
levels of management hlerarchy - ?

Management by objectives moulds - plannmg orgamzmg directing-and controllmg ina’
number of ways it -stimulatés meaningful aétion for better performance and hlgher
accomplishment. 1t is closely associated with-the'concept of decentralization because
decentralization cannot work without the support of management by objective.
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A

management leadershlp style.

. ‘from product to matrix organisational structure.

| scope and cl}ﬂ
“the need for challenging and interesting work.

6: Grid Development

- + LA ' n

It is based on ‘Blake and mouton s model leadership called the managerial grid. Thl[:Il’ '
Imodel deplcts to prevmlmg concerns found in all organisations-concern for productivity
| and concern for people. Some managers are high in concern for productivity but low in
- concern for people. Besides helping managers evaluate their concern for people and

productivity, the managerial grid stresses the xmportant of developmg a team-leader

-+

£

a(

7. Changes in Organisation Structure - !

’The orgamsatlon structure:may be changed to make it more efﬁc1ent by redeﬁmng the L

flow. of authority. There can. also be changes in functional responsibility such as a move

*

‘Organisational culture often reflects the. personal desires, needs, and values of the chlef :

executive. Changing structure therefore may crate resistance and concern because people
are worried about their power or status-or how the change will affect their work groups.

-
]
“ g

8. Work Design )

It is a broad term which means the process of defining tasks and jobs to achieve both
organisational and employee it must therefore take into account the nature of the busmess
(organisational interest) the organisational structure. the information flow-and decision
processés, the differences among employees and the reward system. Within the broad

| scope of work desrgn in the design of individual jobs. Job: redes1gned makes use of ]ob

analysrs to redefine a jOb in term of tasks behaviour, education, skills relat:onshlps, and
responsrbllmes required. v

%

9. Job Enrichment.

It implies increasing.the contents of a job or the delil;erate'upgrading of re'spons‘ibility

lenge in work job enrichment is'a motwatlonal technique whrch emphasizes
- I3

-
i . |}

L 3

5

4 19 lMPORTAN T ISSUES IN ORGAN ISAT IONAL DEVELOPMENT

Thc OD effort should start at the top ievel of the management and should teach
‘the’ lower levels through the organlsatlon structure.

¥ o

2. The change agents help the organisation {o help itself so the orgamsatron develops
the ability to 1dennfy the problem, solve the problem and- lmplement the selection
plan. :

- LT - " X .
3.. The need change depends upon the nature and type of the problem within'the
-organisation. To identifying and;defining the problem as early as poss:ble This
is help to'use the right intervention techmques




4.

3.

r, o | o |
%

- . F

T'he change may be focused at‘individual level or group level or orgamsatlonal
level v

Evaluatmg the effecnveness of OD programme is equally 1mportant as dlagnosmg

“the’ problem and usmg the | appropriate Xe)} mterventlon techmque
«

e

4.20

rd

Today: the ma_]or forces whlch are exertlng pressure. for change on orgamsatlons
are the globallzatlon of markets, instantaneous communicatioris travel at the
speed of sound, pol1t1cal réalignments, changing® tdemographics, technological
 transformations, shortcmng product- llfe cycles corporate allrances, flattening
-organisations, and the like.. :

o

Though. change is- the only constanf factor in organrsatlons yet the pace of

' change has been consrderably accelerated by these forces..Lewin’s three phases

wh
ads

- .
»

T

a

‘of the change process include : unfreezing, changmg and refreezing. Unfreezing
means unleammg of old things in ordér to leam a new thing. Changmg refers to
accepnng a new behaviour. Refreezing means providing. opportunities .for new
behaviour to get integrated ‘into actual practice. - ¢

-

The reasons for individual- resrstance to change may lie in economic, psychologlcal
and’ socrologrcal factors. Organisational resistance t6 change may emanate from
- -its reward system, Tesource limitations, organisational politics, structural rigidities,
faulty introduction of change, poor record of change implementation, and so on.
Dependlng upon its situation; orgamsanon can broadly: draw upon six strategies

for managing resistance to change: education and communication, participation

and involvement, support, incentives, manipulation and cooptation; and coercion.

«* Organisational development is an attempt to influence the members of an organisation

S

-
1

-

o L

-

A

to expand their openness with each other about théir views of the organisation
and their experiences. in it, and to-take greater»responsrbllmes for their. own

¥ .

actions as organisation members. r e

Organisational development-is an educational strategy Which focuses on the
whole cultire of the organisation order to bring about planed change. I seeks to
change beliefs, attltudes, vvalues and structures — in fact, the entire culture of the
organisation - so that the Organisational may’ better to technology and live with
the pace of change: Thus, Organisational development i the process of brmgmg
change in the entire aspects of the Orgamsatlon . /

an
K

421

REVIEW QUESTIONS -

v A

. 'Deﬁne change What are the factors rcspon51ble for change? State and explain

action research. r

Describe in detail the three stcps in the change process. Give examples where
necessary. . ‘
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-

What are -the feasons. for resistance. to change? What can mnnag'ementfdo to
overcome such' resistance?. _

Describe in detail characteristics and role of change agents.

What are the various types of changes? Under what circumstances would each
be desirable? '

. What-are the different ways. in which peopie react to-change in a business

organisation? Why is there such a 'varied set of rcactions‘?

7. What is organisational development? What are its characteristics?

8. Describe in detail the objectives of OD programme.

9, What do you mean by OD interventions? How- can they be classified?
10. '

11,
12.
13.

What are the basic OD assumptions? - i
What are the advantages and disadvantages of organisational development?
Explain- why OD would be necessary even in a stable environment.

Describie some of the. values; the organisations should develop to make oD
effective. . '

4.22

CRITICAL THINKING QUESTIONS .

. What precautions must be taken in a democratic set-up to make-a change

. Are all managers change agents? Discuss. Identify the role of changé agents in
- an organisation,
. “Resistance to change is an irrational response Do: you agree’ or disagree?

D1_s_c1;ss_ How does Lewin’s three-step model of change deal with resistance to
change? '

. 'What do you mean by planned change? What are its objectives?
. “Organisational change has to be managed on technological, social and economic

dimensions™. Elaborate. \

acceptable to the personnel?

.. Identify and discuss the skills required by managers to bring about effective ‘“*

changes in an organisation?

Effective change management requires a number of initiatives from the management.
Discuss what management can do'to;Bring about these changes effectively in
organisations. ' '

8. Discuss_the process involved in the organisational development.

9. Describe the various OD interventions and _explain as to_how they improve the

* functioning of the organisation. = 5
10.
11,
12,

*

Bring out process of organisational development in an organisation,
Highlight the different interventions strategies of OD.
Discuss Lewin’s Model of OD. P

.
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4.24 CASESTUD[ES .- L | e | *;t.

" Case Study 1. p :

Theé Mangglore port is a larger-port in India. It handles cargo from the state of Karnatika
and Kerala and other adjoining areas. It also.manages a large warchouse where different
cargoes: from.importers are kept before it is collected by the importers: The work
involves moving the cargo from the ships to the warehouse and from the warehouse and
from the warchouse to the Lomes of the lmportant

—

'Ron_ey has been working- m.the warehouse for almost 8 years and he'is:now 28 years |

of age. He is unmarried and lives with his widowed mother. His job in the warchouse
involves moving the cargo from the ship in the port to the warehouse located near the
s port. He uses both the hand trolley as well as carries the cartoon on his back:

Roney has a. hlstory of sporadic absence from work over the past few. years. These
absences usually lasted two to three days at a time of* late, it.is found.that the absence
has become more regular..

w f

Today it is 8 A.M.,.1-2:2010 and roney h'as‘not shown up for work, the warchouse crew .

is short handed once again. Roney’s supervisor charies looks at roney’s services register
and’ finds -out that during his career with the new Mangalore port. Roney’ has-worked
undet four supervisors and each of the thrce prev10us'supewlsors had placed a- wrmen
comment about toney’s’ “absentéeism in his service reglster The sequences ‘of the note

are that roney would go in to his bouts of absence and then, he would be summoned by :.

his superwsors and in the meting, he would promise to improve his punctiality; he would
be regular aﬁer his meeting and counseling from his supervisors: )

-

.Roney was an average worker. He did his job and earned good wages. Smce his famlly

consists of himself and his aged mother, he seémed to.have plenty of money to spend

Lookmg at his attendance record and the supervisors, he’ worked for, it was found that :
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durmg the time he worked under the first two supervisors whose supemsor ’s style ‘was
more relaxed with minimum supervision; roney’s attendance record was falrly with little
absenteeism. But _durlng the tenure of third supervisor who was autocratic and provided
close supervision, roney missed more days than with the other supervisors..

It -was.therefore- felt by his current supervisor that roney mlght be sharing with another :
period of absenteeism and the supervisor. must do somethmg to-atop'it in its-initial stage
itself. s

Questlons | T -0 L
1 Explain the prmcnples of remforcement followed by the first two. supemsors of

roney. Why was the reinforcement ineffective?-

2. What behawour modlﬁcatlon programmer might you suggest to the present supemsor
of roney" State § your reasons?

3. Ifthé behavnour modification approach falls, what should the supervnsor of roney
do? Explam" “ :

Case Study 2.

Y

| Prakesh is- the project ma_rnager ‘'of a group-of engineers at to engineering services-ltd.

His dilemma is what to do about smitha a relatively new and extremely capable engineer... -
TES Ltd..was founded for the purpose of providing engineering services. A group of
engineering and support personal with valuable knowledge and experience was assembled.
All engineers-and technicians were males.

The company - acqmredfanother small- firm which included six males and one female
engineer. The recognized company had one vice president (prakesh was promoted as VP
in the merged company) and two project manager, Santhosh from TES-and Raman from
the acquired firm. The employees from the acqu:red firm had to be aborted into the two
project teams. . , R -
Santhosh coming from the acquiring company naturally wanted the very best eng'ineer
to be in his team: Among the engineers coming from the acquired company smitha was
the techmcally more capable. She had excellent recommendation from her previous

~manager. Santhosh felt that smitha was the best choice. Though she was the only woman

in the project. She seemed to get along well with other engiheei' Her manager had only
good reports from the customers as well as from her associates. All her-évaluations were
outstanding. '

Santhosh therefore asked for smitha to be put into his team. The other members came
from TES Lid. -

. The TES team until now had only males The boys spent a great deal of thelr day in each
other office workmg together on a purposed for customers or developing the best engineering
~approach to a problem They were a close knit group very loyal to the company. They
sometimes engaged in sexy jokes or used languages that mlght be considered crude by
the general populatlon, but they confined it to thelr own inner-circle of fellow engineers.

There was no harm mtended, and it was all in the spirit of fun.




Smitha felt that very ‘6ften the men acted'inapﬁropriatély in her presence. She didn’t

appreciate the joke tellmg and she felt that some of her fellow engineers made comments
that were degradmg to women:. Smitha kept her feelings to herself. Thinking that she had

to avoid making waves in order to get along in a malé dominated professmn ‘Smitha was .

dlsappomtcd in~herseif-for; compronusmg her strongly held beliefs about appropriate

_behawour at the. workplace. She vowed to herself that ‘she would again’ let-a smgle \

T ey, ek 2 -— M.—-n-u-'_

question. afe act or rémark go ,unchallengcd

The engineers working in Santhosh' groups welcomed Smitha warmly: Th.ey‘_lim_ew from

talking with her former colleagues that smitha was a good engineer. Smitha jumped into
‘her new job with enthusiasm and high spirits until'she was the pictures of naked girls on

the desk.of one of the eng_ineers. She immediately marched into prakesh office and. |
-complained about the pictures. Prakesh saw to it that the pictures were promptly removed.
Three days later, smitha overhead a group of engineers joking around the customary-

crude manner and she reported to prakesh that she was offended. Before prakesh could
.address ‘this compliant smitha was back in his office. This time show was extremely
upset with.the comments from her project ‘manager Santhosh who told her you did a
great job getting those from baby. I never have such luék. It must be beécause you are
a lady. You can just show a little leg and get what you want prakesh had-to address this
problcm. ]

Questions ' . ' ' v

> If you were prakesh how would you addressed the serious problem?

2. Do you feel that comments like the one made by Santhosh is justified?

r-..l'(
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5.1 ORGANISATIONAL LIFE CYCLE -

Like. living organism§ organisations have life cycles. They are Ibom {established or
formed), they grow and develop, they reach maturity, they begin to decline and age,
and finally, in -many cases, they die. Study of the organisational life cycle (OLC) has

_resulted in warious predictive models. These models, which have béen a subject of

considerable academic discussion, are, linked t6 the study of organisational growth
and development: Organisations at any stage of the life cycle are impacted by external
environmental circumstances.as well as internal factors, We'’re all aware .of the ris¢ and
fall of organisations and entire -industries. Products too have life cycles, a fact that has
been-long recognised by marketmg and sales experts. It seems reasonable to eonclude

-

Most models, however, hold to a view that, the orgaﬁsationa! life cycle is comprised of

| four or five stages that can be summarized snmply as startup, growth, matunty, decline,

and death (or revival)}, .
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Stages of the OLC . -

(1
The ﬁve stages of OLC illustrate changes: in orgamsauonal structure and managenal
processes as the buslness proceeds through develo;:mental stages;’ Each stage is discussed,
with specific emphasls on the product creation and dehvery ‘aspects of the stage.

To v . - ) O § 4

Start-Up Stage
At Start-up, ﬁnns exhlblt a very sunple orgamsatlonal stmcture w1th authonty centrallzed

at the top of the hlemrchy The main purpose durmg this stage is for the firm to establlsh

Lts d:stmcnve competences and generate some zmtlal product—market success.
o ]
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Fig. 5.1 Organisational life cycle’ o

2
ThlS is. achleved mamly by trial and error as, efforts are made to change products and

semces ina manner that generates distinctive competences and creates a viable business
model Thls generally involves. major and frequent product or semce innovations and

the pursuit of a nlche strategy Since the firm is smail and has no establtshed reputation, -

it must avold dlrect confrontatlon w1t11 its more powerful competitors, it does this by

ﬁndmg gaps or niches in the market which are not being filled, and defends these mchcs.

by makmg extensive:innovations.

Start-up firms cater essentially to one type. of customer and sell one type of product

and thus they face a (relatively) simple admmlstratlve task..An intuitive, rather than an
analytical mode of dec1s10n-makmg prevazls For example the owner-manager(s) makes
almost all the key decisions, based in large part upon his/her intuitions about. the sltuatlon

The product development and delivery orgamsatlon during the start-up stage often.involves
staff wearing many hats, it is. not- uncommon, in-a high-tech start-up for at least one
founder to be technical, and often multiple founders are. The leaders are involved at both
a strateglc and tactical lelvels in Craﬁmg and delivering the solution to mmal customers
pKey attrlbutes of the envnronment are ﬂexlblhty and lean management of resources and

assets’ for contmued existence.. The organisation will initially be very heavily weighted -

: towards develqpment staff and over time begins. to fiil in sparsely in marketing, sales,
'- admmlstratlon, and operatnons with an mformal and overlappmg structure. ,:-‘

Success in the Start- up stage isin ﬁndmg a sustamable [product/market niche that produces-

enough proﬁt for the company to contmue as a v1able entity (e:ther dlrectly or.with

extemnal ﬁnancmg) The Start—up stage, whlch involves growth through creativity and.

wo |t
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Organisational Theory,  vision, eventually leads to leadershlp and orgamsat:onal problems. -More sophisticated
Design and Development 4 more formahsed ranagement practices must be adopted. If the founder(s) do not
have- the skll!s or desire to make thls )transmon, then they oﬁen need to brmg in_an
' s outsider and delegate authonty to hefshe to be able. to continue- to grow
'NOTES
’ Growth Stage

The emphasis in the growth stage is on sales growth. and early product dwersaﬁcatlon

Product lines are broadened, but this generally results ‘if a more complete drray of
products for a given market rather than-new positions in wrdely varying markets. Efforts
are also devoted to incrementally tailoring’ products to new markets, while less stress is.
placed on major or' dramatic product innovations. Market segmentatlon begins to play
a role, with managers trying to identify specific subgroups of customers and to make
' | small-product or service modifications in order to better- -serve them, In other words,
‘the niche strategy is often. ‘abandoned as. broader markets are addressed. The conﬁpany
| may attain profi tability during this phase, of: the need for addmonal funding to meet the

' * | growth opportunity is often achieved with an IPO.

Typically, a functlonally-,based structure is established, some authority is qelegated to

middle-managers, and procedures are formalized. Decisions are iow more influenced by °
‘ customers as major stakeholders and the goal becomes to fulfill a customer-facmg function

e { effectively rather than sunply to-cater to the wishes of the owner(s). A departméntalised,

' functionally-based structure is adopted Where managers are appointed to héad marketmg,

’ . productlon and perhaps accounting or development departments

The owner-manager plays a less central role in routine adrmmstmtlon In the' Start-up
stage the owner-manager(s) could take all the risks hé/she wanted, but in the Growth
stage the delegated leaders ‘cannot. Strategy is'still focused at the top of the hierarchy,
with input from within the organisation. Also, the product ifinovation emphasrs becomes
incremental rather than dramatic as the market pull makes’ extremely dramatrc moves
less necessary. -

From a product development and delivery perspective, roles’ wrthm the organisation become
more dlﬂ'erentlated, and there is a relative increase in the sizes of the marketing, sales
-and opefations organisations. versus development to generate and fulfill démand. Due
to the diversification of the product fine and customer base, specialization is beginning
.| to.occur in responsnbllmes In order to maintain‘ control and direction of the firm; more
formalized methods of information sharing are required as are cross-functional coordination-
activities. The formal emergence ‘of project, program, and product managers will hkeiy
, | occur 1f they have not already appeared: o : )

JAs mdtcated drastlc product innovation takes a back seat to mcrementai innovation.
‘| This is pnmanly the result of the growth of the existing product ling being suffi cient to
. _ drive the orgamsatlonal success without takmg significant risks. In addition, the existing
customer base begins to influence the product evolutlon and resource allocation through

smaller feature enhancements and product 1mprovements ¥

»

One problem that can’ oecur durmg the Growth stage is the crisis of aitonomy. The:

timited decentrallsatlon of power coupted with less emphasrs on major innovation activities
[ . o~ 'jﬂ"'
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makes the organisation increasingly less responsive to market changes. The crisis that,

develops is driven by top-level managers’ reluctance to delegate authority and creates

. the: assocrated frustration. at lower levels The Growth _stage. ofﬁcnally begms to end as

sales start to.slow,

.".. =)
. o

- Maturity Stage . : R ,
At Maturlty,r sales levels stabilize due to a-hlgh level of competitive activity and poss:bly '

‘due  to market saturation. The company may be highly profitable and have a cash-cow

) 3 : i -
product. The goal then: becomes smooth and efficient functioning. to. maximize profits
"in the wake of declining sales: growth.. Firms demonstrate more concern for internal.

efficiency and install more control mechanisms and processes. Structures are m some
ways srmtlar to those found in the growth phase.

Departmental ﬁmctronally-based structures prevatl smce they contmue to suit the focused
product-market scope. By now, firms are usually run by professronal managers who are
somewhat more 'in favour of a participative management approach. None the less, firms
do remain falrly centrahzed Thére is less delegation of power than'in the growth phase,
perhaps because the srmphelty and stability. of operations make it ‘easier for only a few

key managers to dominate.

~ Firms in thel Matunty stage are. conservative with. the: level of- mnovatron fallmg andr'
a more bureaucratic orgamsatlon structure established, mformatlon processmg activity -

changes in s:everal key ways - there is more emphasis upon formal cost contro!s, budgets
and performance measures. Companies also tmplemenl systems of coordination to enable

their vanous: business units, and departments to work together. These efforts, however,
‘tend 10 cause an. influx of red tape. Coordination teohmques such as product groups,
formal planmng processes, and corporate staff become, over tlme, 8 bureaucratrc system |

that causes delays in decision making,

The Matunt‘y stage shows .a; style of decision making whlch 1s less mnovatlve, less

proactive, and more risk averse than in any other phase. The aim~ i to not rock the

boat and to 'focus upon efficiency rather- than novelty. The tendency, more than in.any
other stage, s to follow the competition - 10’ walt for competitors to lead the way in
innovating and then to imitate the innovations if it proves to be necessary "The Maturity

- stage can pelrsrst for some penod of time dependmg oi the industry. As long as sales
and profits are’ stable there is not a hugé incentive to change the status quo, even if |

industry- threats loom on the horizon. K . of - v

The product development and delivery structure is Highly focused on analysis and cost

control; in essence, the finance organisation is running the- product-based company.
Development ‘I8 pnmanly in a product sustaining or, me-too: development mode. and
justification of major-activities is strongly tied to business ¢ase analysrs The marketing
organisation “Will be more focused on monitoring competition and on pricing and promotion
strategies inja highly competitive and defined market, versus finding innovative new
offerings or markets. There may be.some projects looking at potentlal future technologles
and products' but they will tend to be underfunded and not prioritized as major initiatives.

- Ultimately, the crisis that strikes the.firm in the Maturity stage is the’ envisioned or

actual pmgréss:on to the Decline stage. While the. realisation’ may occur, the firm and

Ats managers are. paralysed by a,combination of bureaucratic processes -and lack of ‘

innovation capabnlttres .

Organisation Evolution )
,.and Sustenance

a

NOTES

- Self-Instructional Material 87




Organisational Theory,
Design and Development .

NOTES

-Revival Stage

The Revival stage 1s optlonal and .can occur dunng a Matwre or Decline stage for a
firm who recognises and initiates drastic changes to alter their current trajectory. This is

. typrcally a phase of diversification and expansion of product-market scope. Firms pursue

rapid growth through innovation, acquisition, and dwerslﬁcatlon and this involves'a good

| deal of.risk taking. New. top-level leadership is often requlred to initiate or effectwely
- implement this stage and it is also a penod of necessarily jncreased investment.

It also encourages a‘focus.on innovation rather -than -imitation of the strategies of
competitors as:in-the -Maturity ‘stage. -Risk- is mitigated .and informed by an analytical,.
reflective and participative: approach. to. decision. making' It is common fér task forces
and project -teams 1o .be formed to analyse major capltal expenditures, innovations or
acquisitions. Groups. of experts. come together to analyse problems and to generate and
evaluate dll’ferent solunon alternatives in a'systematic and scientific way. Some firms

begin adOptrng dwrs:onal and matrix structures for the first time in order to cope with
| the more complex and heterogeneous markets. Decision- -making needs to be accelerated,

and thus typ:cally pushed down lower-in the orgamsatlon and W1th fewer formal hurdles
at an executive level. _ _ .

Information processing also becomes much’ more diverse and expanded. Instead of -

a-focus on financial controls and performance reporting, the need for mformat:on to
inform. about market and customer: opportunities is: required. Reorganizing data around
markets and sub-segments is required, in addition to' potential research into new trends
and opportunities.. In order to support an innovation mindset ‘across the organisation,

| information avallabtllty and sharing must be’ enabled:

Significant changes begm to take place in-the product-market strategles being. folowed.. .

For example, there are more major and minor. product-line and service innovations: than

become more dwersﬁied ‘Forthe product development and delivery organisations, this
can be a very. excltmg nme and also very chaotlc The drivers-and expectations are on

: rapld growth and opportumtles are hrgh but analysls and internal coordination'across a
number of dlfferent functions is demanded Acqulsrtlons require’ due diligence, activities

in addition to post’ agreement product. and systern integration, Collaboration is key, both
throug-formal structures and processes, and through informal networks and parmarshlps

The crisis that results from the Revival stage can follow one of two paths: the. revwal

jtself was not. successful and sales: growth does not occur; or the revival was successful

and mamtammg\contmued high growth is. challenging: for such a diverse and laige firm.

- & % e
Decline Srage k3 " -

-

1in any other perlod Also hew markets are entered for the first time as firms seek.to

The Decline stage is- market sby declining sales and proﬁtabrhty It is often preceded -

‘by market stagnation and firms begin to decline’ with 'them; Proﬁtab:llty drops because

of thé. external challenges arid because of the lack of innovation. Firms in the decline
stage reactito adversity in theire markets by becoming stagnant. Decision making is
characterized by extreme conservatism.. There is little innovation, an abhorrence of risk

“taking; and a reluctance even to imitate competitors’ innovations, let alone lead the way.
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Firms ten’d to conserve resources depleted by poor performance by abstaining from product
or service innovation. Their sales are poor because their product lines are unappealing
versus alternatives, such as new technology-solutions. The market scope of declining

firms 1§ qulte narrow as they begin to’ sell-off non-core or underperforming divisions,

laying somewhere between that of firms ‘in the Start-up. and Growth stages. One -of
the most notable structural features-of firms in the Decline stage is the absence of any

" well- developed mforrnatlon processing ‘mechanisms. Fmally, commumcanons between

hrerarchwal levels and across departments are poor.

The product development and delivery functions are llkely mlmmal or non-existent. It’s
possible tlllat a Revival stage will be initiated, but the reality may be that the company
can no, Ionger afford to invest due to the dechne of the entire market. The cash cow is:
already ground ‘beef.

5.2, DF:I,CISION-MAKING

-

Decmon—makrng is an important part of management process. It covers every part of
an enterpriSe In fact, whatever a manager does, he does through decision-making only.
Managers_ are essentially decision makers only. Almost everything managers do, involves
decision-making. Managers scout for problenis, make decisions for solving them and
monitor the consequences to see whether additional decisions are required. Good-decision-
making . is: |a vital element of good management because decisions determine how the
orgamsatron solves its problems, allocates its resources and accomplishes its goals.
However, decrsron-makmg is not easy. It must be done amid ever,changing factors, uncléar
1nformat101§ and conflicting points of view.- A decision is a choice made from available
altemanve; Decision-making is the | process by which individuals select a course of actlon

i
among, several alternatives, to produce a desired’ result Decision making is the process

through which managers 1dent1fy orgamsanonal problems and attempt to resolve them.

53 CHARACTERISTICS OF DECISION-M_AKING

The importaint characteristics of decision-making may be listed thus:

-

L. Goal-onenred ‘Decision-making-is a goal-oriented process. Decisions are usually |,

made: to achieve some purpose or goal. The ‘intention is to move ‘towards some
desired state of affairs’. B

2. Afremlmves A decision is characterised by two activities—search and choice. The

manager searches for opportunities to arrive at decisions and-for alternative solutions

_ so thatjaction may take place: Choice leads to decision. When there is no choice of
action,ino decision is required. The need for decision- makmg arises only ‘when there .

is sorne uncertainty about the outcome.

3. -Ana{yrxcal-mteﬂecrual Decmron—makmg contalns consciousand unconscious aspects.
Part Ofilt can be leamed, but part of it depends upon the. personal characteristics of
. the decision maker, Decision-making cannot be completely quantlﬁed nor is it based
mamly on reason or intuition. Many decisions are based on emotions or instincts.

|
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Dynamic process: Dec151on-mak1ng is the process of identifying worthwhlle things

‘to do .in‘a dynamic environment. It is'a process. of using inputs eﬂ‘ectwely in the,

solution of selected problems and the creation of outputs that have utility. A manager,
for example, may hire people based on merit regularly and also ptck -up-candidates

. recommended by .an influential party, at times. Depending on the situational

requirements; managers take sultable dec1snons usmg discretion and Judgement

. Pervasive function: Decision-making permeates all ‘management and covers every

part of an enterprise. In fact,, whatever a manager does, he does. through declsron-

"making only, the end products of .a manager’s work are demsrons and act:ons

Decision-making is the substance of a manager’s job.

Continuous activity: The life of amanager 1§ a perpemel chonce ‘making activity. He
decides things on a continual’ and regular basis. It is not a one shot deal.

Comiitment of time, effort and money: Decision-making Imphes commitment "

of time, effort and money. The-commiitment may be for short term or long-term
depending on the type of decision (for example, strategic, tactical or operating). Once
a decision is made, the orgamsatlon moves in a specific direction in order to achleve
the goals.

. Human and social process: Decision- makmg is a human and social process involving

intellectual abilities, intuition and judgement. The human as well as social imparts
of a decision are usually talcen into account while makmg the choice from several
alternatives., For example, in a labour-surplus, capital-hungry country like India,
managers cannot suddenly shut down plants, lop off divisions and extend the golden
handshake to thousands of workers, in the face of intense competmon

Integral part of planning: As Koontz indicated, ‘decision making is the core of
planning’. Both are intellectual processes, demanding discretion and Judgement
Both aim at achieving goals. Both' are situational in_nature. Both involve cho:ce
among alternative courses of action. Both are based on forecasts and assumptlons
about future risk and uncertainty. .

54 TYPES OF DECISIONS o

i
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The various types of decisions taken by managers at various levels in a organisation may
be classified thus: L

v

.

Baslc and Routine Decisions: Basic declslons are decisions concemmg umque _

problems or situations. They are one-time decisions demandmg large investments.
For example, decisions about launching 4 new product or buying a more advanced
computer system are non-routine decisions. They require creativeness, mtultlon and
good judgement on the pan of managers. They are strategic decisions which affect
the future of an organisation. On the other hand, routine decisions’ are repetitive in
nature. They require little deliberation and are generally concerned with short-term
commiitments. They ‘tend to have only minoreffects on the welfaré of the organisation’.

Generally, lower-level managers look after such mechanical or, operating-decisions.
For example; a supervisor can "decide, whether an employee s absence is excused or

unexcused on the basis of personnel pollcy guldelmes Usually, standard procedures '

are estabhshed to dispose of such repetitive problems quickly. -~ =



+

*

3

-

i;:.— .:_: 3 BT
2. Personal vs. Organisational Decisions:. According to Barnard, decisions can be
- divided-on the basis of the environment in which théy are made. Decisions to.watch
‘television, to study or retire early are examples of personal decisions: Such decisions
pertain-to managers ‘as individuals. They affect the organisatioh in an’indirect way.

‘> .For example,:a personal decision to purchase a Maruti rdther than an Ambassador

¢ indiri:c‘tly‘helpé one firm due to the sale and hurts another because of the lost sale..
The sudden decision of a popular singer to seek premature retirement may affect
the ﬁlm industry badly. In other words, personal decrsrons can ‘have an impact
beyond the’ lmmedrate system on whose behalf they were made’. Organisational
declslons are made by managers in their official’ or formal capacity as controllers
*and all_ocators of orgamsanonal resources. Unlike personal decisions, organisational
decisions can be delegated. These decisions are aimed at furthering the interests of
the organisation. Managers operate in an open environment. Results of their decisions
are open for public view (subordinates, stockholders, customers, general public,, etc.)
and such results are génerally measured in terms of the firm’s earnings, welfare of the
employees and the economic health of the community. In other: words; managerial
decisions havean impact on a greater number of people. <

So, .in. order- to survive and progress, managers are forced to make professional
_decisions, to.make decisions that are based on ratlonallty, judgement and experience,
As _pointed out by Levitt, ‘the manager is_judged niot for what he knows about the
“.work that is done.in his field, but by how well he actially does the work’, In order

to protect the long- -term interests of the organisation, sometimes, a manager may be |,

forced to adopt certain’ dec181ons which may be agamst his personal choices. For.

" example, a manager. who abhors unethical practlces may 1 tolerate’ deceptive product
, messages in company advemsemems to. ward off competmve pressures. To SUFVive, ;

the manager. must be a professronal decnsmn maker. He is: expected to resolve’ the

. conflicts that take place between orgamsat:onal and personal decisions.in a.smooth
»way . - s . e : : *

* 3. Individual vs. group decisions: As mentroned above, Indwrdual decnsrons are taken
by a Smgle individual. They,are mostly routine ‘decisions. Group decmons, on the
other hand, are decisions taken by a group of individuals constituted for this purpose
( for example; Admission Committee of a College Board of Dlrectors in a company).
Group decisions as compared to individual decisions, have far reachmg consequences
and 1mpact a number of persons.and departments They require serious dlscussmn
deliberation and debate. '

4. Programmed and Unprogrammed Decisions: ‘Herbert S1mon has provided a
popular classification scheme” for managerial decrswns-—programmed ‘and non-
programmed. ‘A programmed decision 'is one- thiat is rounne and repetltlve Rules
and pOllCleS are estabhshed well in advance to solve recurring problems qulckly
“Thus, a hospltal éstablishes a procedure for adm(nttlng new patlents a supemsor
admnmsters disciplinary actions against workers reporting late.for work a store clerk
orders’ requisition for additional-supplies, as soon as the existing stock drops below

-

1 -
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" Organisational Theory, a specified level. On the basis of pre-established set of alternatives, programmed

Desig:: end Development decisions can be made in a routine way. Since programmed decisions are relatively
easy and simple for managers to make, they allow and equip managers for more
NOTES - challenging and difficult problem.solving. However, routine procedures leave little

room for the manager to choose.-Judgement cannot be used and freedom is affected. .
- ' "Programmed. decisions are.usually made by lower level personnel in.organisations
“in which the market and technology are reliitively stable, and many routine, highly
structured problems must be solved.” For example, in banks and insurance companies,
the market and technology are relatively stable and usually routine problems confront
operating personnel. Decisions are hlghly routinised and the decision maker.simply
recognises the problem to implement the predetermined solution. ' )

. Non-programmed decns:ons deal with unique/unusual problems. In such cases, the decision
maker has to'make a decision in a poorly structured situation—one in which there are
no pre-existing, cut-and-dried solutions. Deciding. whether to take.over a sick unit; how
*to restructure an oOrganisation to improve efficiency, where to locate a new company
‘warehouse, whom' to promote to the vacant position of Regional Manager at one of the
company’s plants, are’ examples of hon-programmed decisions. The common feature
in these decisions’is that they are novel and- non-recurring and there are no readymade
: _courses of action to resort to. One good example of a non-programmed decision is Exxon
“Mobil’s decision to form a consortiiim to drill for oil in Siberja. One of the largest foreign.
-investments in Russia, the consortium commrtted $4 billion before pumping its first barrel
and expects a total capital cost of $12 bllhon-plus The venture could produce 250,000
barrels a day, about 10 per cent of” Exxon Mobil’s global production. But if things go-
-wrong, the oil giant which has already ifivested some $4 billion will take a crippling hit.
Because, non-programmed decisions oftén involve broad, long-range consequences for the
organisation, they afe made by higher-level personriel only ‘Managers need to be creative
when solving the infrequent problem and such situations have'to-be treated'de novo each
time they occur. Non-programmed- decisions are quite common in, organisations where
situations are’pootly structured and decisions being made are non-routine and complex.

: 3 9 - Programmed ggé Non-programmed Dee:sion e
Programmed decisions Non-programmed decisions S
» Concerned with relatively routine problems, f ¢ Concerned with unique and novel
.they are structured and repetitive in nature.- problems, they are unstructired, non- |
‘s Solutjons are offered in accordance to some | repetltwe and ill defined..
habit, rule or procedure o " There are no pre- estabhshed policies or
¢ Such decisions are relatively simple and procedures to rely on. Each situation is
have a small impact. ) different and needs a creative solution.
s|[|® The mformatlon relating to these problemis | ¢ - Such dec151ons are: relat:vely complex and
_is'readily available and can be processed in have a long ferm impact.
a pre-determined fashion. » The information relating to these problems
o They consume very little time and effort is not readily available..
since they are guided by predetermined | o foey demand a lot of executive time,
rules, policies and procedures. discretion and judgement.
e Made by lower leve] executives » Top management responsibility.
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5. Rational vs. irrational decisions: Making a good decisjon is a difficult exercise. It Organisation Evolution'

is the product of deliberation, evaluation and thought. It is, in fact, a by-product of and Sustenance
rational and logical thinking, involving a series of steps. The decision making process .
is_said fo be rational when a decision maker evaluates problems systematically,

. develops alternatives and chooses the most suitable one on the basis of available data. NOTES .

When decisions are arrived at based on intuiti'on‘ and are not based on relevant. facts -
and figures, they tend to be irrational. [rrational decisions follow the hit or miss kind
of route and the outcomes could turn out to be unproductive and negative on most
occasions. They tend to be judgemental in nature because the decision maker has not
bothered to examine relevant data closely.

L3

5.5 THE DECISION-MAKING PROCESS: THREE MODELS | .

When people think of decision making in organisations, they are usually referring
to decisions that are non-programmed and that require search for new and necessary
information. In order to arrive at such decisions (non-programmed) two models are pressed
~ into service generally. The first one is called the-classical model and the second one is

known as the administrative model. These are discussed below

5.6 THE CLASSICAL MODEL OF DECISION-MAKING _

The classical decision-making model is a prescriptive model. It describes -how people
should make decisions. The manager is supposed to have all the information required to
make a choice. He will evaluate all available alternatives and would pick up the one that
maximizes the return in a given situation. This optimizing style is an ideal way to make
decisions. The essential components of such a rational decision making process may be. {'
listed thus: !

- PP CO T 3B PP Fo - '»‘c
@1}% s 2 “if % 3@ : @gfd § " 5 g%Ei '

"Awareness LT\ .Diagnose L\ Develop ~ Evaluatel—L[\ Sefectthe. LI\ [ implement i)
. of r‘/ and State the # the Best and Verify )
§

o4

| Problem the Problem /| Atematives /| Atematives /| Atsmative /] the Decision/
7 = o) : F—Y R L e TE

- o
Intemal -

e Ry a
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Fig. 5.2 The Process of Decision-Making

(The arrows in the model indicate constant revaluation and feedback of every step in the
decision- making process. Thus, managers are provided with useful information through
-which future decisions can be made.) " )
- L Ah;areness of a probiem: The first step in the decision making process is recognizing .
the problem. Probleris generally arise because of disparity between what is and_
what should be. To identify the gaps between the current and desired state of affairs,

L B
.
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managers should look for problems that tequire a’ solutron They must focus attentron -

defining the problem correctly instead of trying to find answers right away. In order
to ‘recognise. problems, a manager- is expected to. momtor the decision-making
environment, understand the possrble causes and try. © deﬁne the real problem

carefilly. t‘ Ty

out the wheat from thé chaff before dec:dmg on a specrﬁc course of actron 'Once
aware of a problem, he must state the real-problem. He must try to solve the problem,
not the symiptoms. In order to state the true problems the followmg questlons should
be lookéd into carefully:

o What is the problem? What is the dlfference between, what it and what should’

be"’ The difference between' the-current state and the desired state of affairs
indicates the problem for the firm.

e Which probleéms to solve? At this stage the focus must be on problems that merit

immediate attention and those that can be postponed for a future date. o

- What'is the real cause of the problem? To avoid the danger of prescnbmg a’
- wrong medicine for the organisation, the manager should consider the decision '

environment properly. A well-defined problem, as experts say,’is already half-
'sotved. Managers need to put the finger on the problem causing.trouble. by
taking a 360 degree of view of everything that 1mpacts a decision. Accordmg
‘to: Drucker, ~“critical factor analysis’ helps in identifying the causes properly

The critical factor spells the difference between actual and desrred results. [fa _

machme goes out of order due to non-availability of an essential .component, the
compqnent is the strategic or critical factor. According to Barnard .the nature of
the strategic factor will shiff when the problem is defined correctly After deﬁmng
the problem, that is non-avallablltty of the component ‘a new situation will arise,

where the new limiting factor.would be obtaining the component and so on. The *

important point is to list all the posmble causes and testing'each cause; trying

to decide whether one is more likely than-another; to have. created the deviation

' between the current and desired state of affairs. To define the’ problem correctly,

s the decision maker should collect as many facts as he can and try to separate
these facts from beliefs, opinions and' preconcewed notions.,

3 Develop the alternatives: Quité often. managers rush to marry the first available

option. They exhibit mdecent haste to marry a comforting solution that looks like
a.real winner. Developmg a sufficiently large number of alternative- solutrons at this
stage, theérefore, guarantees adequate focus and attention on the problem at.hand.

'Managers should encourage-people to come with. varied points of view, alternative
‘ways of domg things and encourage dissent in an effective manner. The ability to-

develop alternatives’is as tmportant as making a right decision among alternatives.

Ingenuity, research and creative imagination are required to make -sure ‘that. the”
best altematwe is' considered before a course of action is selected. The- number of

altematwes to be generated depends on various factors: ‘time available to thé decision
maker cost.of each alternative and the 1mportance of'the decision itself. Within these

'_constramts managers should clevelop all "possible altcmatwe solutions’ because if

the correct alternative is not considered and put info: actlon the problem cannot be
solved.

2. Diagnose and state the problem tA successful manager must have the abrllty to weed




{

4. Evaluatethe alternatives: Inthis step, the decision rnaker triesto outlme the advantages
* and drsadvantages of each altematwe The consequences of each ‘alternative would

also be considered.. The * opportumty cost’ method is suggested quite frequently, in
.order to evaluate each alternative. When one alternative'is selected in place of another.
— like choosing a scooter in place of a motor cycle — the cost-of the selected one

‘ (scooter) is measured in terms of the benefits available from the rejccted one (motor |
‘cycle) The point is that subjective judgemient invariably creeps ‘into the decision- |

makmg process. The final decision in most of the cases is.a product of déliberation,
-evaluation and thought. -

5. Select the best (most beneficial) alternative: In this step, the decision maker merely

selects the alternative that will maximise the results in terms of existing objectives.
This steps essentially involves questions such as the anticipated costs and benéfits

- of each listed alternative, estimating the uncertainties and risks associatéd with each
alternative, and picking up an alternative that would bring a firm nearer to:its goals.
Choosing consists of selecting the alternative with the highest possible payoff based
on the benefits, costs, risks and uncertainties of all altematives. :

T

6. Implement and veryj; the decision: After making a decnslon the manager must

¥

The. Concept of Rationality

1mplement it. He must see, whether it has actually worked out'or not. In other words,
he must scek feedback regarding the effectiveness of the lmplemented solutions.
Feedback allows managers to become aware of the recent problems associated with

the solution. It permits managers to monitor the-effects of their acts, to gauge. their

success. They can evaluate their own decision-making’ abilities. It would be better
to -establish follow-up.procedures to evaluate the decision. Managers can set up a

*budget; allocate time and’ money; ass:gn responsrblllty for individuals to work out’

the specxﬁc tasks-involved. They can fix up a tithe for obtaining the periodic progress

reports, ‘tegarding how the decision is actually lmplemented If the decision is not
.yielding the desired results and the decision tursis out to be a'poor one, they should

not hesnate to reverse the trend. They, should nof hesnate to ride out a decrslon that
- does riot accomplish its objective.

The classical model thus prescrlbcs a consistent and value maxlrmzmg procedure to arrive
at decisions. It tumns the decision maker into an economrc being trying to pick up the best

alternative’ for achieving the optimum solution to a problem. According to the classical |

'model the decmton-maker is-assumed to make decisions that would maximise his or her
advantage by searching and evaluatmg all posmble altenatives. The decrswn-makmg

process, described in.the earlier section, is'based on certain assumptions:

N

Decision-making is a goal-oriented process. Accordmg to the rational . economic |-

mode!, the decision-maker has a clear, well-defined goal that he i is trying to maximise.
Before formulatmg the goal,.the dec:sron-maker can 1dent|fy the symptoms of a
problem and clearly specify one best way to solve the same. :

All choices are known: 1t is assumed that in a. given' decision sxtuatron all choices

available'to the decrsmn maker are known or given and the consequences Or outcomes
of all actions are also known. The decision maker can list: (i) the.relevant criteria;
(ii) feasible alternatives; and (iii) the cons_equences for each alternative.

T

1
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o  Order of preference: It is assumed that the decision maker can rank all consequences,
according to preference and select the alternative which has the preferred consequences.
In dther words, the decision maker knows how to relate: consequences to goals. He

. knows which consequence is the best (optimality-criterion).

1o Maximum advanfage The decision maker has the freedom to choose the alternative

x that best optimises the decision. In other words, he would select that alternative which:
. would maximisé his satisfaction. The decision maker has comiplete knowledge and is a
logical, systematic maximiser in economic-technical terms.

I, -

Causes of Bounded Rationality g

The above model is prescriptive and normative; it explains how decision makers ought to

behave. Rationality is an ideal and can be rarely achieved in an organisation. Many factors
mtervene in bemg perfectly rational, namely:

L. Imposs:ble to state the problems accurately: 1t is often impossible to reduce
organisational problems to accurate levels. An accurate, precise and comprehenswe
definition of the problem as assumed under the model may not be possibie. Moreover
relevant pgoals may not be fully understood or may be in conflict with.each other.
Striking a balance between goals.such as growth, profitability, social responsibility,
ethics, survival, etc., may be difficult and as such, the assumption that the decision
maker has a single, well-defined goal in an orgamsatlonal setting appears to be
unfortunate.

‘2. Not fully aware of problems: Frequently, the manager does not know that he has a
problem. If the organisation is successful and is ﬁounshmg, managers may not be
in a:position to assign their valuable time to- searching future problems. As rightly
commented by Weber’s, if current performance is sat:sfactory, few of us use present

. time to search for future problems

3. Imperfect knowledge: It is too simplistic to assume that the decision-maker has perfect
knowledge regarding all alternatives, the probabilities of their occurrence, and their
consequences. Indeed managers rarely, if any, have access to perfect information.

4. Limited time and resources: Most managers' work under tremendous pressure to

meet the challenges posed by internal as well as external factors. They have to operate ”

under ‘do or die’ situations and investing more time than necessary would mean
lost opportunities and consequently, lost business. This pressure to act pushes the
decision managers to choose quickly. Moreover, obtaining full information would be
too costly If resources are limited, the decisions should be taken in such a manner so
as to achieve efficiency and effectiveness. Less effective solutions may be accepted,
if substantial savings are made in the use of resources. Workmg under severe time |
and cost constraints, managers may settle down for less optlmal decisions rather ‘than
wasting time and effort in finding an ‘ideal’ solution. "

5. COgmtwe limits: Most of the decision makers may not.be gifted with supematural
powers to turn out arhzgh-quallty decision, every time they sit through a problem.
They may not be able to process large amounts of environmental information, loaded

with technicalities and competitive data, thoroughly. Also, difficulties arise in felating-

them successfully to confusing organisational objectives. When managers are invaded
with intricate details regarding various fields, they.try to simplify the decision-making
process by reducing the nuniber of alternatives to a manageable number. When the




thmkmg capacity.is overloaded, rational decisions give way to bounded decisions.
Instead of considering eight to ten alternatives, managers may deal with only thiree or
four, to-avoid overloading and confusion. They sﬁlpllfy the ‘complex fabric ‘of the
environment’, into ‘workable conceptions. of their decision problems.

- 6. Politics: The normative model, unfortunately, 1g}mres the influence of powerful
1nd1v1duals and groups on the decxsmn-makmg process. Many studies have

< revealed decision-making to be political in nature accommodating. the’ dissimilar
and sometlmes conflicting interests of different groups (labour unions, ‘consumer
councils, govemment agencies, local community).|In order to satisfy these groups,
the decision maker may have to assign welghtage to less optimal solutions, at the
expense of organisational efficiency. -

-

Thus, the rational economic model is based ona defectwe logic and reasoning. It is -

an'ideatistic, perhaps even naive, model of dec1swn—rmkmg which works only when
all the underlymg assumptions prevail. The complexities of the real world force us to
reject the traditional concepts. We are compelled to; consider a more realistic theory
which receives inputs from both the quantifiable and non-quantifiable variables:;a
theory which ‘focuses on human involvement in the various steps of the (decision-
making) process and allows for the impact of numerous environmental factors’.

Al
. -

57 ADMINISTRATIVE DECISION-MAKING BOUNDED
RATIONALITY APPROACH : -

The objective of the administrative model also known as the behavioural theory, proposed
by Herbert A. Simon and refined by Richard Cyert-and James March, is to explain the
decision-making behaviour of individuals and organisations. According to Simon, people
carry only alimited, simplified view ofproblems confronting them because of certainreasons:

(i) They do not have full information about the problems. (ii) They do not possess knowledge
of all the possible alternative solutions to the problem and their consequences. (iii) They do
not have ability to process competitive environmental and technical information. (iv) They
do not have sufficient time and resources to conduct an exhaustive search for alternative

solutions to the problems. Thus, human and organisational limitations make it impossible _

for people to make perfecily rational decisions. There are always ‘boundaries to rationality’
in organisations. Table below explain the dlfferences between the two theones

The Raﬂonal-Economlc Model The Admlmst}aﬂve Model

.

»  Perfect rationality < |» Bounded rationality _

o Perfect knowledge of problems, . Imperfect knowledge of problems, consequences/
consequences and outcomes outcomes

* Nommative » Descriptive

| ‘Exhaustive search for a number | ¢ Search for a seemingly feasible alternative rather than

of alternatives- _ . an exhaustive list. i

*  Optimal decisions Yole Satisficing good enough for adequate decisions.

» Concentration on  technical | e .Concentration on ‘behavioural aspects; the decision- |
economic terms, and quantifiable making process receives inpits both from quantifiable
variables. and non-quantifiable variables.
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* What are Satisficing Decisions? 3 }

) . i ! . oo . . T
According to the behavioural theory, optimality is a Utopian concept. Again, there is no
way to identify optimality and establish a2 measure of goodness. The decision-making

. process cannot be a scientific. process where there are no explrcrt clear-cut and idealised

goals. Real life challenges, time and cost llm:tatrons, political pressures from internal and
external constituencies force the dEClSl()l'l maker to work under condrtrons of “bounded
rationality?, It means that he rarely tries to ﬁnd the opt:lmum solution to-a decision
problem.-Instead of conducting an exhaustive search they $earch for a limited number
of alternatives and stop when. théy are able to meet the standards established by them
(subjective) prevrously, to satisfy their goals. This search st0ps when they reacha point
that meets their subjective standards. They select a course of action, whose consequences
are good enough. Subjective rationality would be preferable to- Ob_] ective rationality where
people have to take decisions under tithe and cost limitations. Thus instead of searching
for.and choosing the best alternative, many managers accept declslons that are only ‘good
enough’, rather thgn ideal. Such decisions are réferred to as'‘satisficing decisions’ “the

| Scottish word ‘meaning ‘satisfying‘ Examples of satisficing criteria include “faif price”,

“reasonable profits”, “adequate market share”, etc. f\ccordmg to March and.Simon, it is
often, too mefﬁclent or too costly to make optimal decrslons in organisations. For example;
wh:le selecting a new employee the orgamsatron can "just hire the first applicant who
meets all the minimum requirements instead of wasting time and effort lookmg for an ideal

h personality. Accordmg to Hitt, Middlemist and Mathis, satlsﬁcmg can occur -for various
*{ reasons: (i) time pressure, (if) a desire to'sit-through a problem quickly.and switch on to
| other matters; (iii) a dislike for detailed analysm that demands more refined techmques

iv) to"avoid failures and mlstakes that could affect their future in a negatlve way. In many
situations, puttmg off a decision until full information is obtained may prove to be a costly
“mistake. It may result in lost opportunities and lost markets. Simon’s administrative model,-

| thus, pro\ndes a highly useful approximation to how: decision-makers actually operate. It

is-a realistic approach. By examining decision-making process in a fragmented fashion,
it provides reasonable freedom and ﬂexrblhty for managers while deciding on lmportam
matters. It also highlights the importance ‘of lookmg into the behavioural aspects in the
decusron making process. This knowledge certainly helps in the understanding of how and

why managerlal decisions have been made, 2
L ; Bl x ’ r .
58 .INTUITIVE DEC]SIONL‘MAKIN'G : 0

,| Decision making is not something that is perfectly rational’. Most of the time managers may
’| simply arrive at decisions based on a gut feeling or intuition..Decision makers may simply
 rely upon their experience, self-confidence in order to process bundles of data surrounding

. problem or ‘opportunity and decide to move-ahead in one direction.- lntultlve decision
maklng involves an unconscious process that incorporates.the decision maker s personality*
and experience in arrive at a decision. Intultwc decision making., stmply, happens because
-of cenam reasons:

K The pr_oblem is surrounded by hi gh_feyels of oncertainty

¢ There is no history or past experience to draw upon
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e The altematrves may- all seem to work bt may not be amenable for a‘thorough analysrs

‘So the Yerdtct 1s clear. When uncertamty is high, time pressures are mounting up and
complexity surrounds an issue, intuitive decision making i is the obvious choice. The rational
and adrinistrative models seem to work in‘a certain sefting. ‘However, in chaotic, rapidly
changmg and pressure-packed mtuatnons, there is enough room for intuitive decision
making to’ be relied upon. To find 2 a way in those situations, of ten decrsron makers may
choose to strike rapport between asystematic approach and an intuitive path.

= ¥
- T

5.9 , PECISION-MAKING CoNi)rrlp‘Ns A .

Every’decision situation can be organised on a scale accordfng to the availability of
- information and the possrblhty of failure. The four. positions on the scale are certainty, risk, -

uncertainty, and amb1gu1ty The four positions on the scale shown below are. certainty, risk,

~ uncertainty and: ambighity. Whereas programmed dects:ons can be arrived at in situations
involving’ certalnty, many situations that managers deal with every day involve at least.
some degree of uncertamty and requrre non—programmed decision making.

(a). Cerramgr .When the decision-maker. knows with reasonable certainty ) what the
alternatlves are and what condmons are associated- with each alternative, 2 state -

r » of certamty ‘exists. For example if a-company considers ¥ 1 ,00, 000 investment -
o ""m new’ equlpment that it knows for certam will yleld 2‘ 40 ,000 i in ‘cost savmgs

L
v

> per year over the next ﬁve years, managers can calculate before tax rate of return

of about 40 per cent. If managers compare this. investment wrth the one that will |
yield only - 30,000 per year in cost savings; they can’ safely select the40 per cent” ¥
* teturn. However, few dCClSIOIlS are certam in the real world Most contam nsk or {

ot

'3 N ul
" - : v

A uncertamty
(b) Risk: Risk means. that a decnslon has clear-cut goals and that good information-

f(mcornplete but rehable factual mformatton) ‘is avallable but the future | ¢

.~ outcomes associated wrth each alternativé are subject to. chance In this case,

some mformatron is, avallable but itis msufﬁcrent to answer all questlons about ]

the cutcome. Lotus had bet on IBM’s 0S/2-as the likely successor to'the. DOS
sof’tware operatmg system that controlled ba51c PC functions and was caught off
guard | by the success of Wmdows Tt-was an expensive mistake, compounded
when the first Windows !yersmn of 1-2-3 arrived in 1991 and turned outtobe a dud.

'Mrerosof’t now; has a big lead in the Windows spreadsheet market. Likewise, Mc- ]
Donald '8 took a calculated risk and lost with-the introduction of its Arch Deluxe |

. sandw1ch hne McDonald s had information that indicated a- line of sandwmhes
targeted towards adults would be successful, but the Arch Deluxe, introduced at
a cost of $100. miillion, flopped in the market place Reliable mformatlon though

itto calculate the probability that a-given event-will take place and then pick up’
a decision alternative with favourable odds. The two basic types of probabilities

are objective and subjective. Objectwe probabilities are denved mathematlcally ‘

g ) . .

1ncomplete is still useful to managers in coping with risk; since they:can employ .

=

]
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from reliable historical data, whereas subjective probabilities are estimated from
past experience or judgment. Deoision-making based on probabilities is common
in all areas of management today. For instance, laundry product manufacturers
would not think of launching a‘new detergent without determining its probability
of acceptance, by means of consumer panels and test marketing. A number of
inferential statistical techriiques can help managers to objectively copé with risk.

(¢) Uncertainty: Under conditions of uncertainty, the decision maker does not know
all the alternatives, the risks associated with each or the likely consequences
of -each alternative. This uncertamty basmally comes from the complex and
dynamic nature of modem organisations and their envnronments The decisions

P are generally made on the basis of calculated guesses than on hard factual data,
Intuition, judgement and experience always play a major role in such situations.
For examp}e a company that decides to expand its operations in a-strange country
N may know a little about the country’s culture, laws, economic environment and
politics: The political situation may be so volatile and fiuid that even the experts

may find it extremely difficult to predict a possible change in Government.

(@) Ambiguity: Ambigui‘ty means that the goals to be achieved or the problem-to
be solved 1s unclear, altematlves are difficult to’define; and information about
outcomes is not available. 1t is like a tedcher asking his students to complete
an a5s1gnment without .giving -any topic, direction or guidelines. Amblgulty
naturally, is a most difficult dec1sron situation confronting managers, operating
in rap:d]y ehanglng environment. Despite -the odds; managers are expected
to conjure up.goals, develop possible scenarios for decision alternatives and
‘somehow come up with acceptable solutions. Sometimes, managers will come up
with a solution only to realise that they had not clearly defined the real problem
to begin with. One example of a wicked decision problem was when managers at
Ford Motor Company and Flrestone confronted the problem of tyres used on the
Ford Explorer coming apart'on the road causing deadly blowouts and rollovers.
Just ﬁeﬁning the problem was the first hurdle. Neither is dealt effectively with
this decision situation and the reputation of both companies-suﬁ'e;ed as a result.
Fortunately, most decisions do not Ifall=ugéler this category.

A

'5.10 GROUP DECISION-MAKING

Groups play an important role in decision-making in organisafions. Most of the
organisational decisions are made in a group context only, because they offer the advantage

~of experience, wide kriowledge and mutual support. Groups suchfas committees, study

teams, task forces, and review panels are especially usefut for non-programmed decisions
because these decisions are complex and few individuals have all the knowledge and
skills, necessary to make the best dec:s:ons Groups use a number of methods to make-
decisions: (i) lack of response: a proposed solution by-one or a few members which may

.| not be received by the group as a whole; (ii) authority rule: the group leader announces

the decision; (iii) minority rule: a few influential members possessing expertise and/or
loud voices influence the outcome; (iv) majority rule: decisions decided by voting process;
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(v).consensus: the most acceptable {not necessarily the best) solution for'all members;
and (vi) unanimity to resolve complex problems, members rally behind a point of view.
Groups use one or more of the above methods while taking decisions in organisations. The
followmg table summarises the advantages and disadvantages of group decision makmg

 Organisation Evolution

and Sustenance

NOTES

IS T
g % F B s ¥
o ._ Disadvantages - .. . &

*. A group has more information than an Groups are notorious time-wasters. They
individual. Members drawn from diverse may waste a lot of time and energy, clowning
fields can provide more information and around and getting organized. *
knowledge about the problem.

* A group can generate a g_reater' number Groups create pressures towards conformity;
of "alternatives. It can bring to bear a other infirmities like group think, force .
wider experience, a greater variety of members to compromise on the least common
opinions and more thorough probing of denominator,
facts than a single individual. o, ;

s ‘Participation _ip group  decisions Presence of some group -members, who are |’
mcreascs acceptance and commitment powerful and influential may intimidate and
on the.part of people who now see the prevent other members “frem participating
solution as their own and acquire a freely. Domination is counter-productive; it puts
psychological stake in its success. a damper on the groups’” best problem solvers.

¢ People understand the decision better It may be very ‘coslly to secure participation
because they saw and heard it develop; from several individuals in the decision-
then paving- the- way for smooth making process. |
implementation of{ the decision.

» Interaction between individuals with e The groitp consists of several individuals and
varied view points leads to greater hence, it is easy to pass the buck and avoid
creativity. responsibility.

: <
5.11 CREATIVITY ' ) ~ .
Creativity is the essential first step in the innovation, which is vital for long-'tcrm-
organisational” success. Creativity is the ability to Visualize, foresee, generate and.
implement new ideas. Innovation, on the other hand, usually means the use of these ideas.
Precisely stated, innovation is the process by which organisations use their resources and
competencies to develop new and irnpro'vecf products or find better ways to make these
new products and thus increase their effectiveness (Apple’s iPhone or RIM’s Blackberry |-
are good examples of technological innovations) Creativity is a function of knowledge, .
imagination and evaluation. The greater our knowledge, the more' ideas, patterns or’
combinations we can achieve. If you are creative, you can process the information is such
a way that the result is new, original and meaningful. Expeitise further, is the foundation
of all creative work. Dell’s understanding of art and Einstein’s knowledge of physics were |
necessary conditions for them to be able to make creative contributions i in their fields. The
potential for creat1v1ty enhances considerably when individuals have ablhtles, knowledge
proficiencies and similar expertise in their fields of endeavour. Creative behaviour results
in discovering an improved means of accomplishing our purpose.
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What is Creativity?

_ Creatrvrty is the ability to imagine or invent something new. Of course, it is not the “ability

to create out'of nothing, but the ablhty to generate new ideas by combmmg, changmg, or
reapplying existing ideas. Some creative ideas are astonishing and brilliant, whlle others
-are just simple, good practical ideas’ that no one seems to have thought of yet ‘It is also
a healthy attitude that helps people to ‘take a refreshingly fresh approach to everythmg =
" where all permutatlons -and combinations are tested to find better, improved ways’of domg
thmgs

Creativity is the product of hard mental labour, going beyond the four walls and carrying
- out those gradual alterations and refinements overa périod of time n order tofind something
that is better, improved and readily accepted by millions of people all over the globe. Itisa.
process of seeing issues from dlﬁ‘erent angles and breaking away from old rules and norms
that bind us to tradltlonal methods of accomphshmg tasks.-It allows us to be different and
helps us find new answers and solutions to problems both old and new —ina creatrve way i

v

.

What is. Creatwe Thinkmg" A LA ' ¢ s

‘- \ «% ." b KL
- Traditionally, most- class room teachmg pits emphasrs on cnncai thmkmg skrlls—that is
*the' abrllty to define a problem, 1dent1fy alternatives, pick the ‘bestpossible one following .

_appropriate cntena and 1mplement the chosen one with’ dechcatron and application. The

focus is on’ clearmg the fog and e]rmmatmg the mcorrect ways of domg thmgs Creative
thinking, on the otherhand, is the capacity t to put exrstmg ideas together innéw combinations.
It compels people to ‘remain flexible so that they can come out with.something. different.
The traditional convergent thinking IS combined with divergent thinking:in order to find
improved-and. acceptable ways.of domg thlngs -For example, convergent thmkmg would
help us find where oil could be found by’ dlggmg déep mto the ground ‘where as divergent

thinking would compel usto find oil by drgglng at, drfferent places' ¢ ‘.

. Convergem thmkmg In*convergent :thought,. we locate a problem “at the “centre”
of our focus.and then’ gather peripheral resources. to bear down on the problem, So.
then our resources- converge” on the problem. Oftén times: with convergent thinking;
there is a singie best solution that is sought. An example of convergent thinking might
involve. takmg a multiple chorce test in which there is a smgle ‘Correct” answer. The

 test-taKer brings. knowledge from outside of the problem (perhaps learned i in a course)
and converges it all onto the problem in order to’ choose the corrett answer.”

. Drvergent thinking: In divergent thinking, mstead of gathermg mformatron and
converging.it on the central problem, we branch off (diverge) and shoot for novel
ideas, new perspectives and creativity. -Instead of a single correct answer, there may
be a whole host of possrbrlmes An example of using dlvergent thmk:mg might involve’
taking an open-énded test that asks how many uses orie can lmagme for various (oﬁen
mundane) objects. What can you do with a pencil? A strmg‘? A tock?

Four leferent Approaches to Creativity - e
Creativity can be looked at-from four different angles. Let’s examine these bneﬂy

» Imagination: Creativity,is the ablhty to create something néw, a kind of a breakthrough,
a totally different way of solving'a problem. It may refer.to a revolutionary idea or a
unique solutlon coming outofabrilliant brain. Disney’s theme parksor animated movies,
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Apple’s IPod and Macintosh computer may come in this category.of revolutionary Organisation Evolution
thinking .changing the course of history. Of coufse, creativity is not’ the ability to and Sustenance
create out of nothing but the-ability to generate new ideas by combining, changmg or
reapplying existing ideas. Some creative ideas are astomshmgly different refreshmgly g
fresh and absolutely t bnlhant while others are just simple, good and practical: tdeas that| ..
no one seems to have even 1rnag1ned as yet ‘The vegetarian. ‘toothpaste,’ the one: rupee '
sachets fall in this category. Radically different solutions and revolutlonary approaches
generally emerge when people begm to think * out of the box

For example, 'the evolutionary technology in ﬁghrmg termites eating away at houses | - .
has been to devet'op safer and faster .pesticides and. gasses to kill them.- A somewhat
revo!unonary change has been to abandon gasses altogether i in favourof hqmd mtrogen LT
-which freezes them to death or microwaves, which bake them. A truly revo!uttona;y ' :
creative idea-would be to ask, “How can.we prevent them from gatirig houses in the first '
place?” 4 new termite bait that is piaced in the ground ina perrmerer around a house
*provides.one answer to this question. e

. Impmvement. As mentioned above, by i improving the’ éxisting processes or functions, [ § R
one mlght be able to come out with a new idea that might change the course of history. | '
Many a time, new ideas stem' from other. ideas, new- solﬁtlons from previous ones, the |}
new ones slightly 1mproved over the old ones. ‘For example, someone noticed that a lot |
of people on dates went first to dinner and then to the theater. Why not combine these |*
two events into one? Thus, the dinner theater where people go first to eat'and then to
see a play or other entertainment. Ray Kroc bought out.a‘restaurant in San Bernardino,
California from the McDonald brothers and by creatwely changmg the way hamburgers.
were made and served, he created the largest’ food service company in the world. He
did not invent fast food — whlle Castle and Dairy.Queen had long been established —
but he changed the processes By creatlng a limited menu, following standardtzed and
uniform cooking procedures, ensuring consistent quainy and cleanliness of facilities
irrespective of locatlon and by oﬂ'ermg food in an inexpensive way Ray Kroc brought _
a major revolution in the fast food industry through the McDonald’s brand r

The evolutionary or mcremental method of creativity also reminds us of that important
pnncnple Every problem that has been solved can be solved again in a better way.
Creative thinkers do not subscnbe to.the idea that once a problem has been solved, it | ,
can be forgotten or;to the notion that “if it ain’t broke, don’t fix jt.” A creative thinker’s
philosophy is that “there is no such thing as an insignificant improvement.”

»  Investment: Creatwrty, many a time, could mean meeting the problems head on, adopt g
a competitive posture and focus on getting things done in a faster and much better way.
Putting the critical resources to best advantage———m a disciplined manner consistently-- -
in order to stay ahead.of competmon may bnng in ‘mbeatable competitive advantage |
to some firms in:this economic jungle. The classic fight between Honda and Yamaha
illustrate this point very clearly. The industry leader in motor cycles, Honda, decided to | ..
step out of Japan in 1970s with a view to conquer the world. Yamaha saw an opportunity

~ to hit back the market leader and began attackmg the Honda’s space through aggresswe
> marketing campa:gns Honda retaliated almost’ mstantaneously The punch lme was:”
Yamaha ‘two ‘tubusu” mearing we ‘will smash, break, annihilateé, destroy Yamaha..

‘Honda introduced moré than 100 new. models to outsmart Yamaha and-won the war’
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of words, wits and nerves in. a battle spanning over 10 years. Yamaha, consequently, -
‘had to retrace its steps and seftle for the second position. Honda’s approach to win
over customers typically reflects the approach to creativity through invéstment—that is
rapid response, competitive maneuvering and being the first mover.

o Incubation: According to this approach creativity is the result of teamwork
involvement and coordination among individuals. When people work together, when
they understand each other -and work toward a common goal and when they are fully
empowered, they are in a better position to come out with something radically different,
novél and even exciting. Creativity is nothing but ‘common men doing uncommon

- things’ Like Mahatma Gandhi waging a relentiess war against the mighty British empire
single. handedly by miébilizing networks of people to pursue a clear set of goals where
gveryone had a stake. Quit-India, Salt March, and other non-violent protests excited
millions to join the network created by Gandhi, pass through the impregnable walls
built by the British and achieve a miracle in modern history. When human interactions
are facilitated and encouraged, the result would be something that the world has never
w:tnessed before!

5.12. THE CREATIVE PROCESS

| Although creative people often report.that’ ideas seem to ‘come to them ‘in a flash’
-individual Creativity tends to progress through a series of mterconnected stages (though

not sequentialty, of course)

-o  Preparation and Concentration: This stage involves gathering initial information;..
defining the problern or task requmng creativity, generating alternatives, and seeking * -

and carefully analyzmg further data relating to the problem. Here the individual becomes
thoroughly immersed in every relevant aspect of the problem. He will tend to recall and
_collect information that seems appropriate, dreaming up possible altematlves without -
refining or evaluating them. For complex technical problems, the search process many
take months or even years.

.o Incubation: This stage involves an internal and Janconscious ordenng of gathered

_information. This stage may involve an unconscious personal conflict between what is

currently accepted as reality and what may be possible. Relaxing, sometimes away from

_the scene of action, and allowing the mind fo search for possible issues or problems is

ealied for, This stage calls for dwergent thmkmg to expiore unusual, novel, innovative
© alternatives.

o Illumination: At this stage a new. level of insight is achleved often through a sudden
breakthrough in ‘eureka’ fashion. The new imaginative 1dea ﬂashes into the individual’s
mind at an unexpected time, perhaps while waking up, gomg to sleep, eating or jogging.
Experienced creative people often carry idea notebooks to record quickly these flashes
- of insight. Insight is a spontaneous breakthrough in which the creative person achieves
a new understanding of some problern or s:tuatlon It represents a coming together of

~all the scattered thoughts and ideas that were maturmg during incubation. It may occur
~ suddenly or develop slowly over time. it could be triggered by ‘an extemal event or -
provoked by internal, zigzag thought processes.
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* Verification: This stage involves testlng the ideas fo establish the vahdlty of the’ 1n51ght Organisation Evofunon
_ Here, logical thinking is required to evaluate the solution. Ifthe solution does not appear end Sustenance’
 feasible, it may be necessary.to cycle back through all or sor\ne of the pervious steps. ' _
Tenacity may be- needed here since most novel. 1deas are rejected at first on grounds : g
“of 1mpract1caltty Many inventions and.books that later proved to be huge. successes NOTES )
were at first rejected by several sources. Gone with the wind and Xerography are two . :

hlstonca!ly important cases in this regard. AR v

'y

5.13 INNOVATION | — | | ' :

The abtllty to‘'innovate is a v1tal core strength that a manager must possess in order to burld
a growing; profitable organisation. Innovatton is a high risk, high-teturn area that cannot |
be put aside easily.. To. promote a culture of innovation, entrepreneurs must-try to set goals .
for.innovation, commit adéquate funds: for research and development inspire people with
ideas to’ realize their potential fully, focus on, what the customer actua] likes and demands -~
and more, 1mportantly, do not get rattled by failure and mistakés. At the end of the day,-

. entrepreneurs must realize that innovation is like skydiving — funny; scary and tisky. They g
must know when to stop and when to go all out dymg for an idea. To survive and flourish in - -
a competmve environment, every company-must innovate. In the long run, mnovatlon could
be essential for creating and sustaining competitive gains. lnnovatton broadly speaking,
may: mvolve explorttng existing capabllmes of an organlsatlon - to improve productton A
speed or product qualtty It may involve explormg new knowledge — seeking to develop
" new products or services. Innovative firms must mvanably invest their time and T€SOUIces
. in order to encourage employees to experiment and. find novel ways.of domg things.

Deﬁnltlon . L T T
_ Innovation'is the process of creating and 1mplement1ng a new idea. It'is the means |
by which entrepreneurs become catalysts for change. The main-difference between |
creativity and innovation is the focus. Creativity is about the unleashing the potential | ;
of the mmd to conceive new, unusual. or original-ideas. Innovation.is the .work '
camed out in order to make an idea viable. It is the creation of something that has _
never been made before and is generally recognised as the product of some unique
. insight. Because new. ideas can take many forms, many types of innovation are | .
posmble Techmcal innovation is the creation of new products and services. Process.
innovation involves cfeating'a new. means of producing, selling and or distributing
-an existing product or-service. Administrative innovation takes place when creation
ofa new organisation, desrgn better supports the creation; production’ and delivery of _ ;
products and services (vrrtual teams, IT systems etc). Innovations in‘organisations
can range from radlcal new breakthroughs (such as laser technology) 10 small,
incremental improverent (such-as an. 1mproved paper tray on a computer prmter)
Although radical advances are important to’ many firms, incrémental improvements'| ' a
also can be beneficial. J apanese firms are known for their ability to enhance products-
and services through a. vanety.of small, incremental 1mprovements For example at |.
the Japan-based Matsushlta Electric Industrial company. a team of. 100 technicians, L

e

"
vt

Self-iristructional Material 105
2 . ' B




Organisational Theory,
Design and Devefopment

NOTES

106 Self-instructional Material

e

PhD scientists and factory engineers persisted for 8 years before developing.
an improved glass lens for use in pro_|ect10n televisions and several laser-based
products, such as videodisc systems and compact disk-players. Moreover, the new
lenses .can be made- for 90 per cent less than-the cost of existing lenses. Thus,
a relatively modest goal-improving a component in successful products-led to a
rapidly expanding: market share for the company, espeelally for use in compact disk
players. .

The Innovation Process P LT s
To put everythmg in place, firms may have to take care of the followmg steps '

1. Inventing: The ininovation process begins vnth an idea. To this end, ﬁrms must
encourage people to come forward with different ideas—crazy ones, silly ones, even®

“  jdiotic'onés. These ideas could take up anything that helps in cutting costs, improving
the speed, enhancing the quality—whatever. Technology ideas could: include ideas
like employing bar coding or better management of inventory or reachmg ‘out to
global customers through speed and efficiency. Product ideas could cover.inventions
of new products or services or enhancement of existing ones. Process ideas focus on
inventions for improving - manufacturing processes. For example adopting products’
to make a manufacturing process more efficient or redemgmng work stations.to
make workers tiore productive. Management ideas focus' attention on ways and '
means to improve organisational work——covering issues such as improving human
resource management, redesigning orgamsatlona! structure, changing orgamsatlonal
leadership or refining competitive strategy.

2. Developing: Here the new idea takes a practlcal shape. Ideas that are not vmble should

* ‘not be pursued for longer periods, of time. Even if the ideas are creative and- novel L h

they must be sent to their bur;al grounds snmply because they are not commercmlly
viable. The world famouss innovative company 3M encourages people to give their
best. It has achieved this fame through a formal, snmple and well established company
policy that helps to assure that every idea-that deserves to be developed is indeed
developed. This policy encourages employees to see if managers in other parts of the
company will help to develop a new idea after the emp!oyee s immediate boss has
.rejected it. "

w
by

Diffusing: At this stage end users and consumers put the new idea to use. When the:
idea-gets established and is developed step by step, it needs to be seen whether it~
actually. works or not. So orgamsat:on members who would be affected by the idea
would explore it further'to find out its utility and worth. End users could be approached
with a prototype of the- product to find their reactions. A posntwe customer ‘feedback
would help the company decide whether to go further or-to stop at this. stage itself.

4, Integrating: Here the invention is being accepted and established as a permanent
part of the organisation. If the invention focuses on a new organisational process,
for example? management takes steps to make the new process standard operating
procedure within-the organisation. If the invention focuses on a new ‘product;
management takes steps to start manufactunng and selhng the new product to the

market place.. - : ; v,

T
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To balance mnovatlon and other business goals, compames often cnfeate spec1a1 temporary - . Organisation Evolution
project structures.that are isofated from the rest of the organisation and allowed to operate ‘and Sustenance
-under a dlﬁ'erent set of rules. When Apple, for example developed the Macintosh, Steve

Jobs took‘a small group of ¥ young engineers and programimes and set up operations apart o

from the remamder of the plant. They started from scratch, trying to rethink the personal NOTES
computer’ c0mpletely A’pirate’s flag was flown over their operation to demonstrate that.
‘they were not part of the reguiar bureaucratic operating structure and defined conventional
rules. The resuit was a very successful new product Some of the most commonly ¢ited

features of an lnnovatlve company may be listed thus: . ’
] b )

Features of Innovative Organisations L3 T -

»  Strong, clearly expresséd shared values
;e An’apprecmtlon offfor the whole individual and everythlng s/he can-bring to the

Forgamsatlon e , | . ’
. Cultures that encourage openness and playfuiness
o Celebrate successes constantly >
- Astrong, clearly communicated sense of history *~ h >

s.h

+ e Intense customer focus -

o~ Clear focus on trends, even those that do not seem to directly effect curijentl
businesses 4

Lo

s Cross-functional teams é

514 ‘SUMMARY
"« » Decision making is an essential and- important part of every manager’s job. Whatevera
manager does, he does through decision making only.
¢ Managerial decisions are -usually classified into there categories: Basic and routine
decisions; personal and orgamsatlonal decistons; programmed and unprogrammed
decisions. 5 -

. . The decision making . process consists of a series of steps: awareness of a problem,
statement of the problem, developing aiterna1ti\{es, evaluating alternatives, 'selecting the
" b best alternative, implementing and verifying the decision. :

¢ Individual decision making is built around three models. According to the Rational
Economic Model, the -decision maker ‘is* believed :to ‘make decisions that would
« maximize his advantage by searching and evaluating-all possible states-that instead of
-searching for and.choosing the best alternative; many. managers-accept deécisions that
-are only ‘good enough’: The polmcal model states that-managers try to form alliances

and gain support through persuasion while resolvmg unique problems. .

e Groups play a useful role in solving complex problems, Group deciSion mhking is
marked by four distinguishing features such as  conformity, groupthink, superiority and ' ' '

. risky shift. They:use number of techmques such as brain storming, synectics, nominal |
group.technique and the Delphi technique to generate as many alternatives as possible—
discussed in an earlier chapter.
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Creatwnty is the ability to imagine or. invent something new, Apart from originality or

" newness, ideas must be useful, and acﬁﬂpab,l,e‘ Creative thinking, prec:sely, emphasrzes
‘this=— that of clearmg the rfog and. ellmmatmg incorrect ways of doing. thmgs It tries
to put’ 1deas in new combinations: There .are four different approaches to’ creatnvrty
namely, 1magmatlon, improvement, mvestment and mc!;atlon Lateral tbmkmg he!ps
in generating as many ideas as possible by srmply brea'kmg out of the concept pnsons
of old ideas. By changing your aititude and approach you are able to get'to the root of -
the:problem quickly- and find new, novel and out of the blue kind of solutlons—-usmg '
the right part of the brain instead of the- analytical, more logical part. of the brain,
Brainstorming; synectics, nominal group technique, and the Delphi techmque are some
of the most popular ways of ; generatmg creative'ideas, -

'Innovation is the process of creating and implementing a new idea, Organising for
innovation involves unleashing the- creative . energles of. employees while directing
theit efforts toward meeting market needs in a: timely manner. Compames can unleash
creativity by .establishing a culture that values intrapreneurship, accepts and even
celebrates failure as a sign of innovation, and reinforces i innovation through goal setting
rewards and stories of creative employees. Of course, the organisation structuré should
balance bureaucracy for controlling existing processes with a flexibility that-permits
innovation to take place like it happened in the case of Apple

- 5‘;15 REVIEW.QUE_S’I-‘[ONS | | e
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1. Define ‘decisidn-making' What is tl-re importance of decision-maicingQ
2."What are the different decisions.made by managers at different levels in the

. organisation? - v C ¥

3. Explain the decision-making process in organisations. -

4. What do you mean by the term ‘bounded rationality’? What are the factors leadmg to
bounded rationality and satisficing decisions? -

5. Point out the advantages and drsadvantages of Group DecisionaMaking. "

6:. Briefly point out the group decision-making techniques.

7 Discuss various decision situations that -can be dealt with by managers while
" performing the function of decision-making.

8. What do you'mean by the decmlon-maklng under certainty?

9. DlStll‘lgl.llSh between decision-making under risk and decmon-makmg under
arnblgulty o ; L

1

I
Al

10. Managers cannot be rational decision makers in real life’. Dlscuss s

11. What is the dlﬁ'erence between d:vergent and convergent. !hlnkmg, and what is their

relationship to the rocess, of creativity?
P P ! T 2¥erege

v| 12. Explain the basics of creatmty Elaborate the ways of improving creative abilities.
13. Define ‘creativity’. What do you mean by creative thinking? how does it differ from

tradltlonal thinking?' . s

.

14. Describe the elements of an innovative orgamsatlon « 0t
-15. Explain the various approaches to creatmty THustraté through examples.
|16 Explam the various elements of innovation;. usmg examples wherever nécessary.

.
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iy 16 "CR[TICAL THINKING QUESTIONS - e caotulon
1. List three: programmed and lh?emon-programmed declsrons that the manager of a
N ,__"_._ mght chib would probably hav :

s v Ly ¢ NOTES
R 2 Was your decnsnon ;about the college or, umvenslty you- want to attend a rational | y

- w‘r\’ ’ decmnon? Did you go through each step in rataonal declslon-makmg? I not, why not?

ks 3 What techmques could you use to improve your own creativity and,eﬁ‘ectweness in' S
dectsnon-makmg" pa ot = L

; '4 Dld your declsum to enroll in your college. management 1nst1tute involve certamty,- :
,'r
§

-

&5 “risk or uncertamty" Explain your answer. L

Innovation réquires allowing people to make mnstakcs However being wrong too
* many times an be fatal: Do you agree? Why or why, not" What are the tmpllcattons
for nurturing innovation? - & '

. I .- - ¥ s vl b
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5.13 CASESTUDY . I

i

Work and Life Inseparable Twins- ‘ Aowl b

Mrs, Maya has been’ working - in- the. Adm:mstratlon department in Keyl:fe hospttal
as-executive assistant in Noida for the- last 10 years. She:is considered to. be 'a sincere, .
hardworking and dedicated employee. She has excellent rapport with her colleagues. Her ) .
- seniors consider her to be a valuable and dependable person. Her mentonous performance '
over the years did not go unnoticed. About 10 months ago, she was picked up for promotion
to the next rank of a Manager Admlnlstranon Everyone congratulated her and felt very
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happy that a truly desefving candidate got the elevation, They have promised her full

support and cooperation-and wished her-good-luck-when she hosted a party in-a-nearby
'3:star hotel. N, SR f LR B , _

. Mays’s tenure as a Manager was really good: She took pefsonal care fo attend to all

| customer queries and-complaints, She would see to it that no‘one leaves the premises in

 an-unhappy mood. She would go to every staff mefnber every day-and inquire about the
daily happenings. She introduced tea breaks afier every 2 hours with.a.view to cheer up
stressed staff members. Customers find her with a smile always and the.feedback reports
from customers as well as colleagues had been very good'all along. Since she became the

Manager, the absenteeism had come down by over 30 per cent. She had proved to be a very

| good pdr_n,inis(u'atbr by sending clear communications to al! and clarifying things whenever’
required. She would -attend all meetings diligently, take nates carefully and report the
actions taken in her next meeting with colleagues. ‘

‘No one had any clue as to why of lase her behaviour had taken.a curious fum, especially
after aitending the Birthday party hosted by another colleagué when she was biessed with
twins..When she attended the party she did not show any signs of unhappiness.:But in the
ensuing week, she went on leave reporting: sickness. Thereafter, her. behaviour ‘changed

' completely. .On most occasions, she was the first to step in and the last to leave from the

“hospital ever since she became the Manager. Of late she started reporting late and quite
frequently. She would remain in her.own private world, She.did not greet people like she
did previously. Her interest in customer complaints and queries seemed to have gone down
considerably, as she started delegating the work to her junior. Last week she was supposed
1o déliver a document examining the pros and cons of establishing a similar hospital in
places like Detlhi, Faridabad and Gurgaon. Shé missed the deadliné and did not produce
the ddciiment before’ the Committee members. Her commanications with cofleagués had

taken a big hit. She was not moving out of her room as before and mostly seem to bombard
herself with files all over the table — pretending to do something importait all'the while.

e  Early today Mr. Joy, Director, Operations had a talk with-the in hoise psychiatrist
explaining Maya’s peculiar behaviour during the last couple of weeks. The Psychiatrist,
Dr. Hari felt that Maya might be doing too.many things at a time. Mr. Joy wanted
Dr..Hari to speak to.Maya and find out whether she had any issues at home that are
coming in the-way of discharging her duties like before: It was of course known to
éveryone that Maya got married 20 years back but not blessed with any. kids so far.
Mr. Joy felt that she needed some counseliing from people like Dr. Hari before she
became a mental wreck. Dr. Hari promised to set things in place by speaking to Maya.

' almost immediately. . T : .

. , : : { 4

-Questions . - - e -
1. What are some of the symptoms of overload?- R A N N -

2. Does Mrs. Maya seem to suffer from working conditions? Explﬁiﬁ your regsons.

3. .Given this information do you think that there might be marital problems at her home
that are affecting her.work? Could it also be that her work is affecting her family life
that is further affecting her work? Justify your speculation. _ &
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