15.4.6 Compensation and Benefits

The. bulk of your employee’s earnings-should come. from a-base salafy
competltwe with the pay offered by other similar local firms. It may
be possible to supplement the. base salary with some form of incentive,
such as a small commission or quote bonus plan. Try to relate the
incentive to both your goals of your employees. Whatever plan you
use, be.sure each employeé¢ understands it completely.

15.4.7 ‘Employee Assistance

‘Each employee is unique in character, personality, expectation and

temperament. By ‘and large .each one of them faces problems every

day. Some are personal some are official. In either case he remains
worned such worries must be removed to make him more productive
and happy. Counsahng is one such step.

15.4.8 Umon/Labour Relations

This is very important for enhancing the productivity in'an orgamzatlon _

This is one of the important areas of' personnel management

15.4.9 Personnel Research and Information Systems

This areas is concerned with, a systematic iﬁquir.y into any aspect of
the broad question of how to make more effective an organization’s
personnel programmes recruitment, selectidﬁ development, utilization
off, and accommodation to, human resources. Procedures and. pohc1es

and ﬁndmgs submltted ‘to the top executive. Data relating to quality,

wages, productl\rlt){, grlevances absenteeism, labouruturnover, strikes,
lock-outs, acciderts, etc. which are collected and supplied to the top
management so that it may review, alter or improve exlstlng personnel

policies, programmes and procedures. Morale and Attitude - surveys.

v ~

15.5 OBJECTIVS OF PERSONNEL MANAGEMENT

The following are the obJectlves of personnel manag’ement
1. Study the requirement of occupatmn
Development of recruitment procedure.

2

3., Dévelopment of Management Information- Systems (MIS)
4. Forecasting of future requirement,‘recruitment, training.
5

Periodical appraisals by means of questionnaires, interviews,

sseminars contests, etc. to insure the most complete development

and most efficient use of individual’s ability.
, -
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6. Development and use of tests and other refined techmques in
the. specific placement of workers and executives. v

Formulation of best methods of human energy.

8. Determination .of optimal conditions of work with clear cut job
description. -

9. Analysis of characteristics of individual organizations for .the
determination of the type or types that is best adaptive to serve
both the economic, social and broadly human objectives of individual
organization. _ - ' :

10. Examination and control of motivating forces in the case of both '
workers and executive which influence the- harmonious- relations-

in the industrial situations.

15.6 TRAINING—INTRODUCTION s

Training makes the employees more éffective and productive on their
present jobs. Als6 it provides opportunities to employees in acquiring
appropriate attitudes and in devéloping skills which will. enable them
to occupy higher places in the organization. An employee’s success at
a given job. largely depends upon his positive response to training and

his willingness to accept- mstructmn and gain the techniques and skills.
" required performing the job at an acceptable level of efficiency.

15 7 NEED FOR TRAINING

The need for training in part. depends upon the company’s selection and
promotion policies. Companies that attempt to employ only people who
already have the needed skills, place less emphasis on, training. On the
other hand, firms.that stress promotion from within may have to take
special steps to ensure that employee develop-the skills which will be
needed. Three trends have contributed, in recent years, to more attention
to the development of skill. One, fewer and fewer skills are now regarded
‘born’ that cannot be taught. It is hoped that one can learn almost all
aspects of a. job. by reading. That is why we find nowadays almost all
technical details of a job written out in the instruction manuals. Two, the

accelerated rate of 'tech.nological' change in the plant, office; and market

place—is making many skills obsolete. Workers have to be retrained to do
new tasks. Three globalization is making it increasingly essential for workers
and executives to be aware of diverse gaffes, lifestyles and attitudes of
people in other countries. They need to learn many things such as how to
introduce oneself before a foreign client, converse and negotiate, talk on

" telephone, use-body language and so on.




r

15.8 OBJECTIVES OF TRAINING

The major ob_]ectwes of tralnmg are as follows: . _,l
(a) To train the employee in the company culture: pattern
(b) To train the employee toincrease his quantity and quality of output.
(¢) To train the employee for promotion to higher jobs.
(d) To train the employee to avoid ‘social mistakes.
. (&) To train the employee toward better job adjustment and high morale.

) To reduce su’pervi'sion wastages and accidents.

15.9 IMPORTANCE OF TRAINING

Training and development programmes, help to remove performance,
deficiencies in employees: This is partiéularly -.true when,

‘1. the deficiency. is caused by a lack of ability rather than a lack |

of motivation to perform. ‘

2. 'The individual(s) involved have the aptitude and motlvatlon needed
to-learn to do the job better, and

3. Supervisors and peers are supportive of the desired behaviours.
There is greater stability, flexibility and capa&it)_' growth in an‘organization.
Training contributes to employee stability in a least'two ways. Employees

become efficient after undergomg training. Efficient employees contribute
to the growth of the orgamzatlon Growth reader’s stability to the

work force. Further trained employees tend to stay with the organization.

They seldom leave the company training makes the employees versatile
in operations. Fle)nb1hty 18, therefore, ensured. Growth 1nd1cates prosperity,
which is reflected in increased profits from year to year Accidents,
scrap and damage to machinery and equipment can be avoided or minimized
through training. Further needs of employees will be. met through
training and development programmes?

~

15.10 RESPONSIBILITY FOR TRAINING

Training is the responsibility of four main groups.
1. The top management, which frames the training policy.

2. The personnel management departlment_, which plans, establishes
and evaluates instructionpal programmes.

3. Supervisors, who implement and apply developmental procedure,
and

4. Employees who provide feedback, revision and suggestions for
corporate educatlonal endeavors.
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15.11 PRINCIPLES OF TRAINING

1. Top,mahagement should give high priority and take personal interest
and decide upon the training policy based on organizational objective.

2. Managerial and supervisory personnel must be made to involve
and should be impressed upon regardin'g the benefits of training.

3. Training programmeé must be need-onented and ‘be accepted to all

concerned.

4. Selection of tralnees must be made on the basm of interest in the
leaving and ‘acquiring skill process.

5. Duration must be short enough to spare the employees without
hampering regular/normal work. )

6. The number of participants limited to 15 or 20 in order that they

. can interact and take active part in the programime.

7. As far as possible supervisor officers of the. trainees should not be
present in the training are to enable the trdinees to express then
ideas and opinion freely. .

8. Training must be arranged outside the industry and the participants
freed mentally and: physically from the routine duties.

9. Regular follow-up procedure to evaluate the usefulness of the course
as well as trainees programme.

15.12 TRAINING METHODS

As a result of research in the field of training, a number of programmes
are available. Some of these are new methods, while others are improvements
over the traditional. methods. The trammg programmes commonly used
to train operative and supervisory personnel are discussed below. These
programmes are ctassified into on-the job and off-the job training programmes.

15.12.1 .On-The-Job-Training Methods

This type of training, also known as job instruction training, is the most
commonly used methods. Under this method, the individual is placed on
a regular job and taught the skills 'necessary to perform that job. The

‘trainee learns under the supervision and guidance of a- qualified worker

or instructor. On-the-job training has the advantage of offering first hand
knowledge and experience under the actual work;ng conditions. On-the-
job training methods include job rotation,- coaching, job instruction or
training through step-by-step and committee assignments.

15.12.1.1 Job Rotution

This type of training involves the movement of the trainee from one job
to another. The trainee receives' jéb knowledge and gains experience




-

from his supervisor or trainer in each of the different jobs assignment.
Though this type of training i common in training, managers for general
management positions, trainees can also be rotated .from job-to-job in
workship jobs. This method é‘ives an opportunity to the trainee to
understand the problems of employee on other jobs and respect them.
15.12,1.2 Coaching

-

The trainee is placed under a particular supervisor who functions -as’

-a’coach’ in training the individual. The sg'pervisor provides feedback
to the trainee on his performance and offers him some s'i:ggestions_ for
improvement. Often the'trainee shares some of the duties and
respansibilities of the coach and relieves.him of his burden. A limitation
of this method of training is that the trainee may not have the freedom
or opportunity to express his own ideas.

15.12.1.3 Job Instruction
This method is also known a.s_. training through step by step. Under

this method, trainer explains the trainee the way of deing the jobs, job

knowlédge and skills and allows him to do the job.
15.12.1.4 Committee Assignments

Under the committee assignmentl, group of trainees are given and asked
to solve an actual organizational problem. The trainees solve the problem
» jointly. It develops team work.

15.12.2 Off-The-J ob-Training Metheds

Under this method of training, trainee is separated from the job situation
and his attention is focused upon learning the material related to his
future job performance. Since- the trainee 'is' hot distracted by job

requirements, he can place his entire concentration on learning the

job rather than spending his time in performing it. fI‘here is an opportunity
for freedom of expression for the trainees. Off-the-job training methods
are as follows:

15.12.2.1 Vestibule Training

In this method; actual work -conditions are simulated in a-classroom. |.

Material, files and equipment, those dre used in actual jobs performance

are also used in training. This type of training is commonly used for’

training personnel for clerical and semi-skilled jobs. The duration of
this training ranges from a few days to a few weeks. Theory can be
related to ‘practise in this method.

15.12,.2.2 Role Playi(zg

It is defined as a ‘methed of human interaction that involves realistic
behaviour in imaginary situations. This method of training involves
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action, doing and practice. This method is-mostly used for developing
interpersonal interactions and relations.

15.12.2.8 Lecture Method

The lecture is a traditional and direct method of instruction. The instructor
organizes the material and gives it to a group of trainees in the form of

| a talk. To be effective, the lecture must motivate and create interest

among the tra_fhe_esf “The major limitation of the lecture method is does
not provide for transfer of training effectively.

15.12.2.4 Conference or Discussion : -

It is a method in training the clerical, professional and supervisory personnel.
This method involves a group of people who pose ideas, examine and
share facts, ideas and data, test éssumptions, and draw conclusions, all
of which contribute to the improvement of job performance. Discussion
has the distinct advantage over the lecture method in that the discussion

‘involves two-way comimunication and hence, feed back is provided. The

participants feel free to speak i in small groups. The success of this method
depends on the leadership. quahtles of the person, who leads the group.

15.12.2.5 Programmed Instruction -

In recent years, this method has become popular. The subject matter to
be learned is presented in a series of carefully planned sequential units.
These units are arranged from simple to more complex levels of instruction.
The trainee goes through these units by answering’ questions or filling
the blanks. This method is expensive and time consuming.

15.13 STEPS IN TRAINING PROGRAMMES

Training programmes are a costly affair, and a time consuming process..
Therefore, they need to be drafted very carefully. Usually in the organization
of training programmes, the following steps are cons:dered necessary.

1. Discovering or identifying the. training needs '
Getting ready for the job _-’;__-"‘35'-—+- . . -

.. Preparation of the learner”

2
3
4. Presentation of operation and knowledge
5. Performance try-out

6

Follow-up and Evaluation of the. programme

15.13.1 Discovering or Identifying Training Needs

A training programme should be’ established only when it is felt that it
would assist in the solution of specific operational problems. The most




*u

important step, in the first place, is to make a thorough analysis of the Human Resource

. . o . . Management
entire organization, its” operations and manpower resources available
'in order to find out “the trouble spots” where training may be needed.
Identification of training needs must contain three types of a'nalyées
are organizational analysis, operations.analysis and man analysis. NOTES
" Organizational analysis centre -primarily upon the determination of . .

the organizations goals, its resources, and the allocation of the resources
as they relate to the organizational goals. The analysis of the organizational
goals establishes the framework in which, training needs can be defined
more clearly. '

Operational ana{l)?sis focuses on the task,dr Job regardless of the employee
doing the job.. This analysis includes the determination of the worker
must do the specific worker behaviour requitred, if- the job is to be
performed effectively.

Man analysis reviews the knowledge, aj:titude;, and skills of the incumbent
in each position. and determines ‘what knowledge; attitudes or skills
he must acquire and what alterations in ‘his behaviours he must make -
if he is to contribute satlsfactorlly to.the attainment of organizational

objectives,
X

. 15.13.2 Geeting Ready foi the Job

Under this step, it is to be decided who is to.be trained, the newcomer
or the older employee, or the supervisory staff, or all of* them selected
from -different. departments. The trainer has to be prepared for the
job, for he is the key figure in the entire programme.

15.13.3 Preparation of the Learner
FoIlowing are the steps involi‘red. in the preparation of the learner:
(a) in puttlng the learners at ease.

(b} in stating the importance and 1ngredlents of the job, and its -
relationship to- work flow.

(¢) i explaining why he is being taught.

(d) in creating interest and encouraging questions, finding out what
the learner already knows about his job or other jobs."

(e} in explaining the why of the whole job and relatmg it to some
_]ob the worker already knows.

(f) in placing the learners asclose to his normal working position
as possible.

LY

(g) in familiarizing him with the equipment, materials, tools and |
trade terms. )
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15.13.4 Presentation of Operation and Knowledge

This is the most important step in a training programme.. The trainer

. 8hould clearly tell show, illustrate and question in order to put over the

new knowledge and operatlons The learner should be told of the sequence
of the entire job, and why each step in its performance necessary. Instructions ]
should be given clearly, completely and patiently; there should be an
emphasis on key points and one'point should be explained at a time. For
this purpose, the trainer should demonstrate or make use of audio-visual
aids and should ask the trainee to repeat the operations. He silould also
be encouraged to ask questions in order to indicate that he really knows
and understands the job. :

15.13.5 Performance Try Out | | R

| Under this, the trainee’ is asked: to go through the _]Ob several tlmes

slowly, explammg, him each step Mistakes are corrected, and if necessary,

,some compllcated steps are done for “the trainee the first time. The

trainee is asked to do the job, gradually building up skill and speed. As
soon as the trainee demeonstrates that he can do the job in a right way,
he is put on his own, but not abandoned_'.

15.13.6 Follow-up

This step is nundertaken with a view to testing the effectiveness of training

efforts; This consists in:

(a) Put*mg a tramee “on his own” .

(b} Checking frequently to be sure that he has followed mstructlons
and - ’

(t:) Tapering off extra supervi_sion and close follow-up until he'is qua‘lilﬁed
to work with normal supervision: It is worth femembering_ that if
the learner hasn’t learnt, the teacher hasnt taught.

15 14 IMPLEMENTATION OF THE TRAINING
PROGRAMME

Once the training programme has been designed, it needs to be implemented. -
Implementation is beset with certain problems. In the first place, most
managers are action-oriented erid frequently say they are too busy -to.
engage in training éfforts. Secondly, availability of trainers is a problem.
In addition to possessing communication skills, the trainers must know
the compahy;s philosophy; its objectives, its formal and informal organizetjon,
and the goals of training programme. Training and development requires '
a higher degree of_creativity than, perhaps, any other personnel specialty.




Programme implementation involves action on the following lines:
(a) D'eciding‘the location and organizing training and other facilitigs
(b) Scheduling the training;' programme
(¢) Ceonducting the prograr;me. ‘

(d) Monitoring the progress of trainees

15.15 EVALUATION OF TRAINING PROGRAMME

Evaluation is an essential feature of all programmes for the .;rainin:g
of employees. The concept of evaluation is most commonly interpreted
in determining the effectiveness of 'a programme in relation_to its
objectives.

Evaluation can be done for various purposes. The evaluator should be

clear about why he has been asked ‘to evaluate tralnmg Evaluation of .

trammg programme may be -done.

1. To increase effectiveness of the training - ‘programme while it is
going on. M

2. To increase the effectiveness of the programmes to be held. next
time.

~+ 3. To help participﬁnts to get the feedback for their Improvement

and efficient.

4. To find out to what extent the training objectives are achieved.

-

'15.16 EFFECTIVE MANAGEMENT N

. |
The basic objective of management functions and techniques is to make
one an e_ffective"managqr. The organizations require effective managers
because these bears cost for employing them: However, the basic quéstion
is: who'is an effective manager? From, this point of view, one must

‘identify the.various characteristics of effective nianagers s0 that attempts

are made to correlate the various functions of management for achieving
effectiveness.

Truly speak:ng, the concept and criteria of effectiveness are quite
debatable points in management. Effectiveness is not one-dimensional
conicept that ‘can be measured and predicted from. a set of clear-cut
criteria. However, managerial effectiveness can be defined mostly in
terms of orgamzatmna] goal- achlevmg behaviour.

15.16.1 Effectiveness and Efficiency

Often a cor_;fusio'n arises .between effectiveness and efficiency as both
these terms are used quite closely and, sometimes, interchangeably,
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though both these denote different states of affairs. For example, Barnard
has viewed that: oo

“Organization effectiveness -is the degree to which operative goals have

been attamed while the concept of efficiency represents the costfbeneﬁt

rate mcurred in the pursuit of these goals”. -

Thus, effectiveness is related-to goals which is externally focused. Efﬁmency
is used in engineering way ‘and it refers to the relationship between
input and output. This denotes how much inputs have been used to
produce certain amount-of outputs. It is.not necessary that both go
together always. For example, Barnard says that, “When unsought
consequences are irivial, or insignificant, effective action Is efficient:
when unsought.consequences are not trivial, effective action may be inefficient”.
These may be three types of situations:

1. An organization may be efficient but.may not be effective.

2. An organization ‘may be effective but may not be effective.

3. An organization may both efficient and effective.

In the first situation, the organization may be efficient but it may not
be .effective because efficiency refers to -internal conversmn processes
whereas effectiveness reﬂects external phenomenon. ;

In the second situation, an organization, may };?e effective at a point of

' time without being efficient. It may not be efficient but because of the

external environment, it may earn profit and .show effectiveness.

In the third situation, an organization may be efficient and effective
both .at the same time. Many types of organizations may fall under this
category, and this is the situation which is required for the long-t'erm
survival of organization. It is in this situation that people tend to use®
efficiency and effectiveness interchangeably.

15.16.2 Effectiveness Manager

An effective manager is one who is positive in his personality, that is,
what type of person he is, his managerial process, and results of his
managerial process, although all these are interdependent.

1 The Person. The Basic question in this context is what types of
persons are most likely to become effective managers, and what
types fail? There are various such studies to suggest the possnble
perSOnal gualities of a successful manager.

2. The Process: Managerial efféctiveness depends upon the managerial
process involved in managing the affairs of the organization. In
‘this category, there is a long list, because it is" not just possible
to specify here the behaviour of a manager as related to his
various functions. However; the following are some of the important
behaviours of effective managers,




-

(i) They
(ii) They
(iii) They

(iv) They derive decision by group consensus but accept responsibility.

manage people instead of work.
plan and organize effectively.

set goal realistically.

for them.

(v} They
(vi) They
(vil) They
(viii} They

‘ (ix} They

(x) They
(xi) They
(xii) They

‘(xiii} They

3.

R
"

delegate frequently and effectwely i

rely on ‘others for help in solvmg problems.
commuriicate effectlvely ' o

e

are stimulus to action. S a
coordinate effectively.

cooperate -with others.

'show consistent and dependable behaviour.

win graecefuily.

express ‘hostility tactfully.

The Results: Effective managers and effective managing will
lead inevitably to good thmgs that is, the achievement of goals
for which they are working in the organization. Thus, what will
be the out_corfle depends upon 'the type of organizations they are
working for. There may be some conflict about the organizational
goals and their measurement criteria, but here it is sufficient to
say that managerial actions and behaviours must contribute to
the realization of organizational goals.

F

SUMMARY

Training and development programmes, help to remove performance |

deficiencies in employees.

On-the-job 'training.'methods include job rotation, coaching, job

instruction or training through step -by-step and ‘committee

asmgnments

A training programme should be established only when it is felt
that.it would assist in the solution of specific operational problems.

Evaluation is an -essential feature of all programmes _for the
. training of'employees. The concept of evaluation is most commonly
vlnterpreted in determining.the effectiveness of a programime in
relation to its objectlves

An effective manager is one who is positive in his personality,
that is, what type of person he is, his managerial process, and
results of his managerial process although all these are
interdependent.
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Managerial effectiveness- depends upon thé managerial process
involved in managmg the affairs of the organization.

REVIEW QUESTIONS

Are management and administration different? How will you resolve
their terminological conflict? )

What is the-nature of managment principles? How do they contnbute
in effective managing? What precautions will you take whlle applymg
management principles in practlce'?

¢
13

" What is effective management? How doeseffegﬁveness differ from

efficiency? _ _
Discuss the main characteristics of an effecitive manager.
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16.1- Introduction -

16.2 Direction Defined

‘ 16."3 Features,
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16.5 Principles of Direction
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O Summary
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16.1 INTRODUCTION

Direction represents one of the essential functions of managerent

because if 'deals with human relations. Direction” is also, frequently
and by some, labeled as ‘actuating’. Once.the organizational plans have
.been laid down, the structure being designed, and c0mpetent people
brought in to fill- various positions 1n organization, dlrectlon starts.
Dlrectmn 1is the managerial function of guiding, motlvatmg, 1ead1ng,

and supervising the subordinates to accomplish desired objectives. Acquiring

physical .and human assets and suitably placmg them will not’ suffice;
what is more important, i is that people miust be directed toward orgamzatmna]
goals. Without proper d_1rect10n and supervision employees become
inactive, dull and inefficient and consequently the physical assets like
machinery and plant will be put to ineffective use.

-

16.2 DIRECTION DEFINED

Direction is the essence of all-operations-in an organization. It is
defined as the process of instructing, counseling; guiding, motivating
and leading the human factor to achieve organizational goals effectively.

-
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1. Direction consists of the process and techniques utilizing in issuing
instructing and making certain that operations are carried out as
originally planned. (Haimann).

2. Direction is a complex function that includes all those activities

§ ; .
“ which are designed to encourage subordinates to work effectively

and efficiently in both the short and long run. [Kcontz and O’Donnell].

3. Direction is telling people what to.do and seeing that they do it
to the best of their ability. (Date). '

16.3 FEATURES

The basic features of ‘direction’—as revealed by the above definitions —
may be stated thus:

1. Direction is an indispensable managerial. function because it deals:

with human resources and human relations.

2. Direction in-aimed at maintaining harmony among employees and
groups in an organization.

3. Direction'is the process around which all other management function
evolve. Direction, therefore, represents the ‘nucleus’ of an organization.

4. Direction is necessary to integrate the individual and organizational
goals.

5. Direction consists of four elements, viz., communication, motivation,
leadership, and supervision.

6. Direction is universal'and all-pervading function in the sense managers
perform this function-at all levels in an organization.

7. Direction is a continuous function. It .is ongoing process; not just

- one-shot deal.

8. Direction provides link between different functions in an organization.

16.4 IMPORTANCE OF DIRECTION

Direction is both complex and important. It is complex because it deals
exclusively'with people. While dealing with people a manager quite
often than not performs a tight-ropewalk. It is not a simple feat for the
manager to direct peqple at work: Direction is important because in its

absence subordinates may not perceive the organizational goals. Subordinates
must be communicated what the organizational goals are, what the -

employees should do to achieve them, how they should do their jobs
etc. Direction is important because of the following reasons:

1. Directing bridges the gap between managerial decisions:and actual -

execution by people.

(




Direction is the ‘mak’e-h‘appen’ phase of management.
Direction is an integrating function of management as it effectively
integrates the individual goals with organizational-objectives.
In the absence of intégration the individual goals may be incongruent
with the fundamental ox_'ganizati_onal objectives. A:§ Koontz and
O’Donnell contend” ...People are not primarily.interested in
enterprise objectives; they have objectives of their own.” In order
to manage effectively a- manager should integrate the individual
goals with the organizational objectives.

Direction facilities the'introduction of changes in an organization.

People have a tendency of resisting change in organization; they '

need direction to accept.and“implement changes in thé right
direction for the betterment of an organization.

16.5

PRINCIPLES OF DIRECTION

(a)

(b}

< {c)

(d)

Harmony of Objectives: Direction function must first of ail
resolve the conflict between individual goals and organizational
objectives. A manager must try to bring harmony and fusion
between individual employees, groups and orgamzatmn A
manager should foster the sense of belonging to the orgamzatlon
among the individuals so that they can 1den.t1fy themselves
with the company.. When both the interests are integrated
contribution of subordinates to the company will be maximum.
It leads to efficiency and effectiveness.

Utility -of Direction: A sound principle of direction is that the |

subordinates should receive orders from one and only one superior.
That means to say there should not be.dual subordination. Dual
subordination brings.disorder confusion, chaos and undermines

authority superior. Any violation of this principles may be

catastrophic to the organization.

Direct Supervision: Since direction involves motivation the

employees toward work, it is almost essential for the manager’

concerned to have a personal touch with .the subordinates and
involve in face-to-face communication regarding the work-related
matters. .He would also develop informal relationships with the
employees Direct supervision makes the subordinates happy
and boosts their morale. Since the employee will have direct
access to the boss he would like to be participative. Direct supervision
also ensures quick feedback of necessary information.

Appropriate Leadership Style: Leadership is a process of

influencing the employees in the work environment. A manager
should exhibit -appropriate leadership style. Leadership style is
a function of characteristics of leader, characteristics of subordinates,

A
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(e)

(£

and the situation. Long back it was 'held that léadership is the
ability to recognize and exploit the ﬂrafna of the moment, hold or
steal the floor, and move events in a dlrectlon that allows people
to achieve their preordained -destiny (great man ‘theory). History
of an organization is but the curriculum vitae of great- men. Human
relations-oriented executives have, however, an Qbsess;ve interest
in informal leadership, i.e. particulai* style. But the recent cdntin’gency

theones of leadership have highlighted the view that the leadership S

is Iargely situational. In ‘some situations, the autocratic or hard-
nosed leadership.style is better and in some others the soft- hearted
or participative style of leadership will y1e!d_fru;tfu1 results.

Use of Mot_.ji\d.'ratiun Te‘chniques: A manager should know how to-

- motivate and inspire the employees. A ‘manager should develop

selective motivation techniques Such as money, pay, status, job
enrichment, etc. so that the productivity “and the quality of the
commodity produced increases. Motivation almost all"ways' leads to
higher Job’satisfaction. To direct properly and motivate the employees’
an executive must have insight into how his personality works,
how employees percelve the work environment, the attitudes of
employees, etc. Understanding others and self are¢ important for
this. Understanding self' is important for understandmg, others;
understanding other is necessary for motivating them effectively.

Follow-up: Successful direction is a- never-ending activity. It involves
constant and continuous supervision, coaching, advice, counseling-
and helping the employees in their respective activities. Direction
is also concerned with ensurmg that people do what they are told
to do. This requires continuolls feedback..Feedback is essentlal to
turn or stop or adjuat the wheel of management-in- acmon '

16.6 ELEMENTS OF DIRECTION

Direction is one of the essential functions in administration. Direction
is a part of supervision, as Newman pointed out, and supervision refers

‘to the day-to-day’ relationship between an executive ‘and his immediate

assistant audit is commonly used to cover the training dnectlon motivation,
coordmatlon mamtenance of discipline, ete. Direction mvolves the. followmg

(a)

(b)

{e)
(d)
{e)

| elements:

A

good instiuctions, _
follow-up of instruétions,
standard practice and indoctrination,

explanations,

consultative direction. . : ;




o

0

*"(a)' .Good Instructions: As Willia‘m Nev'man has rightly .pointed’

out every. instruction given by the manager in the process of
directing _fhe employees must be reasor:able, complete:-and clear.
The instructions must be in written. Written instructions are

desirable when several individuals’ are subject to of. directly |

affected by instructions, ‘and execution of the instructions will
extend over a_considerable period to time and the matter is of

misunderstandirig are neéded.

(b) Follow-up of Instructions: Another well-recognized principle is
that once the orders are issued, they. should be followed up-to see
whether they are executed properly or the instructions ;shbuld be

" countérmanded. If:the executive is indifferent in follow-up,. it will
lead to administration lax, time schedules become iB__signiﬁcant and
will resuit.in efficiency. ‘Insi'stence"qn‘ execution of instructions is
essential torensure efficiency in direction.

(¢} St'an_dard .Practice and Introduction: The, use of standard
operating procedures and customary ways ‘of doing.things is an
essential part of diréction. Standard practice simplifies the instruction

to be given by a manager. Unfortunately, a Jarge part of inadequate

direction can'be traced to misunderstanding about standard practice.

Another assoc1ated aspect of standard practice is the indoctrination. .

Indoctrmatwn means instilling in subordinates a set of beliefs
-and ‘attitudes. so-that they look upon an operating situation in
a desirable fashion.

{d) Explanations: While issuing 1nstruct10ns the manager should
explain why. the order is -given.

(e) Consultative Direction: Before an order is issued, the people

responsible for executing it will be consulted about its.feasibility,

workability and the better ways of accomplishing the results.

Il

16.7 MANAGING 'AND THE HUMAN FACTOR

By managing, here, we mean the directing function of management.
Understanding the human factor is important for an excellent performance

‘'of the directing function; as selection of motivational techniques and-

adoption of an appropriate -leadership Sstyle—will all depend .on—how
the .manager—direction views the human nature.

The discussion about the above stated caption centres around two

B factors v,

(a) General and considerations to be borne in rnmd by managers,
‘while directing people; and

(b) Certain:important models of human" bevings.

Let us comment on botlg of .tﬁe above two categories of 'factors.

¥

such importance that special steps to -avoid the possibility of*
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16.7.1 General Considerations

While difecting silbordin'ates managers must keep in 'mind the following

fundamental facts about people they are dlrectmg, leading, motivating

or communicating with: o :

(1) People play a multiplicity of roles in s’ociqty: Ihdividuals working

in an organization are not rnérely a productive factor, they are
also mémbers of families,. schools, trade association, political parties, .
etc. In fact, the behaviour of people i a complex outcome of the
multiplicity of roles, they play in society; and this complex behaviour
is a matter of concern for managers while performing the dlrectmg '
function. '

(ii) There is no average person: Organizations develop rules,
procedures, position description, etc. on the implicit.dssumption
that all people are alike. However, it is true that each individual
is unique in respect of needs, ambitions, attitudes, knowledge,
desire for responsibility. Unless and until this complexity and .
“individually of people is understood; there is all the El_anger that
motivational’techniques leaderships styles and cor;lmunication systems
may be misapplied, produmng hopeless results.: . - kS

(iii) Personal dignity is important: Whatever be the p051t10n of an
individual in the organization (from the chief executive-to first"
line superior and worker); the. concept of individual dlgmty must
"be_ observed which implies that all persons must be treated with

respect. In fact, each person contributes to the objectives of the

enterprise in a unique ‘manner; and herice deserves respect.

(iv) The ‘Whole Person’ must be considered: An individual is a
*total (or. whole) person influenced by inputs received. from external
factors such as-family, friends, neighbours, political links, ete.
People cannot divest themselves éf the impact of these forces,
when they come to work. In fact, the manager must view an individual’s
behaviour and personality from a system’s perspectwe and prepare
himseli to deal with people accordmgly

16.7.2° Models of Human Beings

In order to understand people, many models have been developed; some
important of which have.been described:

(i) Edger H. Schein’s Model - ' L

Schein has developed four conceptions about people:

{a) . Rational Economic Man: This model is bas_éd on the assumption

that people are primarily motivated by economic incentives. They
L £




{b)

{(c)

(d)

are essentially passive and are motivated and controtled by the
organization.
Social man: This model is based on the idea tflat, basically,
people are motivated by social needs; and socié{l forces of peer
group are more important than controls exercised by the
management.

Self-actualizing man: This model is based on Maslow’s need
hierarchy concept; according-to which human needs fall into.
five classes in a hierarchy ranging from basic needs to needs for.
self-realisation (or self-actualisation). Self-actualisation requires
the maximum use of a pérsons’s potential. According to this
model, then, it can be inferred that peuple are self-motivated.

Complex-man model: This model presents Schein’s own view
of people. It is based on the idea that people are complex and
variable and have many motives which; combine inte a complex
motive pattern. As such, people réspond to managerial strategies
in different and unique ways.

(ii) .Lyman W. Porter’s (and his colleagues) Model

Lyman W. Porter, Edward E. Lawer, II1 :nd J. Richard Hackman have
4

identified six models of human behaviour classified into three contrasting

categories, as described below:

(a)

(b}

Rational.or Emotional Model: According to, ration view, people
behave rationally and make decisions based on an objective analysis
of different alternatives. A marnager having thi,_'s view of people,
will interact and*deal with them on a rational basis; but ignoring
the human side of their perscnalities. ©f

According. to emotional view, people are primarily ruled by their
emotions; some of which are uncontrollable. A manager holding
this view of people would: always try to unearth (or discover)
the underlying psychological causes of people’s behaviour.
Behaviouristic or Phenomenological Model: According to
behaviouristic view, people’'s behaviour is controlled by their
environment. Managers holding this view of people would suggest
and try to change the environment of the organization to get
desired behaviour from subordinates.

The phenomeneological view is just the-opposite. It suggests that

-peoplé are unpredictable, unique, subjective and relative; but

have potential. A manager holding this view of pet)};fe would .
probably try to understand the complex functioning of the brain
of subordinates, from where their behaviour originates ~ something

which. is not possible.
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(c) Economic or Self-Actualizing Model: According to economic
view, people get sat;isfaction from monetary rewards, and money
15 the most important motivator.-to be applied to get maximum
contribution from people. According to self-actualising view, people’
want to increase their competence and strive to use their potential.
A manager holding this view of people should establish an environment
which helps people to realise their full potential. and reach upto
the highest.level of progréss.

(iii) Douglas Mc Gregor’s Theory X and T}zeomf Y
McGregor. has given two sets of assumptions .about human behaviour
contained in Theory X and Theory Y.

(Please refer to chapter on motivation, for-a detailed accourit of these
theories):

(iv) Raymod E. Miles’ J‘i?odell - .

Miles has given a theory of: management which is called ‘dual-model
theory’. * . .

il

¥ 1

Miles has suggested three models of- people

¢ traditional model )
* human-relations model™
“» human resources model'

In fact, managers believe in two models at the same time; one for their
subordinates (i.e., the way they manage subordinates) and the other for
themselves (i.e., the way they believe they should be managed by their

‘| superiors). Hence ‘Miles’s theory of management is called a dual model

theory. -

Following is a brlef account of the three models of people, as suggested
by Miles:

(1) Traditional Model:’ According to this model, for peopie‘work 18
-distasteful and less important; and money -which they earn by
doing work is more important. Hence, managers must closely supervisé
and control subordinates. In fact, people can tolerate work, if the,
pay is decent and the boss is fair. *

{2) Human Relations Model: According to this. model, social needs
of people are more important than money, in motivating them to
-work. Satisi'ying social needs will improve morale and reduce resistance
to formal authority on the part of subordlnates

(3) Human Resources Model: According to this model, people want
to contribute to meaningful goals; which they have established for
themselves. They desire to exercise self-directio_n,and self control.
Manager’s basic task is to make use of ‘untapped’ human resources;

. by creating an environment in which people may contribute to the
limits of their ability.
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_16'~.8 CREATIVITY AND INNOVATION

An 1mp0rtant factor in managing people is cream\nty ‘A distinction
can be made between treativity and innovation. The term creativity

usually refers to the ability and power to develop new ideas. Innovation, -

on.the other hand, usually-means the.use of these ideas. In an organization,
this can mean a new product, a new ‘service, or a new way of doing
things. Although this discussion c¢enters on the creative prdcess. it is

~ implied that organizations not-only genierate riew ldeas but alse translate |

.them into practical applications.
I ‘x

16.8.1 The Creative Process

&£

The creative process is seldom simple’ and linear. Instead, it generally |

consists of four overlapping and mteractmg phases (1} unconscious
scanning, (2) intuition, (3) insight, and 4) loglcal formulation.

The ‘first phase, unconscious scanning, is difficult to explain ‘because
it is beyond consciousness. This scanning usually requires an absorption

in.the problem which may be vague in the mind. Yet managers working | -

under time constraints often make dec:mons prematurely rather than
dealing thomqghly with ambiguous, ill- defined. problems.

The second phase, intuition; connects the unconscious with the conscious.
‘This stage- may involve a combination of factors that may seem

contradictory at first. For example, in the 1920s Donaldson Brown |
and Alfred Sloan of General Motors conceived the idea of a decentralized '

division structure with cen_ﬁr’alized control-~concepts which seem to
contradict each other. Yét the idea makes sense when one. recognizes
the underlying principles of )

‘x

(1) giving responsibility for the operatmns to the general manager.

of each division, and

2 mamtalnmg centralized. control in headquarters over certain,
functions. It took the intuition of two. great corporate ‘leaders to
see that these two prmclples could interact in the managerial
process. ‘ 3

Institution needs time to work, It requires that people find new combinations
and integrate diverse concepts and ideas.-Thus, one'must think through
the problem. Intuitive thinking is promoted by several techniques such
as bramstormmg and synectics, which w111 be discussed shortly.

Insight, the thlrd phase of the creative process, is mostly the result of
hard .work. For example, many ideas are needed in the -development
of "4 usable product, a new service, or a new 'process. Interestingly,
insight may.come at times when the thouglits are not directly focused
on the problem at hand. Moreover, new insights may last -for only a

few minutes, and effective managers may benefit from having paper,

and pencil ready to make notes of their creative ideas.

-
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The last phase in the creative process, is logical formulation or verification.
Insight needs to be tested through logic or experiment.” This may be
accomplished by continuing to work on an idea or by inviting critiques
from others. Brown and Sloan’s idea of decentralization, for example,
needed to be tested against organizational reality.

16.8.2 Techniques to Enhance Creativity

Creativity can be taught. Creative thought:,s are often the fruits of extensive
efforts, and several techniques are available to nurture those kinds of
thoughts, especially in the decision-making process. Some techniques-
focus on group interactions; others focus on individual actions. As illustrative
of the various techniques, two -popular ones are-brainstorming and synectics.
Brainstorming: One of the best-known techniques for facilitating creativity
has been developed by Alex F. Osborn, who has been called “the father
of brain storming.” The purpose of this approach is to improve problem
solving by finding new and unusual solutions. In the brainstorming session,
a multiplication of ideas is sought. The rules are as follows:

1. No ideas are ever criticized.

2. The more radical the ideas are, the better.

. 3. The quantity of idea production is stressed.

4. The improvement of ideas by others is encouraged. -
Brainstorming, which emphasizes group thinking, was widely accepted
after its intf'oduqtion. However, the enthusiasm was dampened by research
which showed that indi-viduals' could develop better ideas, working by
themselves than they could working in groups. Additional research, however,
showed that in some situations the group.approach may work well. This

' may be the case when the information is distributed among various people
.or when a poorer group decision is more acceptable than a better individual

decision which, for example, may be opposed by those who have to implement

| it. Also, the acceptance of new ideas is usually greater when the decision

is made by the group charged with its implementation.

Synectics: Originally known as the Gordon technique (named after its
creator, William J. Gordon), this system was further modified-and became
known as synectics. In this approach, the members of the synectics team
are carefully selected for their suitability to deal with the problem, a
problem which may invelve the éntire organization.

The leader of the group plays a vital role in this approach. In fact, only.
the leader knows the specific nature of the problem: This pérson narrows
and carefully leads the discussion without revealing the actual problem
itself. The main reason for this approach is to prevent the group from
reaching a premature solutlon to the problem The system involves a
complex set of interactions-from which a solution emerges — frequently
the invention of a new product.




16.8.3 Limitations of Traditional Group Discussion

Although the-techniques of brainstorming and synectics may result in
creative ideas, it 'would be incorrect to assume that creativity flourishes
only in groups. Indeed, the usual group discussion can inhibit creativity.
For example, group members may pursue an idea to the exclusion of
other alternatives. Experts on.a topic may not be willing to express
their ideas in a group for fear of being ridiculed. Also, lower-level
managers may be inhibited in efpressing their views in a group with
higher-level managers. Pressures to conform can discourage the expression
of deviant opinions. The need for getting along with others can be
stronger than the need for exploring creative but unpopular alternatwes’
to the solution of a problem Finally, because they need to arrive at a
decision, groups may not make the effort of searching for data relevant
to a decision.

16.8.4 The Creéative Manager

(All too often it is assumed that most people are. non-creative and have
little ability to develop new ideas. This assumption, unfortunately,
. can be detrimental to the organization, for in the appropriate environment
virtnally all people are capable .of being creative, even though the
degree of creativity varies considerably among individuals.

Generally speaking, creative people are inquisitive and come up with
many new and unusual ideas; they are seldom satisfied “with the
status ‘quo. '

Although intelligent, they not only relay on the rational process but
also.involve the emotional aspects of their personality in problem solving:
They appear to be excited about solving a problem, even to the point
of tenacity. Creative individuals are aware of themselves and capable
of independent judgement. They object to conformity and see themselves
as being different. '

Unquestionably, creative people can make great contributions to an
enterprise. At the same time, however, they may also cause difficulties
in organizations. Change—as may manager knows—is not always popular.
Moreover; change frequently has undesirable and unexpected side effects. .
Similarly, unusual ideas, pursued stubbornly, may frustrate others.and
inhibit ‘the smooth functioning of an organization. Finally, creative
individuals may be disruptive by lgnormg ‘established, policies, rules,
and regulations.

As a result, the creativity of most individuals is probably underutilized
in many cases, despite the fact that. unusual innovations can be of
great benefit to the firm. However, individual and group techniques
can be effectively, used to nurture érea_tivity, especially in the area of
planning. But creativity is not a substitute for managerial judgement.
It is the manager who must determine and weigh the risks involved .in
pursuing unusual ideas and translating them into innovative practices.

e 1
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16.8.5 Innovation ahd Entrepfeneurship,

Recently, innovation and entrepreneurship have received considerable

attention. When hearing: these terms, one thinks immediately of the
. success stories of people such as Steven Jobs of Apple Computers and

Ross Perot of Electromc Data Processing (acqmred by General Motors).

It may be an appeaimg thought to get:rich and get rich’ quick, often by

estabhshmg new compames y .

Peter Drucker suggests - ‘that. innovation applies not only to high-tech
companies but equally to low-tech,- established businesses.. Worthwhile
innovation ig not a matter of sheer luck it requires systematic and. ratlonal
work, well orgamzed and managed for results. : '

What does entrepreneurship imply? It suggests dlsqatlsfactlon with how
thmgs are and awareness of a need to “do things differently. Innovatlon

comes about because of some 0{' the followmg 51tuat10ns

1. The unexpected event, fallure or success

The incongruous—what is assumed and what really is
The process or task that needed ‘improvem'ent
Changes in the market or industry ;structure

Changes in demographics X

S moAs woN

Changes in meaning or ,in the way things are percei\}ed
7. Innovation based on knowledge,

Innovations based solely on bright ideas may be very risky and are, at
times, not-successful. General Electric’s- ambitious plans for the “factory

| of the future” may have been.a costly mistake. These plans may have

been based on unrealistic forecasts and GE’s- unrealistic expectations to

automate . industry. The concept of the new factory expressed-the wish of.

the chairperson, who wanted to promote entrepreneurshlp in an organization
that was known to be highly: structured.

The most successful innovations are often the mundane ones. Take the

Japanese, who make minor- innovations (providing, for ‘exa‘mple little
conveniences that customers like) in- thelr cars or in their electronic
equipment.. James Bram Qumn found in hls research, that successful

large companies. are listening- carefully to -thé needs of thelr.custqmers.
They establish teams that search -for creative. alternatives to serve their

customers — but within a limiting framework and with clear goals in
mmd :

Innovation is not only relevant to high-tech firms but also crucial for old
line, trgd‘itional companies which may not survive without the infusion
of innovation. Managers in those companies must create an environment
that fosters entrepreneurial spirit and actions. 1 '

. -
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16 9 HARMONIZING OBJECTIVES THE KEY
'~ TO LEADING ‘ J

,Understanding. the human factor-in enterprises is important for the
managerial function of leading. How a manager views human nature
influences the selection of motivational and leadership approachies. A
. number of models presenting various conceptions of the nature of people

have been proposéd; however, no single view-is sufficient to understand.

the whole person. Therefore, an elective view of the nature of people
is -suggested.

People do not wor'l'{ in ‘is'olati_on; _rather, they work to a great extent in
groups toward the gch'ievement' of personal and enterprise objectives.
Unfortunately, these objectives are not.always harmonious.. Likewise,

the goals of subordinates. are not always the same .as those of the -

' supermr Therefore one of the most important: actw:tles of managers

lis to harmonize the- needs of 1nd1v1duals with the demands of the |

enterprise.

Leading bridgés the gap between, on the t')ﬁe'hand, logical and well
considered plans,, carefully designed organization structures, good
programmes. of staffing, ;md efficient control- techniques and, on the
other hand, the need for people to understand, to be motwated .and
to contnbute all ‘they are capable of to ‘enterprise and depariment
. goals, There is no way that a manager can utilize the desires and goals
of individuals to achieve enterprise objectives without knowing. what
these 1ndmduals want. Even then, managers must be able to design

an environment that will take advantage of these individual drives.

-Managers must know how to communicate with. and guide their
subordinates so that they will see how they serve their own interests
by working creatively for an organization.

SUMMARY

¢ Direction i8 the essence of all operations in an organization. It |

is d'efinéd .as the process of * instructing, counseling, guiding,

motlvatmg and leading the human factor to achleve organizational -

goals effectively. o _ v
* Motivation almost a'l\:vlays leads to higher job satisfaction.

] Accpi'd_ing to” emotional view, people are primarily ruled by their

.emotions; some of which are uncontrollable. A manager holding |

this view of people would always try to unearth (or discover)
the underlying psychological causes of people’s behaviour,

Directing/Direction
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Principles and Practices * The term creativity refers to the ability. and power to develop
of Management new ideas. Innovation, on the other hand usually means the use
of these ideas. '
.. Managers must know how to communicate with and gulde thelr -

: subordmates so that they will see how they serve. their own mterestsi
by workmg creatwely for an orgamzatlon

W
. Notes 1

REVIEW QUESTIONS

Define Direction. N
Explain the Principles invélved in Direction.
List out the elements of direction.

Write short notes on hun‘;an factor.

Define the term managing.

Differentiate creativity and innovation:

= I

Write brieﬂy -about the term Harmonozing objective.
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vnit 17 LEADERSHIP |

* STRUCTURE '

17.1 Meaning

17.2 Nature of Leadership

17.3 Need for Leadership

17.4 Distinction Between Leadership and Headship or Dominati:on
17.5 Leadership Theories _

17.6 Importance of Leadership in Management

17.7 Functions of Leadership '

17.8 Types of Leaders

17.9 Qualities of Leadership

O Summary '

_ ] Reviéw Cluestions

17.1 MEANING

Leadership i5 too complex a.term to be defined in a simple and straight
manner. There are many factors involved in successful leadership and
it is not possible to identify or measure all of them. The presence of
successful leadership can.only be felt in terms of the results of group
working i.e., profits, quality of output, employee morale, consumer
satisfaction, enterprise image, and so on. '

The following definitions refer to -different aspects of leadership be,

Chester Barnard: Leadership is the “ability of a superior to influence
the behaviour of his subordinates and persuade them to follow a particular
course of action”.

Koontz and O’ Dannel: “Leadership is the ability of a manager to
induce subordinates to work with confidence and zeal”.

Alien: “Leader is one who guides and directs other people. He must
give effective. direction .and purpose”

George R. Terry: “Leadership is the activity of influencing people to

‘strive willingly for mutual objectives”.

Robert C. Appleby: Leadership is “a means of direptiox'l is the- ability
of management to induce subordinatés to work towards group ideas

with confidence and keenness”.

Leadership
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17.2 NA‘TURE OF LEADERSﬁIP

Leadershlp may be v1ewed variously as (a) a status group; - {b) a focal
person; (c) a functlons and (d) process. - :

(a )
(b)

| (e)

{d)

Leadershlp as a Status Group: It refers to a s1tuat10n whereas,

- (person acquires leadership by reason of his heredity (as when he

is a descendant of a royal family), or electmn or appomtment to
a .position, .

Leadership as a Focal Person: According to this view, lea_’deij_ship
vests the in ‘people who are traditionally regarded as leaders by

* virtue of managerial positions” held by them, such as in the case

of .directors, executives, administrators; managers, chiefs, ete.

Leadership. as a Function: The leadership function consisfs: in
facilitating the achievement of group goals. The person who performs .
this function is" regarded as ‘the leader. As a result, while there
are several people 1nvolved in" working towards accomplishment

" of group-goals and many complex factors, including a sheer luck,

which may affect the outcome; the credit of dlscredlt for success
or failure of the collective endeaver is attributed _to the leader of
the group § . . '

Leadershlp as a Process: According to .this view, leadership is
an 1nteract1ve process in which leadership and followers exchange
influence, i.e., the .leaders influence. the followers by ‘his ideas, .
direction and support, and the followers influence the leader by

their contribution to the achievement of group goals. And. because

there is .positive balance of influence ia favour of the leader, thée
followers accept his power in the case of‘'an informal group; and
his anthority in the.case of a formal group. In this sense, a person
can be an effective leader only so long as ‘his followers accept +his
power of authority. -

17.2 NEED FOR LEADERSHIP

v

An organization needs leadership on a continuons basis. The following

reasons highlight the need for leadership.

1

Imperfect Organization Structure: It is ‘not poss_ibie_for any-
organization structure to provide to all kinds of relationships.
This explains the existence of informal group within the framewérk
of a formal organization. With effective. leaderehip,'iniperfecti(m
of a formal organization structure:may be corrected and the formal
and informal groups may be made to work in umson Ly

Technologlcal, Economic and Social Changes In the, face of
rapid techneleglca] economic and social changes, the orgamzatwn

»




is required to effect suitable changes in its operations and style.
For example, in the event of a fall in demand, it may discontinue
production of certain goods and services, or take up production

of* alternative goods and servicés. Only and éffective leadership

can’ enable it to meet the challénges posed by environmental
‘factors

3. Internal Imbalances Inspired by Growth‘ As an organization
grows in size and complexity, it may develop certain imbalances.
For example, increase in organizational activities may lead to
increase in the levels.of management, thus adding to complexity
of the organization stru¢ture, and problems of command,- co-
‘ordination and control of work at all levels. Only an effective
"leadership can steer the organization through such situations.

4. Nature of I_-Ium:‘m.Mémber;éhips:hPersons working in an,enterpﬁse
come from different backgrounds, and have different interests,
values, beliefs and intellectual and temperaments make-up.

Again, .each member is a part-of different social groups, e.g., the

St famlly\ neighbourhood group, ete. which are external to the
organization and beyond its control. The influence of these groups

“on the attitudes and behaviour of the individual members may -
at times create a conflict between 1nd1v1dua1 goals and group |’

interest. ~

_ An effective leadership can create a suitable motivational framework
whlch provxdes for satisfaction of different needs and otives
.of the organization members as, also resolution- of individual —

group conflicts. ’

*

17.4 DISTIN___CTION 'BETWEEN LEADERSHIP AND
HEADSHIP, OR DOMINATION

Leadership is different from headshlp or dommatlon Headsh1p refersp

to people who are placed in ‘their positions by vu'tue of official authority
or-historical accident, with little control over c1rcumstances For exarnple
the head of a family or educational or military orgamzatlon may exercisé

authonty, but may not necessarily- be the leader of his subordinates |

‘because he may not be in position to significantly influence their activities.

Leadership is essentially aninfluence procgss, ‘and the leader may-be
defined as the one who significantly influences the activities of a group
toward achievement of stated goals., While it is: true that. is a group,
every member exercise some influence over the others in the group,
the 1nfluence exercised by the leader is quite sugmﬁcant and the group
quite w111mg1y allows him this authority, as it sées him as an effective
instruments for fulfilment of its own goals. Thus, it may be said that
a group only accepts a person’s leadership on its own terms. '
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To conclude, it may be said that while headship refers to the. exercise of
lega] and formal authority at all levels in the organijzation, leadership is
concerned with the use of non-formal authority at-the emotional — motivational
level.

L4

17.5 LEADERSHIP THEORIES

Many of the research studies, particularly by behavioural scientists, have
been carried on to find out the answer to the question: what makes

| leader effective? Is his success due to his-personality, or his behaviour,

or the types of followers he has, or the situation in which he works, or
a combination of all these? These researchers, however, could not give -
a satisfactory answer of the question. Instead these researches have
resulted in various theorles or approaches on leadershlp, the prominent
among these being trait theory, behavioural theory, and situational theory.

Each theory has its own contributions, limitations, assumptions, and *
frame work of analysis. The understanding of the various theories of
leadership will provide a guideline to judge as how a’leader emerges.

17:5:1 Trait 'Approfach

Trait is defined as relatively enduring quality of an individual. The trait

| approach seeks to determine ‘what makes a successful leader’ from the

leader’s own personal characteristics. From the very beginning, people
have emphasized that a particular individual was successful leader because

| of his certain qualities or characteristics. Trait approach leadership studies

were quite popular between 1930 and 1950. The method of study .was to
select leaders of eminence and their characteristics were studied. It has

{ the hypothesis.that the persons having certain traits could become, successful

leaders. Various research ‘studies have given -intelligence. attitudes,.
personal:ty, and biological facters.” A review of various research studies
has been presented by Stodgily. According to him; various trait theories
have suggested thege traits in successful leaders: (i) Physical and constitutional
factors (height, weight, physique, energy, health, appearance), {ii) Intelligence,
(iii) Self-confidence, (iv) sociability, (v) will (initiative, persistence, ambition),
{vi) dominance, and (vii) surgency (talkative, cheerfulness, geniality,

'enthusmsm expressiveness, alertness, and ongmahty} In a later study,

Giselle Has found supervisory ability, achieverient motivation, self' actualizing,
intelligence, self-assurance; and decisiveness as the qualities relatéd
with leadership success.. One summary of"'leadership research found
intelligence in ten studies, initiative in six, extroversion and sense of
humor in five, and cnthusiasm, fairness, sympathy, and self:confidence
in four. The various studies show ‘wide variations in leadership traits.
The various traits can be classified into innate and acquirable traits, on
the basis of their source.




Innate qualities are those which are possessed by various “individuals
since their birth. These qualities are natural and ‘often known and
God-gifted. On the basis of such qualities, it is said that ‘leaders are
born and not made’. These qualities cannot be acquired by the individuals.

Acqlfirable qualities of leadership are those which can be acquired and |

increased through various processés. In fact, when' child is born, he
learns many of the behavioural patterns through socialization and
identification processes. Such behaviours-patterns are developed among
the child as various traits over a period of time. Many of these tra1ts
can be increased through training programmes

Cntlcal Analyms

1

‘The trait theory is very simple. However, this fails to produce clear-
cut results. It does not consider the whole environment of the leadership,
of which trait may be only one factor. Moreover, no.generalization can
be drawn about various traits for leadership as these were considerable
variations in traits established by various researches. Jennings has

concluded,. “Fifty years of study has failed to produce a one-personality

trait or'set of qualities that can be used to discriminated leaders and
non-leaders”. In brief, this approach presents the following problems:

1.- There cannot be.generalization of traits for a successful leaders.
This was evident by various researches conducted on leadership
traits.

2. No evidence has been given ‘about,t_}ie degree of the various
traits because people have various traits with different degrees.

3. There is a problem of measuring the traits. Though there are
various tests to measure the personality traits, however, né
definite conclusion can be drawn.

4, There have been many people with the traits speéified for leaders,
but they were not good leaders.

This approach, however, gives indication that leader should have
certain personal characteristics. This helps management to develop
such 'qualities through training and development programmes.

b

17.5.2 Behavioural Approach

This approach emphasizes that strong leadership is the result of effectivé
role behaviour. Leat{ership is shown by a person’s acts more than by
his traits. Though. traits influence acts, these are also affected by followers,
goalsand the environment in which these occur. Thus, there are four
basic elements—leaders, followers, goals and -environment—which affect
each other in determining suitable behaviour.. Leadership acts may be
viewed in two ways. Some acts are function_al' (favourable) to leadership
and. some are dysfunctional (unfavourable). The dysfunctional acts are
also important in leadership because they demojﬁivéte employees to

Leadership
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work together ‘As such a leader will not-act in this way. The dysfunct:onal
acts are mablhty t6 accept subordmabes ideas, display of emotlonal lmmatunty,
poor human relations, and poor communication.

A leader uses there. skills—technical, human, and conéeptual-miio lead

his followers. Technical skill refers to a person’s knowledge and proficiency
in any type of process or technique. Human skills are the ability to
interact ‘effectively with people and to built team work. Conceptual skill
deals with ideas and enables.a manager to deal'succeséfully with abstractions, )
to set up models and devise plans. Behaviour of a manager'in a particular

direction will- make hlm good leader while opposite of this would discard

him as a leader. Setting goals, motwatmg employees for achieving goals,
raising the level of morale, building team spirit, effective communication, -
ete. are the functional behaviour for a successful leader.

_ Cfitical Analyéis

The basic- difference ‘between tréiﬁ approach and behavioural ‘approach

| is that former emphasizes some’ particular trait to the leader while latter

emp_hasizes particulars behaviour by him. It is true that feivourabie behaviour
provides gi-eater satisfaction to the followers and the person can be
recognized as a leader. However, this approach suffers from one weakness,
that is, a particular behaviour at a time may be effective, while at other

‘times may not be effective. This means the time factor betomes 2 vital

element which has not been considered here.

17.5.3 Situational Approach

The pnme attentlon in this approach is given to the .situation in whlch

leadership 1s exercised. Sin¢e 1945, much emphasis in leadership research
is being-given to the situations that -surround the exercise of leadership.
The contention is that in one situation leadership may be successful

whlle in' others it may not. ' : : ' .

For the first time, this approach was apphed in 1920 in armed forces of
Germany with the objective to get good generals under different mtuatlons
Winston Churchill was treated to be the most efficient Prime Minister
during the Second World War. However, he was flop afterworlds when
situation changed. Ohio State University research has given four situations
a variable that affect the performance -of leadership.
These are: - ,

(i) The' cultural environment ' ' -

(ii)* Differences between ‘individuals '

(ii1) .Differences between jobs

L3 .

CAiv) leferences between orgamzatlons




(i) The Cultural Environment: Culture is a man-made social system Leadership

of belief, faith. and value. Many aspects of life have a significant

y influence upon behaviour and any understanding. of employee’s
. behaviour requires the understanding of culture in which. he
lives. Culture may interfere with rational production efficiency |- " NOTES b

by requiring actiohs unnecessary or unrealistic from a national -
‘point of view, -but -necessary from the cultural point of view.
Thus, leadership” should be directed to influ¢nce behaviour of
followed in the context of the culture.

(ii) Differences between Individuals: Human behaviour is caused
by some combination of antecedent factors. Besides for any given
aspect of behaviour, there may be many contributing factors, -
not'causative in nature. There are a variety of such factors which
affect behaviour in different ways such-as.aptitudes, personality
characteristics, phj's)ical charactefistics interests and motivation,-
age, sex, education; experience, etc. Wlthm this framework '

*  individuals in the leadership -process may be classified as
} (a) leaders, and (b) follower. The individual’s characteristics affect
the leadership process. Thus, Sorne persons may perceive a particular
'le_adersh_ip étyle suitable while others may have ‘a ('lifferentl .
~. ‘'perception. For example, followers with authoritarian personality -
tend generally to be more comfortable: where influence is being
. exercised. '

-(iii) Differences between Jobs: Peopl’e in the organization perform

different types of jobs. The importance of placing individuals in

jobs which they can perform ata satisfactory levels stems from

four different considerations—economics, legal, personal and social.

Different job conditions influence leadership behaviour differently.
It is because of the fact that demands of job almost inevitably
force a leader into certain'kinds of activities. Such requitements

do- much. to set.the framework within which the leader must’
operate. It means the number of léadership optiong available to

N the individual is thereby reduced.

(iv)” leferences between Organizations: Various orgamzatlons ’
differ on the basis of their size, age, ownership pattern, objective,
complemty, managerial _pattern, cultural environment, ete. In
different types of organizations,. leadershlp process tends to differ.
For example, in military or governiment. admmlstratmn leadershlp
behaviour will be different as'compared to business. orgamzatlon

Critical Analysis

The situational theory of leadership gives the analysis how leadership
3 behaviour dlffers with situational variables. Thus, the questions, why

a’ manager in a partlcular situation is successful whlle in the other
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is not free certain limitations which are as follows:

(i) This theory emphasizes leadership ability -of an individual in a
given situation. Thus, it measures his present leadership potentialities.
NOTES Whether this individual will fit in another situation is not answered
by this theory.
(i1) Organizational factors become helpful or constraints to a great extent
to ‘an individual leaders in exercising the leadership. Thus, it is,
difficult to measure his personal abilities as a good leader.

(iii) The theory does not emphasis the process by which good leaders
can be made in the organization. Thus, it puts a.constraint over
leadership development process.

17.6 IMPORTANCE OF ‘LEADERSHIP IN
MANAGEMENT N

By analyzing the functions of leadership, the importance of leadership in
management can be stated under the following five heads:

1. Motive Power to Group Efforts: Managements, for getting the
work done by others, is to supply leadership in the organization. .
" As group efforts and teamwork are essential for realizing organizational
goals, leadership, becomes vital for the execution of work. Through
' the exercise of leadership, managers can influence any. group of
human work accomplishment., Leadership pulls up thé group to a
higher lével of performance thirough its work on human relations,

2. Aid to Authority: Managers exercise authority in managing péOple
of the organization and their task becomes easy wherever they
are aided by leadership. There are serious limits to the use of
authority 2nd power in obtdining high performance. Authority alone
can never generate the initiative and resourcefulness required in
many jobs. But leadership can obtain tangible and improved results
of human efforts because of its main reliance on influence. Leadership
contains all the essential ingredients of direction for inspiring
people and providing the will-to-do for "successful work
accomplishments. '

3. Emphasis on Human Performance: Effective'leadership is needed
at different levels of management from top management down
process through its leadership action. It is the social skill of leadership
that accomplishes objectives by mobilization and utilization of people.
The best of the plans can be founded and the ideal organization
structure can be shelved by the deliberate restriction of human
efforts.at the operating level. High performance of working people
is the focal point in managerial work. And this high performance |
can be secured by leadership of supervisory management.
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Integration of Formal with Informal Organizations: If
management fails to provide competent leadership, informal
leéderéhip will prevail over management in controlling and regulating
the behaviour of employees. Being confronted with such a situation,
management fails to influence workers, to improve their performance
and to stop employee unrest. Leadership is the natural

accompaniment. of all associations of human beings. For their .
‘personal and social contentment, workers are performed to rely
.mostly on informal leadership if management cannot provide

effective leadership. Competent leadership can, however, integrate
informal organizations with formal organization and utilize them

.constructively for achieving company objectives. -

Basis for Cooperation: Leadership provides the basis for
cooperation in several ways. Good two-way communication, man-
to-man personal relationship, use of participation and creation

-of opportunity for need éatisfactipn are meant for increasing-

understanding between the leader and his subordinates of their
mutual viewpoints. This.increased understandmg obtained through
the ‘interactions of individual personahtles ,promotes favourable
feelings and attitudes among them. ‘

17.7

FUNCTIONS OF LEADERSHIP

Motivating and Guiding Personal: Leadership prov1des the
vital spark to motlvatlon of human beings. Motivation has its
roots in human relations Wthh,. in turn, cdn be.fostered and
toned up by leadership. Whenever a group .of human beings
desires to accomplish a common objective, the situation calls for
the assistance of leadership. It is the leadership that guides,
inspires and_directs group members for achieving a unity of
purpose and effort. Leadership ‘alone can elevate men’s visions

-to higher thinking and raise their capacity to a higher standard
‘of performance. It infuses such will-to-do into the group working

as to secure the best contribution of human energy. Without

leadership, a group disintegrates, destroys its team spirit and

fritters away its energy.

- Influencing and Shaping the Social System: Leadership is

the concomitant of all human associations in our society. Leadership

emerges as a natural process in any grouping of human beings: |

If there is a lack of formal and recognized leadership 'in the
group, informal leadership is bound to develop from the rank
and file members of the group. After its emergence. leadership
persuades the group to have an identity of-interest, outlook and
action. Leadership provides imagination, foresight, enthusiasm
and initiative to the group. It exhibits an imitable code of conduct

2
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r .
-and responsibility, prescribes a high standard -of performance and
stresses the importance of respect for the individual. Unsatisfactory
-human performance in any organization.can berpr_in{arﬂy attributed
to poor leadership.

3. Understanding Followers and Securing Their Cooperation:
Not only the leader influences his followers, but he also is.influenced -
by their problems and feelings. On the basis of information, response
and operational facts secured' from followers, leader’s behaviour
and action are modified and made ready for their voluntary cooperation.
To grasp followers’ problem and feelings properly, however, leadership
reqﬁ.ires a skill of sympathetic cont:;ct, careful listening, correct
diagnosing and winning their confidence. A true spirit of cooperation
grows principally out of the manner in which the leadér deals
with his followers. :

-

4, Creatmg a Climate for Performance: For enabling. the followers
to apply- their full capabilities for work accomphshment and to
extend their unselfish support, the leader is required to create a
climate for performance. With this end in view, the leader must,
know what motivates his followers and how these motivators operate.
The more thoroughly the leader understands the process of motivation,
the more effective he is likely to be in gettmg the work successfully
done by his followers.

'17.8 TYPES OF LEADERS o ' ,

Leadership cannot exist without followers. The éharacterisfics of the
followers and the’ conditions, under ‘which they follow, are materials to
the exercise of leadership. The maturity levels of -the followers, namely
their ability (]ob maturity) and willingness or motivation (psychelogical
maturity) with to a great extent determine the behaviour of the leader

|*vis-4-vis his followers. Thus, in respect of the followers with low maturity

who are neither able nor willing to perform, the leader will ‘have to
adopt task behaviour, i.e! he will ‘have to tell them what hew, when and
where the given task is to be performed. Similarly, the;leader will have '
suitably to .adjust has behaviour with followers who are but not willing,
or willing but ript able, or both able and willing. - .-

Based on the types of leader behaviour, leaders may be classified as follows:
1. Autocratic Leader ‘ ’ )

Laissez Faire or Free Reéin Leader

Democratic Leader

Intellectual of Fun;ctipﬁal Leader

Institutional™ Leader

® ook W N

Paternalistic Leader:




_17.8.1 Autocratic Leader - g T Leadership’ {

An autéératic léader is one who tends to run the show all by him. He
“specifics the goals which he requ'ires'his followers to perform, organizes
the -work situation, ‘sets the timeframe within which the task .is to be
accomplished, provides specific-directions and requires the followers NOTES
to keep him regularly posted W1th the progress of the task. . o

- The autocratw leader views his followers as having little or no maturlty
as regards skills or willingness with which the job is to be accomplished.
As such, he will neither have any discussion” with them as to any
aspect of job accomplishment, nor delegaiie to them any duthority. To | : ' _ ' o~
extract the required performance from his follower, he exercises close
supervision and control and uses . his reward and coercive power to o
that end. Thus if the followers comply with the leader’s expectatlons
as regards performance he rewards them. If they are lacking in performance,
he uses coercive power to induce performance and holds out the threat
of pumshment by way of inconvenient work assignments, fines, or dismissal. | .

An‘autocratlc leader believers in the “X” theory of motivation and
firmly believes that without close supervision, control and fear of
punishment followers will not work! since they are ‘inherently laz'.y;

An autocratic leader is m_fact no leader. He is merely th_elformal head
of his organization. Workers under him feel harassed and disturbed,
and prepare themselves sooner or later to offer resistance. With' the

»  emergence of indiscipline among his staff, the autocratic leéader- fails

" to obtain.unquestioned compliance from his workers because they begin:
to assert themselves, and the result is that they gradually stop obeying
'his orders. After a time, there is total loss of his authonty to demand
comphance

17.8.2 Laassez Falre or Free Rein Leader

A Laissez faire or_free rein leader perrmts his followers, to do whatever
they want to do. He does not formulate any policies or procedures and
does not lay down guidelines within -which the followers could accomplish _
their JObS Thus, his followers are left to fend for themselves _ T

‘Since in a Laissez falre setup, there is no attempt on the part of
. anyone to mfluence anyone elsé, there is a vast scope and opportunity
‘for an extensivé range of behaviour, though.it may often be at cross:

purposes. There is a near total abdication of formal leadershlp according
‘ to the needs of each situation. .

Obvlously, Laissez faire" leaders}up can be successful only where the
followers have a high degree of maturity, i.e., they are both able-and
- willing to perform In the case of followers with less than h1gh maturity,
" such leadership is not likely to succeed -because, ‘in the absence of ' "
siitable task behaviour on the part-of the leader, they would merely. v '

-
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grope in the dark, not knowing that, how, when and where to perform.
Besides, deprivation of socio-emotional support from the leader may
make them feet insecure and vulnerable.

17.8.3 Democratic Leader

Democratic style of leadership is based on the assumption that the leader

derives his power by consent of the followers whom he is to lead and

that, give proper motivational environment; they ‘can direct themselves
and be creative on their respective jobs. In other works, while the followers
have the requisite ability to perform the jobs, they are lacking in willingness
to do so.

The democratic leaders encourage his followers to participate in decision-
making and i'mplementation.. However, decisions are made only within
the limits established by the policies and procedures which, again, are
formulated after elaborate group discussion. Of course, the .leader is
present all along to guide and control the discussion but the followers
are allowed to express their points of view without any let or hindrance.
The dec151ons formulated during these discussions represent the consensus
of all. partwrpants

Democratic leadership seeks to evolve a self-regulating and self-disciplining
mechanism. If any member of the group does.anything which is in any
manner opposed to the interests of the. group, he is promptly checked
and controlled by the other members of the group, and this is done by

means of a system of rewards and punishment devised by the group.

Part1c1pat10n ‘consultation and agreement of the group members ar:s
1mportant features of a democratic leadership. Democratic functioning
can at times be dilatory and subject. to various pulls and pressure from
different groups, or individuals, representing opposite viewpoints. Moreover,
participative leadership is based.on the assumption that the followers
are all 'eble, though not willing to perform the tasks assigned to them.
In the even, it poses the problem of working out a system of proper
motivational support that would be equally acceptable to all.

17.8.4. Expert or Functional Leader

An expert of functional leader does not command; any formal authority
in the-literal sense of the term. He only stands out-because of his special

.qualifications for the job handled by him. Which is also the main reason
-why followers look up to him for guidance and control?

The expert leader is essentially task-oriented, and most of his time is spent
thmkmg about doing things faster and better. He has his eyes firmly fixed

| on-what he intends to achieve and pursues his goal single-mindedly. However,

since his success depends not only on his own work, but also on the activities
of his followers, he may not be as effective as he plans. If his followers are
not as serious and painstaking as he is, he may behave is demanding fashion,
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in the'process relying more and more on the “X” theory of motivatién In
the event, his followers may feel frustrated as they are prevented from
max1mlzmg their own potential. Over’ tlme the situation may get from
bad to worse, because the expert leader is by definition quite poor.on
the human relations front. :

17.8.5 Institutional Leader : >

The institutional leader is. one' who wields power over his followers

due to the position of: office- occupied by him in the organizational .

hierarchy. ‘At times, he may also derive power from his personality
and behaviours. By virtue, of such positional and personal power, he
manipulates and controls are activities of others to accomplish- the
group objectives. -

The institutional leadership may or may not be an expert in his field
of ‘activity. When he, lacks-the expertise, he may suffer from a sense
‘of inadequacy, leading to an inferiority complex, and to compensate
for-it, he may. exert to an excéptional extent to achieve his objectives.
In the process, he may engage more and more in task behaviour and
less and less in relationship behaviour, such that the followers may
develop a feeling of frustration and -alienation.

17.8.6 Paternalistic Leader

A paternalistic leadership is characterized primarily by loyalty of followers
in a’ warm and cohesive setting. The leader is much concerned with
the well being of his followers and comes to their vescue ever so often.

Since a paternalistic leader i§ concerned more with relationship behaviour,
it can be successful only in cases where the followers possess job maturity
and are only lacking.in psychological maturity. In any other case, such

leader may only produce an atmosphere of a.country-club which may"

display social warmth and cohesion but can do little way of a accomplishment
of tasks. Even otherwise, under a paternahstlc leader the followers,
particularly the competent and achievement-oriented among them, feel
fr_ustrated‘ due to lack of opportunity for showing initiative. This is
because while the leader, like a banyan tree, gives protection to all,
the unwittingly creates conditions under which no follower can grow
and be able to realize his potential. ‘

.

17.9 QUALITIES OF LEADERSHIP

To be able to prove effective leadership to his subordinates, a leader
needs to have certain qualities. According to Orway Tead, 'a leader

must pos,s‘;es, “physical and nervous energy, a sense of purposé¢ and’
direction, enthusiasm, friendliness’ and affection, intergrity, technical |
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mastery, decisiver.zes, intelligence, teching skills, and faith”. AccOrdiﬁé'to
Henry Fayol the gqualities that 4 leader must possess are:

{a)
{b)
(c)
(d)
(e)
)

health .and" physical fitness

mental vigor and energy )

courage to accept. responsibility

steady, .persistent, thbughtful determination
sound general education, and

management ability embracing foresight and art of ‘handling men.

The more important ‘qualities of a-leader may be summarized_as:follows:

N

2.

4,

oo

Physical and Mental Vigor: The leader has to put in hard mental
and physical work, which requires tremendous stamina and vigor
to sustamn long and irregular hours of work.

Emotional Stability: The leader should not be unduly moved by
emotion or sentiment. He should be able rationally and logically
to analyze the various problems before him and reach a.decision
without any fear or favour. He should not lose his temper or show
indecision even,in the face to heavy ‘odds. ° '

.Sense of Judgements: The leader should be .a master of human

psychology. He should possess deep understanding of human behaviour,
emotwns sentiments, needs, motives, etc. This would enable him
to anticipate the response to his decision and actions.

"Balance: The leader should be rational and objective in his approach.
He-should be free from bias, prejudice and precofnceived notions.
Only then he would be able to'decide issues on their merits.

Understanding or Empathy: The leaders should show understanding
for others viewpoints. If he tends to have his own way in all

matters, he might lose their goodwill.

Motivation: Only a pérson who is himself well motivated can
motivate otheérs. The desire to lead people should come from within.
If person is forced to” do his -job under fear of punishment,- he
would: behave more like a follower than a leader.

Commm_ncatmg Skills: The leader should be good at communicating
ideas, feelings, decisions, orders, etc. He should be good and effective
speaker and writer. Then alone he would be able to persuade
1nf0rm stimulate and direct “his subordinates.

Ag;hty to Guide: The leader should help his subordmates to
.learn. Both by word and deed, he should demoristrate to them the
best ways of accompllshlng the jobs.,

Sociability: The léader should show keen interest in his subordinates.
He should try to meet them often and encourage them to discuss
their problems and difficulties with him.” He should be frlendly, _
helpful and easily accessible to all his subordinates.




10.

‘2

11,

S O o A

Technical Competence: The ledder should possess a thorou{gh
knowledge of the. theory and practice of his job. Besides, he
should be quite ‘familiar with the jobs done at different work
points in his department. . .

Other Personal Abilities: The leader should have an attractive
and pleasing personahty Heé should possess optimistic and cheerful

‘outlook. .He should have sound physical and mental health. His |

subordinates will accept his leadership only when they find him
full of youthful vigor, energy, vitality, endurance and creativity.

"Besides, he should be honest, sincere, fair and reasonable in his
. dealings with 'his subordinates. If he is a man of integrity and
behaves with his subordinates in a dignified manner, his léadership |

will be cheerfilly, and enthusiastically accepted by one and -all.

. SUMMARY

.Leadership is “a means of direction is the ability of n’lanagement
te induce subordlnates to work towards group ideas with confidence |
.and keenness”.

An effective leadership can create a suitable motivational framework
which provides for satisfaction .of different needs and motives
of the organization members as also resolution of individual
group conflicts,

Democratic leadershlp seeks to evolve a Self-regulatmg and self-

disciplining mechanism’ If any member of the group does anything

which is in any manner opposed to the interests of the group,

he is promptly checked and controlled by the other members of -
the group, and this is done by means of a system of rewards.and

punishment devised by the group. )

Participation, cd_nsﬁltation and agréement of the group members:
are important features of a democratic leadership.

REVIEW QUESTIONS

What is meant by leadershi;i_?
How is leadership different from headship?

. Discuss the reasons that make leadership necessary.

Describe the various approaches.to the study of leadership.
What are the various functions of a leader? '
Describe the types of leaders.*

Write a noté on the qualities of a leader.
‘e ¢ : ]
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18.1 Introduction <
18.2 Definitions
18.3 Importance of Motivation

18.4 Process of Motivation
-18.5 Elements of Motivation
18.6 Nature or Characteristics of Motivation
18.7 Theories of Motivation
O Summary

0 Review Questions

18.1 INTRODUCTION

A worker is basically a human being. He is a person first and then only
a worker. Every manager has to understand that a worker cannot be
considered a mechanical system. A worker has to'be inspired and actuated:
accomplish the objectives of an organization, To accept an order.and to.
execute it with interest and v1gour requires an element of actuating or

motwatlng

As management is the art of getting things done by the workers, this
art of getting work done will depend mainly on whether a person has
been motivated properly or not. Motivation creates a sense of responsibility
and speciai interest in the ‘work. It increases the desire to work; it is
enthusiasm to work.

To motivate means, to provide a motive; to impef people to action; and
to create incentives to work. Motivation inspires people to work efficiently
and effectively. Teé_hnically speaking, motivation is an’energizer of human
behaviour; It is a special urge to move in a particular direction. Motives
are also. the expression of the needs of a person. With motivation, a
person can be made to work willing with zeal and enthusiasm.

A manager has a job not with the products, but with people."He can
handle them only when he can understand their motives and motivate
. them to take the desired actions. So the skill of motivation is vital for
successful management in an organization. A manager has to bring the
ability of the workers to expression.
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18.2 DEFINITIONS

MICHAEL, J. JULIUS: Motivation is the act of stimulating someone
or oneself to get the desired course of action.

b
KOONTZ AND O’'DONNELL: Motivation is a-general térms applying
to the entire class of ‘drives, desires, needs, wishes, and similar forces.

NOTES

DUBIN: Motivation refers to the compléx of forces starting and keeping -
‘a person at work in an organizati’on. To put it, generally, motivation
starts and maintains an activity along a-prescribed line. Motivation is
something -that ‘moves the person to action and continues him in the
course of action already initiated. '

MARCH AND SIMON: Motivation is the process or the, reaction which

takes places in the memory of individuals. It refers to the combination
of forces or motives maintaining human activity.

18.3 IMPORTANCE OF MOTIVATION

Motivation resulis in creating a favourable work environment within
an organization: It adds the will to work along with the ability to work
for a worker. Motivation will act ds an activator and energizer by |
directing the behaviour of persons towards the accomplishment of goals. |
Understanding of motives “and motivation theories provides a great
deal of 1n51ght into the reasons why different individuals exhibit different .
behavioural patterns. ‘It also helps in understandmg why the same
person exhibits different reactions to the same stimulus at different
times. :

Motivation helps in securing voluntary cooperation from. workers. It
créates the will to work, and confidence in the workforce. Motivation
he_!_ps to satisfy the needs of workers, naturally there will be a sense
of belongingness and total involvement on the part of the worths in |
the achievement of organizational goals. The. knowledge and skill of
the workers can be used to the best advantage of the orgamzatmn and
there Wl" be increased efficiency.

* All this will result in increased productlwty and qual ty of work. Motivated
people are the most satisfied people. They will function with a sense
of resp0n51b111ty and commitment to the organization. Naturally, it
results in a-low rate of labour turnover and absenteeism. A property
motivated team will not have unnecessary friction with the management
and with .its fellow workers. This will help in maintaining very good

industrial relations. T -
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Motivation is the drive to satisfy a want or goal, and satiechtion is experienced
when the outcome has beén. achieved.. A person. might have high job~
satisfaction, but a low level of motivation for the job, or the reverse.

18:4 PROCESS OF MOTIVATION s

In management parlance, motive and need -are used 1nterchangeab1y In
fact, need is a good point to begm discussion on motivation. A néed

| represent the lack, or absence, or deficit of something within the system

or organism. When an individual expenences lack or deficit of something,
he looks around his work envirohment to see if there are any.incentives
or reward for performance of ‘a-task which would lead to satisfaction of
that need. Thus, a need is personal or mternal toa person while incentives
are external. He acts or behaves in a particular manager. But it is not
a random act or unguided behaviour. His behaviour is! motivated or
caused. It is difected towards a goal, i.e., ‘satisfaction of his need, or -

-achievement of what he is lacking. With the satisfaction of his need, or

achievement of what he is lacléing, the mechanism of motivation is complete.
Satisfaction of a need restores the balance or ethbrlum in the organism,

‘which remains upset and disturbed until the need is unsatisfied.

LI +

-

18.5 ELEMENTS ' OF MOTIVATION .

In any motivational system, there are  three elements, namely: (1) the
individual who is being motivated; (2) the job; and (3) the work situation.
1. The Individual: Every individual, whether a top ranking manager

or a lower-level worker,'is a unique being. Workers may differ

from one another in several respects, such as, age, sex; education,
intelligence, personality, physical characteristics, ‘experience, heredity,

and sécial and cultural background. These differences will determine

the needs attitudes of workers. They will also determme how

each worker will react to motivational devices such as rnonetary

- and nof-monetary incentives.

2. ‘The Job: Every job within the setup of an organization prescnbes
different requirements and holds a different level of attractiveness
for each worker. Routine jobs  are not liked by many because of
the monotony and _du_llnesé involved in doing them. But sometimes
even challenging jobs may not held ‘attraction for some people'“
This means there will rarely be a job which is regarded as a

+ - source of enjoyment and pride by one and all.. N

3. The Work Situation: The environment within whieh work is to
be performed also creates motivation. This includes: (a) organizational -
'goals and values which help to identify desiréd outcomes or results;




and the nature of behaviour that will help to achieve them, (b)

.the type of technology, (c) leadership style in terms of participation

in decision-making, and (d) the rewards such as salary, perquisites,
benefits, promotional prospects, status, ete.

18.6 NATURE OR CHARACTERISTIQS OF

MOTIVATION

1t is difficult to describe the nature of motivation. However, the following
points about .it deserve to be noted: : .

1.

4.

A Psychological Concept: Motivation deals with” workers on
the psychological plané. Even workers with extraordinary abilities
will not be able to perform as desired until they are effectively

) motivated.

Effective performance on the part of workers can be said to be
thé result of their abilities backed by propér motivation.

Thus, Performance = Abilities ‘Opportunity x Motivation.

While motivation has the capacity to secure desired performance

form workers, it can be effective only upon an accurate analysis’

of workers needs for the satisfaction of which they may-be induced
to work in the desired manner..

Motivation is Total, not Piecemeal: A worker cannot be motivated

in parts. For successful motivation, he should be treated as an |,

indivisible unit, taking into account all his urges and aspirations,

A motivational device which promises fulfilment of some needs
of workers and not others will fall short of its objective of evoking
total commitment of workers.

Motivation is Determined by Human Needs: A worker will

‘perform the desired activity only so long as he sees his action
as a means of continued fulfilment of his strongly-felt needs."

Once a particular need'is satisfied for good, he may lose interest
in the activity that provides him satisfaction of the said need.
In such a case, he will have to be provided awareness of satisfaction

‘of his other needs so that he continues to be inclined to 'pursuer

the said activity.

Motivation may be Financial or Non-financial: Motivation
may be provided in several ways depending upon the needs,
emotions and -sentiments of workers. But broadly speaking,. it
may be classified as financial and non-financial. '

Financial motivation seeks' to satisfy physiological and security
needs and it is by way of wages, allowances, bonus, prizes and

Motivation
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other perquisites. On the other hand, non-financial motivation
which seeks to satisfy social, recogmtmn and creative needs may
be way of appreciation for the work done higher.status and greater
responsibility, or increased participation in decision-making.

5. Motivation is a Constant Process: Human needs are infinite,
No sooner a person has satisfied one need than he seeks to satisfy
another. As very aptly put by McGregor, “Man is.a wanting animal— :
.'as soon as one of his needs is satisfied, another’ appears in its

i

placp This process is unendmg

Motivation cannot be a time-bound process. Nor can it be a touch:

and-go affair. To keep the workers continuously engaged in the
planned activities, they must be kept ih.a state or continued animafed
tension by means of unfolding before them ever new avenues for
the satlsfactmn of their limitless needs. '

18.7 THEORIES OF MOTIVATION

Workers should be persuaded, inspired -and motivated. for contributing
their best efforts in achieving the objectives of the organization. To motivate
people effectively, managers should prepare -certain plans. There are

| various plans, strategies or-théories of motivation. All of them are grouped

under two categories: (a) Traditional .théories- of motivation, (b} Modern
theories of motivation.

P

'18 7.1 Tradltlonal Theories:

1
(i) “Be strong” theory or “fear and pumshment” theory: The Philosophy
of might is right, characterized the thinking of aggressive and authoritarian
managers. Managers- developed a strategy of forcing people to work by -
threatemng to punish or dismiss them or to.cut their rewards if they did
not work well. This theory is based one the military principle, “Neither
make reply nor- question why but do nor die”, and the assumptlon is that
people would work éfficiently and with interest if they were driven. by
fear and punishment. There was tight control and rigid supervision over
workers. This strategy was successful in the early days of the Industrial
Revolution. But in the present circumstances, this theory is not practicable.
It is resisted and condemned by workers as it is authoritarisn.

(ii) Efforts and rewards theory: This: strategy or approach tried to
establish a direet relatwnshlp between efforts and rewards. F.W. Taylor-
conceived this idea in his piece-rate system of wages. Management through

|-that people could perform and contribute better to the extent they.were

rewarded. To practise this theory,-managers should establish the standards
or performance, monitor the behaviour of employees and decide about
the rewards and penalties based on the degree of performance. -




e

(iii) Monastic theory: This is almost like the efforts and rewards theory.
Here, the management -assumes that people work for money only. This
theory seeks a single cause of behaviour. It assumes that all the activities

of men are directed-only towards earning fnoney. More effective will °

provide more wages, which will further encourage the workers to more
effort. This is also known as’ the “Effort-Reward—Effort Theory”. But
this theory is criticized on the basis that rewards can serve as motivator's
up to-a particular point only,.and not beyond that.

(iv) Carrot and stick theory: This theory suggests a judicious combination
of both rewards and penalties for motivation. This- theory is based on
the strategy of putting a carrot in front of a donkey and hitting it with
a sick from behind so that it has to run. The carrot refers. to incentives

like money and other lnducements -and the stick refers to penalties,

fear of dismissal, demotion, ete. ,

(v) Be good or pa];éljnali'stic theory: After experiencing the ‘Be strong’
theory and’its limitations, some managers implemented a new strategy.
" They were kind, generous and had the interests of the employees at

heart. They functioned much as parents towards their chlldren But.

they expected loyalty; demanded respect and provided ‘their meloyees
what they though were good for them. They were fair but firm. Employees
in many cases responded to this strategy favourably. As a result, the
paternalistic theory was successful in its approach and effectively competed
with the “Be strong” and “fear and punishment” theories: High wages,

job security, good facilities for education; health, recreation and good |

work environments were provided to gain loyalty and increase efficiency
and productivity. But this theory was disliked by some people on the
" ground that they had to depend on the employers for everything, as
children on their parents. . K '

18.7.2 Modern Theories '

(i) McGregor’s theory: Douglas Murray ‘McGregor classified the basis
assumptlons on human behaviour. into two parts and called these sets
of propositions Theory X and Theory Y.

(ii}) MeGregor’s theory X: This theory was indirectl:y conceived and
applied by F.W. Taylor. But it was McGregor who stated Theory X in
very clear terms. In his own words, Theory X states, that:

Management is responsible for organizing the elements of . productive

enterprise—money, materials, and equf,pments people in the interest of

economic ends.

With respect of people this is a process of directing their efforts,
motivating them, controlling their .action; modifying their behaviour
to fit the needs of the organization.

Without the active intervention by management, people would be passive
even resistant—to organizational needs. They must, theréfore, be persuaded,

Mot.i_vm‘fon
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rewarded, punished, and controlled. Their activities must be directed.
This is management’s task. We often sum it up by saying that management
consists of getting things done through people. ,

The average man is by nature lazy, apa he works as little as possible.

He lacks ambition and dislikes responsibility.

He is inherently self-centered, indifferent to organizational needs.
He is by nature resistant to change and he is not very bright.

So this theory assumes that authorlty should be clear and flow directly
from the superiors: to subordinates without .any reservation. It implies
that management should be hard and strong.*Close supervision and tight
control over individual behaviour. has to be introduced as work by nature
is distasteful and people will try to shirk work and responsibility. But
if the management believes in this theory, it will result in a lot of problems.

N
(iii) McGregor's theory Y: In view of the above misleading assumptions
and practical difficiilties, McGregor declares, “We require a different theory
of the task of managing people based on more adequate assumptions about

“human nature and-human motivation. I am going to be so bald as'to suggest .

the broad dimension of such a theory. Call it Theory Y if you will”,.
His observations or Theory Y are as follows:

* Management is responsible for organizing the elements of productive
enterprise—money, materials, equipment; and people—in the interest
of economic ends.

* People are not by nature passive or resistant to organizational
needs: They have become so as a result of experience in organization, .

¢ Motivation, the potential for developmeént, the capacity for assuming
responsibility, the readiness to direct behaviour toward organizational
goals, are all present in people. Management does not put them
there. It is the responsibility of management t¢ make it possible
for people to recoghize and develop these human characteristics
for themselves.-

“ & The. essential task of management is to arrange organizational
conditions and methods of operation so !;hat: people can achieve
"their own goals best-by directing their .own efforts towards
qrganizati(;nal objectives.

{ Theory.Y is basically a process of creating opportunities, releasing potential,
‘removing obstacles, encouraging growth and providing guidance. It also
provides for two-way cornmunication, participate management, decentralization

and delegation of authority, emphasis on self-control, self-responsibility
and self-discipline,- emphasis’ on satisfaction of higher-level needs and
maximum scope for management development programmes. Theory Y




also assumes that work 1s as natural as play, provided the COHdlthIlS
are favourable..

{(iv) Ouchi’s theory Z: Wiilliam Ouchi proposed Theory Z as an alternative
theory of organizational behaviour. Theory Z organizational culture comprises
three major characteristics: (a) Trust, {b) Subtlety, and (c¢) Intimacy.

Theory Z outlines a complete transformation of the motivational principles
‘underlying high-performance organizations and implies a revolutionary
change in management practices. The main characteristic features of
the theory are as .follows.

+

* Long-term employment

. Emphaeié on training

* Seniority-based rewards

¢ "The Ringi System of collective decision-making.
« Embphasis on self-discipline

* Holistic concern for employees and their families o !

(v) Maslow’s theory' Human .needs can be. classified into: (a) basic
physmloglcal needs or primary needs and (b) social and psychological
needs or secondary needs. Abraham Maslow states that indiyiduals have
thése and they are motivated to satisfy these unsatisfied needs. If they are
satisfiéd, - they do not motivate individual behaviour. Needs are arranged
acco;ding to a hierarchy of importance from the basic physiological to the
complex self-actualization needs. The need at any level of the hierarchy
will emerge only when the lower level needs is full satisfied.

Maslow states that individual needs arranged in a hierarchy from the
lower-level physiological needs to the higher needs for self—aptualfzation. )
Basic physiological needs are the primary neéds of an individual. The
survival of.an individual depends upon the satisfaction of these needs,
namely, food, clothing, shelter, sex, air, water and other necessaries pf'
life. The organization helps an individual to satisfy their basic needs
by-providing reasonably good salariee, benefits and working conditions.
‘Once these needs are satisfied, the individual will get an idea—about-
the higher-level needs.

Safety and securlty needs are considered immediately after satisfying
the psychological needs of individuals. These needs can be satisfied,
from job security, income, provision for old age, insurance, and safer
working: conditions. ~ ‘
Social needs are also called belonging needs. When basic needs and
safety needs are satisfied, social needs become important. Social affiliation
will make the job interesting. These needs are: Jove and affection,
friendship, and so on.
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recogmtmn status, importance 'and respect from others. These needs
are independence, achievements, competence, skills, knowledge, initiative
and success, A very good organizational climate and more opportunity
NOTES for development responsibility, praise and promotion can play a vital
role in satlsfylng esteem needs.

After the satisfaction of the esteem needs, the hlghest level of' needs,

“self-actualization, will become an important needs. It invelves realizing
one’s potentialities, capabilities for continued self-development and self-
fulfilment. It is a personal achievement. Such challenges and achievements.
provide more satisfaction to a person. '

The above hierarchy of needs stated by Maslow proves the fact that the
second and subsequent needs do not dominate until the first and the
- . previous 1_1eeds are reasonably satizfied. Wants are continuous in nature
and there cannot be an end satisfaction, The speciality of Maslow’s theory
is that the needs arise in a certain order of preference.

_Even though Maslow’s theory of hierarchy of needs has become popular:
it is still- subjected. toza lot of criticism. The experience in continental
European countries and Japan has shown that this theory .does not apply
effectively to their executives. Most of "the American workers do not
VEI"}V ‘much bother. about. their esteem needs are better satisfied than
 their,security and social needs. Money can be a good motivator ohly for
physiological and social needs, but not for satisfying higher-level needs.
Some pecple may remain contented with the satisfaction -of physiological
aeeds’ only, without developing any further needs.

| (1) Herzberg’s hygiene-motivation theory: Frederick Herzberg and
his associates conducted research based on-the 1nterﬂew of 200 engineers
and accountants working in 11 different. firms in the Pittsburg area.
Herzberg developed a theurv with two factors. They are hygiene factors
and. motivatiénal factors, The dissatisfiers are known as hygiene factors
because they support the mental health of the workers. Another set of
Job conditions operates primarily to ‘build strong motivation and high job
‘satisfaction. They are_called as motivational factors.

Hygiene factors as stated by Herzberg are related to the work en\nronment
and are, external to the job. They include wages, fringe benefits, status,
Job security, working conditions, company policy, administration, and’
interpersonal relations. The presence'of' these factors at a satisfactory ¥
level prevents job dissatisfaction,-but. they do not provide motivation to
the workers. Even though they are. not motivators, they will prevent the
individual from becoming dissatisfied. Motivational factors are the motivators
| which "dre essential to increase the productivity of the employees. They
are also known as satisfiers and they are concernéd with job itself rather
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than the environment. These factors are recognition, feeling of achievement,
responsibility, advancement, opportunity for growth,. and so on.
Herzberg stated that it is also necessary to ;payﬁspecial attention’ to
the motivational factors of satisfiers rather than concentrating on the
traditional hygienic factors.

(i1} McClelland’s three need theory: ‘David 'C.McClelland ‘developed
further needs namely, the need for achievement, the need .for power,

and the need for affiliation. Hig observation is that businessman and -

particularly the entrepreneur managers, have more achievement motivation
than other groups is society. Such people are goal-oriented, seek” a
challenge and desire perfect feedback in the performance. People with
high affiliation needs value interpersonal relationships and are sensitive
to other people’s feelings. They want to be liked by others. They seek
company by joining clubs and associations. On the other hand, people

with a strong power need"seek to.dominate, influence. and control.
others. Such power may be positive or negative. McClelland concludes -

that the need for achievement i$ one of the key. factors of economic
growth.

(iii) Vroom’s expectancy theory: Vroom, while attacking Herzberg's -
two factor theory, offered an expectancy approach to the understanding

of motivation. His theory explams three concepts of valence, instrumentality;
and expectancy. Valence represents the value or significance of an
outcome for a person, e.g., increased salarles promotion. Instrumentality
refers to the person’s perception of the relationship between first-
level outcomes. It is the extent to which a person will feel that performance
is instrumental in getting him increased salaﬁes or promotion. Expectancy
refers to the extent to ‘which such efforts will lead to the first-level
outcome. Vroom’s theoty explains how the goals of individuals influence
their efforts and that the behaviour individuals select- depends upon
their assessment of the probability that behaviour will take with success
towards the.goal. To conclude, Vroom emphasized the significance of
individual perceptions and assessments. or organizational béhaviour_.

§

SUMMARY

*

* -'Motivation creates a sense of responsibility and special interest
in the work. It increases the desire to work; it is enthusiasm to
work:

* Effective performance on the part of workers can be said to be
the result of their.abilities backed by proper motivation. Thus
Performance. = Abilities x Opportunity x Motivation.

4 w
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NOTES

REVIEW, QUESTIONS

Define motivation, Bring. out the importance of motivation.
What are. the traditional theories of motivation? ..

Discuss Theory X and Theory Y. '
Explain\Maslové’s Hierarchy of Needs theory.

Discuss’ Herzberg's theory of motivation.

SIS

Ellxplaih‘ Theory Z of management.
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19.1 Introduction -

19.2 Definitions

19.3 Importance of Communication

19.4. Process of Communication

18.5 Principles of Communication

19.6 Communication Methods

19.7 Essentials of Good Communication

19.8 Barriers to Communlcahon :

19.9 Methods of Overcommg Commumcatlon Barriers
19.10 | Effectwe Communication

19.11 Ten Commandments of Good Communication: AMA (1961)

| 19.12 Electronic Media in Communication )
a Summary '

O Review Questions

19.1 INTRODUCTION

Communication is essential ‘to minimize conflict, confusion and chaos.
It eliminates friction, frustration, and helps in m‘otivating people.
Communication is a vital link, a process of linking executives to workmen
and workers to superiors. It is a dynamic interactive process of connecting
people to. people. As Raymond V. Lesikar states in his Business.
Communication, 70 per cent of our active hours are spent-in commumcatmg
.verbally, listening, speaking, reading and writing in that order.

The term communication is derived from the original Latin word conimunize,
which means .fcommon”. It involves the act of imparting-a common
idea or undet:standirig to 'anot}iér person and covers any behaviour
that affects an exchange of mea{niﬁg. Communication basically refers
to the meaningful transmission. of ideas to others, either orally or in
writing, It can also take the form c_:f symbols, codes, electronic impulses
or even silence. Communication has become a very significant subject
today not only J;For management experts, but also for technicians, engineers,
psychologists, sociologists and organizational theorisis.

Self-Instructional Material 207




Principles ‘and Practices

of Management

NOTES

208 Self-Instructional Material

‘imparting ideas and making oneself understood by others.

19.2 DEFINITIONS o g

CYRIL L. HUDSON: Communication in its simplest form is conveymg
of information from one person to another.

LOUIS A. ALLEN: Communication .is-the sum of all the things one
person does when he wants to create understandmg in the mind of another.
It is a bridge of meaning. It involves a systematic and continuous process

| of telhng, listening and understanding.

THEO HAIMANN: Communication is the process of passing information
and understanding from one person to another ..... .... It is the process of'

-

CHARLES E. REDFIELD: Communication is the broad field of human
understanding and interchange of facts and opinions and not the technolog‘nes
of telephone, telegraph, radio and the like.

KOONTZ AND O’DONNELL’ Communication is ,an exchange of facts,
ideas, opinions or emotions by two or more people. ~

KEITH DAYIS: Communication is the process -of* passmg 1nformat10n
and understandmg from one person to anéther. It is essentially a bridge

‘of meaning between people. By using this brldge of meaning, a person

can safely cross the river of misunderstanding that separates all people. =
NEWMAN AND.SUMMER: Communication is an exchange of facts, ideas,

opinions or emotions by two or more persons.

Careful scrutiny of the above definitions will reveal that communication

- essentially involves at least two people: only one person cannot comm u_nicate'.

Communication is both information and inderstanding: It includes all
possible means by which matter is conveyed from person to perso\h
Commumcatmn is directed towards a response.

19.3 IMPORTAN_CE OF CQMMUﬁICATION_

Importance of communication could be brought into hmehght through
the following points:

(i) Communication is the basis of organizational functioning:
It 1s only when necessary communications are made to subordinates
and operators; about their jobs that action on their part is possible.
In fact, communication is the .petrol which drives the vehlcle of
the -organization.

(ii), Communication as an aid to planining: Communication is an
aid to the process of decision-making in general; and planning, in
‘particular. Any type of deéision—making (including planning decisions)
requires, among other things, basic information about the enterprise




(iii)

(iv)

(v)

(vi)

resources and limitations, and the external environmental factors;
which must.be supplied i.e., communicated to the management
by suitable agencies. In fact,'much of the accuracy of planning
would very much depend on the accuracy of information
communicated to the management, in, this. regard.

Communication as an aid to leadership: Communication is
very basic to the process of exercising .interpersonal influence,
through leadership. A leader communicates the objectives, policies,

rules and procedures of the énterprise to followers and also |

communicates the necessary work—orders, instructions and guidance
to them, for the proper execution of the intended jobs, to be
performed by the "groﬁp. The members of the group i.e., followers
would communicate their problems, needs and performance to
the leader. The better is the communication system existing

“between the leader and his followers; thé better are.likely to be
the results, produced by the group, durin_g the process of exercising -

leadership.

Communication as an ald to coordination: Coordmatmn is
greatly facilitated when persons doing similar work :or related
aspects of work, are in”perfect mutual understandmg with one
another—as to the manner and approach to work-performance.
Such- mutual understanding among people interest, is largely
an outcome of free communication ‘allowed to exist among them;
thrpugh which they can reconcile their differences and agree on
a common approach to work performance. Hence, communication
is a good and great aid to achieving ‘coordination of 1nd1v1dual
efforts. N

Communication helps overcoming -resistance to changes_

and ensures their implementation: People, in general, resist
to changés when changes are either not properly communicated
to them or the purposé behind introducing such changes is not
explained to them. Through communication, the management

.can convince people of the desirability of 'i"ntroducing organizational

changes, overcome resistance. to them and prepare a base for
their implementation. !

Communication .as the basis of good human relations:
Communication promotes good human relations, in the organizational
life. Apparently communications is transfer messages;.while

intrinsically it is transmission of understanding among the sender

and the recipients. of messaées. A free flow of communication,
through facilitating transmission of inderstanding, paves the
way for the development of good human relations in the organization.

1
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Principles and Practices - In particular, communication helps to resolve differences; helps
of Management . " L ) .
in redressal of grievances and becomes the basis for

¢ Sound manager subordinate “relations

* Sound labour management relations
NOTES ’ -

(vii) Communication helps building good public relations: Good
public relations comprise relations of the enterprise with outside
agencies, particularly consumers and thé public at large. Many
business enterprises, now-a-days, maintain a separate public
relations department; which basically entertﬁins' problemns; |
complaints of the public and ‘assures them of, their solution.
What process: the public relations department follows in building
good public* relations, is largely a process of entering into
communication with the public-communicating to the public and
being communicated by it.

(viii) Communication as an aid to controlling: The essence of controlling
is the remedial action initiated by management to'correct deviations .
in actual performance, as against the planned standards. Such
remedial action is possible; only when the actual performance
of people and.the deviations from” standards are communicated

: . to management, for controlling purposes.

(ix) Communication facilitates delegation of authority: Delegation
of authority is entirely based on the process of communiéation.
A superior éommunicates the job assignment, necessary instructions,
etc. to the subordinate; and the latter, in turn, communicates
his problems, difficulties and progress of work to' the former.
Maintaining open lines of communication between the superior
and the subordinate, is a prerequisite for successful delegation
of authority. ' '

(x) Communication as pervading all walks of organizational
life: Communication is needed in personriel matters, like recrﬁitment,_
selection, training, orientation, and placement, etc: of emplpyees.
It is needed for purposes of motivating subordinates. Enforcement
of discipline, in the organization, requires communication of the
rules of organization to all members of the organization. As a
matter of fact, communication pervades all walks of organizational
life. ’

-

19.4 PROCESS OF COMMUNICATION

The process of communication consists of the following steps or
stages: : ’

210 Self-Instructional Material © :
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1)

(i1)
(i11)

(iv)

{v)

(v1)

“{wii)

Message: This is the background step to the process of
communication, which, by forming the subject matter of
communication necessitates the start of a communication process.
The messige might be a fact or an idea, or a request or a suggestion,
or an order or a grievance,

Sender: The actual process of communication is initiated at the

hands of the sender; who takes steps to-send the message to the | .

recipient.

Encoding: Encoding means giving a form and meaning to the
message through expressing in mto—words symbols, gestures,
graph, drawings, etc. =

Medium: It refers to the method-or channel, through which the
message is to be conveyed to the recipient. For example, an oral
communication migh* be made through a peon or over the t_elep-hone,

“etc; while a written communication’ might be routed through a

letter or a notice displayed on the notice-board, gté.

Recipient (or the Receiver): Technically, a.communication is
complete, only when it comes to the knowledge of the intended

person i.e., the recipient or the receiver.

Decoding: Decoding means the interpretation’ of the message
by the recipient; with a view to . getting the meaning of the
message, as per the intentions of the sender:. It is at this stage
in the communication process, that communication is phllosophmally
defined as, ‘the transmission of understandmg’

Feedback: To complete the communication process, sending
feedback to communication, by the recipient to the sender is

ikmperative. ‘Feedback’ implies the reaction or response of the:

recipient. to the message, comprised in the communication.

19.5 PRINCIPLES OF COMMUNICATION

In order to be effective and meaningful, the managerial function of
communication must be guided by the following principles:

(1)

Principle of Understanding: Communication must be such, as

_transmits, understandmg of the communication message to the

recipient; as per the intentions of the sender.

A-practical a_pphcatmn of this principle requires that the message
must-be clearly expressed—whether made orally or in writing.

Further, the message must be complete—leaving no scope for

any doubts likely to confuse the recipient and compel him towards
a misinterpretation of the message.
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(i)

(iii)

(iv).

(¥)

(vi)

(vii)

Principle of Attention: Communication must be made in such
a manner; that it invites the attention of the recipient to it.
For .a practical applic'ation of this,principle, it is imperative
that not only must the message be expressed in a pleasant and
sound manner; but also the purpose of the sender in making
communication, must be absolutely clarified. '

Principle of Brevity: The .message to be communicated must
be brief; as usually the recipient, specially an executive, would
not have much time to devote to a single piece of communication,

However, brevity of the message must not bé sought at the cost
of clarity or completeness of the message. The sender must strike
a balance among these three forces—brevity, clarity and
completeness. ' ’

'The Principle of Timeliness: The communication must be timely
i.e., must be made at the high time, when geéded to be communicated
to the recipient. An advance communication carries with it the
danger of ‘forgetting’, on the part of the recipient, while a delayed
communication loses its purpese and charm, and:. becomes
meaningléss, when the right time for action on it has expired.

The Principle of Appropriateness (or Rationality): The
communication must be appropriate or rational, in the-context
of the'realization of organizational objectives.

1
Communication must be neither impracticable to act upon; nor
irrational, making no contributiorl to common objectives.

Principle of Feedbaik: Communication must be a two-way
process. The feedback (or reaction or response) of the recipient
to the message, must be as easily transferable to the sender, as
the original communicable made -by the sender.

The idea behind emphasizing on the feedback aspect of
commumcatlon is that it helps the sender to modify his subsequent
commumcatlons in view of the reactions of the rec:plent—-makmg
for better and improved human relations.

Principle of the Constructive and Strategic Use of Informal
‘Groups: The management must not hesitate in making a
constructive and strategic use of informal groups; for ensuring
and facilitating speedier communications in emergency situations.
Such as a use of informal groups would also help develop good
human relatnons-—by upgrading the status of informal groups.
and’ their leaders. : . .

However, management lhust_ assure itself that rumors are not
spréad by informal groups. And for this, a guard over the manner
~of functlonmg of informal groups, while transmlttmg a formal
communication, is but imperative,




J -

19.6 COMMUNICATION METHODS. _ ‘

Communication -

There are three 1mportant methods of cemmumcatlon (a) Verbal
Commumcatlon (b) Written Communication and (c) Gesticulation. -
(a) Verbal Communication: It is a face-to-face type of communication _ NOTES

g - mvolvmg conversation. Conversation is a natural human activity,
' and a'more effective method of communication. It provides clarity,
accuracy, ceftainty and nearness for communication. ‘Verbal
communication ‘can also be made through mechanical devices
like telephones, intercoms, dictating machines, ete. In oyganizatibns, -

verbal communication is popular both for downward and upward
communication. Instructions, Iecturers orders and counseling

are done through verbal communication. It helps ‘in gettmg quick
responses and good’ feedback ‘It develops a frlendly env1ronment

‘Y cooperation and tesm spirit. In emergency eltuatlons, it is the
' best method of communication. But the problem is distance or
mlsunderstandlng It creates legal difficulties also as there will

not be any decumentary ev:dence

' (b) Wntten Commumcat:on* It is the most 1mportant medium of
commumcatmn ‘Orders, mstructlons circulars, manuals, handbooks,
etc. are pmude‘d only through written communication. It can be
transmitted mmu]taneously to numerous persons. Workers can |
_also give their suggestions and_grievances in writing. Written :
communication serves as a per:manent reference; it is official . .
and more effective; it should be drafted clearly, correctly, completely '

. and convincingly to make it effective. -

(¢) Gesticulation: Gesticulation is a method supplementai'y to verhsl N
communication. A handshake, a pat on the back, can be effective
gesticulation, ‘communicating appreciation or praise.

19.7 ESSENTIALS OF- GOOD COMMUNICATION

1. Have Clarity of Thought: The idea to be communicated should
be clear and complete without any conflict or confusion; Employee |
communication 'in particular should be specific, meaningful and

- clear, without any-abstract ideas and vagueness. The language
spoken should be common and understandable

2. Commumcatlon should be Functional: A superior who states
that he will trust the workers and then proceeds to make unnecessary

~ or too many checks on the workers will fail“in communication.
He must say what he means, and he must mean what he says.

A manager who insists on the punctuality of workers can make |

-the communication functional, and when he is punctual. This is
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essentlal because it is human psycholog‘y to dlscount a message
when the attitude and ‘actions behind it contradlct it.

Develop’ Participation: Communication cannot be a one-way
traffic. Both the communication channels should be kept open.
Workers are not mere listeners; they also will- have somethlng
to say. Managers should encourage part1c1pat1ve communication
50 as to have an ob_]ectwe and perfect understanding of mtuahons

Plan the Transmission: A communicator has to plan carefully
about what to communlcate. One has to plan about -the media
and channels to make the communication. most effective. A
harmonious blend of both formal and informal channels will
make the communication more efféctive.

_ Develop Listening Systems: Listening plays a vital 'rple- in
. the perfect understanding of a communication. It is an art which

can be developed by continuous practice. There is a tendency on
the:part of managers not to listen to workers with real interest,
which should be avoided. Good listening is good understanding.

Maintain Cordial Superiqr—Subordinéte hélationship:

'Effective communication is possible ‘only when the employer-

employee relationship is cordial. There must be mutnal trust,
faith- and perfect understandmg on both sules Coordination on
the part of managers and cooperation on the part of workers
will help in making the communication more effective.

Regulate the Flow of Inforniation:-Conimunica_tion flow.should

be optimum without any shortage or- overloading. Communication
should not create a gap because of shortages, or be a burden
because of overloading. Top management need not go through

. all the incoming messages. Only exceptionally important messages

can be handed over to the top management and the remaining
routine matters can be decided at the lower level itself.

Use Feedback Effectively: Feedback will give a suitable response

to the sender of the communication, Immediate and prompt feedback

will make the communication very clear.

‘¢

"19.8 BARRIERS: TO COMMUNICATION

to communication.

- There are various barriers to good and effective communication. But
the'_inain barrier is-the fact that many organizations really do not
provide or encourage two-way communication. There are other barriers
causing breakdowns, digbortion or rumours. If these barriers are
removed, a considerable degree of effectiveness and accuracy can be
achieved in communication. The following are the important barriers

hY




‘Barriers in Organizational Structure: A rigid and ultra-formal .

organizational structure creates problems of re-communication.
Ulrich and Booz have stated that good communication exists
where anyone in the osganization is free-to contact whoever can
help him with his problems. Long lines of communication, great
distance of subordinates from superiors, lack of proper and regular

instructions, and overloading of work at certain levels of authority

may also create barriers of communication.

Semantic Barriers: Semantics is the science of .meaning. The
receiver of the message should perceive and understand the
message in the same sense in which the sender has communicated
it. As words will have different meanings, they may be understood
in different senses by different people.

Difference in Status or Rank: Difference in rank and status
is always a source of misunderstanding. The placing of persons
in supérior and subordinate relationships ‘may inhibit a free
" flow of information, ideas, suggestions and questions.. What the
superior sees in his position as responsibility, the subordinate
sees as ‘power. Sometimes, mild criticism or a small piece of
advice given by a’ superior to help a subordinate may be taken
as a strong reprimand. The greater the rank difference,-the
greater will be the distortion. Factors which increase the rank
barriers are unavailability at short notice, special executive
chambers elahorate offices, etc. The superior with his status
may feel that he cannot fully adit to his subordinates those
problems, conditions or results which may reflect adversely on
his ability and judgement. -

Badly Expresses Messages: Messages which are vague, abstract,
lack coherence, have poor sentence formation, and repetitive,
etc. may affect the quality of the communication.

Faulty Translation: Language is an important barrier. Every
type.of information has te be translated into. understandable
pieces of information. ‘

Loss by Transmission and Retention: In oral communication,
30 ger cent of the information is lost in each transmission. Even
in- written communication, there may be poor' retention.

Distrust of the Communicator: If a superior has no trust.and
confidence in his employees, he will tend to listen to them in a
prejudiced or biased manner. Ultimately, this may result in inaccurate
responses and ineffective communication.

‘Faulty Listening: Telhng will be meaning unless someone is
listening to it. Listening requires thinking, processing and
understanding the message. One must have -patience, interest
and active participation in listening.

Communication
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9. Emotional Approach: When a communication is packed with emotlon '
there will not be any objectivity in it.

10. Resistance to Change: When new ideas are 'introduced, they
may not be welcomed by employees’as they may prefer to maintain -
status quo. Change in timing or methodology may not be received
immediately and accepted well.

11. Overloadmg of Communication: Overloading of commumcatwn_ )
channels may create a traffic jam in the, channels resulting in
noise and irrelevant messages; as happens often in telephones.

One can overcome all such barriers by planning the communication system
properly, and by recognizing the human elements involved in jt. Messages
must be direct and simple; the language should be understandable; provision
for a good feedback system has to be made; listening 'should be proper

and effective; and there must be coherence clarlty and con51stency in

commumcatmn
19.9 METHODS OF OVERCOMING
COMMUNICATION BARRIERS

* Eachand every employee in an orgamzatlon should take responsnblhty
for sending message.

¢ For communlcatlng a partlcular message, the management has to
follow ‘the upward downward ‘or horiZontal systems.

¢ The management has to inform all employees about the need for
communlcatlon : i

* The message should be sent in a simple and clear language
* A good information system should be established.
-» If necessary, communication should be sent informally.

¢ Employees must send correct .information.

19.10 EFFECTIVE COM]V[UNICATION

For effectlve communication, the Amerlcan Management Association (AMA) -
has identified the following points: .

* A clear message

. A'dvantage of communication

. Understandlng the physmal and human environments -

.. Consultatmn with other experts in preparmg ‘the information
» . Discussion.on important aspects of commusiication

* The Values of the receivér . *

* Importance of the communication , : 7




Fallow-up action

"Comipleting the job as ‘per the communication

Possessing good listening skills .

i9.11 TEN COMMANDMENTS OF GOOD

COMM'UNICATION AMA (1961)

Seek to clarify your ideas before communicating: The more |

systematically. we analyze the problem or idea to be communicated,
the -clearer it becomes. This is the first step towards effective
communication. Many ‘communications fail because of inadequate
planning. Good planning must consider the goals and attitude

of those 'who will receive the communication and those who will.

be affected by it.

Examine the true purpose of each.-communication: Before

you communicate, ask yourself what you really want to accomplish
.with your message—to obtain information, to.initiate action, to

change .another . person’s attitude.or behaviour. Identify your
most . important goal and then adapt your language, tone and
total approach to sérve that specific objective. Don'’t try to.-accomplish
too much with each communication. The sharper the focus of
your message, the greater its chances of sources.

" Consider the total physical and human setting whenever-

you .communicate: Meaning and intent are conveyed by more
than'words alone. Many other factors influence the overall impact
of a communication and you must be sensitive to the total setting

in which you communicate. Consider, for example, your sense.of | -
timing i.e., the circumstances under which you make an

announcement or, render a decision; the physical setting — whether
you.comrmunicate in private, for example, or otherwise; the social
climate that pervades work relatlonshlps within the company
or a department and sets the tone of its communications; custom
and past prattice—the degree to which your communication conforms
to, or departs from the expectations of your audience.

Be constantly aware of the total setting in which you communicate.

Ithis essential that communication adapts to its environment. . '

Consult with others, where appropriate, in planmng

commumcatmns. F requently, it is desmable to seé the partlclpatlon ‘

of others in planning a communication or.developing the facts
on which to base it. Such consultation often helps to lend additional
insight and objectivity to your message. Moreover, those who
have helped you plan your communlcatlon will give it their
active support
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Be mindful, while you’communicate,'of the,overtones as well
as the basic content of your messag'e;-Your tone of voice, your
expression, your apparent receptiveness to the responses of others—
all have tremendous impact on those you wish to reach. Frequently
overlooked, these subtleties of communication often affect a listener’s
reaction to a message even more than its basic content. Similarly,
your choice of language—par;ticularly yBur awareness of the fine
shades of meaning and emotion in the words you use— predetermines

"in large part—the reactions of your listeners.

Take the opportunity, when in arises, to convey something
of help or value to the receiver: Consideration of the other
person’s interests and needs—the ability to look at thinks from
his point of view will frequently create opportunities to. convey
something of immediate benefit or long-range value to him. People
on the job are the most responsive to the managers whose riies‘sages
take their own interests -into account. This is called empathy in
communication, -

Follow-up your communication: Our best efforts at communication
may be wasted, and we may never know whether we have succeeded
in expressing our true meaning and intent, if we do not follow up
to-see’ how well we have _pL;t our message across.:

This you can do };Jy asking questions, by encouraging ‘the receiver
to express his reactions, by fo'llo‘w-up contacts, by subsequent review
of the performance. Make certain that every important communication
has a feedback so.that complete understanding and appropriate -
action result.

Communicate for tomorrow as well as today: While
communications may be aimed primarily at meeting the demands
of an im_médiaté situation, they must be planned with the past in
mind, if they are to maintain consistency in the receiver’s view;
but, most important of all, they must be consistent with long-
range interests and goals. For example, it is not easy to communicate
frankly on such matters as poor performance or the shortcoming
of a loyal subordinate but postponing disagreeable communications
makes them more difficult in the long run and is actually unfair
to your subordinates and your company.

Be sure your actions support your commumcatlons In the
final analysis, the most persuasive kind of commumcatlon is not
what you say but.what you do. When a'man’s actions or attitudes
contradict his words, we tend to discount what he has said. For

.every manager, this means that good supervisory practices—clear

assignment of responsibility and authority, fair rewards for effort,.
and sound- policy enforcement—serve to communicate more than
all gifts of oratory.




10. Seek not only tobe understood but to understand: be a
good listener: When we start talking, we often cease to listen—
" in that larger sense of being attuned to the other person’s unspoken

reactions and attitudes. Even more serious is the fact that we |

are all guilty, at times, of inattentiveness when others are attempting
to communicate with us. Listening is one of the most important,
most difficult and most neglected skills in communication. It
demands that we concentrate not only on the explicit meanings
another person is expressmg but on the 1mphc1t meanings, unspoken
words and undertones that may be far more significant. Thus,
we must learn to listen with the inner ear, if we are.to know

. f
the inner. man. : ’;

e

19.12 ELECTRONIC MEDIA IN COMMUNICATION

" Managers have studied and are gradually adopting various electronic
devices that improve communication. Electronic equipment includes
mainframe'compu‘cers,- mini computers, personal computers, electronic
mail systems, and electronic typewriters, as  well as.cellular telephones
for making telephone calls from cars and beepers for keeping in contact

with the office. Let us first look at telecommunication in general and |

at the increasing use of teleconferencing in particular.

Telecommunication

Although telecommunication is just emerging, a number of companies
have already effectively utilized the new technology in a variety of
ways, as shown by the following examples.

- 1. A large bank supplies hardware and software to its customers
so that they can easily transfer funds to their suppliers.

2. Several banks now make bank- -by- phone services available even
to individuals.

3. Facsimile mail service ensures de]i\_{ery of a document across
the country within hours. -

4. The computerized airline reservation system facilitating makmg
travel arrangements. .o

5. One large medical supply company gained a competitive edge
by providing hospital purchasing agents with opportunity to
enter supply orders directly at the computer terminal.

6. Many firms now have detailed personnel information—including
performance appraisals and career development plans—in a data
bank. '

As you can see, there aré many applications of telecommunication.-But
to make telecommunication systems .effective, the technical experts

Communication
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must make every effort to identify the real needs of managers and cusﬁ:mers
and ‘to design systems that are useful. Let us now turn to a spemﬁc

application of the new technology: teleconferencmg

Téleconferencing

For sometime now companies such as IBM, Bank of America, and Hughes
have used teléconferencing. However, due to the wide variety of systems,
including audio systems, audio systems with snapshots displayed on the
video monitor and live video systems, the term “teleconferencing” is
difficult to déefine. In general, most people think of a teleconference as
a group of people interacting with each other by, means of -audio and
video medla with moving .or still -pictures. '

. Full-motivation video is frequently used to hold meetings among managers.
Not only do they hear each other, but they can also see each others

expressions or discuss some visual display. This kind of communication
is, of course, rather expensive, and audio in combination with still video
may be used mstead This method of communicating may. be useful for
shawmg charts or 1lIustratlons during a technical discussion. -

Advantage‘s

Some of the potential ‘advantages of teleconferencing include savings in -

| travel expenses and travel time. Also, conferences can he held wherever

necessary, since there is no need to make.travel plans long in advance.
Because meetings can be held more frequently, communication is improved
between, for example, headguarters and geographically scattered diverts.

Disadvantages

‘There are also drawbacks to teleconferencmg Because of the easier

arranging meetings in this manner, they may be held more often than
necessary. Moreover, since this approach uses rather new technology,
the equipment is sub_]ect to breakdowns. Most important, perhaps,
teleconferencing is a poor substitute for meeting with other persons
faee-to-face. Despite these limitations, an increased use of teleconferencing
is likely in the future. . ‘

*  SUMMARY

*

*  Communication is essential to minimize conflict, confusion and
chaos. It eliminates friction, frustration aiid helps in motivating
people. "

». Communication is the sum of all the things one person does when
he wants to create understandlng in the mind of another. It is a
bridge of meaning. It tnvolves a systematic and continuous process
of telling, hstemng and, understandmg
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A leader communicates the objectives, policies, rules and procedures
of the enterprise to followers and also communicates the necessary
work-orders, instructions and gurdance to them, for the proper

“execution of the intended jobs, to be performed by the group.

Delegatwn of authorlty is entlrely based on the process of

" communication. A superior communicates the job aSSIg‘nment

necessary instructions, etc. to the’ subordinate; and the latter,
in turn,‘communicates his problems difficulties and progress of
work to the former. Maintaining open -lines’ of communication
between the superior and the subordinate, is a prerequ:mte for
successful delegation of authority.

Decoding means the interpretation of the message i)y the recipient;
with a view to getting the ‘meaning of the message, as per the
intentions of the sender. It is at this stagé in the communication
process, ‘that communication is philosophically defined as, ‘the
transmission of understanding’.

REVIEW QUESTIONS

Explain the importarice of. communication.

What are the modes of communication?

What are the types of. communication?

What are the \;arious barriers to ¢communication?

How can one overcome the communication by .barriers?
Explain the essentials of good ‘communication.

What' is the role of electronic media in communication?

Write down the advantages and disadvantages of teleconferencing?

Il
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UNIT 20 CONTROL PROCESS

20.1 . Introduction

20.2 Definitions

20.3 Control Versus Controls

20.4 Importance of Control

20.5 Limitations of Control

20.6 Characteristics of Control

20.7 Elements of Control _ ;
20.8 Essentials of A Good Control System

20.9 Types of Control
20.10 The Control Process

© 0O Summary . ’ o

0O .Review Questions

20.1 INTRODUCTION

Control is a fundamental managerial function or process which measures
current performance and guides it towards spme predetermined objectives.
The essence of control lies in checking progress against plans, setting
up individual and organizational performance standards, and seeing
that they are achieved as per the plan. Henry Fayol states that in an
undertaking, control consists of verifying whether everything occurs
in conformity. with the plan adopted, the instructions issued and the
principles established. Its obJect is to point out weaknesses and errors
in order to rectify them and prevent their recurrence. It operates on
everything: tflings, people and actions.

The. process of control also involves assessment of present or recent
operations to identify desirable changes when performance is found to
be unsatlsfactory The essence of control.is action, which adjusts operations
to predetermmed standards, an(\l its basis is 1nfqrmat10n in the hands
of managers. There are various possibilities like confusion,_‘mistakes,
delay, loss of effort and friction which may result in deviation from the
original plans and programmes. So mere planning may not'be adequate.

Control highlights-all such deviations as soon as they appear between
fee performance and the standards prescribed. ,
°q
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20. 2 DEFINITIONS

KOONTZ AND O’'DONNELL: Control is measurement and correction
of the performance of activities of subordinates in order to make sure
that enterprise objectives and plans devised to attain them are being
accomplished.

ERNEST DALE: Control is a system which not only provides a historical |

record of what has happened to the business as a whole, but also
pinpoints the reasons why it has happened and provides the data that

enable the chief executive or the departmental head to take corrective .

steps if he is on the wrong track.

GEORGE R. TERRY: Control is determining what is being accomphshed '

that is, evaluating the performance, and if necessary, applying corrective
measures so that the performance takes place according to plans.

20.3 CONTROL VERSUS CONTROLS

In the normal course, controls are conceived as plural of control. But
this is.-a misconception. As ‘rent’ in economics has a different mg.ani'ng,
g0 is the term ‘controls’ having a surpﬁsingly-differenf meaning in
management and organizational behaviour literature. In management,
controls means measurements, whereas controlling is a process of gathering
and feeding back information about performanceé so that decision makers
can compare actual results with .planned resilts and decide what to do
about any apparent discrepancies or problems

Peter F. Druker a well-known authority on management, bnngs out
the distinction between the term ‘control’ and ‘controls’, in the following
fashion:

(i) Controls refer to measurement and information whereas control
is related to -‘direction’.

(ii) Controls pertain to means and control pertaiﬁ".; to an end.

(iii) Controls deal with facts and with the events of the. past; control |

on the other hand, deals with expectations, i.e. with future.

N 3
(iv) Controls are ‘analytical and concerned with what was and what
is, Control is normative and concerned with ought to be.

Thus, controls are means to an end, ‘end’ being control.

20.4 IMPORTANCE OF CONTROL

Control encourages top management for-_more' and more delegation
and decentralization. It spots the areas of.weaknesses and the range
of deviations from the original plans. It stimulates action which will

" Control Process
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gear up all the aepartments.,McFa'rland'says' that' “Control is vii;_al to
the strength and morale. of company employees” — workers will never
like a situation to go out of control. Control will help in taking correct
and clear-cut decisions. It can make planning effective and meaningful.

20.5 LIMITATIONS. OF CONTROL

It is very difficult to establish standards for intangible activities.

Control cannot be effectively exercised over external factors
which are basically uncontrollable.

Intensive control measures may be resisted by employees.
Control may not.function effectively with untrained and unqualified
subordinates.

5. Control may be resisted on the ground that it interferes with
freedom- of individual thinking and action:

20.6 CHARACTERISTICS OF CONTROL

Control and planning are inseparable. No, business can exist without
these twin concepts in some form or other. Control cannot exist without
planning and therefore, the planning has to be designed to fit the
spemﬁcatmn of. control. A .standard is a type of plan whlch guides in

*

evaluating performance.
Control 1s a continuous process. Control is a process of constant revision
and analysis of standards, and understandmg of the variation between
the plans and the performance. '

Control is forward looking. One cannot exercise any control over the
past. One can only review the.past events. Control is possible only of
future pegformance.

Control is all-pervasive. Even though the scope of control varies, control

- as sﬁg’h functions at all levels of responsibility to execute plans.

Control has a positive approach. Control can never be negative, and it
is not an obstacle ‘or a bottleneck; it is a managerial necessity, and will
help the management -in getting positive and successful results.

20.7 ELEMENTS OF CONTROL

There are six elements in control system. An executive exercising control
has to understand each element in the context of its necessity. These
elements are:

L




Authority
Knowledge
Guidance
Direction
Constraint

Restraint

All these elements are absolutely essentlal to exercise an effective

control

20.8 ESSENTIALS OF A GOOD CONTROL SYSTEM

The following are broad conmderatwns wh1ch are essential to have an-

effective control system:

1.

5t

6.

Suitability: -The nature and need of the activity w111 help in

determining a good system of control. Controls in a production”

department will be different from ‘those used in rharketing
departments. Control for the productlon manager will.be different
from control for a supervisor. ’

Prompt Reporting: If there are any de\rlatlons from the plans
and standards, they must be reported promptly and immediately.

Forward-looking: A good control systém should-avoid the possibility
of getting. similar deviations in future. All potentlal dev1at10ns' '

should be corrected.

Focus on Strategic Points: A good system of_ control not only

points out the deviations or exceptions but-also pinpoints where
they are vital or strategic. L

quxil;le_: A good control system should remain workable even _

when the plins are changed or standards are altered.

Ohjective. To have effective confrol there should be objéctive,
precise and suitable standards They should be definite and
determinable,

Economical: The cost of installation and operation of a control
system should be justified by its benefits..

.. Understandable: A control system should be clear and easily
understandable to the people who will _use it, so that’ control

becomes easy, smooth and meanmgful

Remedial Action: A good cont.rol system not only defects deviation,
but also suggests practical corrective action. Koontz and O'Donnell
state that an adequate system of control should disclose where
failures are occurring,- who is responsible for them and what
should be- done about them.

Control Process
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10. Human Factor: A good control system should be worker-centred
rather than work-centered. Accountability for major deviations
and assistance for improvement should be organized.

To conclude: planning is the basis of control, action is essence, delegation
is the key; and information-is the guide.

20.9 TYPES OF CONTROL. .

Depending on the ‘time’ at which control is applied, controls are of three
types—historical (feedback), concurrent, and predictive ('fee;i-forward).

1. Historical Control

Traditionally, control was viewed as historical. It is because most of the
control inethods measure results after the performance. Control provides

-informaton as to how the goals of organization are met or not met Income

statements and position statements are examples of this type of control.

Here, control is seen as a postmortem of events the purpose of which is

to improve in the future.

Another name for historical controls is the feedback controls. Feedback
control (or post-action control) is largely historical. In other words, the
measured activity has already occurred, and it is impossible to go back
and correct performance to bring it up to the standard. Instead, correction
must.occur after the fact. Examples of feedback controls are disciplinary
action, performance appraisal interviews, financial and budgetary results
and final inspections. '

2. Concurrent Control

It is also called ‘real time® control. Concurrent control techniques immediately
consider any problem and analyze it to take necessary and corrective
steps before any major damage is: done. Control chart is an example of
this control. ' '

Concurrent controls are also known by another name ‘steering controls’™

and occur while an activity is“taking place. The navigator of an aircraft
who adjusts the aircraft’s movements‘is an example of concurrent control.
When you ride a bicycle, you must adjust your steering constantly, depending

.on the turns in the road, obstacles, and changes in the terrain to keep

your vehicle upright and move toward your destination:

3. _Predict‘ive Control

Here, the control system anticipates prbblgms thé management encounters

in future. Cash budget is an example of this type where the finance

manager is in a position to estimate the next year’s flow of cash. If there
is a shortage of funds in a particular month, he can arrange for bank
loan or some ather alternative. Predictive control is also frequently termed
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as ‘feed forward control’. Predictive control attempts to anticipate problems Control Process
or deviations from the standard in advance of their occurrence. It is, -

-thus, a more, aggressive, active approach to control, allowing corrective

action to be taken in advance of the problem. One notable characteristic,

of feed forward control is that it anticipates problems and permits NOTES
action to be taken befo{re a problem occurs. '

Feed forward and ‘concurrent controls are sufficiently timely to allow "
management to take corrective changes and still achieve objectives.
But there are.several other factors to be considered such as: .

(i) Despite their appeal, they are costly.

(ii) Many actnntles do not lend themselves to frequent and continuous
monitoring.

-

'(iii) At some point, excessive control becomes counter-productive.

20.10 THE CONTROL PROCESS .

K. Boulding states that the barest essential of any organization is a
control mechanism. Control is the key factor. If the control mechanism
fails, plans and programmes' will also fail. A control mechanism or
control process’has five basic elements. They are as follows.

* Establishment of standards of performance
¢ Measurement of actual performanze

e Comparison of actual performarice with the original standards
. .Taking corrective action
* Feedback

1. Establishiment of Standards of Performance: A'standard is
.a’criterion against which future résults can be measured. Such :
standards may be tanglble or intangible. A standard should be
tangible, for better evaluation. It should be clear.and meaningful.
Performance standards are expressed in terms of cost, guality,
quantity and time. Standards like emp]oyee morale discipline,
public relations, image of the concern, etc. cannot be easﬂy quantified,

. as they are intangible. Quantitative standards can be determined
) by statistical methods such as sampling.

2. Measurement of Actual Performance: The very purpose of
control is to check or measure the actual performance. If the -
standards prescribed are tangible, it is easy to measure .the
‘performance in similar units. If the standards are intangible, it
is difficult to measure the performance Work, operations and

> turnout should be observed, measured and facts collected. Statistical
data, reports, oplmons accounting mformatlon ete. w1ll help in

h . measuring the actual performance.
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of Management After: measuring the actual. performance it has to be compared

- with the original standards. The comparlson may dlsclose either

agreements or deviations from the standards estabhshed But the

“NOTES ' manager has to be very clear about the concept of deviation: minor

' or negligible deviations may be 1gn0red but major and significant

deviations should be correctly understood For this, the manager

must have his own range of tolerance, “which he can fix w1th his
knowledge and experience.

4. Taking Corrective Action: As soon as deviations are reported,
the concerned manager should take steps to correct the action.
This is essential because measurement of performance should not

- " become just a ritual or postmortem of past events. If the*deviation

1s significant, then the original standard itself has to be rechecked.
Corrective action should be taken immediately, without any loss
of time. Corrective action may be improving the methodology,
techniques, organizational structure, proper selection, training and
remuneration of workers, or even effective: communication, and
" successful motivation. Corrective action may -be either-to cure or
to prevent such deviations. Wherever possible, automatic, self-
regulating mechanisms should be introduced to bring back performance
in lme with the original plan.

5. Feedback: Feedback is an important element in the control process.
It ties togetﬁer all the elements®of the control mechanism. The'
controller will receive feedback information regarding actual
performance in comparison with the original standards. If the
feédback is positive and reveals accomphshment the manager must
encourage and appreciate the subordinates. If the feedback brings
_negative results, the ‘manager has to take corrective action and
“alter the operations accordivngly. Feedback will help in getting
information weil in time about the work performance, and.it also
motivates people.

L

SUMMARY

» Control is a system which not only provides a hlstomcal record .of
what has happened to the business as a whole, but also pinpoints
the reasons why it has happened and provides the data that enable
the chief executive or the departmental head to take corrective
steps if he is on the wrong track.

¢ Control encourages top management for more and more delegation
and decentralization: It spots the areas of weakness€s and the
range of deviations from the original plans. It stimulates action |
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- which will gear up all the departments McFarland says that =~ Control Process
“Control.is vital to the strength and morale of company employees™— '
workers will never like a situation to go out of control. Control
will help in taking.correct and clear-cut demsmns It can make
planning effective and meanmgful o A o NOTES

» Feedback is an_important element in the control process.. It ties
- together all the elements of the control mechanism. The controller
will receive feedback information regarding actual perf‘ormance

in comparison with the original standards.

REVIEW QUESTIONS

1. Define control. Explain the importance of control in a modern
" business enterprise. -~

2. Discuss the characteristics of the controlling ‘function.
3. What is meant by a control process? Discuss its basic elements.
4, Discuss the requirements of an’ effective control system.

5. What are:the essgﬁti?ls of good control system? ' |
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onit 21 CONTROL TECHNIQUES

% STRUCTURE |

21.1 Traditional Techniqus of Controlling
21.2 Modefn Techniques of Controlling
O Summary
Q. Review Questions o .

21.1. TRADITIONAL TECHNIQUES OF
CONTROLLING

21.1.1 Budgeting (or Budgetary Control System)

(a) Introductory Abservations

A budget is both—a method of planning and an instrument (or device)
for controlling. It is a plan in so far as the numerical expression of the
standards of performance (i.e., anticipated results) is concerned. However,
when the actual opei*atioﬂal performance is judged against these standards;
the budget assumes the role of a control\techmque Ag euch, a budget
is properly called a budgetary control; the suffix ‘control’ usually being
omitted:

(b) The Concept of ‘Budget’

A budget might be defined as the expression.of a management plan
into numerical terms (financial; quantitative or time); being a statement
of anticipated results expected of the working of a i)articular aspect of
organizational operatlonal life, for a. spec1ﬁc future period of time, say
a month, a quarter, a half year, 'a year or so,

{c) Types of Business Budgets

Some important types of business budgets are described below:

(i) Sales Budget: One most important aspect of the revenue budgets ,

of business ;enterprises is the sales budget.

. A sales budget is a statement of an expected. volume of sales,
flowing to a business enterprise over a specific future period of
time.

(ii) Production Eudget: An important budget concerning the
operational life of a business enterprise is the_production budget.

N
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(iii)

V) .

{v)

(vi)

A production budget is a statement of anticipated production to
be done by an industrial enterprise during a spéciﬁc future
period of time; in view of the resource availability for production
purposes.

Production budget might be expressed in terms of—

Man-hours; where most of production work is done by manual

1

labour.
or.Machine-hours; where production activities are mechanized.

Production-facilities ‘Budgets: Based on the need and

requirements of the overall production budget; budgets for various

productions facilities are prepared—as branches of the production

budget. Some of such apéillary budgets are as follows:

{(a) Materials budgets i.e., a budget for direct material needed
for the budgeted output.

(b) Labour budget ie, a budget for direct labouij needed for
the budgeted output. '

(c} Factory overheads budget i.e., a budget for factory overheads
- likely to be incurred, during the production process, to produce
the ‘targeted output. ’ -
(d) Administrative (or office) overheads budget i.e., a budget
for office overheads likely to be incurred, during the handling
-of the targeted output, at the ‘office-stage’; in the industrial
enterprise: )

(e) Selling and distribution overheads budget i.e., a budget
for selling and distribution overheads likeiy to be incurred,
at ‘the selling and delivery stage’, during the budget period.

Cash Budget: A cash budget is an important branch of the

overall Finance Budget. This budget assumes greal significance.

in the operational life of any business enterprises; as cash is
needed for various purposes, quite off and on.

A cash budget is a statement of anticipated cash receipts and
cash disbursements; occurring during a specific future period of
time—to find out the likely surplus or shortage ‘of cash, during
that period. /

Capital Ekpénditure Budgets: A nllajor aspect of financial budgeting
concerns with designing capital -expenditure budgets, for items
like plants, machines, equipments, furniture, etc.

Bali;mce Sheet Budgets: Balance sheet budgets are statements

of forecast of capital -account, liabilities and assets. 2
! .

t
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In fact, sources of changes in Balance Sheet items are the outcome
of the functioning of budgetary control system, as-a whole. Hence,
Balance Sheet budgets prove the accuracy of- all other budgets.

(d) The Budget Organization

For the best designing and functioning of the budgetary control systems, ‘
there is the need for a separate ‘budget organization’.

-

The ‘budget organization™ implies the formulation of a Budget Committee
extended into various sub-committees. The main task of the budget committee
is to finalize and coordinate the planning and. implementation .of the
budgetary ‘control system.

The Budget- Committee, headed by the Chief Executive, EOnsists of various
functicnal heads like the Production Manager, the Purchase Manager
the Fmance Manager the Marketmg Manager, the Personnel Manager
the Engmeer the Accountant, the Cost Accountant and other functional
experts. In this’ Budget Commlttee, there is a usually a -provision for a
‘budget officer’ who acts as the secretary of the committee; and. makes

| preparations for arranging the meetlngs of the ‘Budget Committee.

"

(e} Advantages of the Budgetary Control System

Some 1mpprtantr advantages of the budgetary control system are as follows;
(i) Expression of plannilig in definite terms: Since budgets are a
numerical expression of business plans; the budgetary control system—"
built around the concept of budgeting—expresses plans in definite
- terms. This way, it is easier for managers -to communicate plans
more precisely to subordinates-and 'operators' Further, people.
understand plans in a better manner, and can easily take act1ons

for the realization of plans.

(il) Comprehenswe managerial technique: Budgetary control system
is a comprehensive. managerial technique of managing an enterprise.
It is both, a method of planning and an instrument of.controlling.
Planning and controlling are two extremes of budgetary control;
and other managerial functions viz. organizing, staffing, direction
naturally {1t into the budgetary control structure at théir a'iapropriate
places.
{iii) - Communication of jObS {(or duties) through budgets: The budgetary
" control system is the mouthplece of management; as budgets convey
to people “what jobs. are abnl_gned to them. or what role"they are’
supposed  to play, in the organizational life.
(iv) Instrument of coordination: P;ucigetary control system is an
-instrument of coordination. Through budgets the.functi'()ning of
functional dgpértments, management levels and-actions of individuals
throughout the enterprise are all endeavored -to, be cuordipatecj.




(v)

(iv)

Profit-maximization attempted through cost-control: Through
emphaszzmg on cost minimization and’ expenditure control; the
budgetary control system helps management to strlve for the

profit-maximization goals in a legitimate manner.

leatlon of responsxblhty facilitated: Budgetary control system
judges the organizational operatlonal efficieney; by locating the
spots where weaknesses are occurring. Thus, responsibility for
weaknesses or shortfalls in performance can be _easily fixed through
the budgetary control system.

(P L:mztatmns of the Budgetary Control System

Budgetary control system is a rose, full of thorns. Some mgmﬁcant '

limitations of this system can be stated as follows:

)

(i)

(iii)

(iv)

Not comprehensive: Budgetary control system is a lop-sided |
managerial device; in as much as the qualitative aspects of managing |-

cannot be fully and precisely made a part.of it. In fact, despite
_inteili'geﬁt‘qua_nf:_iﬁcation of qualitative-'aspeets; the real intentions.

of these aspects cannot'be incorporated.into the budgetary control

system.

Difficulty in setting rational standards: Usually, while devising
a budgetary control system, it is difficult to set'rational standards
of performance. Despite the adoption of the best scientific approaches

to setting rational-standards; prejudices, bias and personal opinions

of managers enter the budgetary control system through the
back -door. oo

Danger of over-bud_'getin'g: Regulaﬁrig.the organizational

operational life through the hﬁdgetanjy control system, might
carry a danger. of over-budgeting i.e., too much emphasis on

-details - of minor items and light emphasrs on'major heads requiring

strict- control:

Laek of departmental eoOper_ation and eoordination; There
might 'be a lack of departmental cooperation and coordination,

while designing and implementing the budgetary control system.

In fact, ‘seme‘managers might not be willing to cooperate with
one another into the making of the system; due to personal

differences and\conﬂiciing appr_'oaches._ As such, departmental

coordination, which is the heart of the buﬁQetary control system,

might be unavailable or unobtainable, because of lack'of cooperation |

among departmental managers. As a resyli.:', the budgetary'control
system becomes faulty or misleading, ‘and a mere theoretical
exercise in,managing. o '

"
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(v) Umbrella for inefficiency: Budgetary control system may become
an umbrella for hiding organizational inefficiency; as many people rmght :
act within budgets—though remaining highly inefficient otherwise.

-21.1.2 Non-Budgetary Control Techniques

Some of the ‘non-budgetary. control techniques are described belew:

21.1.2.1 Direct personal observation and supervision

Direct personal observation and supervision by a rﬁanage‘r is, perhaps,
the oldest techniques of controlling. In this t_ecHniqL'lé, control is exercised
by a manager through a face-to-face contact with employees; by directly
observing their performance e.g., by taking rounds in the plant where
workers are performing or in any other manner.

This technique of controlling has the obvious advantage that corrective
action by the manager could be taken on the spot. Moreover, this technique
of direct observation has psychological impact on workers; as they are

‘motivated to work as per standards of performance due to the fear of the

manager. "

However, direct personal cbservation and supervision technique of controlling
has certain disadvantages, like the following:

(a) It is a time-consuming technique. The manager is left with little
time for attending to his official duties.

(b) Direct personal supervision cannot bé exercised all the time over

" all the employees.

(¢).. Due to this technique of controlling; there may be interference in
the” smooth flow of work of employees.

(d) This technique has a negative impact on self-motivated and enlightened
workers; and they often resist to it.

| 21.1.2.2 Written Reports . ,

Under this technique of controlling, each manager prepares written reports
on the performance of his subordinates; and submits these to higher
anthorities. Lower. management submits reports to middle management
to top management and the top management (i.e. Board of Dlrectors) to
the body of members.

The written report method of controlling -has a psychological impact on
workers. In fact, the fear of likely adverse remarks in the report makes
workers discharge their duties efficiently.

However, this technique of controlling has certain limitations, as described
below:

(a) This techmque carries an element of subjectivity, in that a2 manager
may deliberately favour or disfavour particular employees while drafting
reports.

(b} It is an imperfect technigque of controlling, as the manager may
not include all aspects of workers’ performance, in his reports.




o

(¢) Drafting of written reports is a time-cons'uming process.

(d) .Some managers may not to competent enough to draft reports.

21.1.2.3 Statistical Reports and Analysis

Under this technique of controlling, a special sta;ﬂ' of specialists prepares
statistical reports and presents them in form of tables, ratios, percentages,
correlation analysis, graphs, charts, etc. to higher management levels.
Such repérts are .prepared in areas like production, sales, quality,
inventory, etc. and these reports usually become the basis of managerial
decision-making and action. '

21.1.2.4 Break-even Analysis

Break-even analysis is a technique of Marginal costing. It is based on

-a classification of costs into fixed and variable categories. The key-

concept in break-even analysis is that of. contribution, defined as:

Contribution = Selling price: per unit — Variable cost per unit

With the help of this concept of contribution the management is first -

interested in_ a full recovery of fixed costs. After recovering the fixed

.. costs. fully; the businéss enterprise reaches a point of break-even i.e.,

a point -at which there is neither a profit nor.losses. Break-Even Point
(i.e. B.E.P.) is calculated as follows:

‘Suppose fixed costs = T 1,00,000
Selling price per unit = T 20
Variable cost per unit = T12. ‘
o Contribution per unit = T 8.(ie, 20 - 12)
" Fixed costs _1,00,000
BEP. = Contributed per.unit - 8

12,600 units

A B.E.P. of 12,500 units indicates that if that business produces and
sells- 12,5600 units; it will recover fixed costs fully; and will have neither
profits nor .losses. i

After reaching B.E.P., business can earn a prdﬁt of T 8 per unit (i.e.
‘equal to-contribution per unit); on selling each additional unit. (as
fixed costs have already been recovered). '

The technique of break-even analysis is helpful in profit planning and
controlling—hy predicting behaviour of fixed and variable costs.

21.1.2.5 Ratio Analysis

. Ratio-analysis is a tool of Financial Accounting and Management Accounting.

Under this'technique, the financial analyst ahalyses financial statements
(i._e., the Income Statement-and the Position Statement) by computing

F

appropriate ratios. _ ~
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{21.2 MODERN TECHNIQUES OF CONTROLLING

121.2.1 Management audit

Management audit is a modern technique of controlling; in which the

| Conducting Management Audit

¥

H

In fact, figures do not speak.. Ratios make them speak The useful and \

meamngful ‘accounting data give important clues to management for

decision- -making- purposes—speaking through the media of accounting.

ratios, . .

Accounting: ratios are u's’uallx divﬁded into the following categories:
* Liguidity ratios. C ¥

* .Solvency ratios ? ’ . \-.

* Activity or performance ratios

* Profitability ratios »

[

Some' popular modérn techniques of controlling are described below: *

aim 1s to.examine the efficiency of the management’s philosophies, po]u:les
techniques, ‘etc. in successfully running an_enterprise.

It may be defined as follows:

Management audit is an _ir;d'ependént;. overall and scientifically critical
examination of the entire management process—with a view to discovering
quality of management; and judging its success and failures in running
and managing an enterprise. - -

El

Management audit may be condueted either by an internal agency. in.the-
form of Management Audit Cell (MAC); or by an external agency such.as
management consultants. A growmg tendency in the U.S.A. in regard to
conducting ‘munagement audit is to have certified management auditors
for this purpose; so that a more objective view of management’s- ef‘ﬁclency
could be presented.

Point of Comment

The scope of management audit is very wide. Management audit may
cover areas-like the following:

* an appraisal ‘of managers : -
. ecoildr'nic functioning of the enterprise

* fulfillment of major social responsibilities

. functioni}lg- of the' Board of Director

*. Soundness of organizational structi.lre. ' N
* intensity ‘of sales promotion. efforts

* emphasis ‘on research and development, etc..




_Evaluation of Management Audit

Management'audit, by identifying, deficiencies in management’s principles
and practices helps in effeeting: structural improvements in the entire
managerial s'ystem. Moreover, the fact of condﬁcting management audit
makes management more alert and -prjogressive in-its approach.

However, the scope of management audit is ill-defined. There is a lack |’

of well-defined principles and. procedures for conducting management
.audit. ' '

21.22 Internal Audit (or Operational Audit)

An effective modern technique of controlling-is the internal audit, now
comlng to be called operational audit.

The scope of internal audit is wider that extemal audlt It not only
concerns with -ensuring a true and fair recording of the accounting
information but also offers comments on various operational aspects
of enterprise life. Hence, ‘called ‘operational audit. T

" Internal -audit (or opeérational audit) may be defined as follows:

Internal audit is vouching and verification-of accounting information

by a staff of internal auditors; and is>also concerned with exarnining
the overall operatlonal efficiency. of the enterprise. )

. ,.Pomt of Comment

In a way, internal audlt also encompasses elements of management
audit.

t

Scope of internal audit

Internal audit, besides, including financial audit as the core aspect of |

it; includes consideration of the following:
*. appraisal of financial controls X . .
* compliance with pdlicies and procedures
» efficiency in utilizing resources |
. appraisiné quaiity' of ‘management _ﬁerformance, ete.

>

' Evaludtion of internal audit

‘Interna'll audit recommends improvements in the operational life of
the enterprise, and-provides managerial with a perennial sqp;ﬁly‘of

control information. It-keeps a moral check on all the members of the |

organization. -

‘However,- installation and operation of internal -audit system is much
costly and time-consuming. Moreover internal audit people have a lop-
sided approach to their work; in that they have a_tendency to look at
every:aspect of business operations form the accounting point of view.

Control Techniques

NOTES

Se{j"-lnstruﬂionai Material 237 .




Principles and Practices
of Management

NOTES

238 Self-Instructional Muaterial,

21.2.3 Social Audit

Social audit may be defined as follows:

Social audit is concerned with the measurement of social performance .of
an organization in contrast to it economic performance.

The concept of social audit was first developed by Howard R. Boweh in
the USA in the fifties. The application of the concept of social audit may
be attributéd to an increasing awareness of social responSIblhtles by
business enterprises. .

Sometime back, the Tata Iron-and Stéel-Company Limited conducted a
social audit in its organization; though the.audit report’ was not made
available to the general public.

21.2.4 Responsibility Accounting

Responsibility accounting is a teghnique of controlling borrowed from
Management Accounting.

It is a system of controlling, \'n_rhereby, the performance of managers is
judged by assessing how far they have achieved the targets set for their
departments or sections; for whose performance they are responsible.
Responsibility accounting may be defined as follows:

Responsibility accounting- consists: in dividing a business organization
into responsibility centres, whereby, a distinct manager. is assigned

-} responsibility for achieving the predetermined. target for his centre; and

his success is judged by his ablllty in controlling the controllable costs’
of his centre.

Points of Comment

(1) Under responsibility accounting system, costs are assigned to
responsibility centres rather than to products.

(ii) Costs incurred by a responsibility centre are divided into two
categories—controllable and uncontrollable. The head of the centre
is directly responsible for the control label costs of his centre.

21.2.5 Human Resource Accounting (HRA)

Rensis Likert and D.E. Bowers have undertaken experiments in human
' -
resource accounting.

HRA might be defined as follows:

HRA is accounting for people in dn organization which involves a measurement
of costs incurred by an enterprise to recruit, select, hire and train human
assets and a measurement of the economic value of people to the enterprise.

Point of Comment

Other tecfmi_ques of controlling emphasize -6n profits, costs, performance,
etc. but ignore the.value of the human asset which makes for all the
difference in organizational performance.




Approach to measuring the value of human assets: _
There are two approaches to measuring the value of human assets:

* Original costs :.of human assets i.e., costs incurred in acquiring,
compensating and training people.- "

* Replacement costs i.e., the costs required to replace a specific
person. ' '

An individual’s valu€ to an organization is the present worth of the set
of future services that he/she is expected to provide dunng the period
of his/her stay in' the organization.

Evaluation of HRA

HRA helps management by providing valuable information for effective
planning and nanaging human resources. With the help of measurement
of costs of human assets, management-can select persons with highest
expected realizable value.

However, the biggest limitation of HRA is the basic problem involved
'in measuring the valué of human assets—whether ‘it should be based
on original costs or replacement costs.

Many-organizations, particularly, in the USA|are following HRA.

21.2.6 Management Information System (MIS)

Management Information System (also-known as MIS) is an integrated
technique for gathering relevant information from whatever source it
originates and transferring it into unusable form for the decision makers
in management. It is a system of communication primarily designed to
keep-all levels of organizational personnel abreast of the developments

in the enterprlse that affect them. MIS provides workmg tools for all |
the management’ personnel in order to take the best possible action at |

the right time with respect to the operations and functions of the
enterprise, for which they. are largely responsible. The emphasis of
MIS is on information for decision- makmg MIS facilitates control from
several-angles:

1. MIS performs a useful triple service function to management.
Actually MIS itself is a three stage process—data generation,
data processing and information transmission. MIS enhances
the management’s ability to plan, measure and control performance,
and taking necessary and corrective action.

2. Facilitates total, performance: MIS provides more speclahzed
and technical kind of information for the coencerned managers.
MIS provides multiple types of information for all management
levels on a bafiling variety of organizational matters.

3. Takes into account several-critical 'dimensions: MIS takes
into account—the real time requirements, frequency of requirement,
accuracy requirement, data reduction requirement, storage

-
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. requirement, ete. MIS objecﬁively determines what information is
needed by whom, and-with what frequency.

4. 'MIS-reduces overload of information: MIS stresses the information
that is most useful to the decision-maker. Any firm, large or small,
that uses a formalized approach or electronic data pr\ocessing system
for its daily business has foundation -of MIS. But normally; the

Iargef' the organization the more likely that MIS can be used by
top management in establishing company policies and plans, monitoring-
the-company performance and adapting' the company strategies in

response to changmg circumstances.

21.2.7 Network Analysis Techmques—PERT/CPM

(a) Introductmn- -

time, engineers at the Du Pont Company U.S.A: deyeloped CPM (Critical

 Path Method). Though there are some differences between PERT and

CPM; yet both these techmques utilize the same pr1nc1ples

(b) Apphcatwn in PERT!CPM

Some of special areas for the application of PERT/CPM are given béloW:r
(1) ' Buil'ding/construction projects
(i) Ship -building

+
T

' (ili) -Airport.facilities ‘building

(iv) Installation of computer systems

{v) Publication of books

(c) Steps in PERT/CPM

'The application of PERT:’CPM involves the f‘ol]owmg steps '

(i} Identification of components: The first step towards the applica'tidn

, '_PERT;‘ (Programme Evaluatio.r.l and Review Technique} was devefgi)ed b3; :
the speéig] project office of the U.S. Navy in 1958. Almost at the same:

Of'PERTfCPM"is an identiﬁcation of all 'key activities or events

necessary for the completlon of the pro_wct

The term activity may be deﬁned as an operation’ or a Job to be
carried out; which consumes time and resources. It is denoted by
an arrow in the network diagram.

The-term event may be defined as the beginning or completion of
an activity. It is denoteéd by a circle in the network diagram.

(ii) Sequencing of activities and events: A network diagram is

prepared to show the seq_uenée of activities and events. It ‘has a

beginning and a terminal ‘point for the project. It also ‘depicts a

.
-

240 Self-Instructional Material. |

1




(1ii}

(iv)

k3

Point of Comment

number of paths of activities from the beginning to the completion -

of ‘the project. For sake of convenience, each event is.given a
serial number,

4

Control Techniques

Determmatmn of estimated time: For completlon of the pro,]ect'

during the contract period; it is essential to determine the expected
time required to complete each activity.

Under PERT, three-time estimates for the completion of each |

activity .are made=- -
* Optimistic or.the shortest time v
- ¢ Pessimistic or the longest time

* Normal or most like]ly time

Determination of the critical path " At this stage it is required-

to identify the sequence of those activities whose completion is
critical for the timely completion of the pro_]e(;t. Once the critical
path is known; the management will be in a position to deploy
resources.more fruitfully; to’ spot troubles early and apply controls
where' these are most essential. - ;

»
%

There must be no delay in the completion.of activities which lie on the
eritical path; otherwise the entire project will be delayed.

(v}

Modification in the initial plan: The initial plan may be modified

by resequencing some activities that lie along the critical path.’

When this is possible, it will result in-a shorter tlme f'or the

; completlon of the. project.

(d) ’ Distfnction. between PERT: and ;CPM

_Though .basic principles involved.in PERT and-CPM aré the same; yet
" some differences between the two may be expressed as follows:

(1)
(i)

(iii)

(iv)

PERT is event-oriented; whereas CPM is actlwty oriented.:

In CPM, it is’ assumed that the duration of every act1v1ty is

constant: and hence only one time estimate is given for each set
of activities. On the other hand, PERT allows for uncertainty in
"the duration of activities; and hence three time estimates optimistic
‘(or the shortest time), pessimistic (or the longest time) and- normal

(or the most. likely time) are given.

CPM requires some previous work experience‘fo’r the completion
of ‘each activity; which"is not necessary in PERT.

CPM is used where cost is the main consideration; while PERT
is, used where time is ‘the main consideration.

s
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(iii)

-

{e) Evaluation. of PERT/ICPM
Merits ] . .

Following are the main advantages of PERT/CPM:

(i) PERT/CPM provides an analytical approach to the achievement of
project objectives which are defined clearly. It, thus, facilitates
better utilization of time, efforts and capital.

(ii) It identifies most critical elements and pays more attention on
these. It, thus, facilitates ‘control by exceptmn and increases

effectivéness in handlmg projects.

PERT/CPM brings all the components of a project together in the
flow chart and permits simultaneous performance of different parts-
of the project.

(ivy PERT/CPM forces managers to analy"ze all possibilities and
uncertainties. It, thus, helps to minimize time and cost overruns.

(v) It provides a kind of feed forward control; because delay in ore
activity affects all succeeding activities. Management can take

action in advance, by effecting modifications of future activities.
Limitations

Major limitations of PERT/CPM are as follows:

(i) 1t is not possible to accurately estimate time and cost involved in
various activities of a prcgect Errors in estimation can make PERTI
CPM erratic and unreliable.

(iiy PERT/CPM is time-consuming and expensive. As such small firms

cannot afford to take advantage of these techniques.
(iii) PERT/CPM cannot be applied with regard to assembly line operations,
in -which' scheduling of operations is more.guided by the speed of
machines. o
{iv) PERT/CPM lays stress on time and cost control; overlooking,
other aspects.of the project like quality and design of the projéct:

2 Self-control

People often résist to externally imposed control. The best controllmg
system is that in which people opportunity for exercising self-control
has. '

Situation creating conditions for exercising self-control.

| Some of the situations providing opportunities. for self-control may be:

1. Management By Objectwes (MBO)

Under MBO, there is a great possibility that people “will exercise self-
control; because they have their own hand in setting objectives for themselves;
and are more likely to be committed to those objectives.




2. Delegation of Authority -

Successful delegatlon of authorlty requires attltudes of mutual trust
and confidence between the superior and the subordinates. A superior
may not like to impose controls on a responsible and competent
subordinate; and may allow him to exercise self-control as a measure
to motivate him.

3. Assignment of Challenging Work

When some challenging patﬁre of work is assigned to.an individual;
the job itself creates situations in which -only self-control could be
exercised by the individual on himself.

4. Highly Dedicated Employees-

_ In case of h'Eghly dedicated employees, there is not much need to impose
~ controls over them; as they could be assumed to be self-starters They
may be left to exercising self-control. .

Points of Comment *

1. Even in situations of externally imposed controls; there is provision

for exeréising self-control. In fact, minute-to-minute control by |.

a manager over subordinates’ performance is never possible.

2. People must not be left entirely to exercising self-control. There-
must be an ideal mix of externally imposed controls and self-.
controlling philosophy. -

‘SUMMARY '

* A budget might be defined as the expresswn of a management
plan Into numerical terms (financial, quantitative or time); bemg
a Statement of anticipated results expected. of the working of a
particular aspect of organizational ‘operational life, for a specific
future period of time, say a month, a quarter, a half year a year
or so.

-

* Responsibility accounting is a technique ‘of controlling borrowed
from Management ‘Accounting: -1

¢ Itis a system of controlling, whereby, the performance of managers
is judged by assessing how far they have achieved the targets
set for their departments or sections; for whose performance
they are responsible.

* HRA helps management by providing valuable information for
effective planning and managing human resources. With the help
-of measurement of costs of human'assets, management can select
persons -with highest expected realizable value. '
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7.

REVIEW QUESTIONS

“Despite the emergence of many modern techniques of controlling,
the budgetary control system ‘maintains its-unique place in’ the
word of controlling.” In the light of this observation, give.an overview
of the process, of the budgetary control system. '

Give an account of some popular nom- budgetary control techmques,
with special referencé to break-even analysis  and ratio analysis.

What is management audit? How is it conducted? How does it
differ from interval audit? ‘

_lee a brief account of responsibility accounting and human resource

. accounting, as modern techniques of control. ¥

“Both PERT and CPM utilize the same principles; yet, there are
differences between the two.” Comment. State the steps involved
in desighing PERT/CPM, and make a mention of the merits and
limitations of PERT/CPM. )

What is self-control? Is it the best form of controllmg" What are
the situations which prowde opportunities for exercising self-control?'

Write .notes- on:

(a) Social audit

(b) Statistical reports and analysm . ’
(¢) Operational audit. °
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22.2
22.3

‘Information Technology -

:Fhe Use of-'Computer's in Handling Information ~ -
Challenges Created by Information Technology
‘Summary

Review Questions

22.1 INFORMATION TECHNOLOGY

The systems model of management showe that commumcatmn is needed
for carrymg out the managerial functions and for hnkmg the organization
Wlth its external environment. The management information . system
(MIS) prov1des the-communication link that makes managing possible.

The term management mformatmn system has been used d:fferently
by various authors."It is- dehned here as a formal System of gathering, |
integrating, comparing, analyzing and dispersing-information internal
and external to.the enterprige in‘a timely, effective, and efficient manner.

. The manageément information system has to be tailored to spec1ﬁc:
needs and may include routine. information, such as monthly reports
information that points out exceptions, especlally at critical pomts
“and information necessary to predict the future The guidelines for,
designing a_management; information system are S1mllar to those for
designing systems-and procedures and other _control systems. Since
they have been discussed elsewhere they need’ not be elaborated here.

Electromc equ1pment permits fast and economical processing of huge
amounts of data. The computer can, with Pproper programming, process
data .toward logical conclusions, classify them, and make them readily
available for a manager’s use. In fact, data do not become information
until they are processed into a usable form that mforms ‘

¥

22.1.1 Expandmg Basic Data C

The. focus of attention on management information, coupled with its
1mproved processing, has led to the reduction of long-known limitations.

[

o)

i
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Managers have recognized for'years that traditional accounting information,
aimed at the calculation of profits, has been of limited value for control.
Yet in many companies this has been virtually the only regularly collected
and analyzed type of data. Managers need all kinds of non- accountmg

| information about the external environment, such as social, economic,

political and techmcal developments. In addltlon managers need non-
accounting, information on mtemal operations. The information should
be quahtatwe as well as quantltatwe

While not nearly enough progress has been made in meeting these
requ1rements, the computer, plus operations research, has led to an
enormous expansion of avdilable managerial information. One sees this
especially in relation to data on marketing, competition, production and
distribution, product cost, technological change and development, labour
productivity, and goal -accomplishment. )
22.1.2 Inforni.ation Indigestion |
Managers who have experienced the impact of better and faster data

processing are justly concerned with the danger of- “information-indigestion”. b
With their appetite-for figures whetted, the data originators and processors

are turning out material .at an almost frightening rate. Managers are

complaining that they are being buried under printouts, reports, projections

and forecasts which they do not have time to read or cannot understand

or which do not fill theit particular needs.

22.1.3 Intelligence Services

One attempt at solving the information overload is the establishment of
intelligence services and the development of a new profession of 1nte111gence
experts. The service would be provided by specialists who know (or find
out) what information managers need and who know how to digest and
interpret such information for managerial use. -Some companies have
established organizational units under such names as “administrative
services” or “management. analyses and services” for making mformatmn
understandable and useful.

22.9 THE USE OF COMPUTERS IN HANDLING
INFORMATION.

The computer can store retrieve and process information: Often. a distinction

is made between kinds of computers. The mainframe is a full-scale computer,
often costing millions of dollars, that is capable of handling huge amounts

.of data. Some of these “supercomputers” are'used for engineering, simulation,

and the manipulation of large data bases. The minicomputer has less
memory and is smaller than the mainframe. This kind of computer is
often connected ‘with peripheral equipment. The microcomputer is even




smaller angd may be a desk computer, home computer, personal computer, -

portable computer, or small computer for a business system. Increasingly,
however, minicomputers are used by large organizations either as stand-
alone computers or as parts of a.network. )

But the distinction between the various classes of computers is disappearing.
With the intreduction of the new microcomputers based on the 80386
microprocessor these computers have become very powerful. However,
the full utilization of the hardware (the computers) depends to a considerable
degree on the lagging development of the software programs.

Among the many business applications of the computer are material
requiréments planning, manufacturing-resource planning, computer-
aided control of manufacturing machinery, project costing, inventory
control and purchasing. The computer also aids design and engineering,
an application which made the U.S. space program possible. Then
there are the many uses in processing financial information such as
accounts receivable and accounts payable, payroll, capital budgeting
and financial planning. ’

22.2.1 The Impact of Computers on Managers at Different
Organizational Levels

-Information needs differ at various organizational levels. Therefore,
- the impact of computers will also be different.

At the supervisory level activities are usually highly programmable -

and repetitive. Consequently, the use of computers is widespread at
this level. Scheduling, daily planning, and controlling of the operation
are just a few examples.

Middle-level rnan:agers, such as department heads or plant managers,

are usually responsible for administration and coordination. But much
of the information important to them is now also available to top
management .if the company has a comprehensive information system.
For this reason, some people think that the need for middle-level
managers will be reduced by the computer. Others predict that their
roles may be expanded and changed.

Top-level managers are responsible for the strategy and overall policy
of the organization. In addition te determining the general direction
of the company, they are responsible for the appropriate interaction.
-between the enterprise and its environment. Clearly, the tasks of CEQOs
are not easily programmable. Yet top managers can use the computer
to retrieve information from a database that facilitates the application
of decision models. This enables the company to make timely responses

to changes in the external environment. Still, the use of the computer |

will probably affect the jobs of top managers less severely than it will
affect the jobs of those at lower levels.
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o, anagement
The personal computer (PC) is becoming increasingly appealing to managers

because it is flexible and relatively inexpensive and can be used more
quickly than the mainframe computer. Its applications include the following:

NOTES _ Budget preparation Simulation models
Graphic presentation Forecasting
Electronic spreadsheets Electronic mail
Financial analyses < Tapping into databases
Word processing Time-sharing

The implications of the increasing use of the microcomputer are manifold.
There is a need for specialized staff support, education for managers and
non-managers, and a redefinition of jobs. For example, the distinction
between line and staff is becoming less clear. The information that was
formerly gathered by staff can now be obtained with ease by other managers
by accessing a common data base. On the other hand, information that
was the preogative of upper-level managers can also be made available
to personnel at lower levels, possibly resulting in the shift of power to
lower levels in the organization. But not all information should be accessible
to all people in the company. Thus, one of the problems currently faced
by many firms is maintaining the security of information.

22.3 CHALLENGES CREATED BY INFORMATION
' TECHNOLOGY '

Eliminating the unauthorized use of information is just one of many
challenges. Others include reducing resistance to the use of computers, d
adapting to speech recognition devices and telecommuting, and implementing
computer networks.

22.3.1 Resistance to Computer Application

While high school students may feel comfortable using the computer,
some managers fear it. One study revealed that the typical executive
affected by this phobia is male, is about 50 years old, and has worked
most of his life for the same company. This .fear might explain why
certain managers are reluctant to use the computer. They are afraid of
looking unskilled if they are not able to understand the riew technology
or do not have the typing skills often necessary for inputting data to the
computer. In the past, typing was considered the task of the secretary,
not the manager.,

A survey of CEOs in Fortune 500 companies showed that over 50 per
cent of the respondents never used the computer and over 70 per cent
of them did not have a computer in their office. On the other hand; a
majority of the top executives thought that computers assist managers
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in doing their jobs, which suggests that computers are cpnsidered useful

~ below-the level of the CEQ. Those ndt favourably inclined to the use

of computers made various comments, such as that their time is too
valuable to be spent learning computer skills.

The application of graphics can help overcome the resistance to computers.
Instead of being buried in reams of computer printouts; information is
displayed as easy-to-understand graphics. Pepsi Co, for example, invested
$250,000 in decision support graphics over 3 years, generating 80,000
charts and slides. At any rate, as more sophisticated technology makes
the use of the computer easier, its acceptance is likely to increase.

22.3.2 Speech Recognition Devices

Another way to encourage the use of computers is through speech
recognition devices. The aim is to input data into the .computer by
speaking in a normal manner, rather than by using the keyboard. Several
companies are working on such devices,- but it may still take several
years before they can be widely applied, although simplé speech recognition
has been in limited use for sometime. Merely expanding the vocabulary
through larger memory is not enough. Imagine the program sophistication
needed to distinguish between similar sounds such as “then” and “than”,
and “too” and “two”. Despite the complex problems, some people think
that the efforts made in this area will result in products that may
revolutionize office operation,

22.3.3 Telecommuting

The widespread use of computers and the ease of linking them through
telephone lines to a company’s mainframe computer has led to
telecommuting. This means that a person can work at a computer
terminal at home instead of commuting to work. Some of the advantages
claimed include greater flexibility in scheduling work, the avoidance
of traffic congestion, and a reduced need for office space.

The futurist Alvin Toffler envisioned an “electronic cottage” with computer
terminals installed at home. But John Naisbitt, in his book Megatrends,
is skeptical of the idea and suggested that after telecomuting for some
time, workers will miss the office gossip and the human interactions
with coworkers. Some companies that have contracted work to
telecommuters have been criticized for not providing the benefits usually

given to office workers. At Pacific Bell, however, participants in the |

voluntary programme are considered full-time employees. Moreover,
some employees go to the office at least once a week to check their
mail and to mingle with coworkers.

With the increasing traffic congestion, especially in meétropolitan areas,
one may see a somewhat greater use of telecommuting. But it is doubtful
that it will replace the office as we know it today. .
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2234 Computer Networks

The widespread use of stand-alone computers often results in duplication
of efforts. The database in the mainframe or the minicomputer, for example,
may not be accessible from the desktop computer. Therefore, computer
networks- have been developed that link workstations with each other,
with larger computers, and with peripheral equipment.

Persons at several workstations can communicate with each other as
well as access other computers. Moreover, workstations can be connected
to costly hardware that may be underutilized by a single user. For example,
several users can share laser printers or tape backup units that ensure
saving of the data files. There are many other applications of computer
networks, such as electronic mail and the gathering and disseminating
of industry data future trends. Although computer networking is still in
its infancy, new technological developments are rapidly changing the
system of information handling.

SUMMARY

-

* The term management information system has been used differeritly
by various authors. It is defined here as a formal system of gathering,
integrating, comparing, analyzing and dispersing information internal
and external to the enterprise in a timely, effective, and efficient
manner.

* Electronic equipment permits fast and economical processing of
huge amounts of data.

* Managers need all kinds of non-accounting information about the
external environment, such as social, economic, political and technical
developments.-In addition, managers need non-accounting information
on internal operations. The information should be qualitative as
well as quantitative.

* Top-level managers are responsible for the strategy and overall
policy of the organization.

REVIEW QUESTIONS

What are the challenges created by IT in controlling?

2. Explain the_role of computers in handling the information.
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ontr 23 PRODUCTIVITY AND
OPERATIONS MANAGEMENT
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23.1 Productivity
23.2 An Overview of Production!'Operations Management

23.3 Techniques Employed in Planning and Controlling Operations
Management

g Summary

B Review Questions

23.1 PRODUCTIVITY

23.1.1 Infroductory Observations

Productivity is one of the major concerns of managers of today; and
will be more of a matter of concern for managers of tomorrow all over
the world. In fact, productivity is something which accounts for profitable
operations of an enterprises, and provides opportunities to an enterprises

for remaix}ing competitive and successful, in an era of global competition.

23.1.2 Productivity Defined

In fact, there is no general agreement on a universal meaning of the
term productivity. However, it may be defined as the output-inputs
ratio, within a given time period and with due consideration for quality
of performance.

23.1.3 Problems in Measuring Productivity of Knowledge
Workers

b

Measurement of the productivity of skill workers (like brick-layers,
mechanics, butchers, etc.) is easier; but it becomes more difficult to
measure the productivity of knowledge workers (like managers, engineers,
programmers). Skill workers mainly operate on the basis of their technical
" skills” whereas knowledge workers mostly use their knowledge while
discharging their jobs. Technical skills of knowledge workers are
subordinate to their knowledge, which is their basic asset.

Productivity and
Operations Management
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Productivity of knowledge workers is more difficult to measure, because |
of the following reasons;

(i) Knowledge workers contribute indirectly to the final product e.g.,
engineers.

(i1} Knowledge workers provide assistance to other organizational units.
For example, it is difficult to say how much improvement in the
sales is due to the efforts of the advertising manager or how much
improvement is there in labour management relations, because of
the efforts of the personnel manager.

(iii) It is difficult to measure the quality of the actions of the knowledge
workers. For example, the success of a strategy formulated by the
General Manager may not be known for years; as the success of
failure of a strategy depends on many external factors, over which
the manager has no control.

Despite the limitations of measuring productivity-of knowledge workers,
it is a fact that greatest scope for increasing productivity lies in the
work performed by.knowledge workers e.g., Managers, engineers, cost
accountants, etc.

23.2 AN OVERVIEW OF PRODUCTION/
OPERATIONS MANAGEMENT

23.2.1 Meaning of Operations Management

Operations management may be defined as follows.

Operations management is the designing, operating and: controlling of
production systems; whereby, products/services are produced/delivered,
through a process of conversion from inputs to output.

According to Johnson, Newell and Vergin,.“Operations Management is
the design and operations of systems”.

Point of Comments

Production of goods and services is a system; since the organizational
components interact with each other as well as with outside environment.
Production management is an open-adaptive system.

23.2.2 Significance of Operations Management

Introduction of operations management improves organizational efficiency,
According to studies conducted, the surgical unit of a hospital showed
considerable improvement in operational efficiency, when the concept of
operations management was introduced. The hospital under observation
had surgical unit with a capacity of 5 patients and a recovery room with
a capacity of 12 patients. The hospital had been using a randem input
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policy_of scheduling patients for surgery, without;any order of priority?
On thé basis of computer simulation, the scheduling policy was changed;
so that patients requiring the longest surgery were scheduled first.
This resulted in higher utilization rates for operation rooms and recovery
rooms and more timely completion of surgical and recovery schedule.
Similarly, banks can use operations management techniques in expediting
services to customers. Be it an industrial organizations or a service
organization; operations management techniques lead to efficient utilization

of space, technology, etc. and consequently better service to society

and more profitability for the organization itself.

-

23.2.3 Process of Operations Management

Operations management is an open-adaptive system; and in constant
interaction with external environment. The basic working of the operations
management is depicted, through the following chart:

The following chart shows that the production system obtains its inputs
(as described in the input box) from the external environment i.e., the
society which is the supra system. These inputs are transformed into

. output, through the conversion process;which consists of planning,

operating and controlling the production system. The output -(goods,
services) are transferred to external environment from where the
management gets a feedback i.e., response or reaction. On the basis of
this feedback, necessary modifications, corrections and adjustments
are made in the inputs and the transformation process —to better operate
the production system and to better serve the society.

External Enviranrent

Inputs Transfarrmtion ar Cutput
" 1. Infonmtian OONVETSIKIN Prooess

2. Technd oy

3. Rawsmaterials

4. Mhin Power

5. vanageent » Planning, operatinz >

6. Physical factars, and cantrolling the: Products
like land, buildings, productian systan Services
madhines, etc

7. Other nocessary
nputs, etc.

=

Extamnal Envirayment
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of Management .
Steps involved in operations management are described below under
three categories;

a) Planning the system

NOTES (@) g 4
(b) Operation the system
(c) Controlling the system
(a) Planning the System
The sub-steps of operations management in this category are as follows:
(1) Search for and selection of the product or service:
This step requires exploration. Exploration is the search for new ideas
which may come from many sources like,

— Research and development section

— Salespersons, who are constantly in touch with consumers

— Competitors, who may be in the process of developing some substitutes

All the ideas the tested for feasibility and-profitability. The selected
ideas must be consistent with the objectives, strategies, programmes of
the organization.

(1i} Production design:

The production design, the following steps may be recommended:

1. Prepare a preliminary design by evaluating various’ alternatives,
taking into account reliability, quality and maintenance requirements.

2. Reach a final decision by developing, testmg and simulating the
processes, to see if they work.

3. Select the process for producing the product; considering the technology.
and methods available. -

(iti) Determination of production layout:
There are several Kinds of production’ layouts:

1. Arrange the layout, in the order in which the product is produced/
assembled.

Lay out the production system, according to process employed.

3. In the fixed position layout, the product stands in one place for
assembly (e.g., layout for printing press, ships)

4. Lay out the production system, according to nature of project (e.g.,
layout for building a bridge or tunnel to fit specific geographic
requirements)

5. Lay out the production process to facilitate sale of products.

6. Lay out the production process to facilitate storage or movement

- of goods.
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(b) Operating the Sys;i-em

Operating the production systems required
¢ Setting up an organizational structure
+ Staffing positions and training people
* Supervising workers, so that they product desired goods/services
» Motivating and leading people, to get best performance out of them.

Operating involves scheduling work woperatjlms and allocating work in
such a manner as to meet short-term as well as long-term levels of
output, which are consistent with forecasted demand. The operational
decisions require use ‘of operational research tools to ensure optimum
smooth output.

Point of Comment

Operating the system also involves updating, which means continuous
revision of operating methods and system to meet the ever changing
and -dynamic social and technological environment. This: revision is
necessary in response to:

* changes in customer demand and preferences
* changes in technology

* changing competition scenario

* changes in organization objectives

¢ changes in personnel, etc.

c. Controlling the System

The controlling mechanism is to-be developed at the same time as the
designing of operating systems and most be integrated with the system.

Controlling process ensures that the operating systems are attaining
the desired results. These controls are in areas of—quantity and quality
of output, utilization of raw-materials and wastage, price and quality
of raw-materials purchased, inventory levels of raw-materials and finished
goods, ete.

Controlling operations are done with emphasis of information systems.
With the development of computer hardware and software, it is now
possible for virtually any measurable data to be reported as events
occur. Systems are available for quick collection of data; keeping data
readily available and reporting without delay, the status of any project,
at any instant,

s
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23.3 TECHNIQUES EMPLOYED IN PLANNING
AND CONTROLLING OPERATIONS
MANAGEMENT

Techniques employed in planning and controlling operations management
are classified into two categories:
(a) Operations Research (OR)
(b) Other Tools and Techniques.

Let us first take OR as planning and controlling technique for operations
management.

23.3.1 Operations Research (OR)

Meaning and Essential Characteristics

Various quantitative techniques are integrated into a new discipline,
normally known as “Operations Research” (OR)

Operations research, to a considerable extent, is a product of World War II.
It involves the application of the methods of the physical scientist and the
engineer to economic and commercial problems, made possible by the
development of rapid computing machines.

Following is cited a simple and logical definition of OR:

OR is the application of spécific methods, tools and techniques to operations
of system with optimum solution to the problems.
In simple words, OR might be defined as quantitative common sense for
obtaining optimum solution fo business problems.
The essential characteristics of OR as applied to decision-making are as
follows:
(i) OR emphasizes on mathematical models—the logical presentation
of a problem. ' _
(ii) It incorporates in the model those variables in a problem that
appear to be most important to its solution.
(iii) It quantifies variables to the extent possible; since only quantifiable
data can be inserted into the model to yield measurable results.

(iv) OR emphasizes on goals in a problem area and develops measures
of effectiveness in determining whether a given solution shows
promise of achieving those goals.

(b) Special Tools or Techniques of OR

Construction of mathematical models is the central tools or OR. However,
OR, in itself, includes many techniques which are briefly described below.
(i) Linear Programming (LP): The problem confronting any
management is to decide the manner in which the limited resources




of the organization are to be allocated among different uses—so Productivity and
.. , L . Operations Manggement
as to maximize the attainment of organizational objectives.

Linear programming is a mathematical technique used for ‘the
purpose of allocation of limited resources in an optimum manner.
The word linear means that relétionships handled are those NOTES
which are represented by straight lines; and the word programming
means making decisions systematically. '

Therefore, LP is the maximization (or minimization) of a linear
function of variables subject to a constraint of linear inequalities.

The technique is applicable in production planning, transportation,
warehousing, location, etc., as these are problem creating areas.

(ii} Inventory Planning and Control: The key concept in inventory
planning and control is the calculation of Economic Order Quantity
(EOQ) which is given by the following formula:

2UxPp

Q = S . - _
Where, Q = economic order quantity

U = quantity (units) purchased, in a year

P = cost of placing on order

S = annual cost of storage of one unit
Suppose U = 1600 units a year; p = ¥ 100;

S =T 8; then

R - IR0

= 200 units

Economic order quantity refers to the size of the order, which gives
maximum economy in purchasing any material.

(iii) Just-In-Time Inventory System (JIT): JIT inventory method
also known as zero inventory or stockless production is \.rery-
popular in Japan. In this system, the supplier delivers the
components and parts to the production line, Just-in-time to
be assembled,

For the JIT method to work, the following requirements must
be fulfilled:

1. The quality of parts must be very high; as a single defective
part could hold up the assembly line.

2. There must be dependable relationships with suppliers.

3. The suppliers should be located near the company, with
dependable transportation being available. .
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(iv) Distribution Logistics: Distribution logistics treats the entire

~ logistics of a business—from sales forecasting to shipping finished
goods—as a gingle system. The goals is to optimize the total costs
of the system in operation; while furnishing a desired level of
customer service and meeting the constraint of limited inventory
levels. _ -
By optimizing total costs in a broad area of operation, the system
might show that it would be cheaper to use more expensive
transportation on occasion, rather than to carry high inventories.
(Logistics means the practical organization that is needed to make
a complicated plan successful, when a lot of people and equipment
is involved). -

(¢) Limitation of Operations Research
Despite its utility in solving managerial problems, OR suffers from the
following limitations. -

(i) Or calls for a high order of mathematics, Ma;iagers are long away
from fully using the mathematics that is available. =

(ii) Or has limited usefulness in decision-making areas which involve
a large number of qualitative factors.

(iii) There is usefully lack of information which is needed-to make OR
useful in practice. People find that the information which they
need about certain variables is not available.

{iv) There is a gap between practicing managers and trained operations
researchers. Managers lack knowledge of mathematics, operations
researchers lack an understanding of managerial problems.

(v) OR Techniques eu-e‘:r costly and many problems are not important-
enough to justify this cost.
23.3.2 Other Tools and Techniques
’

Besides OR and its applications; some other techniqués employed in
planning and controlling operations management are described-below,

{a) PERT/ICPM
A detailed account of PERT/CPM is given in chapter 26.

(b) Value Engineering

A product can be improved and its cost lowered through value engineering;
which consists of ‘

— analyzing the operation of the product or service;

— estinating the value of each operation; and

— attempting to improve that operation by trying to keep cost slow
at each sfep.

TR




(¢} Work Simplification

Work simplification is the process of obtaining the participation of
workers, in simplifying their work. Training sessions are conducted to
teach concepts and principles of technigues such as time and motion
"~ gtudies, work-flow analyses, and the layout of the work situation.

(d) Quality Circles

The concept of quality control circles or quality circles was developed
in Japan during early 1960 and widely used in the USA during later
1970 and early 1980.

A quality circle is a small group of employee (say five to ten) belonging
to the same work unit; who meet frequently with their supervisor
(known as quality circle leader) to identify, discuss and solve work
related problems of their work unit.

Point of Comments

There may be a number of quality circles in an organization; with a
coordinator to coordinate the working of various quality circles.

Quality circles provide opportunities for interaction among people.
People given suggestions for effective improvements in their work-
unit performance. The excellent work-performed by quality circles is
also rewarded.

(e) CADICAM and MAP

Product design and manufacturing have changed greatly in recent years
because_ of the application of computer technology.

CAD .(Computer Aided Design) and CAM (Computer Aided Manufacturing)
help engineers to design products much more quickly than they could
do with the traditional paper and pencil approach.

Automabile companies have developed what is called MAP (Manufacturing
Automation Protocol), which is a network of machines and various
office devices hooked together.

SUMMARY

¢ Operations management is the designing, operating and controlling
of production systems; whereby, products/services are produced/
delivered, through a process of conversion from inputs to output.

* Linear programming is a mathematical technique used for the
purpose of allocation of limited resources in an optimum manner.

+  Work simplification is the process of obtaining the participation
of workers, in simplifying their work. Training sessions are conducted
to teach concepts and principles of techniques such as time and
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motion studies, work-flow analyses, and the layout of the work
gituation.
Quality circles provide opportunities for interaction-among people.

~  REVIEW QUESTIONS

“Productivity is one of the major concerns of managers today,
everywhere in the world”. Comment. Define productivity and identify
the problems involved in measuring productivity knowledge workers.

“Operations management is an open-adaptive system. In the light
of this statement, define .operations management and state the
basic steps involved in operations management system.

“OR might be defined as quantitative common senses”. Comment.
What are the special took of OR relevant for operations management?
What is JIT inventory? What are the requirements for successful
implementation of JIT method?

"Write notes on:

a. Limitations of OR
a. Quality circles

¢. Economic order guantity
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241 Introductory Observations

24I.2 An Overview of Overall Direct Control Techniques

24.3 Assumption Underlying Direct Control System

24.4 Principle of Preventive Control System

24.5 Assumptions Underlying Preventive Control System

24.8 Advantages of Preventive Control

24.7 Developing Excellc;i Managers—The Key to Preventive Control
Q Summary

O Review Questions

24.1 INTRODUCTORY OBSERVATIONS

From the viewpoint of approach to controlling; controlling techniques
are of two broad types—direct control and preventive contrel. Direct
control may again be partial or overall, as depicted below:

<
Approach to Controlling.

; :

Direct Control Preventive Control

-

-Partial Conirol Overall Control -

Direct controls are based on feedback, by measuring deviations from
standards anzlyzing the causes of deviations and taking the necessary
corrective steps to bring performance on the right track.

Direct 'cqntrols may be partial in nature, designed for specific things
like policies, wages/salaries, cash, cost, capital expenditure, etc.

Overall controls are designed to measure the success of organization
as a whole, against organizational objeciives.

Qverall and
Preventive Ceontrol
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Preventive controls are based on the philosophy of preventing undesirable
deviations from occurring, by developing and maintaining a highly qualified
‘managerial staff.

24.2 AN OVERVIEW OF OVERALL DIRECT
CONTROL TECHNIQUES

Some popular techniques of overall direct contrel are described below:

(a) Budget Summaries and Reports

A budget summary is a resume (short account) of all individual budgets
and reflects ¢ompany’s plans in terms of—sales volume, costs, profits,
utilization of capital, etc. It shows to the top management as to how well
the company, as a whole, is -successful in achieving its objectives.

Budget summaries provide an effective means for overall control, in
situations of decentralized authority. Top.management has a convenient
means of finding cut where the deviations are occurring and can take
appropriate corrective action.

Budget summaries and reports are a useful means of overall control,
subject to the following considerations:

(1} Total budgets must be an accurate and reasonably complete portrayal
of the company’s plans.

(ii) Managers must ensure that comparisons of budgeted performance
and actual performance show the real nature of deviations. For
example, an increase in some expenditure head above the budget
figure, may be due to some -external factor, beyorfd the control of

g the manager.

(iii) While comparing budgeted performance and actual performance,
attention must be paid to timportant variations. Minor discrepancies
should receive little attention.

(iv} Many-a-times, managers must_forget the budget and take special
action to meet unexpected events; because budgets are servants of
managers and not their masters.

(b) Profit and Loss Conirol

-Profit and Loss or the Income Statement for an enterprise as a whole
serves important control purposes; because it is useful in determining
revenues and related expired costs during a given period; which account
for success or failure of a business. '

Many companies use profit and loss technique for division/departmental
control. In fact, when the purpose of the entire business is to make a
profit; each department must contribute to this purpose.




How is Proﬁt ‘and Loss Control Exerc:sed? - ' - ~ "Overall gnd
B Preventive Control

In profit and loss. control each major department detalls its revenues
" and expenses; mcludmg a proportionate share of the company overheads

and calculates its profit/loss periodically. . ‘ .
) NOTES

s

B

+ However, proﬁt and loss control is not practicable for small departments;

" as the paper work involved in building up profit and loss statements
for smaller departments tends to be too heavy Further, profit and
loss control is not applied to control staff and service departments.

Limitations of Profit and Loss Control

Some. of the limitations of profit and loss control may be stated. to be v T
- as following: .

(i), There is a lot of paper work involved for recordmg intra-company
transfer of costs and revenues. Whether intra-company transfers
to be made at costs or at a figure-above costs; require careful

. decision and-,appropriate, and aécurate recording. '
(ii) Profit and loss control is inadequ_ate for. overall control purposes,
till it" is coupled with a good budgetary control system.
(iii) ‘When profit and loss control is carried very far in the organization;
departments may come to compete with each other; which
phenomenon may ‘be dangerous for enterprlse COordlnatlon

{(c). Return On Investment (ROI): | -‘

ROI is one of the most successfully used overall control techniques,
*which measure the success .of a company by the ratio of earnings to
investmenj:"of capital. This approach has been'“an.importani‘: part of the
control systém of the Du-Pont Company, USA, since 1919. . .

ROI is computed according to the following formula'

] ' ROJ = Profits before mlereqt tax and dividends % 100 '
: Capital employed

where 'ca'pital employed refers to the total long-term investment in a
" company. {We may also take average capital employed i.e., capital emp]oyed .
‘in the beg1nn1ng + capital employed at the end + 2)

Capital employed is calculated as the summqtlon of fixed assets + net
working capital (i.e., current assets — current liabilities).

Point of Comment

* With the help of ROI, a company_ can compare its present performance
with its past performances and can also compare itself with other
companies having similar investment alnc} being similarly situated.
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Evaluation of ROI ' '

Merits

(i)

(ii)

(1}

(it) -

- (iid)

ROI gives an overall agsessment of business functioning. It guides.
management in mcreasmg profits through a better utilization of

‘capital invested. It, in fact, focuses managerial attention on the

central obJectwe of the business i.e., making best proﬁts possible
on capltal available.

ROI is effective; where authority is decentralized. When departmental
managers are furnished with a guide -to efficiency that applies to
the company as a whole; _i;hey develop a keener sense of responsibility
for their departments and top management can easily hold subordinate

. managers responsible.
Limitations

.Some. limitations of ROI are as follows:

There is a problem of valuation of assets. If assets are.jointly used
or costs are common, what method of allocation between departménts
should be used? Should a manager be charged with assets at their
original costs or their replacement costs or their depreciated values?
Betting up of a ROI system as control device is not an easy task.

ROI pr‘eocwpies with financial factors; and overlooks environmental
factors such as social and technological. Qualitative factors which

' are scarce (like competent managers, good employee morale, good

piiblic relations) and equally significant or rather more significant
than capital employed are totally neglected in ROI calculation.

"There is no standard ROI available for inter-firm and intra-firm

comparison purposes. .

24.3 ASSUMPTION UNDERLYING.DIRECT

CONTROL SYSTEM

Some of the assumptions of direct control system, which are often‘criticized,
aré described below:

(1).

Assumption that performance can be measured: Once major
.assumption underlying direct control system is that performance
can be measured. Factors like inputs, output, cost, .'pric_e, time,
etc. ‘can be ‘measured. However, there- are factors which vitally
affect an organization’s success but-which are qualitative in nature
and cannot be measured e.g., potentlal of managers to develop,'
effectiveness of research, creativity of manpower, soundness of
managerial deécisions, etc. Hence direct, controls are lop Slded in
nature. -




(i)

(iii)

(iv)

(v)

Assumption that personal responsibility exists for deviations:
Sometimes this assumption is valid; sometimes it fails. For example,
no manager is responsible. for undesirable deviations caused by

uncertainties of external environment e.g., increase in interest

rates, scarcity of a particular fuel, obsolescence of existing technology,
etc. '

Assumption that cost; of investigatiori in terms of time,
efforts, money, ete. is justified: It takes time and efforts to

undertake an analysis of deviations. In direct control system

which is based on feedback analysis; recalling facts may be difficult
as time has passed. In most of the cases, the cost of investigation
into causes of deviations may exceed the benefit, likely to arise,

from the .controlling exercise.

Assumption that mistakes can be discovered in time: Discovery
of 'deviations from plan may often come too late for effective
corrective action.-Much information for control purposes depends
on histotical data—which are available to managers quite late;
and then managers take time to interprét the data. As such,

‘true control can be applied only to future actions; not current
-actions,

&
s

Assu_mp'tion that the person responsible will take corrective
steps: Fixing responsibility for. deviations may not lead to corrective

action; when the manager involved is one of high-ups in the

organization. Subordinate manager does not ask their superiors
to correct themselves; to whom they report for their own
performance. '

'24.4

PRINCiPLE' OF PREVENTIVE CONTROL
SYSTEM '

The basic philosophy of preventive control system .is that best way to
correct deviations 1s not to let these take place at all.

The basic tool of preventive control system is to develop better managers,
who will look at managing and managerial problems from a wider and
intelligent .perspective, so that undesirable deviations caused by poor
management.are eliminated. Highly qualified managers will'make fewer
mistakes; thus reducing (but certainly not eliminating) the need for
direct controls.

)' The princ’i_ble of preventive control, thus, is that the higher the quality
and caliber of managers; the lesser will be the need for direct controls.

Overall and
Preventive Control
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‘Principles and Practices Point of Comment
of Management

‘Under px;eventive control system, the responsibility for 'neéative: déviations
can be fixed, by applying fundamentals of management i.e., whether
_ managers act’in _accb'l_'dal;ce' with established principles, in carrying :out
NOTES their functions. '

“
«

24.5 ASSUMPTIONS UNDERLYING PREVENTIVE
- CONTROL SYSTEM

Following are the basic-assumptions underlying preventive control system:

(1) Assumption that gualified managers makes a minimum of
errors: It appeals to logic that more qualified' the Iﬁanag'ers are
the lesser is the probability, that they will make mistakes. In fact,
.quahﬁed managers are likely to make a minimum of errors. However
while evaiuatmg the quality of the decisions made by a manager
emphasis must be laid so much not on.the quantlty of errors, but
on the quality of errérs. A manager could be wrong in only 2% of
the decisions- made by him; but the. quality of wrongness may be

- , such as to seriously endanger the survival of the company.:

(i) Assumption that management fundamentals 'can be used to
measure performance: Application of managerial concepts, principles,
theory, techniques~(i.e., fundamentals of managemeht) is much
‘dependent on the state of knowledge concerning managing, possessed
by a manager. Fundamentals of management are useful and-can be .
applled in measuring managerial performance i.e., while- analyzmg
negatwe deviations, it could be 'discovered whethe: the manager
applied the- established prmc1ples techniques, etc. of management
in the rlght way and with the. right perspective.

(iti) Assumptlon that the application of management fundamentals
can be evaluated: This assumption is different from the, preceding
one in that here, we are interested in the measurement of the
skill ‘with which managers apply management fundamentals to
their five functions of planning, orgamzmg, stafﬁng, ‘directing and
controlhng For instance, in a scheme of MBO the ability to. set
and achieve verifiable objectives reveals some measure of a manager's -
. performance Such performance (as revealed e.g., by MBO programmes)

- ' is a reflection on: the knowledge and skill of a manager and his
competence to occupy the paﬂslcular ‘managerial position:

24.6: ADVANTAGES ‘OF PREVENTIVE CONTROL .-

& preventive, apprl'oach to controlling, offers the following advantages to,
b an organization.
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(a) A Basis for Managerial Training/Development-

An evalgatioh of manager, under th_e philosophy of preventive control
is likely to-uncover deficiencies in managérs. On the basis of the results
of managerial evaluation and appraisal, top management can design

programmes of managerial tramlng!development to- overcoine those"

deficiencies.

(b) Encouragement of. Self-Control

. Preve;lti\re control sygtem encourages what may be called ‘control By
.self-control’. This" is. so becausg managers know that ‘their mistakes
will be uncovered in their evaluation process; and owning responsibility
for mistakes in their hearts, will start making voluntary corrections.
In fact, a feeling of self control turns’managers into more responsible
peisonalities.

(c) Managerial Burden Lightened

Preventive control lightens managerial burden caused due to efforts
in correctmg deviations; as a result of direct controls. ‘Preveritive control,

as the name implies prevents deviations from occurring and much
saves managerial 'time'and efforts; which, otherwise, would have been |

wasted in correcting deviations had those occurred:
A .

_(d) Better Superior-Subordinate Relationships -

Unﬂer preventive control system, s"ubordinate managers know -what is
expected of them, understand, the nature of managmg, and feel-a close

relationship between performance and measurement. Intelligent superior '

.managers will reciprocate’ this feeling by recognizing what they are

expected .to' evaluate in subordinates and develop techniques for. doing

§0. Anyway, supenor-subordmate relationships are likely- to improve
under the philosophy of preventive control.

a

24,7 DEVELOPING EXCELLENT MANAGERS—THE
KEY TO PREVENTIVE CONTROL

The key to preventive control lies in developmg excellent managers;
whose behaviour, actions and directiori to subordinates w111 minimize
the chances of the occurrénce of deviations. ) ‘

Dlscussmn about developing excellent managers could be analyzed into
two. categories: - .

(a) Efforts required on the part of managers themselves; and
(b) Efforts required on the part of the organization.
- -t '
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Let us describe the major factor. towards developing excellent managers
comprised in both these categories.

(a) Efforts' required on the part -of managers themselves

Efforts. required on the part of managers themselves towards developing
excellent managers may be as follows:

(1) Willingness to Learn

Managers should not base too much of tﬁeirﬂearning on experience; and
they must be aware of the dangers of experience as events or programmes
of. the past may not work in future — entirely different from the past
conditions. Managers must be willing to learn new concepts, principles,
theories-and techniques of. management to avoid what is called managenal
obsolescence. In fact, there is no end to new learnmg in management
discipline; which is growmg at a very fast pace.

(it) Planning for Innovations and Inventions

The idea here is two-fold-planning of innovations, and planning for
inventions.

{1) Planning’ for Innovation

Managers are required to be innovative. New-product ideas, new processes
of production or new marketing ideas do not just occur, by chance or
luck. Managers must constantly keep themselves involved .in creative

thinking; which will not .only help them come out with innovations for.

the enterprise but also help themselves in turning into excellent management
personalities. ' )

{(2) Planning for Inventions

Managers must try to develop more managerial inventions. Some historical
managerial inventions have been the Gantt chart, variable budgeting

technique, PERT/CPM, etc. Managers can give rise to inventions, if they

take interest in. management. research and devote their time, efforts,
creativity and skill towards planning for better and better managerial
techniques. '

(iii) Tailoring Information

Managers usually worry over the inadequacy of data on which they are
forced to act. There is then a need for tailoring information i.e., obtaining
the right information, in the right form and at the right time, for which
managers must have their own designs. Information design must i;ot be
confused with the clerical work of information gathering and summarizing.

"

¥




(b) Efforts required on the part of the organization

Efforts fequired on the part of the organization towards developing

‘gxcellent managers may be:

(i) Acceleration of Man'ag‘ement Development Programmes

To-avoid managerial obsolescence, it is necessary that the organization
must design and-implement schemes of managerial development; so as
to transmit new knowledge and tools in the field of management in a
simple and useful way to practicing managers.

Sending managers‘to attend seminars and conferences may be a useful.

means of managerial development in this context. Making available
latest books- and articles on new management knowledge. to managers
and motivating them to digest the same, is, yet another way to bring
manager up-to-date on specific.areas of new knowledge and techmques
of management.

(ii) Measuring managerial performance and rewarding it

As a measure to motivate managers to develop into excellent personalities,
the or_‘gahization must design schemes for measuring managerial
performance and rewarding those managers who successfully accomplish
their targets. Schemes of MBO, delegation of authority for challenging
works, ete. are somé of the means, at the-disposal of organization, .in
this context.

(iii) Need for management research and development

There is-a greét need to conduct more research into developing new

tools and techniques of management. The lével of research in the field

~ .
of management is rather low; particularly because management research
is complex and controlled labordtory experimentation is not possible.
Further management research is expenswe .However, organization must

provide all facilities, funds and motivation to researchers. Perfection |

of analysis to include all kinds of variables in a research project must
not be insisted on; as small contributions by researchers may provide
building blocks for great researches, subsequently.

(iv) Need for intellectual leadership

There is a need not just for technically sound leadership; but intellectual
leadership (based on imagination, foresight; human ekills, conceptual
skills, ete.) to drive the vehicle of a productive organjzation towards
its mission and goals. The enterprise top management must help.create

in environment in the enterprise which may be instrumental in developing |
iritellectual leadership in managers. Intellectual leaders will help develop |
intellectual followers (i.e., subordinates); and a time may come when |

the entire organization will be full of intellectuals, in all walks of
organizational life,
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SUMMARY

Direct controls are based on feedback, .by measuring deviations

from standards analyzing the causes of, deviations -and taking the
necessary corrective steps. to bring performance on the right ‘track. -

The basic tool of preventive control system is to de\_relop betfer__ '

managers; who will look at managing and managerial problems
from a wider and intelligent perspécti\ire; 50 that undesirable deviations
caused by poor management are eliminated. Highly qualified managers
will make fewer mistakes; thus reducing (but certamly not eliminating)
the need for direct controls. -

"

REVIEW QUESTIONS

" What is the difference between direct control and preventive control?

Which is.better? Give an overview of popular overall direct control
measures. '

Compare the assumptions underlying direct control-and preventive.,
-control systems. . . L

What is the principle of preventwe ¢ontrol? What are its advantages
for- the organization? :

“The key to preventivé control lies in devéloping excellent manager.”

In the light of this observation, suggest guidelines for developing -

excellent managers. .
Write notes on: '
(a) ROI : ,
(b) Management Fundamentals

(¢) Self-control.

.
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UNIT 25 QUALITY CONCEPT AND
SIGNIFICAN CE :
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25.1 Introductlon
25.2° Meanmg and Concept of Quallty
25,3 Concept of Total Quality
'25.4 "Need for Quality ;
25.5" Functions of Quality _
25.6 Developing a Quality Control’ System
25.7 Total Quality Control System vs. Total Quality Management System
25,8 Elements of Total Quality Control (TQC)
i:l‘ Summ?ry_ '
O Review JQ'uestions

-

2'5._1 INTRODUCTION

For more-than three decades “quality” and “quality managemeént systems”

, have been leading. buzzwords in'thie business world. Numerous consultants
"Have bullt their’ careers around -thése topics, and quality issues in
busmess have been responsible for the development of new organizations
and even 1ndustmes for instance, the American Society for Quality
and Six Slgma consulting. The notion of qualzty in business focuses on
. theé savings and additional revenue that organizations can realize, if
they ellmmate errors throughout théir operations and produce products
"and services at the optimal level of guality desired by their customers.

Errors can take almost any form—for example, producing the wrong
number of parts, sendmg bank statements to customers who have already
closed their: accounts or sendlng an incorrect bill to a client. All of
these errors are very common, and the costs incurred seem minimal.

But over time when mistakes are repeated the costs add up to a‘significant
amount, so eliminating érrors-can result in significant increases to the

-bottom line of a business.

F
Quality management, also known as quality control, is a system used'

by all types of businesses all around the world. This type of management
system.can help any-type of business provide consumers with the best
product and/or service possible by coordinating its activities, which
leads to an increase in its effectiveness and efficiency. There are many

Quality: Concept and
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different types of quality management systems, utilized by busmesses
Through these types of systems, a business can monitor and measure the
quality of its products and/or services being offered to consumers. An
effective quality management system helps a business to increase its
competitive edge, .augment its organizational development hlghhght its

customer satisfaction, and more.

-

| 25.2 MEANING AND CONCEPT OF QUALITY"

In the beginning, a high-quality product was understood as ‘one that is
stronger and is, in general, more durable than other products. In some
cases, this is a good definition of a_quality product, but not always A

| good fuse (circuit breaker), for example, is not one that lasts longer

during periods of high current or voltage. So the quality of a product is
the degree to which the product meets specifications. This definition of -
quality is also true for the service sector industry. In fact, today, qual#ty
is more visible in the service sector such as hospitals, restaurants, banks,
etc. The health of organizations producing physical commodities thrives
not only on manufactured products but also on' the services (annual
maintenance, defect replacement, product updates, etc.). In today’s society,
organizations like insurance compames do not produce anything physical
yet they are crucial in providing security to the commodities (e.g., vehicle)
acqulred by an individual. Increasingly, the definitions of quality include
an added emphasis on meeting these new needs of an individual. Several -
pioneers of quality have provided various definitions of quality. Feigenbaum

| defines quality as “The total composite product and service characteristics

of Engineering, Manufacturing, Marketing and Maintenance through which
the product and service in use meet the expectation of the customer”.

According to Juran

(i) Quality consists of those product features whxch meet the needs
of customers and thereby provide product satisfaction.

(ii) Quahty consists of freedom from deficiencies. “Product” is the
output of any process. It consists of mainly goods, software and
gervices,

A “product feature” is a property which is possessed by a product and
which ‘is intended to meet certain customers’ needs. A “customer” is
someone who is impacted by the product. Customers may be external or
internal. External customers are impacted by the product but are not

| members of the company which produces the product. External customers

include clients who buy the product, government regulatory bodies, the
public, etc. Internal customers are members of the company who require
the product for further processing or in-house use. Some other definitions
of quality quoted-in the literature are as follows:

4




* According to AN SUASQC‘St'andard A3-1987 (draft), quality means
“The totality of features and characteristics of a product or service
that bear on its ability to satisfy stated or implied needs.”

* The Buropean Organization for Quality Control Glossary (1981}
defines quality as “The totality of features and ‘characteristics
of a proau'ct or service that bear on its ability to satisfy a given
-need. For example, with manufactured products quality i mainly
determined -by quality of design and quality of manufacture.”

¢ The Soviet encyclopédia defines quality as folloWs:‘ “Quality of

products is the aggregate of properties of a product determining

its ability to satisfy the needs it was built to satisfy.”

The. concept. of quality has evolved from one that is produced (product)
or provided (service) by an organization to an individual or society.
Quality is a demand of customer either internal or external. A product
can be said to possess a good quality if it fulfills the following requirements:

’

Fitness for Purpose

The product or service fulfils the purpose for which it has been produced
or provided.

Conformance to Requirements.

The prgduct performs satisfactorily 'in’ an application intended by the
user. )

Grade

The product possesses distinguishing features in terms of appearance,
. performance, durability, safety, affordability and maintainability,

Degree of Performance ,

The product scores over competitive products of equivalent grade, based
on comparative test by custoiners.

Degree of Excellence

_The product gains a value derived from functions performed with the
product, the timeliness of a product’s availability, aesthetics associated
with ownership, quality of performance and its cost.

With the principle that “customer is the king”, the producer or service
~ provider strives to meet the expectations of the customer. From the
producer’s point of view, quality must be observed in the aspects of
designing, conformance and performance. In the next sections, we shall
study how quality is observed in the above three areas in the product
industry. The implications of quality in the service sector shall be
.discussed side by side. '

\
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25.3 CONCEPT OF TOTAL QUALITY o

The concept .of quality has extended from phymcally core products into
the total value delivered to customers: According to Atkinson (1993}
total quality is a strategic approach to produce the best produhct._ and

service possible—through constant innovation. Concentration should not.
| be only. on.the production side but also on the service side of a business. . ’

General perception.is that impréovement-in quality is possible only ‘during
production but total quality cannot be achieved without significant improvement
in purchasing, marketing, after. sales service and a Host.of other areas of
business. Many compames may produce ‘zero defect’ products but the

| company’s quahty still' is not right. There are other functions. which can

let. the company down. The right product delivered at the wrong time

"can have .catastrophic impact on both buyer and seller. A Tesearch report

found that 95 per cent-of companies delwer their products late. This late
delivery' can have just as bad impact upon future buying decision as can

increasing the price of the product by 50 per cent.

Deming (1988) suggested that care of quality’ should be focused on the
process rather than on the end product. After Demmg proposed his
ideas 'on quality management, people began to recognize that quality of
product requires quality of “everything” in the organization. This has
Broﬂg}ft a significant change in respect of the responsibility on-quality.
Traditionally, the QC/QA -Department was the one that béars all consequences
(especially problems) resulting from quality -performance of products or
services delivered to customers. Today’s management must realize that .
everybody in the organization has a contribution dlrectly or mdlrectly
for producing quality products or services; hience quality demands.corporate
responsibilities. Quality must be viewed in a total context of an orgahization:

quality of the process, gquality of the people, quality of the organizational

structure and system, quahty of leadersh1p and ‘other aspects of the
organization. -

Total quality is called total because-it consists of 3 qualities:

* Quality ‘of return to satisfy the needs of the shareholder’s,'

* Quality of products and services to satisfy ‘some spec1ﬁc needs of

the. consumer (end user) and

* Quality of life to satisfy the needs of the people in the organization.
Total quahty management is defined as a continuous effort by the management
as well as employees of a particular orgamzatlon to ensure long-term
customer loyalty and customer sat1sfact10n Remember, one happy and
satisfied customer brings ten new customers along with him whereas
one disappointed individual will spread bad word of mouth -and spoil
several of your existing as well as.potential customers;

"You need to give something extra to your customers to_expect loyalty in

return. Quality can.be measured in terms of durability, reliability, usage
and so on. Total quality management is a structured effort by employees

| to continuously improve the quality of their products and services through

L4
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proper feedback .and research. Ensuring superior. quahty of.a product
or.service'is not the responsibility of a single member. Every individual
who receives. his/her paycheck from the organization has to contribute
equally to design foo]proof processes and systems which would eventually
ensure superior quality of products and services: Tofal quality management
is indeed a joint effort of marnagement, staff members, workforce, and
suppliers in order to meet and excéed customer satisfaction level: You
can’t just blame one person for not adhering to quality measures. The

- responsibility lies on the shoulder ‘of everyone who 18 even remotely '

associated with the organization.

W. Edwards Demlng, Joseph M. Juran and Armand V. Feigenbaum |

jomtly developed the concépt of total’ quality management. Total quality

maitagement originated in the’ ‘manufacturing sector, but can be applied |.

to ‘almost all orgamzatlons

Total quality management ensures that every single employee is working
towards the improvement of work culture, -processes, services, systems
and so on.to ensure long-term success.

Total quality management can be divided into four categories:

.. * Plan . -
* Do i . .
* Check:
1 Act

Planning Phase ’

Planning is the most crucial phase of total guality management. In
this phase employees have to come up with their problems-and queries
which need to be addressed. They need to.come up with the various

challenges they face in their day-to-day operations and also analyze .

the.problem’s root cause. Employeesare required to do necessary research
and collect relevant data which would help them find solutions to all
the problems :

Doing Phase i

In' the domg phase, emp]oyees develop a solution for the problems

deﬁned in planmng phase. Strategies are devised and implemented to |
overcome thé challenges faced by employees. The effectl\reness of solutions: |

and strategles is also measured in this stage:

Checking _Phase

-

Checking phase’ is the ‘stage where people '&fctually,_ do a comparison

analysis of before and after -data to confirm the effectiveness of the
processes and measure the résults. :
"Acting Phase

7
‘In this. phase employees document theu- results and prepare themselves
to address other preblems
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Case Study: TQM Initiatives by Carcom

‘Carcom’ is .a supplier of automotive safety components employing
around 700 staff which is located on two sites in’ Northern Ireland.
The company was originally American owned but after a joint venture
with the Japanese partner in the late 1980s, it was eventually bought
out by the latter.

The quality initiative began in 1988-89 with a five-year plan based
on the Kaizen philosophy, this concept having been picked up from
the Japanese partner. This was driven by.senior management in -
response to what they saw as increasing customer demand and
operating considerations. The achievement -of ISO 9001 registration
in 1990 brought together processes carried out by departments which
had previﬁus_]y been undertaken in isolation. The company is now
focusing on Kaizen.with the principles of improvement, customer
delight, systems focus and participation. A range of quality management
tools and techniques are used: A TQM steering comniittee is responsible

« for overall direction but there is also a further steering ‘committeé

to oversee implementation of the Quality _Irrip‘i'ovemént Teams (QITs)
as well as a full time coordinator. There are teams of shop floor
operators based on natural workgroups, and these tend to focus on
product problems and environmental issues (such as working conditions).
In contrast, Kaizen teams focus on process improvements and problem-
solving workgroups are established in response to specific customer
concerns’ (for example, warranty claims). .

Senior managers stress that a long-term approach is now being
taken which is in contrast to some of the programmers in the early )
1980s. These former piecemeal initiatives included quality circles
which had been characterized by considerable changes in personnel,
with a number of champions having moved on leaving behind a
flagging initiative in contrast, the company is now taking time to
get the processes right and providing a central focus through quality
for change. Cultural change is the .aim but it is recognized that only
incremental progress can be achieved and that a supportive attitude.
is required from management. Thus, QIT members are given extensive
training and are encouraged to tackle problems which give early
success and build teamwork, rather than put pressure on teams to
deliver immediately on big issues.

The Tmpact of the TQM Initiative  °

While it is still-. early days, the initiative is alreadyfelt'to have had
a major impact. The management structure has been reduced by
one layer, shop floor layout has been improved; and scrap rates,
stock, work-in-progress and inspection times have been reduced,




50 too have the rIumbe’rs of inspectors, whose role is now seen as
one of analysts. E'mployee response to these changes has generally
been positive, and the co"mpany has spent considerable effort in
relating ‘quality’ directly to employees’ work, particularly through
the use of measures which are displayed adjacent to the workstation
and maintained by staff themselves. The unions were, assured
‘that there would not be job losses as a resiilt of Kaizen, although
they continue to have concerns about this and also raise the issue

of payment for changes in job roles—particularly in relation to -

SpC. The company.has adopted an open information policy to
foster greater trust at the workplace, and business- related issues
are given greater prominénce at the joint works committee meetings.
Management also believes that the quality initiative has led to a
reduction 'in union influences although this was not an original
objective.

The Strategic Nature of the Human Resource ‘Funection

The human resource function has emerged from a welfare to a
more strategic role in recent years. This has been assisted by an
MD who is regarded- as a- peoples person’ claiming that ‘you
can’t divorce people from quahty, .and by the appointment of a
personnel director together with a new industrial relations manager.
This has broadened the role of human resources and enhanced

its status. The appointment of a training manager was significant,

since under the previous. regime little off-the-job training was
conducted. Training budgets have actually increased in volume
- and-monetary terms despite the company’s recently recorded trading
losses. Recruitment and selection are Becoming more sophisticated
"as the company wishes to identify team workers.

‘The links between human resources and quality were made explicitly
by the MD: “We cannot separate HR from TQM, and without HR
the QIP (Quality Improvement Programme) will not work effectively.”
In addition to the issues mentioned above, the function was also
seen as: being important in, building the -people aspect into the
strategic. quality planning process. Addressing the problem of
absenteeism, and supporting line management by helping to change
employée attitudes/organizational culture. In addition, the function
has provided appropriate training programmers for quality, in
which there has been considerable investment in time and resources,
it has counseled the mentors to the QIT, and ensured that managers

communicate with staff by prov1d1ng advice on the best means of -

doing this. Quality principles are-also being developed in relation
. to the human resource function, with specific targets being set
(for example, for absenteeism) as well as more general aims (for
example, on training).
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Q'uesf;ions
1. Analyze the links between TQM and HRM with, reference

both to this case study and more generally

- 2. What does the case study demonstrate about the contribution
a personnel/HRM functmn can make to the: development of
TQM in an orgamzatlon? ;

‘3. How.might the principles of TQM be applied to a personnel '
function? .

-4, What general implications does TQM have for industrial relation?

Source: hitp:/lwww. mbaknolcom/management- case-stud;esfcase-atudy-
tgm-initiatives-by-carcom/

25.4 NEED FOR QUALITY

Business success may simply be the extent to whlch your orgamzatlon
can produce a “higher-quality product or-service than your competltors

" are able to do at ‘a competitive price. When quality is the key to a

companys success, quality’ management systems allow organizations
to keep up with and meet current quality levels, 'meet the consumer’s’
requirement for quality, retain employees through competitive
compensation programmes, and keep up with the latest technology.

" The following are the key advantagés madintain the .quality:

* Product Quality: Quality management ensures product quality.
Some primary aspects of product guality include: performance,
reliability and durability. Through the use of a quality management
-programme, the company can produce a product that performs:
according to its, stated promises. Use quality management
programmes to improve the -quality of a product and to_design
new products. Six sigma has a specific component called DFSS-
{Design for Six Sigma) which is a methodology to build Six. sxgma
quality into a product or service.

* Customer Satisfaction: Quality mmanagement ensures customer
satisfaction. Conduct customer-satisfaction surveys to understarid
‘the qualities of the product important to the customer:- Also
conduct surveys with those who are not the company’s customers.
This.will also provide insight into why thesé businesses use the
services of the competitor. Use customer surveys to target those
features of a product or service that need improvement. The
quality managemént programme provides a methodology to use
to create the type of product the customer desires.

» Increased °Reveﬁues: Quality ‘products and services give the
company a spotless reputation in the industry. This reputation




allows the company to gain new customers and sell additional
products and services to existing customers. A quality management
programme also removes inefficient processes within the system.
By removing unnecessary processes, employee productivity increases,
The employee is spending less time on activities that do not
contribute to the product’s quality. As a result, the employee is
producing more work in less time while the company has not
increased the salary. Quality management programmes help
recapture lost money due to inefficiencies.

Reduce Waste: A quality management programme helps companies

reduce waste. Companies that house inventory are paying for
the storage, management and tracking of the inventory. The

costs of having the inventory are built into the price of the’

product. Implementing a quality management programme reduces
the amount of inventory that costs the company money and occupies
valuable space. Quality management means that there is a systematic
approach to keeping inventories at acceptable levels without
incurring waste. Work closely with suppliers to manage inventory
using a Just-in-Time (JIT) philosophy. In short, a JIT inventory
system helps the suppliers and manufacturer remain in close
communication to become more responsive to the customer.

Teamwork: Quality management systems force company
departments to work as a team. Different areas of the company
become reliant upon one another- to produce a quality product
that meets and exceeds the customers’ expectations. A- quality
system incorporates measures that affect sales, finance, operations,
customer service and marketing. The balanced scorecard is a
one-stop-shop for evaluating how various departments are operating
against their performance expectations. Use the balanced scorecard
to show how close the company is to the financial, operational,
customer service and learning/growth fargets.

25.5 FUNCTIONS OF QUALITY

The following are the key functions ;)f quality:

Through its field contacts with users and organizations determine
the quality they need.

Research and development specialists then create a preduct
concept so as to meet these quality needs.

Design engineers prepare the product and material specifications
which embody these gqualities.

Other engineers specify the process and equipments capable of
fabricating and measuring these qualities.

Purchasing specialists buy materials and components possessing
appropriate quality.
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The sales force through the distribution chain urges consumers
_ to buy the products processing these qualities.

25.6 DEVELOPING A QUALITY CONTROL SYSTEM

Quality management includes the processes required to ensure that the
project will satisfy the needs for which it was undertaken. It includes
“all activities of the overall management function that determine the
quality policy, objectives, and responsibilities and implements them by
means such as quality planning, quality control, quality assurance, and
quality improvement, within the quality system”.

The following are the key elements of quality management process;

* Quality Planning: Identifying which quality standards is relevant
to the project and determining how to satisfy them. '

* Quality Assurance: Evaluating overall project performance on
a regular basis to provide confidence that the project will satisfy
the relevant quality standards, -

¢ Quality Control: Monitoring specific project results to determine
if they comply with relevant quality standards and identifying
ways to eliminateé causes of unsatisfactory performance.. !

These processes interact with each other and with the processes in the
other knowledge areas as well. Each process may involve effort from
one or more individuals or groups of individuals based on the needs of
the project. Each process generally occurs at least once in every project
phase. Although the processes are presented here as discrete elements
with well-defined interfaces, in practice they may overlap and interact
in ways not detailed here. The basic approach to quality management
described in this section is intended to be compatible with that of thé
International Organization for Standardization (ISQO) as detailed in the
IS0 9000 and 10000 series of standards and guidelines. This generalized
approach should also be compatible with (a) proprietary approaches to
quality management such as those recommended by Deming, Juran,
Crosby, and others, and (b) non-proprietary approaches such as Total
Quality Management (TQM), continuous improvement, and others. Project
quality management must address both the management of the project
and the product of the project. Failure to meet guality requirements in
either dimension can have serious negative consequences. for any or all
of the project stakeholders.
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+ Meeting customer requirements by overworking the project team

may produce negative consequences in the form of increased
employee turnover.

¢ Meeting project schedule objectives by rushing planned quality NOTES -
inspections may produce negative consequences when errors go
undetected.

Quality is “the totality of characteristics of an entity that bear on its
ability to satisfy stated or implied néeds”. The project management
team must be careful not to confuse quality with grade. Grade is “a
category or rank given to et_ltii;ies having the same functional use but
different requirements for quality”. Low quality is always a problem;
low grade may not be. For example, a software product may be of high
quality {(no obvious bugs, readable manual) and low grade (a limited -
number of features), or of low quality (many bugs, poorly organized | ~ . .
user documentation) and high grade (numerous features). Determining
and delivering the required levels of both quality and grade are the
responsibilities of the project manager and the project’ management
team. The project management team should also be aware that modern
quality management complements modern project management. For
example, both disciplines recognize the importance of:

¢ Customer satisfaction: Understanding, managing, and influencing
needs so that customer expectations are met or exceeded. This
requires a combination of conformance to specifications (the project
must produce what it said it would produce) and fitness for use
(the product or service produced must satisfy real needs).

* Prevention over inspection: The cost of avoiding mistakes is
always much less than the cost of correcting them.
¥
* Management responsibility: Success requires the participation
of all members of the team, but it remains the responsibility of
management to provide the resources needed to succeed.

1 ¢ Processes within phases: The repeated plan-do-check-act cycle
described by Deming and others is highly similar to the combination
of phases and processes.

In addition, quality improvement initiatives undertaken by the performing
organization (e.g., TQM, Continuous Improvement, and others) can improve |
the quality of the project management as well as the quality of the
project product. However, there is an important difference that the
project management team must be acutely aware of—the temporary
nature of the project means that investments in produet quality
improvement, especially defect prevention and appraisal, must often
be borne by the performing erganization since the project may not last
long enough to reap thée rewards.
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TOTAL QUALITY MANAGEMENT SYSTEM

Total Quality Control (TQC) System for optimizing production based on
| NOTES ideas developed by Japanese industries from the 1950s. The system,
| . which blends western and eastern ideas, began with the concept of quality
: circles, in which groups of 10-20 walkers were given responsibility for
the quality of the products they produced. It gradually evolved into
\ various techniques involving both workers and managers to maximize
productivity and quality, including close monitoring of staff and excellent
customer service. The concept of Kaizen, the notion that improvement
must involve all members of a company, is central to TQC.

Total Quality Control defined as an effective system for integrating the
quality development, quality maintenance and quality improvement efforts
of the various groups in an organization so as to enable production and
service at the most economical level which allows for full customer satisfaction.

It may be classified as a “management tool” for many industries showing
an outstanding improvement in product quality design and reduction in
operating costs and losses.

Total Quality Management is defined as a continuous effort by the
management as well as employees of a particular organization to ensure
long-term customer loyalty and customer satisfaction. Remember, one
happy and satisfied customer brings ten new customers along with him
whereas one disappointed individual will spread bad word of mouth and
spoil several of your existing as well as potential customers. You need
to give something extra to your customers to expect loyalty in return.
Total quality management systems manage quality. They have a strong
philosophical base that incorporates several important concepts of TQC
systems. Management efforts are oriented towards the achievement of
complete customer satisfaction. Here, we find an organization-wide
responsibility for quality. Time to install is three to five years. The
evolution shows a culture change in the organization which achieves
customer-orientation through various stages of development that progress
through a system-oriented to an improvement-oriented to a prevention-
‘oriented state,

The progress from quality control to quality assurance to total quality
control to total quality management took almost a century of .concerted
efforts from quality gurus, such as; Walter Shewhart, W. Edwards Deming,
Joseph Juran, Kaoru Ishikawa, Genichi Taguchi, Armand Feigenbaum,
and Philip Crosby. The quality movement was initiated in Japan by Deming
and Juran. It was later picked up by the Japanese who have made the
quality movement a big.success story. Around the 80s Japanese companies,
on a continuous cycle of never-ending improvements, surpassed the West.
They captured the markets with their consistent quality products and
have now shifted their priorities onto satisfying customers with products
having high quality at low price.
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The following table states the djfferences between the TQC and TQM:

TQC (Total Quality Control)

TQM (Total Quality
Management)

1.

Emphasis is placed on the
process and continuous
process improvement,

Total participation is required.

Employees are encouraged to
generate ideas and implement
them.

It is flexible-processes and
methods can be easily chan-
ged.

The target is not absolute—
good for a changing market.
Sometimes the end result is
very different from the origi-

- nal target—employees tend to

lose sight of the ‘goal because
they are too focused on the
process.

. Emphasis is placed on the target

and achieving the target as soon
as possible.

. The system is simple and

straight forward,

. Information delivery is accurate.

. The process is considered after

the goal has been established.

. Employees stop actively thinking

of and implementing process
improvement—they don’t want
to risk-making a mistake or
creating delays.

25.8 ELEMENTS-OF TOTAL QUALITY CONTROL

(TQC)

Though many factors are essential to the success of a system project,
the following elements or programmes seem necessary to TQC
implementation:

1,

Education and Training: The first and foremost concern in
QC (Quality Circles) activities is with the quality of “people.”
How to “build” quality into people has been the main focus of
TQC. To achieve this, various training and education programmes,
were developed to instill the TQC way of thinking in all employees
in order to spark “awareness.”

Participative Management: A successful TQC programme requires
a company-wide promotion with an employee’s participation.
All employees from top management, managers, supervisors, and
workers in functional departments such as R&D, product planning,
design, preparation for production, purchasing, manufacturing,
quality control, sales, and after services as well as financial,
accounting, and personnel should be included. In order to encourage
their employees to actively participate in problem solving, J apanese
companies have long relied on QC circles and other innovations
such as job rotation, job enrichment, and job enlargement.
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Employee Suggestion Programmes: A suggestion programme
is an integral part of the TQC system. Top management must
implement a well-designed suggestion plan to assure that the TQC
system is dynamic. Rewards and recognition must bhe given to
employees and the number of suggestions must be regarded as an
important criterion in evaluating the performance of managers.
The- following are the -ideas which are typically acceptable for
suggestion.

» Improvements in operating methods.

* Improvements in working environment.

e Improvements in machines and process.

» Improvements in jigs and tools.

* Improvements in product quality.

* Improvements in customer relations.

* Improvements in safety.

+ Savings in energy, materials, and other resources.

¢ Ideas for new product development. ¢

* Others that lead to higher product and cost reduction,

Cross-Functional Management: Because quality problems vary
from product to product and their responsibilities are with different
departments, it is very hard to receive cooperatmn from other
departments under many current functional organization structures.
In Japan, the quality, cost, and delivery schedules are arranged as
cross-functions and .are headed by special committees that directly
report to the CEO (Chief Executive Officer). Members of the TQC
committeé, for instance, consist of board members (managers and
employees) from related functional departments with the QC or
quality assurance (QA) department acting as secretariat. In addition,

. for the sake of receiving highest attention from departments, the

cross-functional goals should be determined before the departmental
goals.

Quality Information Systems: A system of data collection and
evaluation is a vital part of the TQC programme. Accurate and
timely data on defects, field failures, and complaints must be quickly
analyzed and feedback provided to related people and departments
for possible action.

Basic Statistical Methods: All employees active.in TQC activities
are well-trained in how to effectively use basic statistical methods
for problem solving. These methods include, but are not limited to
the following:

s Pareto diagrams.
» Cause-and-effect diagrams.

+ Histograms.




Control. charts.

Scatter diagrams.
¢ Graphs: ) :
Check sheets.

Quality Cost Systems: A good quality-cost programme should
be able to pinpoint the areas where the application of QC can
have the greatest monetary impact. It should also provide a
critical measure of the financial health of the QC system. As
such, the programme must cover the measurements and reporting
of the costs incurred in ensuring product quality, reliability,
and safety. It should also measure the costs incurred from the
failure to do so.

Quality System Audit: System audits provide a mechanism to
periodically review quality-related policies, to scan environmental
opportunities and treats, to coordinate TQC activities, and to identify
system weakness and improper practices for ultimate correction.
In Japan, the quality audit is further exémplified by the Deming
Prize contest and by the President’s annual field audit.

Following figure shows an organization chart for TOC.

Chairman
of the
| Commiftee |
* A Manager i
+ AMember
. Secretariat
» A Manager
» A Member
Committee .. .
(Product Committee Committee Commitiee Committee
Planning) {Marketing) (Purchasing) {Manufacturing) {Design)
-.-A-h;a;;g-g'r- +A Managbr * A Manager + A Manager » A Manager|’
« A Member * A Member » AMember .| *AMamber * A Member

Quality management, also known as guality control, is a system
used by all types of businesses all around the world. :

A “product feature” is a property which is possessed by a-product
and which ‘is intended to meet certain customers’ needs.

Total quality is a strategic approach to produce the best product
and service possible—through constant innovation.
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HNEee e

Employees document their results and prepare themselves to address
other problems.

Quality .is the key to a company’s success, quality management
systems allow organizations to keep up with and meet current
quality levels, meet the consumer’s requirement for quality, retain
employees through competitive compensation programmes, and
keep up with the latest technology.

Quality management systems force company departments to work
as a team.

Quality is “the totality of characteristics of an entity that bear on
its ability to satisfy stated or implied needs”.

REVIEW QUESTIONS

Define quality.

What is total quality?

Why quality is considered as a challenge?

Discuss the meaning and concept of quality.

What is the need for quality?

Write down the key functions of quality.

Differentiate between total quality control and total quality
management.

Discuss the various elements necessary to implementation of total
gquality control.
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26.1 Introductory Observations

26.2 Tendencies Towards Developing A Unified Global Management
Theory

Q Summary
O Review Quest_ion

26.1 INTRODUCTORY OBSERVATIONS

In_the present-day-management literature, one finds a large number
of principles of management and a good number of management theories
concerning areas like leadership, motivation, organizational theory,
and organizational behaviour and so on. However, there is a need,
and, of course, an urgent need to develop what we many call ‘a unified
global management theory’ i.e., a theory:
— which contains fundamental managerjal concepts, principles and
techniques—applicable to most of management situations; and
— which provides useful guidelines and hints to managers, all over
the world, involved in practicing management, in various types
of group endeavors, for better managing.
Developing a global management theory is not an easy task or an arm-
chair exercise. Yet, with efforts of practitioners, scholars and researchers;

it may be possible to develop such a theory; as in the present-day- |

times, one can notice tendencies towards developing a unified global
management theory.

26.2 TENDENCIES TOWARDS DEVELOPING
A UNIFIED GLOBAL MANAGEMENT THEORY

Tendencies towards developing a unified global management theory
may be classified into the following three categories:

(a) Historical tendencies.
(b}’ Conceptual tendencies

(¢} Modern tendencies
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(a) Historical Tendencies

Some of the tendencies which favour the development of a global management
theory and which have a historical origin or background are described

below:

(i)

(it),

System’s Approach to Managing: System’s approach to managing,
though thought to be new, is not really new. Scholars comment
that it is something like old wine is a new bottle. The core of the
concept of system’s approach is the recognition of the interrelationships
existing among various parts of an enterprise; and the relationship
of the enterprise with the environment {i.e., the supra system). In
fact, practitioners of management in the past also appreciated
this sort of relationship and provided for it while managing their
enterprises but, of course, without using the word system. Again,
modern practitioners of management, the world over, manage by
the system’s approach; as no manager can overlook the significance
of interrelationship among various parts of their organization.
Certainly then, the system’s approach to a managing is one of the
building blocks, in developing an integrated global management
theory.

Contingency or Situational Approach to Managing: According

. to contingency or situational approach to managing, there is no

universally accepted best way of managing all situations; the best
system of managing depends on the realities of managerial situations.
Intelligent managers in the past, always decided things, in view
of the realities of the situation. Managers of today also, everywhere,
appreciaté and implement-the contingency approach to managing;
as this approach is nothing but common sense approach. Therefore,
a universal belief by managers, everywhere, in the situational
approach underpins the efforts involved in developing a unified
global management theory.

(b) Conceptual Tendencies

Some of the conceptual tendencies'fa‘vouring the development of unified
global management theory are described below:

(i)

Popularity and Use of Principles of Management: There are
a large number of principles of management concerning various
managerial concepts and functional areas of management. Many
management principles command universal recognition and
implementation. Principles of management are popular and useful
in Jhat, it is easier to teach, do research and practice management;
when one proceeds according to principles.




By testing the validity of existing principles, and developing
new principles on the basis of empirical studies, scholars and
researchers can provide a useful foundation on which to build
a solid and unified global management theory. In fact, a theory
of management could be built only around principles of management.

(ii) 'Operational School of Management—Most Popular Way
of Structuring Management Knowledge: Management textbooks
based on operational school (i.e., analyzing managerial jobs in
terms of functions of planning, organizing, staffing, directing,
controlling and coordinating) are used around the word. Practicing
managers, everywhere, concern themselves with functions of
planning, directing, controlling, etc. while performing their
managerial jobs in real life situations. Though may schools of
management have grown in the present-day-times and many
more are likely to emerge in future; there is no doubt that
operational school will continue to retain its dominance over
other -school of management thought.

As,such, the operational school is lkely to provide the cementing
force to efforts engaged in developing a unified global management
theory.

(iii) Confluence of Leadership and Motivation Concepts: (Confluence
means the fact of two or more things becoming one). Motivation
is not only the heart of management; it is also the core of the
process of leadership an exercise through which the manager
(acting as a leader) tries to influence the behaviour of subordinates,
for an enthusiastic attainment of groups objectives. In fact, a
leader is a flop till he/she is able to motivate subordinates; so
that the subordinates see in the leader the means of attaining
their personal objectives.

S
There is no controversy over the role of a manager moulded into a
leader. Further, leader’s main weapon is the motivational technique.
Hence, the confluence of leadership and motivation, which is just
conceptual (and not newly innovated); provides a useful building
block in developing a unified global management theory.

(¢} Modern Tendencies

Some of the modern tendencies favouring the developing of a unified
global management theory are described below:

(i) MNCs Management Practices: Multi-National Corporations
{MNCs) management practices, pr/ovide the modern building blocks
for.developing a unified global management theory. While making
decisions in areas of planning, organizing, leading and controlling;
managements of MNCs must deal with new and different situations
characteristic of many cultural perspectives, nations, governments,
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(i1)

(iii)

(iv)

)

labour unions and other factors in the global area. Hence, management
concepts, principles and techniques followed by MNCs may provide
useful pillars to support the building of a unified global theory of
management.

Case Study Approach to Management Education: Case study
approach to imparting management education is rather new. It
seeks to bridge the gulf between theory and practice of management.
In case study approach, management knowledge and experience
are imparted to students, trainees and others by analyzing international
management cases, of diverse'natures. Distilling basics of management
from analyses of leading management,cases is certainly going to
make useful building material available for developing a unified
global management theory.

Emphasis on Behavioural Approach to Managing: Behavioural
approach to managing is a positive contribution of the neo-classical
approach to management. I}Iow-a-days, Behavioural approach,
emphasizing on interpersonal and intergroup Behavioural patterns,
is being increasingly used in all functions of management i.e.,
planning, organizing, staffing, directing and controlling.

Managers, in all’leading organizations, all over the world, realize
as to how difficult it is to understand and modify human behaviour,
for organizational purposes. New fields of managing which are
emerging in view of the recognition of the Behavioural aspects of
managing are: Organizational Development (OD) and Organizational
Behaviour (OB).

Fundamentals of OD and OB are likely to make meaningful contributions
towards developing a unified global management -theory.

Professionalisation of Management: Management is getting
professionalized, more and more, day-by-day everywhere, in the
world. There is no doubt that professional managers follow a more
comprehensive and broad-minded approach to managing enterprises.
Innovations by, and experience of, professional managers is likely
to make positive contributions towards developing a unified global
management theory.

Technological Revolution: Technology in the world is getting so
much advanced now-a-days, that experts speak of a ‘technological
revolution'—the commercial world is passing through. Experts,
researchers, and practitioners recognize the impact of technology
on organizational structure, organizational behaviour and may other
aspects, having a bearing on managerial effectiveness.

Efforts of managers, in coping with new technological implications,
may provide useful hints for developing managerial concepts and
techniques, which might be utilized in developing a unified global
management theory. -




(vi)

{vii}

o p—— . — i

Environment of Global Competition: In an environment of
global competition, many cooperations féel problems of their
survival, not the speak of growth. This problem applies to corporate
enterprises (especially tiny enterprises) all over the world.
Managements of many countries can contribute, under the
circumstances, to managément theory and practice, by suggesting
hints for more effective planning, flexible approach to organizing,
better management of human resources, etc.~—as means for ensuring
survival and prosperity amidst globally increasing intense
competitive conditions. Such suggestions of leading managements,
all over the world, can provide building material for developing
a unified global management theory.

Glossary of Management Concepts and Terms: (Glossary
means a list of technical or special words, in a particular context,
explaining their meanings. One of the greatest obstacles in developing
a unified global management theory has been the problem of
semantics. Management people, authors, researchers, ete. tend
to use the same terms in different ways or use different’terms
for the same concept. Fortunately, the Fellows of the International
Academy of Management (comprising management scholars and
leaders, from over thirty countries) have undertaken the

development of a glossary of management terms and concepts,

in a number of languages. Such glossary may be a great aid in
developing in unified global management theory.

SUMMARY

Tendencies towards developing a unified global management
theory may be classified into three categories: :

(a) Historical tendencies.
(b) Conceptual tendencies
{c} Modern tendencies

Motivation is not only the heart of management; it is also the
core of the process of leadership an exercise through which the
manager (acting as a leader) tries to influence the behaviour of
subordinates, for an enthusiastic attainment of groups objectives.

REVIEW QUESTION

What do you understand by the phrase a ‘unified global theory
of management”? Identify and explain some of the major tendencies,
favouring the development of a unified global theory of management.
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