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12.1 INTRODUCTION
Organising is the formal grouping of activities and resources for facilitating attainment of
specific organisational objectives. It is possible to achieve objectives without formally
organising, but there is likely to be great wastage of resources and time. Organising ensures
that objectives are achieved in the shortest possible time, in an orderly manner, with maximum
utilisation of the given resources.
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In the context of a firm, its people, machines, building, factories, money, and credit available
for use are the resources at its disposal. All these resources are limited. Your role as a manager
is to organise all these resources, so that there is no confusion, conflict, duplication or wastage
in achieving your organisation's objectives. You will be required to allocate to each person his
role, designation and position in the organisation, his responsibility for achieving specific
objectives and authority for utilising the resources assigned to him, and the higher authority to
whom he has to periodically report his progress. In this unit, we will take up all these issues
for discussion, dwelling at some length on the various types of organisation structure that you
can choose from to suit your company's specific objectives.
12.2 ORGANISATION STRUICTURE AND CHART
Organisation structure refers to the formal, established pattern of relationships amongst the
various parts of a firm or any organisation. The fact that these relationships are formal implies
that they are deliberately specified and adopted and do not evolve on their own. Of course, it
may sometimes happen that given an unusual situation, new working relationships may evolve
and which may later be adopted as representing the formal structure.
The second key word in our definition of structure is ‘established'. Only when relationships are
clearly spelled out and accepted by everyone, can they be considered as constituting a structure.
However, this does not mean that once established, there can be no change in these
relationships. Changes may be necessary with passage of time and change of circumstances,
but frequent and erratic changes are to be avoided. A structure can be based on relationships
only if they exhibit a certain degree of durability and stability.
The formal relationships in an organisation are those as described in an organization chart.
Figure-I presents a typical chart for a company engaged in manufacturing. The boxes in the
chart represent the various important positions in the organisation. The title of the position in
the box, viz., manager purchase or manager marketing, indicates the activities of that position.
The distance of the box from the top indicates its position in the hierarchy. The closer the
position to the top, the higher its status and vice-versa. The lines joining the various positions
represent the formal reporting relationships, usually between a superior and a subordinate.
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The organisation chart is a rather abstract illustration of the structure. To get a more complete
picture, the chart may be supplemented by job descriptions of each position. The job
description gives in detail the activities and responsibilities expected of the person occupying
the position.
Both the organisation chart and job description are simplified abstractions of the actual
situation. In reality there are many more positions and relationships than indicated in the
organisation chart. The degree of authority a superior has over his subordinate is also not
indicated in the chart, nor is the relationship between two managers at an equal level reflected
in the organisation chart.
Despite all these limitations, the organisation chart is an extremely useful tool in understanding
and designing the structure. The structure of an organisation, unlike that of a physical,
mechanical or biological system, is not visible; Therefore, it can only be understood by a
representative model and by observing its behaviour.
Activity A
Draw the organisation chart of your company. Clearly mark your position in the structure and
draw the lines depicting the reporting relationships between you and your immediate boss and
immediate subordinate.
…………………………………………………………………………………………………..
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The elements of an organisation structure are:
i. the network of formal relationships and duties, i.e. the organisation chart plus the job
descriptions,
ii. the manner in which various tasks and activities are assigned to different people and
departments (differentiation),
iii. the manner in which the separate activities and tasks are coordinated (integration),
iv.
the power, status, and hierarchical relationships within the organization (authority
system),
v. the planned and formalised policies, procedures and controls that guide the activities
and relationships (administrative system), and
vi.
the flow of information and communication network.
The network of formal relationships has already been discussed. Before we get into a detailed
description of the specific elements of an organisation structure, it would be useful to
differentiate between formal and informal organisations and the factors affecting the design of
structure.
12.3 FORMAL AND INFORMAL ORGANISATIONS
If you and your colleagues decide to meet every Saturday evening for one hour and form a
recreation club to play chess and carrom, you are meeting in an informal organisation.
However, when the same group of your colleagues meets to review tilt last quarter's
performance and plan for the next three months it is in the context of a formal organisation.
Thus, while the informal organisation is spontaneous, the formal organisation is the result of a
deliberate and planned effort to pattern activities and relationships in a specific manner to
facilitate achieving the specified objectives. A formal organisation is the result of explicit
decision-making, deciding how people and activities should be related to one another.
However, there is no such decision-making involved in an informal organisation which may
simply evolve over time.
In the context of a business organisation, both the formal and the informal organisations operate
together to form the total organisation. The formal structure delineates specific departments,
activities, people and their reporting relationships. The informal structure refers to the social
groups or friendships which people working together may form.
A most important aspect of the informal organisation is the informal communication network
or `grapevine' as it is more commonly known. If you analyse the communication network in
your organisation, you would realise the amount of information you gather from official
circulars, memos and speeches is rather insignificant compared to what you unofficially learn
from your colleagues, your subordinates and even your peons. The grapevine constitutes an
extremely important component of the organisational information system. How often you have
been able to avert a crisis much before it actually erupted because the information about the
impending crisis was conveyed to you by the grapevine?
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Besides the grapevine, the other rnanifestation of the informal organisation is the formation of
groups which may spontaneously evolve when the formal organisation. is slow to respond to
changing external and internal forces. But sometimes these informal groups may also work
against the formal organisation. This may happen when an informal group of workers may
force other workers to lay down tools, or work to rule or generally pose impediments in the
path of progress.
Sometimes the norms and work ethics evolved by the informal organisation take precedence
over the official norms. The head of the market research division of a large multi-national
company involved in manufacturing and marketing a wide range of consumer products, would
always spend three to four hours every Saturday morning in office, even though Saturday was
officially a holiday. Observing that the departmental head worked on a holiday, his immediate
subordinates also felt obliged to be in office every Saturday. The manager did not expect it
from his subordinates, but the latter felt that by doing so they would be creating a favourable
image for themselves in the eyes of their boss which would help them in their promotion within
the formal organisation.
Similarly, you would find informality evolved values operating within the parameters of the
formal organisation. These values may relate to dress, employment of women, employment of
members of a minority community, etc., In understanding the structure of an organisation, you
must understand the important role played by the informal organisation within the formal
organisation.
Activity B
List all the informal organisations in which you regularly participate. What are the activities
undertaken by these informal organisations?
…………………………………………………………………………………………………..
…………………………………………………………………………………………………..
…………………………………………………………………………………………………..
…………………………………………………………………………………………………..
…………………………………………………………………………………………………..
12.4 FACTORS INFLUENCING THE CHOICE OF STRUCTURE
As a manager, it is your job to design a structure that will best suit the specific requirements of
your organisation. Designing an organisation structure is a continuous process. What seems to
be the ideal design today may tomorrow prove to be totally ineffective. It is your task as a
manager to be continually improving the structure of your organisation. Any change in factors
which impinge upon the design of an organisation will necessitate a change in the structure to
suit the new conditions.
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Impact of Environment
The first factor affecting the design of your organisation structure is the environment. An
organisation is continuously interacting with its environment in terms of drawing inputs from
it and providing it its outputs. All organisations operate within an environment which
comprises economic, social, cultural, political and legal subsystems. A change in any of these
sub-systems may force you to change the design of your structure. Change in Government
regulations regarding foreign equity participation in India made it imperative for the most
foreign owned companies to dilute their holdings and become more national in character.
Increasing awareness about personal rights and social pressure on maintaining the natural state
of environment have forced many companies to set up Personnel Welfare Departments and
install expensive equipment to neutralise the toxic effluents generated in their manufacturing
process. You might have-noticed that banks have instituted a process by which public
complaints can be tackled at the highest level. Some of the bank managers and chairmen even
set aside specific timings when they give a personal hearing to individual grievances.
Business organisation are very much in the public eye today. Generally speaking, the more
responsive your organisation is to the changes in the environment, the more favourable will be
its public image and greater the chances of its survival and success. You have not only to ensure
that appropriate changes are made, but equally important these changes must be perceived by
both the public and the Government.
Impact of Technology
The second factor affecting the structure of your organisation is the technology that you have
adopted. To begin with, each pair of shoes was made by a single cobbler who. probably spent
four to five days on the entire process. With the concept of specialisation and division of work,
organisations, instead of being designed around individual craftsmen, were structured on the
basis of different people doing only a specialised part of the entire process of shoe-making.
This concept was further refined with the introduction of automation and assembly lines. Now
with the introduction of computerisation and robots, new structural designs are once again
emerging. Entire plants are manned by a single operator who controls the operations through
computers. Major human inputs are needed in designing computer controls and software rather
than in performing repetitive jobs.
These technological changes affect not only the large firms but also the smaller ones. In India,
in a large number of medium and small scale companies, simple routine functions such as
preparing payroll, invoicing and ledger maintenance have been computerised. Such small
changes also necessitate redefining jobs and redesigning existing departments to suit the new
technological process. Today the greatest impact of technology is on the manner in which
people collect, receive and use information. In many companies full-fledged Management
Information System departments have been set up in response to the explosion in information
technology.
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Impact of Psychosocial Characteristics
The changing psychosocial characteristics of the workers is the third factor impinging upon the
design of the organisation structure. Greater demand for leisure time led to the introduction of
the five, and in some places, even the four-day week. Our country has also recently adopted a
five-day week. Greater awareness about worker rights and use of more militant means to earn
those rights have led to the widespread formation of trade unions in almost every organisation.
Some companies have had to redesign their structure in order to give a formal recognition to
the unions.
The three factors that we have discussed so far are external to the organisation and its
management. However, there are some attitudes and values of the management which have a
critical bearing on the structure of an organisation. Most important of these are the
management's attitude towards the issues of decentralization and delegation of authority and
the role and function of line and staff personnel. Also affecting the organisation structure are
the scalar principle and span of control.
12.5 DEGREE OF DECENTRALISATION
Centralisation refers to the concentration of authority and decision-making in one single
position in the organisation. In a one-man enterprise, the entrepreneur makes all the decisions
and all the authority and decision-making power is vested in him. With the expansion of
business, it may no longer be possible for one man to control all the operations and may become
necessary for him to delegate some responsibility and authority to another person. Delegation
implies that you are acting on behalf of your boss by virtue of the power which he has given to
you. The greater the delegation of power the greater is the extent of decentralisation in the
organisation.
You will find that some companies, even though physically very large, have highly centralised
structures. All decisions are taken by the top management, with the middle and operating level
managers having little or no say in running the show. On the other hand, you may find that
even in a relatively small organisation, there is greater delegation of power and the structure is
very decentralised. The degree of decentralisation in an organisation is partly a manifestation
of the top management's attitude. Some managers do not like to delegate even the smallest task
to their subordinates. There may be a variety of reasons for this. Doing all the tasks himself
may give the manager a great sense of power, or he may feel that the subordinate is incompetent
and may commit mistakes.
Total centralisation, however, is never desirable as it may bog down the manager in routine,
trivial tasks and leave him no time for planning the company's future. An effective manager
would decide the issue of centralisation versus decentralisation on the basis of the requirements
of the situation rather than his own personal bias.
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Decentralisation is effective when:
•

Conditions in each market are so different that only a high degree of adaptation to local
conditions will lead to success. Multi-national companies with subsidiaries in many
different countries are a typical example

•

Success depends on the quick response to the information and conditions generated at
the local level. Companies dealing in stocks and shares or international currencies
require speedy response to the fluctuating prices for getting the best returns

•

Active participation of people in the planning and implementation of objectives is
conducive to good performance. An engineering company manufacturing electrical
switching equipment sells mainly to the State Electricity Boards (SEB) through the
tender system. Each tender requires close ntonitoring and personal follow up at each
stage till the final award is made. Realising that personal rapport with individual SEB
is important, the company has fully decentralised local offices in each city where the
SEB is located.

The introduction of computers and real time information has influenced the concept of
centralisation in an organisation. Information may be generated at the factory, but it is
instantaneously transmitted to the decision-maker (even if he is located 10,000 kms away) for
suitable action. Information may be processed and used at the place where it is generated or it
may simply be passed on to another location for use in decision-making. Real time information
can lead to greater centralisation or decentralisation.
The degree to which a term decentralises its structure depends on the requirements of its unique
situation. Also. a firm may not decentralise all its operations, but go in for only partial
decentralisation. Functions which facilitate local adaptation, quick decision-making in
response to local changes and strengthen worker participation should certainly be
decentralised. On the other hand, functions involving economics of scale, utilisation of
specialised knowledge and involving huge sums of money may remain centralised. Finally, the
degree of decentralisation also depends on the availability of competent and reliable people to
head the independent operations.
12.6 LINE AND STAFF RELATIONSHIPS
The role of line and staff personnel is the other issue to be decided in the context of designing
your organisation structure. Traditionally, any function which directly contributed to the
organisation's objectives was viewed as a line function. Staff functions were those which
helped line functions to perform more effectively. However, an important point to note about
line and staff is that in the former there is a direct relationship of command from superior to
subordinate while in the latter the relationship is more advisory in nature. There are some
traditional principles which have greatly influenced the concept of organisation structures. The
most important of these are specialisation of work, scalar principle and span of control.
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Activity C
Evaluate the organisation of your company in terms of whether it is a highly centralised or
decentralised structure. If you were made the chairman of the company, what kind of a structure
would you adopt? Describe in detail the functions which you would centralise and those you
decentralise.
…………………………………………………………………………………………………..
…………………………………………………………………………………………………..
…………………………………………………………………………………………………..
…………………………………………………………………………………………………..
12.7 SPECIALISATION OF WORK
A very basic and traditional principle of organising is to break down a task or process into
smaller, more manageable tasks which call for utilisation of special skills. This concept of work
specialisation aid division of labour was the forerunner of assembly lines. This is indeed a
useful principle in so far as it allows a worker to concentrate on that activity at which he is
most proficient. But in many situations, this concept has been carried too far and Jobs of
workers have become so fragmented and trivial that a worker's job may be reduced to putting
a screw on a bolt and simply tightening it.
Scalar Principle
Scalar principle and unity of command are two closely related principles. The scalar principle
states that authority should flow in a straight line from the superior to the subordinate in a
hierarchical manner. The principle of unity of command states that ideally each subordinate
should have only one superior. These two principles establish the basic hierarchical nature of
an organisation.
12.8 SPAN OF CONTROL AND, LEVELS OF MANAGEMENT
Closely related to the concept of hierarchical structure are the concepts of span of control and
levels of management. Let us understand these with the help of an example.
In 1975 Mrs. Das, a housewife living in Bombay, started making garlic chilly sauce at home
and selling it to her close friends, relatives and neighbours. The sauce became quite popular
and Mrs. Das began receiving many orders, including two from the nearby Chinese restaurants.
Unable to cope with so much work she hired Indrani as an assistant. This was the first step in
delegating authority and creating another level of management. Existing customers now had to
deal with Indrani as Mrs. Das herself concentrated on preparing the sauce and tapping potential
new customers.
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A year later Mrs. Das hired one girl to help in the kitchen, two girls to assist her in making
sales calls and one office assistant for Indrani. Now authority had to be delegated in the kitchen
as well as in making sales calls and hence two levels of management were created in the kitchen
and sales. The new office assistant reported only to Indrani, who in turn reported to Mrs. Das
and thus there were three levels of management in administration. Span of control refers to the
number of people a manager has to control. Now Mrs. Das's span of control extended to four
people (Indrani, one kitchen assistant, two sales assistants) and Indrani's span of control was
restricted to only one. By 1980, the small sauce making enterprise had shifted to a shed in the
nearby industrial estate, with a full-fledged production facility consisting of 10 people and a
sales team of 16 girls, divided into 4 territorial teams supervised by a sales manager and an
office administration set up of 25 people.
Mrs. Das's organisation as it evolved is shown in figures II, III, IV, and V.
Starting out with a relatively flat organisation where Mrs. Das was in direct contact with all her
customers and suppliers, her organisation had acquired many levels of management and a
vertical structure by 1980.
As an organisation adds on levels of management it becomes vertical and the span of control
at each level becomes narrow. In a flat organisation, the span of control is relatively wider and
levels of management are few. The flow of information in a flat organisation is fast and there
is greater individual satisfaction and it is the ideal structure for conducting research and
development and new product development groups.
There is a great deal of controversy regarding the optimum number of people a manager can
effectively manage or the ideal span of control. The important factor is not the number of
people whose work a manager has to control but the number of people he actually has to work
with. On paper the marketing president may have 30 area sales managers under his span of
control. But since he does not have to interact with them individually more than once in six
months, and all other interactions including the regular reports are through the vice-president
(sales), the system works well. In practice, there is no `ideal' span; it will vary from individual
to individual and from one organisation to another.
Similarly, there is no hard and fast rule governing the levels of management. Too many levels
only add unnecessary complexity because decisions, information and instructions must go
through too many channels. Each organisation has to find its own ideal balance.
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12.9 DIFFERENTIATION
ORGANISATION

OF

TASKS

AND

ACTIVITIES

WITHIN

AN

The various, multifaceted tasks and activities of an organisation have to be divided into smaller,
manageable components to facilitate efficient achievement of objectives. The most common
basis for differentiation and division are function, product, location and customer. In recent
times the two types of organization structures which have evolved are the matrix organisation
and the network organisation.
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Differentiation by Function
The grouping of activities according to the type of function performed is the most commonly
used structure. You would find this not only being widely used in business organisation but
also in non-commercial organisation such as hospitals, universities etc.
The functional structure is most suited when an organisation is dealing with a single product
or service. The activities can easily be segmented into similar, complementary activities such
as production, marketing, finance, purchase etc. Depending on the nature of the organisation
and its scope of activities, the functions it has to perform may differ vastly from those of another
organisation. For instance, one company which undertakes both manufacturing and marketing
may have departments engaged in purchase, production, marketing and finance. If it is selling
a product such as TV or refrigerator it may also have an after-sale-service department. On the
other hand, a company which is an ancillary to a parent company may have only departments
for purchase, manufacturing and finance. Since it is selling its entire production to the mother
company there is no need for a marketing department. Figure VI shows a typical functional
structure.
The most important advantage of functional structure is that it allows for specialisation of work,
thus ensuring the most efficient utilisation of human resources. The other benefit of this form
of departmentalisation is that there is concentration of authority and responsibility in the top
man, thus ensuring that there are no conflicts arising from different authorities. The hierarchical
line of responsibility is very clearly delineated.
The major disadvantage of the functional structure is that functional specialists often lose sight
of the overall organisational objectives and work for narrow, functional objectives rather than
organisational objectives. The other major problem associated with this type of structure is that
of co-ordination amongst so many functional departments each with its unique set of
constraints and problems.
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Differentiation by Product
As a company moves from a single product or service to manufacturing a wide range of
products it may find that the functional structure is no longer effective. This is especially true
if the products are very different from each other in terms of the technology, raw material and
manufacturing process used and the final product. In such a situation, the company may then
have to adopt a structure which revolves around individual products or product lines. Figure
VII illustrates one such organisation structure.
Companies such as Hindustan Lever (manufacturing and marketing detergents, toiletries,
chemicals, and agro-based products) Richardson Hindustan with its range of Vicks products,
Clearasil cream and soap have structures revolving around different products. The extent of
differentiation would vary from one company to another. One company may club all its toilet
soaps, detergents, and washing powders in one product line, while another may differentiate
between toilet soaps and detergents or even between individual toilet soaps if they cater to
distinct market segments or have a very different raw material base.
The main advantages of using a product based organisation structure are that it facilitates
optional utilisation of specialised machinery and technological processes, permits greater coordination, where specialised customer service is required, and enables product managers to be
responsible for the profit generation of their department. Johnson & Johnson manufactures and
markets a wide range of specialised surgical sutures and accessories as well as a range of
products for children. Product based departmentalisation ensures that the two major product
lines operate as independent profit divisions since there is almost no commonality in terms of
the manufacturing process, marketing skills and market segments served.

The biggest disadvantage
of this type of structure is
that it leads to duplication
of managerial manpower
thus leading to higher
costs. It also requires a
strong leader to control
the various product
groups so that they do not
become alienated from
the overall organisational
objectives.
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Differentiation by Location
When an organisation is departmentalised on the basis of location of different tasks and
activities, then the organisation is geographically organised. Figure VIII shows the organisation
structure of Food Corporation of India in which the functions and activities are differentiated
on the basis of four different zones
The biggest advantage of differentiating the functions geographically is that it allows for
maximum utilisation of local resources and talents, as well as speedy decision-making in
response to changes in local conditions. In fact, where the participation of local people is
essential to the success of the organisation. as in voluntary and social organisations, a
geographic differentiation is ideal. The problems associated with this type of structure relate to
problems of top management control and require a large number of executives with general
management skills to head the various area operations.
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Differentiation by Type of Customers
Another kind of possible grouping is by the type of customer served. A Delhi based company
manufacturing electronic typewriters and desk top photocopiers had organised its sales force
on the basis of its two product lines. Its major customer segments were Government
organisations (public sector companies, ministries, departmental undertakings, public libraries
etc.) and private sector companies. The company was not very successful in its marketing
efforts. Investigation revealed that the same customer (organisation) was being visited by two
different salesmen (one each for typewriter and copier) resulting in unnecessary duplication of
effort and time. Moreover, the Government and private sector organisations each had a very
different set of criteria governing their decision to purchase. The sales approach which
succeeded in a private sector company could not be similarly applied to a government set-up.
The company then re-organised its sales force into two teams, one catering to the government
sector and the other to the private sector, with each team having responsibility for both the
product lines. With the reorganised structure the company was able to make a dent in the highly
competitive market.
12.10 MATRIX STRUCTURE
The matrix structure is a combination of the product and functional organisation and is usually
created for executing a project which requires the skilled services of a functional man as well
as the specialised knowledge of a product man. Large turnkey projects in specialised fields
require a matrix structure. Figure IX illustrates a matrix structure.
The distinguishing characteristic
of a matrix structure is that it
operates under a dual authority. A
person is accountable to two
bosses at the same time, one his
usual boss and the other his boss
for the duration of the project.
Obviously,
the
problems
emanating from this type of
structure relate to conflicting
roles and authority arising out of
an ambiguous demarcation of
authority and responsibility.
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12.11 NETWORK STRUCTURE
When an organisation needs to control other organisations or agencies whose participation is
essential to the success, a network structure is organised. In this, the main organisation creates
a network of relevant agencies and it influences in different ways.
Network structure is mostly used in non-business organisations which have sociopolitical
objectives. For instance, the State Industrial Development Corporation (SIDC) may resort to a
network structure in their objective to establish an industrial estate. In this the SIDC may act
as the lead agency and involve the State Electricity Board, Local Municipal Authorities, Land
Development Authority, Authorities for Water & Sewage Control, P&T Department for
communication facilities, appropriate authorities for building roads etc. The SIDC would also
need to establish a network with people who would ultimately be using the industrial estate to
know their requirements in terms of specification and special needs. It would also use the
services of an advertising agency to promote the industrial estate and attract maximum number
of entrepreneurs. For the construction of sheds and factories the SIDC may have to utilise the
services of private construction agencies.
Thus, a network structure envisages the utilisation of a number of different services offered by
different agencies. There is need to coordinate the different inputs and synchronise them
towards the ultimate objective.
Activity D
What is the basis of differentiation of tasks and activities in your organisation? On the basis of
the above discussion, can you suggest three definite improvements in the organisation structure
which would enhance its effectiveness?
…………………………………………………………………………………………………..
…………………………………………………………………………………………………..
…………………………………………………………………………………………………..
12.12 INTEGRATION OF ORGANISATIONAL TASKS AND ACTIVITIES
Having designed your organisation's structure to suit the specific needs of your company and
its environment on the basis of most efficient grouping, you now have to ensure that these
differentiated groups are integrated towards the common organisational objectives. Generally
speaking, the more differentiated and specialised are the activities, the greater the need for
coordination and integration. This is because there is danger of these specialised groups getting
isolated and start viewing each other as rivals rather than companions in pursuit of the same
goal.
Have you ever witnessed a situation where departments belonging to the same organisation
vigorously fight each other over the allocation of annual funds? Think of our country as one
big organisation and the States and Union Territories as its differentiated groups. Do you think
they are well integrated towards the common goal of national economic development?
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The basis for integration is provided by the three elements of an organizational structure,
namely authority, administration and communication network.
Integration through Authority
The hierarchical relationships in an organisation define the status of each position in relation
to the others and the power that goes with that position. The basis for the hierarchical
relationship is that the superior has authority over the subordinate in terms of assigning him
work and the latter, in turn, is obliged to obey the superior.
Hierarchical relationships facilitate integration because they ensure that all activities are
ultimately placed under one authority and thus are linked together. The top position becomes
the centre for all coordination. In a small organisation, with a single product line, integration
and coordination from one central position is certainly feasible. But if you consider large
organisations with operations spread over many geographical areas, product lines running into
hundreds and employing thousands of people, it is no longer physically possible for one person
to coordinate all the tasks and activities. In such situations, the hierarchical structure has to be
supported by the administrative structure and communication network.
Integration through Administration
"A great deal of coordinative effort in organisation is concerned with a horizontal flow of work
of a routine nature. Administrative systems are formal procedures designed to carry out much
of this routine." (Joseph A. Hitterer, The Analysis of Organisations, 1973).
Every organisation has its own administrative procedures and systems. These relate to almost
every aspect of organisational life. The procedure for selecting new recruits, calculation and
mode of overtime, travel, medical and other allowances, the system of memos and movement
of a file from one department to another for decision-making are all illustrations of
administrative procedures. The larger the organisation, generally, the more formally prescribed
and numerous are its administrative procedures.
How administrative procedures help in integrating different departments and different levels
within an organisation can easily be understood by an illustration. In a typical organisation, at
the end of the corporate year, each individual, say a salesman, would fill his own assessment
of his performance. The salesman's immediate boss would fill in a Confidential Report (CR)
on his performance. The salesman's own assessment and the CR would both be given over to
the Personnel Department which may add information from its records on the number of years
the salesman has been with the company, his starting salary and designation, number of
promotions and increments and bonus received, any loans outstanding against his name etc.
This complete file would then go to the manager marketing, who would in consultation with
the general manager decide on the salesman's next promotion and increment in accordance with
the established salary structure.
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Thus, the administrative procedure for deciding promotions involves sharing of information
between different levels in the same department (Marketing) and. between different
departments (Marketing, Personnel and General Administration).
Integration through Communication
In the previous illustration, the bases for taking a decision about the salesman's promotion were
his own assessment report and his boss' Confidential Report (CR). Both these are
representatives of the means of communication used in an organisation. Minutes of meetings,
circulars, notices, progress reports, monthly in-house newsletters are all specific tools of the
communication network of an organisation.
Just as manpower, raw material and machines are the resources of an organisation, so is
information. Information regarding the development of a new technology by a rival company,
or the introduction of a new model of refrigerator are vital pieces of information which can
drastically affect the future course of action for a company. But information is highly
perishable. If not communicated to the right person at the right time it has little value.
Information may be received at one level in the organisation but utilised at another. Salesmen
and other field staff are usually the eyes and ears of any organisation. They gather bits and
pieces of vital information. But to be useful, these disjointed information pieces must he
immediately communicated to the ‘brain’ of the organisation i.e. the managers who will analyse
and act upon the information. Just as market information moves upwards within the
organisation, decisions have to be communicated downwards. A decision regarding change in
the distribution network ii made at the top, but implemented by people in the field. Therefore,
there is need for communication networks which provide for transmission of information both
up and down the hierarchical structure. Similarly, networks should be available for exchange
of information at the horizontal level.
Computers and many other technical improvements have resulted in organisation’s increased
ability to collect, process, analyse and transmit vast amounts of information Organisations
today have greater access to an almost unbelievable array of information.
In the final analysis, however, it is not so much the access to sophisticated technology which
an organisation has that determines the efficiency or efficacy of its communication network
but rather the stance and attitude of the top management in encouraging its people to talk with
each other and share more information.
Activity E
List the various official means of communicating information in your organisation. How
effective are these in integrating the various departments and different levels of management?
Can you think of some more such means of communication which your company can adopt?
…………………………………………………………………………………………………..
…………………………………………………………………………………………………..
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12.13 DESIGNING STRUCTURE FOR A SERVICE ORGANISATION
The distinguishing characteristic of a service organisation is that it does not produce any
physical or tangible product, but instead it provides a service which may in some cases be
almost totally intangible. Dry-cleaning, after sales maintenance for your TV and airconditioner, health clubs, municipal corporations, banks, universities etc. are all organisations
which provide service. A health club's service can be described in terms of tangible and specific
gadgets and equipment which it has. However, the behaviour of the staff towards its clients
also forms an extremely important part of health club's service, but is intangible. In many cases,
it is the intangible part which is more important in attracting and retaining customers.
In dealing with service organisations, therefore, you should lay emphasis on efficient service
as well as friendly and courteous behaviour. In highly undifferentiated organisations such as
Nationalised Banks, personalised and friendly service can become a basis for distinguishing
the organisation.
The other important variable in organising service institution is to correctly identify the service
which the organisation is providing to the customer and the activities needed to be undertaken
to maintain and improve the service.
The telephone department provides a communication service to its customers. To maintain and
improve its service, it has to ensure smooth operations of existing telephones, provide for new
equipment, procurement and installation. Figure X illustrates the organisation structure of
Mahanagar Telephone Nigam Ltd., Delhi.
12.14 SUMMARY
In this unit we have discussed various issues involved in structuring your organisation. You
have a variety of designs.to choose from, but no one design as it is, can prove to be a perfect
fit for an organisation. You would always need to modify and adopt a strucfural
design`according to the specific objectives of your organisation, the environmental factors'such
as political, legal,.cultural and social conditions, and your own attitude as a,manager towards
the issues of centralization of power and delegation of responsibility.
Whatever be the structure you decide upon for your organisation, you must always keep in
mind the basic principles of defining and describing jobs, differentiating them to form
manageable parts, and then integrating them to achieve the common goals.
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12.15 KEY WORDS
Structure: Formal and established pattern of relationship in an organisation. The relationship
includes people, tasks and activities.
Environment: The business environment of a firm comprising economic, social, political,
cultural, legal and geographic factors which critically affect the working of organisation.
Centralisation: The concentration of power and authority. This may be concentrated in a
person or a group of persons in the organisation.
Delegation: The sharing or handing over of authority and responsibility to a subordinate.
Line Functions: Those functions in an organisation which are perceived to be directly
contributing to the organisation's objectives.
Staff Functions: Functions which are advisory or auxiliary in nature but do not directl
contribute towards the organisational objectives.
Scalar Principle: The chain of direct authority relationship from superior to subordinate within
the organisation.
Principle of Division of Work: That principle by which work is organised into smaller jobs
allowing people to undertake only specialised activities thus ensuring efficiency i the use of
labour.
Organisation Chart: The depiction of specific positions in an organisation, their state within
the organisation and the reporting relationship between a subordinate and his superior.
Differentiation: The process by which the tasks and activities of an organisation are segmented
into smaller groups. The basis for differentiation may be function, product, location or
customer.
Integration: The process by which differentiated groups are pulled together to contribute
towards the common organisational objectives. Hierarchical control, administrative procedures
and communication networks are the processes used for integration.
Geographical Structure: The organisation structure in which activities and tasks are grouped
together on the basis of their location in a geographical zone or territory. Functional Structure:
The organisation structure wherein activities and tasks are observed into smaller groups on the
basis of their belonging or contributing to a particular function such as manufacturing,
marketing, finance etc.
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Product Structure: An organisation in which activities and tasks are grouped on the basis of
individual products or product lines.
Matrix Structure: Used generally for project execution which requires the services of skilled
functional people and the specialised knowledge of product specialists. matrix structure is a
combination of the functional and product structures and its distinguishing characteristic is dual
authority.
Network Structure: A structure in which one organisation acts as the `lead' organisation and
creates a network of many other external organisations whose services the lead organisation
utilises in fulfilment of its objectives.
Principle of Span of Control: The principle which states that there is a limit in each
managerial position on the number of persons which can be effectively controlled.
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UNIT 13 MANAGERIAL COMMUNICATION
Objectives
The purpose of this unit is to explain:
•
the meaning and purpose of communication
•
the process of communication
•
the media and channels of organisational communication
•
the intentional or unintentional barriers that prevent organizational communication to
be effective
•
what a manager should do to make his communication effective
Structure
13.1 Communication: Meaning and Purpose
13.2 Importance of Communication
13.3 Communication Process
13.4 Verbal and Non-verbal Communication
13.5 Channels of Communication
13.6 Barriers to Communication
13.7 Making Communication Effective
13.8 Summary
13.9 Self-assessment Test
13.10 Key Words
13.11 Further Readings
13.1 COMMUNICATION: MEANING AND PURPOSE
Communication refers to sharing of ideas, facts, opinions, information and understanding.
Simply stated, communication can be said to be the passing of information and understanding
from one person to another. It will be seen that there are at least three elements involved here,
the sender at one end, the receiver at the other, and in between is the message or information
that is to be passed on from one end to the other. The information is passed from the sender to
the receiver, and the knowledge of its effects is passed from the receiver to the sender in the
form of a feedback. Whether the effect produced is the desired one will depend upon how well
the receiver understands the meaning of the information. Communication can, therefore, be
aptly said to be the transmission of meaning.
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13.2 IMPORTANCE OF COMMUNICATION
One of the important roles of the manager is the informational role wherein a manager seeks
information from his peers, subordinates and others about anything relating to their jobs and
responsibilities. He is at the same time a disseminator of information about his job and the
organisation to those who are concerned with it. As such a considerable part of his time is
devoted to receiving or disseminating information, i. e. in communication inside or outside the
organisation. Some of the studies made in the USA show that between 40 to 60 per cent of the
work time in a typical manufacturing plant is involved in some phase of communication.
Further, the top and middle level managers typically devote 60 to 80 per cent of their total
working hours to communicating.
According to Peter Drucker, good communication is the foundation for sound management.
The managerial functions of planning, organising, directing and controlling depend on
communication in an enterprise. For planning to be realistic, it is essential that it is based on
sound information which is not possible without a good system of communication existing in
an enterprise. The latest developments in the market may not be communicated to the planners,
making their future plans totally meaningless. Adaptation to external environment on which
rests the survival of the business may not be possible without good communication. Again, in
order to reach the objectives, it is necessary that leadership is exercised, decisions made, efforts
coordinated, people motivated and operations controlled. Each of these functions involves
interaction with the people in the organisation and leads to communication The important fact
of organisational life for a manager is communication, and his success will depend upon how
effectively he can communicate with others in the organisation; in other words, how
successfully he can put his ideas across to those who work with him and thereby, persuade
others to work in the direction of the achievements of goals of the organisation.
Let us take a relevant example. What is our objective in preparing lessons like these Simply
stated, it is to put across your mind the essence of managerial functions and enable you to
understand how these can be discharged effectively? In other words, we are trying to
communicate to you the concepts of management, and whether we have been successful in
meeting our objective will depend upon the extent to which you are able to `understand' what
we are trying to communicate to you. Communication, therefore, aims at developing
understanding.
13.3 COMMUNICATION PROCESS
The simplest model of the communication process can be:
Sender ……… > Message……………….> Receive
The model indicates the essential elements of communication, viz., the sender and 1 receiver,
and the message that is exchanged between them. If any one of the three elements are missing,
communication does not take place.
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However, the process of communication is a much more complex phenomenon consisting of
at least five elements which are subject to various influences. The mod can be put as follows:

We shall see briefly what the various elements of this model mean.
Source
In this model the first element is the source of the communication from where the
communication originates. The source or sender can be a person, a number of persons, or even
a machine. The sender initiates communication because he has sc need, thought, idea or
information that he wishes to convey to the other person, persons or machine. If, for example,
an accidental fire has broken out in a part of godown of the factory, the security officer (source)
will need to convey the message immediately to the fire station, (receiver). Fire alarm
(machine) will do the same ur place of the security officer.
Encoding Message
The next element in the process is that of encoding the information to be transmitted Encoding
enables the thoughts to be put in the form of symbols. Normally language provides the symbols
that are used in the transmission of thoughts to another person. However language is not the
only means to convey the thoughts, needs or information. There are non-verbal means, e.g.,
gestures, which provide another form tnrough which thoughts can be transmitted. The more
complex the ideas, needs or information to be communicated, the more complex becomes the
process of encoding
them. While an involuntary shriek may adequately convey the degree of alarm felt by the
victim, even a carefully worded statement or letter may fail to convey the essential purpose of
the communication. This can happen if the language or symbols used convey different
meanings to the sender and the receiver.
Encoding of the thoughts produces a message which can be either verbal or nonverbal. Verbal
message is in the form of words and language, while non-verbal would be in the form of body
gestures like wink, smile, grunt, frown, wave of hand, etc.
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Channel
The next element in the process of communication is the channel through which the
communication is transmitted. It is the link that joins the sender and the receiver. The most
commonly used channels are sight and sound. In the organizational environment, the channel
could take the form of face-to-face conversation, written memos, telephonic exchanges, group
meetings, etc. Outside the organisation, the channels could be letters or circulars, magazines,
radio programmes or TV shows, etc. For communication to be effective the channel used
should be appropriate for the message as well as the receiver. For an urgent message telegram,
telephone or radio would be the appropriate channel. Again, the channel chosen would be
influenced by the consideration as to whom the message is being directed.
Activity A
List the various channels of communication that you use while communicating with

Decoding
Decoding and understanding the message constitute the last two elements in the process of
communicating from sender to receiver. The receiver in the first instance receives the message
and decodes it, that is to say, interprets and translates it into thoughts, understanding and desired
response. A successful communication occurs when the receiver decodes the message and
attaches a meaning to it which very nearly approximates the idea, thoughts or information the
sender wished to transmit.
Decoding and understanding are affected by several factors. For example, a receiver cannot
decode a message which is in a language not known to him. This applies to symbols also. The
same symbol may carry a different meaning to the receiver. Again, the receiver's past
experience, as well as his expectations colour the meaning that is attached to the message. All
this tends to bring about a divergence between the `intended' meaning and `perceived' meaning.
In order that this does not happen, it is necessary to develop greater degree of homogeneity
between the sender and the receiver, both of whom have their own fields of experience. The
field of experience constitutes an individual's attitudes, experience, knowledge, environment,
and socio-cultural background.
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The greater the overlap of the source and receiver's fields of experience, the greater the
probability of successful communication. In other words, they have things in common that
facilitate better communication. An individual engaged in communication with another person
of a significantly different educational or cultural background will have to put in greater effort
to ensure successful communication. A model of communication credited to Wilbur Schramm
illustrates this point.

The greater the overlap of the two persons' fields of experience, the higher is the probability of
successful communication. The shaded area shows the overlap.
Feedback
Response and feedback complete the two-way process of communication. It is through the
feedback that the source (sender) comes to know if his message was correctly received and
understood. In case it is found that the message has been received incorrectly, it is possible to
make corrections subsequently if response is timely.
Sender's efforts to communicate are aimed at eliciting the desired response. However, a
communication may result in producing any of the three outcomes: a desired change
may occur, an undesired change may occur or no change may take place. We consider
communication as successful only when it produces the desired response.
Noise
Surrounding the entire spectrum of communication is the noise that affects the accuracy and
fidelity of the message communicated. Noise is any factor that disturbs, confuses or otherwise
interferes with communication. It can arise at any stage in the communication process. The
sender may not be able to encode the message properly or he may not be properly audible. The
message may get distorted by other sounds in the environment. The receiver may not hear the
message, or comprehend it in a manner not entirely intended by the sender of the message. The
channel also may create interference by 'filtering', i.e. allowing some information to pass
through and disallowing others. In any case, there is so much of noise or interference in the
entire process that there is every possibility of the communication being distorted. We will see
later in this unit why distortion takes place and what can be done to minimise the distortion of
communication.
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13.4 VERBAL AND NON-VERBAL COMMUNICATION
A communication in which words are used can be called verbal communication.
Communication over long distance takes place usually through verbal communication. As an
adjunct-to this is the non-verbal communication which refers to the use of `body language' in
communicating ideas from the sender to the receiver. Non-verbal communication most often
takes place unconsciously, and it may either fortify or supplement the verbal communication,
or may at times negate the very purpose of verbal communication.
Let us examine each of these one by one.
The main characteristics of verbal communication is the use of words, either written or spoken.
Written communications include personal letters, memoranda, policy and procedure manuals,
and notices placed on the notice boards.
Examples of oral communications are conferences, committee meetings, telephone
conversation, loudspeaker announcements, etc.
Both written and oral communication have their merits and demerits.
A written communication has the advantage of being easily verified and of being more
precisely defined if there arises a need for subsequent correction. Spoken messages cannot
always be verified so easily.
Secondly, because a written communication is likely to be a permanent record, we are more
particular in making it precise and accurate.
Thirdly, lengthy and complicated messages are better understood if they are put in writing. It
would be difficult to understand and retain a lengthy message if it were only in oral form.
Together with these advantages, written communications have some drawbacks also. Some of
these are:
Firstly, it is a slower method of communication if we consider the total amount of time involved
from the formulation of idea by the sender to the understanding of the idea by the receiver. A
written communication competes with all other written material that reaches the desk of an
executive. As such there can be a gap between the time when a communication reaches the
manager's desk and the time when he reads it. Moreover, if clarifications are needed because
the message is not clear to the receiver, further delay would take place.
Secondly, despite the fact that a greater degree of preciseness is aimed at while preparing a
written communication, there is always a possibility of ambiguity or lack of clarity creeping in
leading to misunderstanding on the part of the receiver. Clarifications naturally mean delay.
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Lastly, over-reliance on written communication can lead to too much of paper-work in the
organisation. This not only consumes time, money and energy, but also indicates a lack of trust
among the employees of the organisation. It has been observed that when trust is low and
suspicions are high in an organisation, an overreliance on written communication is likely to
occur.
Oral Communication
Although an organisation cannot function without written communications of various kinds,
yet by far the greater percentage of information is communicated orally. It has been observed
that managers spend 60 to 80 per cent of their work time in oral communication. Oral
communication has the merit of being more rapid. Generally, the spoken word is a quicker and
less complicated way of getting one's ideas across another person. Again, it offers the potential
of two-way information flow, and therefore less possibility of misunderstanding the
communication. The creation of a less formal atmosphere and generation of fellow feelings are
the additional advantages brought about through oral communication.
However, the oral communication is not entirely free from defects. It is less effective as a
means of presenting complicated and lengthy data. It is also subject to misinterpretation and
the effects of barriers arising from interpersonal relationships.
Can you determine which of the two, oral or written; is a better means of communication? You
will see that the choice between the two is, generally speaking, determined by the situation.
However, the use of both together will very often strengthen and reinforce a message.
Take your own case. The material in your hand is the written communication which will be
fortified subsequently through oral communication in the contact classes or educational TV
programmes. The two together, we hope, will further increase your understanding of the
concepts and application of management.
Choosing Your Words
You have read earlier that communication refers to the transmission of meaning from the sender
to the receiver. Such transmission takes place through the use of symbols, whether verbal or
non-verbal. In verbal communication the symbol is a word. In order that the transmission of
meaning takes place it is important that the particular symbol (word) used must create within
the mind of the receiver the same image which was in the mind of the sender of the
communication. It is only then that the basic purpose of communication which is to influence
the behaviour of the receiver will be achieved. It has been found that words do not necessarily
have commonly understood meanings. The abstract words like "participation" or "democracy"
or "satisfactory" suffer from the difficulty that different people are likely to attach different
meanings to these words. The greater the use of such abstract words, the bigger the difficulty
in bringing about an understanding of the message and a change in behaviour through
communication.
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Keith Davis in his well-known book "Human Behaviour at Work: Organisational
Behaviour", has suggested a few guidelines for making verbal communication more effective.
These are:
•
Use simple words and phrases.
•
Use short and familiar words.
•
Use personal pronouns (such as "you") whenever appropriate.
•
Give illustrations and examples.
•
Use short sentences and paragraphs.
•
Use active verbs such as in "The manager plans".
•
Economise on adjectives.
•
Express thoughts logically and in a direct way.
•
Avoid unnecessary words.
Use of Body Language
In determining the effectiveness of communication, in the sense of effecting a change in
behaviour, non-verbal communication has an important role to play. Experts in the field of
human communication have found that, in a typical message between two persons, only about
7 per cent of the meaning or content of the message is carried by the actual words being used.
Another 38 per cent of the message is carried by one's tone of voice (which includes pacing,
timing, pauses, accents). The major part of 55 per cent of the content of the message is in nonverbal form, in other words, in the form of our physical attitude going along with our verbal
message. The physical attitude is also referred to as body language.
Non-verbal communication can take place with our actions or with our body gestures. For
example, a manager who pounds his fist on the table while announcing that from now on
participative management will be practised in his organisation creates a credibility gap between
what he says and what he practises. A manager who says that he believes in an open door policy
for all his employees but is busy with his own files while an employee is giving him certain
suggestions towards improvement in work environment, is making non-verbal communication
quite in conflict with his verbal communication. In such situations the non-verbal message is
the stronger one and the verbal message will cease to be effective.
Body gestures that "communicate" may relate to your handshake, your smile, your eye-contact,
your posture while standing or sitting, your facial expression while listening, the shrug of your
shoulders, indeed, the movement of any part of your body. You must, therefore, be watchful of
your body language so that it does not contradict
your verbal message. This is indeed difficult because the body language is so involuntary that
we are not even aware of it.
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Some of the non-verbal actions which assist communication include:
• Maintaining eye contact
• Occasionally nodding the head in agreement
• Smiling and showing animation
• Leaning towards the speaker Managerial Communication
• Speaking at a moderate rate, in a quiet tone
Some of the non-verbal actions that impede the communication are:
• Looking away or turning away from the speaker
• Sneering or using other contemptuous gestures
• Closing your eyes
• Using an unpleasant tone of voice
• Speaking too slow or too fast
13.5 CHANNELS OF COMMUNICATION
An organisation structure provides channels for the flow of information on which the decisions
of the organisation will be based. As such an organisation can be described as the network of
communication channels. These channels can be either intentionally designed, or they may
develop of their own accord. When a channel is intentionally prescribed for the flow of
communication in the organisation, we call it a formal channel, and the communication passing
through that channel as formal communication. On the other hand, when communication takes
place through channels not intentionally designed, in other words, outside the formal channels,
such channels are referred to as informal channels, and the communication as informal
communication.
Formal Communication
An organisation chart shows the direction of formal communication flow in an organisation. It
identifies the various transmitters and receivers, and the channels through which they must
communicate. The authority relationships indicate the direction of communication flow in an
organisation. A formal communication takes place between a superior and subordinate in the
form of instructions and directions Such a flow takes place in the downward direction.
Another formal communication takes place between subordinate and superior when reporting
on performance is made by the subordinate. Since the subordinate initiates communication to
the superior, the flow is upward. We call this upward communication. The upward
communication can take the form of progress reports, budget reports, profit and loss statements,
requests for grants, etc.
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Again, formal communication may take place between one division of an organisation and
another. This could be either lateral or diagonal. There is substantial formal communication
between production foreman and maintenance foreman, or, between production manager and
quality control manager. Formal communication may pass across organisational levels also:
for example, communication between line and staff units takes place very frequently across
organisational levels. Such communication helps tremendously in the coordination of activity.
Finally, formal communication may also arise between the organisation and outside parties,
e.g., suppliers, customers, Government, etc. This may happen when the management is
required to provide information on certain aspects of working of the organisation.
Communication of this kind is usually one-way.
Networks in Formal Communication
You have seen earlier how the formal organisational structure prescribes the channels through
which communication flows take place. These channels are designed to keep the flow of
information in an orderly manner and to protect the higher level managers from an overload of
unnecessary information. However, the way in which these channels are designed and work
can affect the speed and accuracy of information as well as the task performance and
satisfaction of members of the group. As such, managers have to think of how best to design
the organisational structure and the communication network which meets the requirements of
the situation.
Some research in the design of communication networks has been carried out which indicates
their relative merits for use in different situations. Although these networks can assume many
forms, the most frequently discussed are four, known as the wheel, chain, `Y', and circle, shown
in the diagram below:

These forms can well be looked at as an organisational structure made up of five members.
The ‘circle’ network represents a three-level hierarchy in which there is communication
between superiors and subordinates, with cross communication at the operative level.
The ‘chain’ can represent a five-level hierarchy, in which communication can take place only
upward and downward, and across organisational lines.

31

The ‘wheel’ or ‘star’ represents an administrator and four subordinates with whom he interacts.
There is no interaction among the subordinates. In the ‘Y’ network two subordinates report to
the superior. It may be regarded as a four-level hierarchy.
To test the effect of various communication structures, a series of experiments involving simple
as well as complex problems were conducted. The studies demonstrated that network centrality
was the critical feature that determined whether a particular communication pattern was
effective and satisfying to the members for a particular type of task. An index of relative
centrality was developed for this purpose in order to determine who occupied the central
position in each network. It was found that `Y' and `star' networks are highly centralised, with
C occupying the central position. The `circle' and `chain' networks were found to be
decentralised with no member being able to influence all other members.
Further experiments to determine how performance and attitudes were affected by different
communication networks showed that centralised networks performed faster and more
accurately than decentralised networks, provided tasks were comparatively simple. For
complex tasks, however, the decentralised networks were comparatively quicker and more
accurate.
The emergence of a leader and the satisfaction of group members was also affected by the
centrality of networks. In centralised groups whether the tasks were simple or complex, one
person who occupied the central position by virtue of the control of information emerged as
the leader. In decentralised networks no one position could emerge as the leadership position.
As far as the satisfaction of group members is concerned, it was found to be higher in
decentralised networks in all types of tasks. Satisfaction was higher in the `circle', highest in
the `chain', lower in `Y' and the least in the `star' pattern. The reason for higher satisfaction in
decentralised networks was that members of those networks could participate in problemsolving.
These experiments have certain implications for the design of organisational structure and thecommunication network:
Firstly, an organisation with mostly routine, simple tasks is likely to work more efficiently with
a formally centralised network of communication, while more complicated tasks would require
decentralised networks.
Secondly, the problem-solving objectives of speed and flexibility cannot be achieved by the
same pattern of communication. Rather, speed in problem-solving can be achieved at the
expense of flexibility, and vice-versa. As such the communication pattern should be designed
with reference to the objective that is regarded as most important.
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Thirdly, the pattern that leads to highest average morale and greatest flexibility in adapting to
changed conditions is the one in which there are a large number of active participants in
decision-making process.
Lastly, access to information is an important source of power in organisations.
We were so far explaining to you the communication patterns that are made use of for formal
communication in an organisation. You are, of course, aware that along the formal organisation
exists another organisation known as informal organisation which has its own channels for
communication. We shall now have a look at the informal communication and its channels.
Informal Communication
Communication that takes place without following the formal lines of communication is said
to be informal communication. This channel is not created by management and is usually not
under the control of management. An informal system of communication is generally referred
to as the `grapevine' because it spreads throughout the organisation with its branches going out
in all directions in utter disregard of the levels of authority and linking members of the
organisation in any direction.
The informal communication arises as a result of employee needs for information which are
not met by the formal channels. It has been observed that problems relating to work and
unfavourable reactions to various organisational practices are transmitted through informal
communication. Since the channels are flexible and establish contacts at personal levels among
members of organisation at different hierarchical levels, the grapevine spreads information
faster than the formal system of communication. As has been pointed out in the unit on
Planning and Organising, about 10 to 40 per cent of employees receive information (or
misinformation) about the organisation and its members through informal channels of
communication.
In contrast to the formal communication which moves on slowly from one person at one
hierarchical level to another at the next hierarchical level; the grapevine transmits information
from one person to a group of persons much more rapidly in a cluster chain arrangement. The
cluster chain is made up of individuals who act as information sources. Each individual passes
the information to several others, some of whom repeat the message to others. Some of those
who receive the message may not pass on the information to others but the information may
lead to a change in their thinking on the subject and may sometimes affect their behaviour as
well. The following diagram illustrates the cluster chain network of informal communication.
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Though it has been found that informal communication carries accurate information about
three-fourths of time, yet there are strong possibilities of its communications being distorted.
This happens because of the process of `filtering' whereby each member of the cluster chain
acting as a kind of filter passes on only that part of communication which he regards as
important. The receiver is left to fill in the gaps and complete the story according to his own
imagination. This naturally leads to a very great distortion of the real situation and may at times
cause serious problems in the organisation.
The characteristics of grapevine have been summarised by Keith Davis as follows:
a)
People talk most when the news is recent.
b)
People talk about things that affect their work.
c)
People talk about people they know.
d)
People working near each other are likely to be on the same grapevine.
e)
People who contact each other in the chain of procedure tend to be on the same
grapevine.
You have seen that the grapevine is a fast and a substantially accurate channel of
communication. It has tremendous capacity to carry information both helpful and harmful to
the formal organisation. In most cases it carries information which the formal channel may not
or will not carry. The manager's responsibility, therefore, lies in utilising the positive aspects
of the informal channels of communication and in minimising the negative aspects of this
channel.
In order to do this, what the manager can do is to identify the members of the organisation who
usually seek and spread information. It is possible that different individuals are active at
different times but usually it will be found that some individuals tend to be more active carriers
of information than the others. After identifying such people, a manager can use them as
sounding boards.
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If it is discovered that misleading rumours are circulating, it may be a desirable policy on the
part of the manager to release the official information in order to clarify the situation. At times
management may even find the informal communication channel more useful in transmitting
information than the formal channel. A common method of using informal communication is
by `planned leaks', or strategically planned `just between you and me' remarks, which would
obviously reach all parts of the organisation much more quickly than any kind of
communication through formal channels.
Activity B
Identify various types of communication networks found in your organisations. Which is the
most effective one? Why?
…………………………………………………………………………………………………..
…………………………………………………………………………………………………..
13.6 BARRIERS TO EFFECTIVE COMMUNICATION
By now you are familiar with what communication is. You will recollect that in the earlier part
of this unit, communication has been defined as the transmission of meaning or understanding.
Yet by far, most of the communication in organisations or between persons fails to satisfy this
criterion. Communication quite often fails to convey the meaning or develop an understanding
of the communication sufficient enough to bring about a change in the behaviour of the
recipient. According to Peter Drucker, "We have more attempts at communications today, that
is, more attempts to talk to others, and a surfeit of communication media yet communication
has proved as elusive as the Unicorn. The noise level has gone up so fast that no one can really
listen any more to all that babble about communications. But clearly there is less and less of
communicating. The communication gap within institutions and between groups in society has
been widening steadily-to the point where it threatens to become an unbridgeable gulf of total
misunderstanding." (Management Tasks, Responsibilities and Practices p. 481.)
One of the biggest dangers in communication is to assume that communication has taken place.
Most of us indeed make a great effort in formulating ideas, and finding appropriate words for
communicating them to others. In organisations, too, much money and energy is used to
develop its system of communication. And yet, if you try to assess how far the system has led
to effective. communication in terms of the desired response, you will be surprised at the
results. There is a fifty-fifty chance of the communication not being understood to the degree
you would be satisfied with. This has been proved by a number of experiments and observations
made by communication specialists. There is a story from the army which tells of an instruction
starting at one end of the line as `Send reinforcements' and ending up at the other end of the
line as `send three shillings and six pence'.
You can perhaps test it yourself. Try to recollect the news items of the previous evening's news
telecast or broadcast. How many items can you recollect? Most likely less than half!
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These examples indicate what happens to most of the communications between persons or
within organisations. It is not only important that a communication be sent, it is much more
important that it be understood. When an understanding of the communication does not take
place, we can hardly expect a desired change in the behaviour of the receiver. What causes a
failure of communication?
The failure in communication arises because of certain blockages or barriers between the
sender and the receiver. In order to make a communication effective, it must be ensured that
these barriers are removed. What the commercial media men these days try to achieve is to
overcome the barriers and reach the target audience. What kind of barriers interfere with the
effectiveness of communication? In the paragraphs that ' follow, we shall discuss the various
reasons which either prevent the communication from reaching the receiver or distort it in such
a manner that it ends up either as non-communication or as miscommunication. Since a
manager has to use communication as a means of getting the work done through his
subordinates, he must ensure that barriers are minimised and effective communication takes
place.
The barriers that interfere with the understanding of the, communication is of three kinds:
semantic, psychological and organisational. We shall discuss them one by one.
Semantic Barriers
Most of the difficulties in communication arise because the same word or symbol means
different things to different individuals. Perhaps you remember what happened to Shiny
Abraham at the recent (1986) Asian Games at Seoul. Despite coming first by a very wide
margin in the 800 m. race, she was disqualified and lost her gold medal for having crossed the
track at the place where she should not have done. According to her she mistook the symbol,
i.e. the colour of the flag. Whereas in our country the red flag indicates danger, in South Korea
white flag is used for the same purpose. Misinterpreting the white flag which had been put up
at that point, she crossed the track at the wrong place and suffered a setback.
Words, which are in reality symbols representing a thing, an action or a feeling, can have
several meanings. As explained earlier, words which represent concrete things, e.g. car or
house, tend to be understood in the same way, while abstract words like merit, effectiveness or
responsibility, tend to be interpreted by different persons in different ways. Difficulty in
understanding may arise even in the case of ordinary words which have different contextual
meanings. Lately such difficulties are being experienced increasingly by people working in
international development field. One such problem arose in interpreting the meaning of the
word ‘steps’. In a training programme of health workers relating to the family health in Jamaica
when a question "What are some of the steps that a mother should take to make sure that her
baby keeps healthy?" was asked, it was found that there was no response to it. The trainees
who were accustomed to only one meaning of the word ‘steps' based on their experience, could
not just make any sense of the question.
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Semantic difficulty may arise because of unfamiliarity with words, for example, a word of
some foreign language of which the receiver has no knowledge. A technical word may also
create such a problem-it may be beyond the ability of the receiver to understand it.
In order to make it effective, a communication must be put into words which are appropriate
to the environment and mental framework of the receiver. This ensures the communication to
be grasped properly and implemented effectively. A very interesting example of a
communication made effective by the use of words appropriate to the environment in which
they were used is provided by the following incident that took place in one of the. agricultural
states of the USA.
A proposal for raising the salaries of the faculty members of an agricultural college was under
discussion. The farmers' bloc was totally against giving the raise to the college teachers-they
could not see why they should pay those college teachers $5,000 a year just for talking 12 or
15 hours a week. Faculty representatives made no headway in their negotiations until one of
them who had some farming experience, got an inspiration.
"Gentlemen", he told the members of the administrative body, "a college teacher is a little like
a bull. It's not the amount of time he spends. It's the importance of what he does!"
The faculty members got the raise.
Semantic barrier may further be created by body language being inconsistent with the verbal
communication. A manager who praises the honesty and sincerity of his subordinate in a
sarcastic tone creates doubts in the minds of the subordinate as to the course of action he should
adopt in a given situation in future. The same kind of barrier is created by a divergence between
the verbal language and the action language of the superiors. When action and language are
used jointly, the actions often have more powerful influence on other's actions than do words.
A management may, for example, profess its belief in being guided solely by the merit of
employees while making promotions. Yet if employees observe that in actual practice
promotions are made on considerations other than merit, the management's professed policy is
bound to be affected by a semantic barrier-it is not likely to communicate anything, only the
actions will communicate and what they communicate will be contrary to what had been said
in so many words.
Psychological Barriers
Psychological barriers are the prime barriers in inter-personal communication. The meaning
that is ascribed to a message depends upon the emotional or psychological status of both the
parties concerned. As such the psychological barriers may be set up either by the receiver or
the sender of the message.
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You have already seen that the effectiveness of any communication depends upon the
perception of the right meaning of the message on the part of the receiver. However, the
perception of meaning is very much affected by the mental frame of the receiver all the time
the message is received. Emotions which dominate our mood at the time, e.g., anger, anxiety,
fear, happiness, etc., will affect our interpretation of the message. The phrases `viewing with
coloured glasses' or seeing with jaundiced eyes explain vividly how our inner feelings may
vitiate our perception of the message or the situation. Past experience of the receiver in such
situations would also lead to the same effect. The same thing may happen when different
individuals interpret the same event or situation. For example, take the case of a supervisor
watching a group of employees resting and gossiping on the lawns. How will this situation be
perceived?
To the supervisor who believes that employees are basically lazy, the situation communicates
to him that they are playing truant with their work, and therefore should be given more work
to do and disciplined.
To the supervisor who believes that his workers are self-motivated and are sincere workers, the
situation communicates that they are enjoying a well-earned rest.
To the supervisor who is personally insecure, the situation communicates that they are
conspiring against him.
You will, therefore, see that a particular kind of situation, event, happening or words and
symbols are capable of being interpreted by different people in different ways according to
their own psychological states. A receiver who is suspicious or hostile, either as a consequence
of his feeling of insecurity or because of his past experience with the sender of the
communication, is more likely to start `reading between the lines' and ascribe a distorted
meaning to the message.
To the receiver's mind a communication gets tied up with the personality of the source. This is
what some people call the halo effect. Thus, if we receive a message from a person we admire,
we are more likely to agree with it and act accordingly. On the other hand, our immediate
reaction will be one of disagreement with a message that has been received from a person we
do not like or trust. Thus, our perception of meaning of the communication is coloured by our
own value judgments about the source of the communication.
A receiver of the communication suffers from another problem which psychologists refer to as
cognitive dissonance. Since an individual tends to be fed with too much of information from
different sources, which is commonly the case in an organisational setting, he becomes
selective in receiving and responding to the communications. He is most likely to `hear' only
those messages that conform to his own beliefs, attitudes and judgement. Communications that
conflict with his own viewpoint tend to be ignored. Often the `other' point of view may not
only be ignored, it might indeed be regarded as unfriendly or even hostile.
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If this happens frequently, subordinates may start questioning whether their superior really
wants to hear the `bad' news, i.e., opinions contrary to his own. As a consequence, much of the
unfavourable news in an organisation would never get reported to higher levels until the
problem has assumed the form of a crisis.
One common phenomenon with all communications is the effect of filtering. This effect is
produced when the communication passes through a large number of errors. Each individual
through whom the information is passed interprets facts differently, judges from his own point
of view what is important or relevant, and passes it on with his own interpretations, with the
result that the original communication gets altered in the process. The process of filtering
involves a biased choice of what is communicated, on the part of either the sender or the
receiver. Thus, filtering refers to the process of `selective telling' or `selective listening'. For
example, a subordinate may tell the boss what he (the boss) wants to hear. Similarly, though
several factors affecting productivity in the organisation may have been identified by the staff,
yet the manager may hear and respond only to those factors that fit his preconceived view of
the situation. In either case selectivity is introduced in the process of communication leading
to a distortion in communication.
Organisations are particularly prone to the effect of filtering. In large organisations where there
are several levels through which a communication must pass, filtering takes place at each level.
In order to save the time of the busy executive and to save him from information overload, it
is common in organisations for subordinates to prepare notes or abstracts of the communication
before passing it on to the superior. The higher information has to travel the higher is the degree
of abstraction, with the possibility that significant pieces of information may be entirely missed
or their significance diluted or distorted. The larger the number of filtering points in an
organisation the greater is the chances of distortion. This may happen even outside an
organisation when communication is passed on verbally from one to another, as in a grapevine.
Organisational Barriers
Organisations provide a formal framework through which communication is designed to flow.
The structuring of the flow itself tends to act as a barrier against freer flow of communication
between persons and levels in the organisation. Rules may prescribe how communications are
to move from one level to another in upward or downward directions. Not only is there a
possibility of delay in the communication reaching its destination, but also there is every
possibility of communication getting distorted through the process of filtering described in the
previous paragraphs. It has been found that when information is channelled through different
levels of organisation, it became altered as people interpreted facts differently. In an
organisational setting this can be a very big problem since senior level executives who work
through others have to depend more and more on the information and interpretations of their
subordinates. Critical information that has lost its criticality because of the actions of the
intervening levels may jeopardise the position of the manager as well as the organisation itself.
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It has been observed that the upward communication is particularly subject to the influence of
filtering in large organisations. Upward communication serves essentially two purposes in an
organisation. First, it helps in coordinating and controlling the activities of the organisation.
Second, it enables the superior to appraise the performance of his subordinates. While the
former does not create only problems, the latter has behavioural implications. It is human
nature to show one's performance in a better light than what it actually is. This tendency of an
individual naturally brings about a filtering through conscious or unconscious altering,
withholding or interpreting facts to be transmitted upward.
Dependency syndrome of the subordinate heightens the tendency to filter information. In a
superior-subordinate relationship, the subordinate is, generally speaking, dependent on the
superior for his advancement. Studies show that the greater the dependency of the subordinate
on his superiors for the satisfaction of his needs, the more his tendency to filter information of
an unfavourable kind. It has been found that subordinates are generally unwilling to
communicate unfavourable information when they feel that their superior has the power to
punish them in some way. Only positive aspects of performance are likely to be communicated
upwards.
Another barrier in organisational setting is created by the superior-subordinate relationship
itself which develops a distance between the two. People are more comfortable in
communicating with persons of similar status as their own. Communication with persons of
higher or lower status is likely to be formal and reticent rather than informal and free. The
distance between the superior and subordinate and the difficulty in freer communication
between them tends to be heightened through status symbols which might be used to show the
hierarchical status of the person concerned. Status symbols within an organisation may be in
the form of separate parking space, separate bathrooms, separate refreshment rooms, cabins
with stylised furniture, carpets, etc. Such symbols accentuate the distance between the different
hierarchical levels and tend to widen the communication gap. Perhaps you may have read that
among the several characteristics of Japanese style of management is the removal of status
symbols. For example, under the Japanese system there are no separate cabins for managers,
uniforms for workers and managers are the same, they eat the same menu in the same cafeteria.
All these are intended to reduce the distance between the workers and the managers, and bring
about a better understanding of the problems of the organisation which is the chief objective of
organisational communication.
You have read in the last few pages about the problems that crop up in communicating with
others, whether inside or outside the organisation. These problems create an interference in the
process of sharing of the meaning of a communication, and thus block its effectiveness. As a
manager you will be continuously required to make use of your communication abilities in the
performance of your job. Since your success as a manager will be judged in terms of the results
that you produce, the effectiveness of your communication is, therefore, of prime importance
to you. We shall explain to you in a few paragraphs below what you can do to make your
communications effective.
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Activity C
Identify the barriers that prevent the effectiveness of communication. What can both: of you
do to remove these barriers between you and your boss?
…………………………………………………………………………………………………..
…………………………………………………………………………………………………..
…………………………………………………………………………………………………..
13.7 MAKING COMMUNICATION EFFECTIVE
In order to make your inter-personal communication more effective, the following are some of
the points that you should bear in mind:
Use direct, simple language and avoid words which can have ambiguous meanings:
Keep the receiver (audience) in mind while choosing the words and phrases. Your
communication will be effective if the words you use are appropriate for the level of receivers
for whom the communication is aimed at.
If you look through history, you will find that the great messages have been simple and short.
Moses had only ten commandments and they hardly add up to sixty words, and the 17 Rock
Edicts of Ashoka are equally brief and to the point.
Use face-to-face communication: Face-to-face communication allows more accurate feedback
to be achieved through two-way communication. Generally speaking, people express
themselves more freely while talking rather than through writing. Face-to-face communication
permits a manager to see and understand the non-verbal
signs also.
Use feedback: Feedback enables the sender to judge whether his ideas have been received in
the manner as they were originally intended. Most often it is assumed that communication has
taken place because a notice has been put on the notice board, or an order issued. You must
devise ways to separate fact from distortion.
Listen with understanding: The biggest block to interpersonal communication is said to be
the inability to listen intelligently, understandingly and skillfully to another person. We tend to
confuse listening with hearing, which is a physical process. Listening actually is much more
than hearing, it involves understanding. Real communication takes place when the listener truly
hears and understands the position and intent of the speaker. Most managers are, however, poor
listeners. Apart from other reasons for poor listening performance, the main reason is the
discrepancy in the speeds of speaking and of listening. While an average person can speak at
the rate of 150 words per minute, one can listen and think at the rate of over 1,000 words per
minute.
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The difference obviously leaves idle time for the mind to wander about and lose some part of
the message that is sought to be conveyed. In order to be a successful manager you must attempt
to develop your listening ability by utilizing your idle time in projecting yourself into the mind
of the other party and understanding the factual and emotional content of the message, without
making any attempt at criticising, approving or disapproving it until after you have fully heard
and understood the remarks. The empathetic listening, as it is called, vastly improves the
understanding of both the parties, bringing in its wake improved interpersonal relationship in
the organisation.
Create constructive environment for the expression of ideas: If you can create a climate in
which people can be confident that what they say will be listened to with sympathy and
considered constructively, you can be sure of a successful and creative communication. This
is, however, possible only in an environment of trust which has to be generated by management
through its policies and actions.
Be careful about your non-verbal communication: Because you hold a status higher than
your subordinates, your gestures are observed and `felt' by your subordinates. Your body
language, therefore, must be supportive of your communication through words. One of the
powerful means of communication are your actions which speak louder than words. If you
expect your communication to be effective, ensure that your actions are consistent with your
words.
Develop and use organisational structures which minimise the chances of filtering the
communication: Decentralisation of authority and broadening of span of control can be
attempted to reduce the levels in the organisation and minimise the authority filters.
The American Management Association has developed a set of ten suggestions for improving
communication, referred to as "The Ten Commandments of Good Communication". Briefly,
these suggestions are:
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.

Clarify before attempting to communicate.
Examine the purpose of communication.
Understand the physical and human environment when communicating.
In planning communication, consult others to obtain their support, as well as the facts.
Consider the content and the overtones of the message.
Whenever possible, communicate something that helps, or is valued by the receiver.
Communication, to be effective, requires following up.
Communicate messages that are of short-run and long-run importance.
Actions must be congruent with communication.
Be a good listener.
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13.8 SUMMARY
Communication is the transfer of information from one person to another. Successful
communication is much more than mere transfer of information-it is the transfer of meaning
and understanding between two persons.
Communication has paved the way for modern civilisation and good communication is the
foundation for sound management. No managerial activity is possible without communication
of some kind, and the major part of a manager's working time is devoted to communicating.
Communication is accomplished through a process in which the sender encodes an idea which
is transmitted through a channel to a receiver who decodes the message and gains an
understanding of the idea of the sender. The reverse process of feedback also follows the same
pattern. During the entire process, interference is created by `noise' which can lead to distortion
of the communication.
Communication takes place either orally or in writing. It could be just one-way or two-way,
which allows the sender and receiver to interact with each other. A two-way communication is
regarded better, as it brings about understanding through clarity of the message. In an
organisation, communication may take place in several directions-upward, downward, lateral
and diagonal.
Words either written or oral convey a very small part of the communication: most of it is
transmitted through non-verbal gestures. A manager ought to be careful lest his
non-verbal gestures contradict his verbal message.
Communication within an organisation flows either through formally designed authority
channels or through informal channels spontaneously formed and cutting across authority
levels. Informal channels can have both positive and negative sides. Cluster chain network of
informal communication permits a rapid flow of information through the formation of a
grapevine. Formal communication is transmitted through several kinds of networks. The choice
of a network will depend upon considerations of the complexity of a task, speed in decisionmaking in order to adapt to a change, and the satisfaction of members desired.
Interference in communication is caused by semantic, psychological and organisational
barriers. In order to achieve effectiveness in communication, managers should consciously try
to lower these barriers.
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3.9 SELF-ASSESSMENT TEST
1.
2.
3.
4.
5.
6.
7.
8.
9.

Why is effective communication important to the manager?
Explain the elements of the communication process.
What is `noise' in communication? What factors in the organisational environment
cause noise?
What purposes are served through vertical communication?
What problems are encountered in vertical communication?
Why is informal channel of communication called, a grapevine? Should managers use
the grapevine or rely on formal channels?
Explain the significance of body messages in communication effectiveness.
Explain the statement, "Words are symbols and meaning exists in the mind".
Think of a situation at home or at work, and identify communication problems you
observed or experienced.

13.10 KEY WORDS
Communication: The process of transmitting or receiving abstractions such as ideas or beliefs
through the use of symbols and language.
Communication Networks: Patterns of channels of communication.
Communication Barriers: Physical, psychological and organisational hindrances resulting
into ineffective communication.
Grapevine: A very powerful informal communication channel.
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UNIT 14 PLANNING PROCESS
Objectives
The objectives of this unit are to:
•
understand the managerial process of planning
•
introduce the various methods of formulating plans
•
develop an understanding of planning framework
•
develop insights into the planning practices in Indian enterprises
Structure
14.1 Planning as an Activity
14.2 Strategic and Operational Planning
14.3 Formulating a Plan
14.4 Planning Framework
14.5 Planning Practices in Indian Organisations
14.6 Summary
14.7 Self-assessment Test
14.8 Key Words
14.9 Further Readings

14.1 PLANNING AS AN ACTIVITY
Planning is a household word today. Perhaps there is no sphere of activity where `Planning' is
not used in one context or the other these days. Though planning as an instrument of aiming at
future has been in vogue in business since a long time, its use at the macro-level for the gearing
up of operations of Government towards the attainment of certain targets is of recent origin.
Our Five Year Plans are an example of macro-level planning for the achievement of targets
aimed at increasing the standard of living of our people.
Planning, thus, means having a view of the future and deciding in advance where we would
like to be and what is to be done in order to reach there.
Planning starts with the definition of the objectives and the formulation of the specific goals or
targets to be achieved. Goals are derived from the analysis of existing situation of an
organisation and once defined provide a sense of direction to all managerial activities. In order
to achieve the goals, specific plans are drawn up. Objectives, goals or targets provide answer
to the question, "Where is the organisation heading to?”.
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Planning is essentially concerned with the future. Since future conditions are unknown,
forecasts or estimates must be made to provide a basis for planning. You will appreciate that
better forecasts lead to better planning for future. While most forecasts are made intuitively or
on the basis of experience, mathematical tools have seen developed to make more accurate
forecasts.
Planning is done by managers at all levels of organisation. You will see that all managers plan
though the character and breadth of planning may differ at different levels of organisation. For
example, while an Assistant Engineer at a work-site plans for the accomplishment of work at
his site from day to day or for two or three days in advance, the Chief Project Manager must
plan for the whole project over a larger period of time. Similarly, a multinational company's
top management must plan over a longer time frame for a world-wide market.
Planning is a means to some end as such involves choices among alternatives-alternative goals,
alternative programmes and alternative means of achievement. What alternative to choose
gives rise to decision-making which every manager will be required to do.
Question:
Do you plan your day? How?
Do you plan for your holidays/vacations? How? Why?
Have you actively participated in the planning of some big event like the Annual Function of
your college or the marriage of a female relative of yours? Recapitulate how the event was
planned.
I.

II.
III.
IV.
V.

If you have given thought to the above questions, you must have sensed the need for
planning any activity whatsoever. Planning is considered important because it-attempts
to offset uncertainty by foreseeing the future and bringing about preparedness for the
happenings in future. In this way, it minimises the chances of mistakes,
focuses attention on the objectives or goals of the organisation and their attainment,
leads to economy in operation through the selection of the best possible course of
action,
helps in controlling the activities by providing measures against which performance can
be evaluated,
helps in coordinating the operations of an enterprise since a well-considered plan
embraces and unifies all the divisions of an enterprise.

Activity A
As a manager, identify various planning activities that you are involved in.
1. ………………………………………………………………………………………………..
2. ………………………………………………………………………………………………..
3. ………………………………………………………………………………………………..
4. ………………………………………………………………………………………………..
5. ………………………………………………………………………………………………..
6. ………………………………………………………………………………………………..
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14.2 STRATEGIC AND OPERATIONAL PLANNING
As already explained above, a plan provides a view of the future by defining the goals or targets
of the organisation. By themselves the targets would have no meaning unless a time limit is
fixed for their attainment, e.g. our Five Year Plans indicate the targets to be attained by the end
of the respective plan period viz., five years.
In terms of planning horizon, planning can be of two kinds:
1.
Strategic Planning, also known as long-range planning,. has two important elementsfirst it covers a longer period of time which may extend from five to twenty or more
years. A capital intensive industry, e.g., a public utility service, or a company dealing
in international markets must necessarily plan for a longer period. Strategic planning
also takes into consideration the totality of activities of the enterprise. In other words it
refers to planning for the total, enterprise over a longer duration. Planning for a duration
of fifteen, twenty or more years is also known as perspective planning.
2.

Operational Planning, tactical planning or short-range planning usually extends over a
period of one year and is more detailed. While strategic plans indicate the activities to
be undertaken or goals to be achieved in general terms, and are an instrument of
planning and control in the hands of top management; operational plans are prepared in
more specific terms. These plans are directly concerned with operations and deal with
the various functional areas of the enterprise like production, marketing, finance,
research and development, etc. They guide lower levels of managers in their day to day
activities and serve as a yardstick for measuring their performance.

The following table explains the distinction between operational and strategic planning.

Source: Bernard Taylor; Strategies for Planning: Long Range Planning (August 1975) Quoted
by Stoner, Management (Prentice Hall, New Delhi) Page 102.
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You should remember that the long-range plans and short-range plans are not mutually
exclusive. They overlap and, in fact, an operational plan is a part of the strategic plan in the
sense that it contributes to the attainment of some part of the objectives or goals laid down in
the strategic plan.
All too often the relationship between the operational plan and strategic plan may be forgotten,
and policies may be framed under operational plan which may prove unfavourable for the
attainment of long-term goals. For example, the long term plan may aim at increasing labour
productivity per hour by 50%. However, the operational plan aimed at cost reduction might
lead to the curtailment of expenditure on manpower development, which in the long run may
actually decrease productivity rather than increase it.
14.3 FORMULATING A PLAN
Preparing a plan is a step by step exercise. Generally speaking, the following four steps will be
involved in planning for an enterprise.
1. Perception of opportunities
2. Establishment of goals
3. Appraisal of planning premises
4. Exploring of action paths and selection of a course of action.
Perception of opportunities
The first step for you to take while planning is to be aware of the opportunities. As you have
studied earlier, plans determine a course of action to be adopted `today' in order to obtain the
desired results `tomorrow'. In order that planning is regarded as effective, it must anticipate
and meet the conditions as they develop in future. Forecasting, therefore, is a prerequisite to
planning which simply stated, means making an intelligent estimate of the conditions that will
exist during the plan period.
For example, a demand forecast, which shows the level of demand of a particular product over
a period of time, is the first step towards production and sales planning in an enterprise.
Quite often existing problems themselves induce managers to search for opportunities. A dealer
in fashion goods confronted with the problem of falling sales and profit levels will himself be
driven to seek new opportunities. Planning requires realistic diagnosis of opportunities.
Establishment of goals
The second step for you is to establish goals which are to be achieved during the specified
period. This implies the establishment of goals for the whole enterprise as also for each of its
sub-units. Whatever the goal-profits, sales, market share- i t is better if it is measurable because
later you will use these goals to evaluate the performance of the unit or its managers. Various
kinds of budgets and cost standards provide a means of establishing the standards.
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Appraisal of planning premises
Premises refer to the factors in the environment that affect the achievement of goals.
Government policy is one of those factors which can have significant impact either favourable
or unfavourable on any plan formulated by an enterprise. Take for example a recent change in
the Government policy regarding the conversion of debentures into equity. Until recently a
conversion of debentures into equity was permissible under certain conditions. A large business
house which had taken recourse to such conversion in the past and benefited by it, had planned
for new projects banking upon the conversion of a new series of debentures into equity. Almost
an overnight ban on such conversion into equity by the Government not only created a crisis
situation for that enterprise in respect of the financing of the new projects but it also led to the
erosion of confidence of investors in the future plans of the company. As a result, the market
prices of equity share of the company severely declined. You must have guessed that this is the
story of Reliance'.
Planning in any organisation rests on several premises, in other words, on assumptions about
the expected environment conditioning the plan. Obviously, a change in any one or more
assumed conditions will necessitate an alteration in the plans. Such assumptions relate to
factors which may affect the plans either from within the enterprise or from outside.
Accordingly, planning premises may be grouped as external or internal.
A brief description of some of the factors that influence the formulation of the plan by an
enterprise will follow later.
Explore and determine action paths
The final step in the planning function is to explore and evaluate alternative plans of action,
and determine a specific action plan. Once the goals have been established and the factor or
factors affecting the plans taken care of, actual action plan in the form of programmes and
budgets are formulated.
A programme shows:
a)
major steps required to reach an objective,
b)
organisational unit or person responsible for each step, and
c)
sequence and timing of each step.
A programme may be accompanied by a budget which indicates the financial resources
allocated by the organisation for the implementation of the plan. Actually, in order to achieve
the overall goals of the organisation, a number of activities will have to be performed, each
activity having a separate programme and a separate budget within the overall programme and
budget. The system under which budgets are used for purposes of planning is known as the
Budgetary Planning System.
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We shall go into some details about the role of budgets in a business enterprise. You should,
however, remember that budgets in addition to serving as a tool for planning also serve as a
tool for control. This means that at the appropriate time, your performance will be appraised in
relation to the budget which had guided you so far. Budget therefore, is-an instrument of control
also.
Activity B
Request your senior manager to procure a copy of the corporate plan of your company. Read
it carefully and summarise some of the important programmes of your company.
…………………………………………………………………………………………………..
…………………………………………………………………………………………………..
…………………………………………………………………………………………………..
14.4 PLANNING FRAMEWORK
As previously stated, planning rests on premises about the expected environmental conditions.
Such premises are classified into two categoriesa.
b.

Extrenal, i.e. Business Environment
Internal premises can be several, e.g., capital investment made; approved sales
forecasts; values and beliefs of top management and the policies adopted; and the given
organisational structure.

Business Environment refers to the totality of economic, political, social, cultural and
technological conditions that affect the formulation of plans of any organisation. Since the
environment is primarily looked upon from the point of view of its impact on the demand for
the product or services offered by the organisation, changes in the
environment may have favourable or unfavourable consequences for the organisation. A rise
in per capita income may signify more disposable income and indicate more purchasing power
in the hands of consumers. On the other hand, political instability has an undesirable impact on
the plans of a business enterprise.
The Government policies of regulation and control as also of taxation, and providing or
withdrawing incentives all affect the future planning by a business enterprise. What can be
produced or sold by a business may be subject to Government controls. The difficulty in
business planning arises because it is impossible to forecast the character and effect of such
controls. Again, in an industry where technological changes are many and rapid, planning on
the basis of old technology will spell doom for the enterprise. In order to succeed, managers
today are expected to keep themselves abreast of technological changes taking place in the
industry and plan the industry on that basis
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Capital Investment Committee
Business enterprises today need large capital investment and an investment once made in fixed
assets tends to have long-run influence on its future plan as the investment made cannot be
recouped except through use.
While developing plans, you should first assess carefully your own resources and commitments
made, and adjust the plans i n such a manner that the existing resources are more productively
utilised.
Sales forecasts, which are a projection of expected sales over a period of time, provide a
framework on which plans of most enterprises are based. Since sales give rise to revenues
which sustain the enterprise, business enterprises tend to attach a great deal of importance to
the framing of such forecasts. A forecast of rising sales over a longterm would indicate the
need for the expansion of the facilities. On the other hand, a decline should alert the
management to look into the causes of decline and initiate corrective actions.
Generally speaking, making a sales forecast is a two-step process:
1. Make industry-wise demand forecast.
2. Make sales forecast for a specific company.
For example, if you are in automobile business producing two-wheelers, first estimate the total
demand for two-wheelers by types and then estimate your market share and the demand for the
two-wheeler you are producing or intend to produce.
There are several methods of making demand forecasts and sales projections which you will
study elsewhere.
It will be interesting for you to know that some of the most interesting and important
contributions in management science are associated with the planning function.
Values and Policies of Top Management
The plans formulated and action taken by managers in an organisation are immensely affected
by the values attached to alternative courses of action and policies pursued in each case. Value
defines what is `good' and what is `not good'. A top management holding a `good' belief is not
likely to plan for something, which they regard as `not good'. A case in point is a monthly
magazine `Kalyan' devoted to the propagation of religious literature. It has been the basic policy
of the top management of that magazine not to accept any advertisements. While planning for
increased revenue advertisements are never considered as an alternative source.
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Organisational Structure
Plans are implemented through an organisational structure which consists of people arranged
in a hierarchy, each one responsible for the performance of a specific task in coordination with
others. Quite often it may be found that a particular plan drawn up cannot be satisfactorily
implemented simply because the structure is such that while on the one hand there is
duplication of effort, on the other hand, there is nobody to look after another part of the job.
In almost every kind of large-scale enterprise, examples can be found where well-conceived
strategic plans were thwarted by an organisational structure that delayed the execution of the
plans or gave priority to wrong set of considerations. While drawing up a plan, you should give
attention to the needs of the organisation not only in terms of the number and kind of personnel
required but also to the change in the organisational structure required for the effective
implementation of the plan.
14.5 PLANNING PRACTICES IN INDIAN ORGANISATIONS
Several researchers have looked into the planning practices in Indian enterprises. Some of these
studies are reported here:
Richman and Copen (1972)
Virtually all of the medium-sized and larger companies surveyed established at least some
quantitative objectives or targets on an annual or short-term basis. These generally include
profitability, sales and production objectives. Most also had some kind of growth objectives
and some general guidelines to help determine those areas in which the firm would concentrate
or expand its efforts. However few defined longer-term objectives clearly.
Only one of the Indian firms surveyed, a drug producer, did a truly thoughtful job of developing
a long-term growth and development model. It identified explicitly a desirable position to strive
for several years in the future and designed specific strategies to reach it. This firm established
specific three and five-year goals for market share and profitability.
In general, planning processes and plans at firms studied in India focused on the short run, and
in particular on short-term projections of monthly, weekly and daily operating data. Planning
documents consisted mostly of sales forecasts and some kind of operating budgets. However,
these were prepared more for control purposes than for future planning. The only planning
activity found in most of the major firms was the translation of a sales forecast into
requirements of imported raw materials and the ordering and stockpiling of these items. In only
a few cases were accurate forecasts of capital requirements or productive capacities made.
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Bhatia (1981)
This research study on the objectives of a sample of 65 out of the 251 giant companies listed
by Research Bureau of Economic Times, revealed that only 45 per cent of these have explicitly
defined objectives and 55 per cent do not have expressed objectives. Moreover, out of those
which have specified their objectives 17 per cent feel that their objectives are confidential and
not to be divulged.
The above evidence indicates that the Indian business organisations, specially the large-sized,
do realise the need and urgency of planning their operations over longer periods of time. Many
however, still consider planning over longer periods a waste of effort primarily because of a
larger measure of uncertainties prevailing in the Indian environment.
The Section 14.7 at the end of this unit contains an extract from the chairman's speech of a
fairly large Indian company which is indicative of how Indian business look at the planning
function and how they proceed to take advantage of the opportunities available in the
environment.
You should read it carefully and answer the questions given at the end.
14.6 SUMMARY
Let us now summarise the ideas contained in this section. The function of management starts
with planning and organising. A plan defines the goals which are to be attained during a
specified period of time in future. Planning involves a vision of the future. The process of
planning, therefore, is a mental exercise involving a choice among alternative goals,
programmes and means of achievement. Every manager in an organisation has a role in
planning though the character and breadth of
planning might differ from manager to manager.
A plan encompasses a period of time in which it is expected that the goals would be attained.
This period known as planning horizon can be short or long. A short-term plan generally covers
a period of one year and is detailed and much more specific than a long-term plan in defining
the goals or targets. The process of formulating a long-term plan is known as strategic planning
through which an organisation defines its long-term goals.
In formulating a plan, a number of sequential steps are involved. In the first place, you have to
look for the opportunities. Scanning the environment and forecasting will enable you to
perceive the opportunities that exist. Secondly, you specify the goals that you would like to
attain during the planning horizon in measurable terms.
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The third step involves an appraisal of those premises on which planning of an organisation
rests. Such premises can be external to the enterprise or internal to it. In general, the economic,
socio-cultural and technological environment tends to influence from outside what managers
will plan and how. Among the internal premises, i.e. factors that influence the plan from within
are the capital investment which has already been made or committed, the forecast of sales
which has been approved as the basis for planning the values and beliefs of top management,
and the capability of the organisational structure of the company.
The final step in planning is to lay down an action plan in terms of programmes and budgets
with specific targets.
Research studies relating to planning functions in Indian business generally indicate a low
importance given to this function. Though sales forecasting and budgeting is common, longterm planning is done by only few large enterprises.
14.7 SELF-ASSESSMENT TEST
Perspective Planning in Mahindra Ugine Steel Co. Ltd.
The following passages are extracted from the statement of the chairman of Mahindra Ugine
Steel Co. Ltd. at its annual general meeting in 1971. These extracts will provide you an idea of
the importance attached to a perspective (long-term) plan for an enterprise and also of some of
the factors which condition the planning of a business enterprise.
"I am happy to advise you that in furtherance of our plans to expand the capacity of your Plant
and to achieve maximum economies of scale your Company has been able to submit a
comprehensive plan to the Government for enlargement of the productive capacity up to 60,000
tonnes of finished Tool, Alloy and Special Steels per annum In planning the expanded capacity
of our plant we shall strive to achieve maximum diversification of the end-products consistent
with a favourable capital-output ratio. For this, we have to constantly strive to expand our
operations and diversify our product-mix so that the goals are met or even exceeded.
The observations about our sales and the outlook for our Company prompts me to discuss
briefly the developments and trends in our own industry and share some thoughts on
perspective planning. Planning today is a universally accepted exercise for one and all. It
involves looking as far ahead as the data on our hands and our vision permit. In the life of a
corporation this means a close study of all the factors that shape its progress and influence it
decisively. There are several such factors and one such all-important factor, external to the
organisation that could provide the guidelines for future growth is the assessment of the
potential market. I attach overriding importance to a sincere, honest and realistic attempt to
size up the approximate if not the exact requirements of a given product for a given year in the
planning and creation of manufacturing capacity.
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Your Company is vitally interested in making projections of its own growth with the help of
macro-projections of the demand for Mild, Alloy and Special Steels released by various
Government and semi-Government agencies. During the last decade there has been several
such macro-projection. The last estimates of demand for Steel have come from NCAER. Most
of the studies work out the potential demand with the help of the end-use method which is a
simple but down to earth technique to assess the short-term as well as long-term demand in
developing countries. The recent estimates of NCAER also utilise the same method.
In the latest study of the demand for Steel, the NCAER has taken full account of (a) all the
major steel consuming sectors, (b) requirements of such consumers, (c) increase in demand due
to export of Steel, (d) Steel content of machinery and engineering goods to be exported, (e)
possible reduction in demand due to substitution of Steel by items such as plastics, asbestos,
cement, aluminium, etc. In such products as motor cars, railway rolling stock, ship-building,
pipes and tubes, (f) Price elasticity of Steel demand and (g) Steel content of imported products
and so on.
The main assumption underlying the end-use method is firstly that the targets for various
industries obtained from research organisations like the Planning Commission or those of
NCAER itself, would be achieved. Experience tells us that this has not always been a correct
assumption and plan targets for even the major steel consuming sectors get elasticised. Also,
in several industries there have been shortfalls in respect of the attainment of targets. As you
can see for yourselves, such shortfalls may result in over-estimation of the requirements.
Conversely, where targets are exceeded, which is not often the case, the forecast of
requirements for a particular industry turn out to be under-estimates.
Secondly, the success of the end-use method is largely conditioned by the accuracy of the
norms that relate the Steel industry to the Steel consuming industry by indicating the input coefficient. Such norms are known to change with technological progress and innovations and
there have been several occasions in the past when estimates have gone haywire on account of
unrealistic norms having been adopted. For instance, the norms employed by the Perspective
Planning Division in its 1965 estimate of the requirements of Alloy and Special Steels have
been replaced by the NCAER which has employed its own norms for various industries. The
end-use method thus assumes that the impact of technological changes would be minimal, if
not nil on the norms of consumption of Steel.
Naturally to obtain more accurate figures at the end of such an exercise, the final estimates are
adjusted upward to provide for such findings of changes in various consuming sectors. In order
to make the macro-projections meaningful for the producers to plan and expand their capacity,
it is essential that norms are kept under review and at the end of every year or so the
Associations of Consumers and Producers should get together and see that any significant
changes in the norms are reflected in the demand figures and necessary adjustments and/or
corrections are made on the overall demand projections. By such an exercise the year to year
projection of demand would be rendered more realistic and would provide a workable basis to
determine the gap between demand and availability.
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With these considerations regarding the merits and demerits of the end-use technique in mind,
let us consider the recent studies in demand estimates with special reference to the products of
our own industry viz. Alloy and Special Steels. There have been as many estimates of demand
for Alloy and Special Steels as there are for other Steels also. As against about 300,000 tonnes
for 1973-74 and 430,000 tonnes for 1978-79. estimated by the Steering Group of the Steel
Ministry in 1968 and incorporated in the Fourth Five Year Plan document, the latest study of
the Council provides for 434,000 tonnes for 1975 and 817,000 tonnes for 1980.
The estimates of the Steering Committee as revised by the Technical Wing of the Steel Ministry
have now become available. Accordingly, the demand for Alloy and Special Steels has been
revised upwards from 300,000 tonnes to 400,000 tonnes for 1973-74 and from 430,000 tonnes
to 590,000 tonnes for 1978-79. What is of interest to your Company as a producer of Alloy
Constructional Steel in these varying estimates is that for 1973-74 the estimates of both the
Technical Wing and the NCAER arrive at almost the same figure, but for a difference of only
about 2,000 tonnes. The marginal divergence, however, turns out to be sizable in the estimates
for the end of the Seventies. As against the Technical Wing's estimate of 178,700 tonnes for
1978-79, the Council Places the demand for Alloy Constructional Steel at 239,906 tonnes for
1980.
It is now accepted that the assessment of the Technical Wing has been rather conservative and
that the Council's studies despite certain limitations are more realistic. A message that emerges
loud and clear from these studies is that even after the schemes for expansion or setting up of
new units on green sites which are now under consideration are successfully implemented by
the end of the decade, there would still be a gap, probably substantial rather than marginal
between requirements and actual production.
All said and done the numerous estimates referred to above need to be further processed and
worked upon for purposes of drawing meaningful conclusions that guide us in deciding about
future investments in the creation of new Alloy Steel capacity and in determining the ideal
product-mix for your or other plants. The breakdown of such broad aggregates into categories,
grades, shapes, surface finish i.e. black or bright, etc. is a pre-condition for successful corporate
planning. Quite a few snap judgments, I am afraid, have already been made based on broad
aggregate demand resulting in duplication of capacity of the same size ranges. And
circumstances may force us to amend them, it not reverses such decisions. In this context, I
would emphasize that before a final sanction is issued for creation of fresh capacity, adequate
thought is given to the point whether such fresh capacity should come about through new units
on green sites or through expansion of existing units or both. These considerations weigh very
heavily in favour of the second proposition. Expansion would firstly help creation of new
capacity faster; it would involve lower capital investment; and finally, what is important, it
would help the existing units to achieve economies of scale.
It is high time that a master perspective plan for the speedy expansion of Steel capacity in the
country is drawn up and Government and industry jointly and single-mindedly work for the
crystallisation of such plans. This exercise has to be followed by clearer thinking about the
future needs.
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A corporate or industry wise perspective plan considers not only the market potential for a
product but also the derivative demand for essential inputs to be supplied by the feeder and
ancillary industries. Only such an assessment of the requirements and availability of raw
materials would give meaning and content to the perspective plan.”
Questions:
What factors influence the planning in MUSCO?
How does Government policy influence planning in MUSCO?
What method of making future forecasts is referred to in these passages? What are its elements?
How accurately can be the forecasts arrived at through this method? Find out from the books
listed below what the other methods of demand forecasting are.
14.8 KEY WORDS
Strategic Planning: Planning activity undertaken keeping in mind the long-term future of an
organisation.
Operational Planning: Planning activities related to day to day functioning of an organisation.
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UNIT 15 CONTROLLING
Objectives
The purpose of this unit is to:
• understand the nature and purpose of control
• examine the prerequisites and characteristics of control
• describe the control process
• analyse the methods and managerial strategies of control
Structure
15.1 What is Control?
15.2 The Prerequisites and Characteristics of Effective Control Systems
15.3 The Control Process
15.4 Control as a Feedback System
15.5 Methods of Control
15.6 Policies and Design Choices in Control
15.7 Strategies of Control
15.8 Summary
15.9 Self-assessment Test
5.10 Key Words
15.11 Further Readings

15.1 WHAT IS CONTROL?
Control is the process of assuring the efficient accomplishment of enterprise objectives. In the
turbulent environment faced by management, control is necessary to anticipate problems,
measure performance against standards, take corrective actions for deviations from plans and
if necessary, modify plans.
The term control may have some negative connotations for some. But, in the management
process, it is a facilitating function aiding the organisation to accomplish the set objectives. To
draw an analogy, it is like a thermostat in an air-conditioning system.
The primary responsibility for exercising control rests with every manager charged with the
execution of plans. As Henry Fayol said, "In an undertaking, control consists in verifying
whether everything occurs in conformity with the plans adopted, the instructions issued and
principles established. Its object is to point out weaknesses and errors in order to rectify them
and prevent recurrence. It operates on everything, things, people, and actions".
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It is wrong to assume that only top management has the responsibility for control and that there
is little need for control at lower levels of management. While the scope for control may vary
to some extent depending upon the position of an employee in the hierarchy, all those who have
responsibility for the execution of plans need to exercise control too.
15.2 THE PREREQUISITES AND CHARACTERISTICS OF EFFECTIVE CONTROL
SYSTEMS
The major prerequisites of control are two: a plan and a structure.
a)
Plan: controls must be based on plan. The clearer and complete the plans are the more
effective controls can be; plans become the standards by which the actions are
measured.
b)
Structure: There is need for a structure to know where the responsibility rests for
deviations and corrective action, if any needed. As in the case of plans, the clearer and
complete the organisation structure is, the more effective control can be. Controls, to
the effective, should share the following basic characteristics:
Appropriate: Controls should correspond to an organisation's plans. Controls designed for a
general manager are inappropriate for a supervisor. Similarly, control
systems suitable for a line department may be inappropriate for a staff department.
Strategic: Control should serve a strategic purpose and provide spotlight on positive
negative exceptions at critical points.

and

Acceptable: Controls will not work unless people want them to. They should be acceptable
to those to whom they apply.
Reliable and objective: Controls should be accurate and unbiased. If they are unreliable and
subjective, people will resent them.
Cost-effective: The benefit from control should be greater than the costs. Control devices
should yield tangible benefits.
15.3 THE CONTROL PROCESS
The control process involves three steps: (a) establishing standards, (b) measuring performance
against these standards, and (c) reinforcing success/correcting deviations.
a) Establishing Standards: Standards mean criteria of performance. Standards may be of
many kinds and include verifiable goals set in qualitative or quantitative terms. An
organisation can establish standards in such areas as:
• Profitability
• Productivity
• Market Share

59

• Worker Performance
• Innovation
• Social Responsibility
Standards can be based on past performance, managerial judgment or scientific analysis.
Standards are used to measure performance and judge success or failure.
b) Measuring of Performance: Essentially, it is a comparison between "what is" and "what
should be" the performance. Ideally, measurement should be done on a forward-looking
basis to predict probable deviations from standards rather than merely be used as a post
mortem exercise. To the extent prediction becomes possible, control becomes effective
because appropriate actions can be taken well in advance of their actual occurrence.
c) Reinforcing Success/Correcting Deviations: When plans and organisation structures are
clear, it is easy to reinforce success and avoid failures. When deviations are noticed or
apprehended based on warning signs, the reasons can be analysed and appropriate
corrective actions taken promptly.
15.4 CONTROL AS A FEEDBACK SYSTEM
Management control is usually viewed as a feedback system. This is seen more clearly by
looking at the process involved in control system, as shown in Fig. I. Control is more than a
matter of establishing standards, measuring performance and correcting for deviations. To
initiate corrective action, there should be a programme (or a plan of action) which needs to be
implemented and monitored as to whether such implementation will give the desired
performance.

In the simple feedback system, there is a time lag in the control process. The old notion is to
look at planning as looking forward and control as looking backward. But good management
requires future-directed control where it is possible to get feedback somewhat ahead of actual
happening than after the event. As Harold Koontz observed, "Since the past cannot be changed,
effective control should be aimed at preventing present and future deviations from plans".
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Computers make it possible now to get feedback on a real-time basis, i.e., as of now or on a
here-and-now basis. Where there are time lags in a system, corrective steps should be taken on
a proactive basis predicting or anticipating efforts. As such, effective control systems should
seek to overcome the deficiency of common or simple feedback systems to be modified as
`feedforward systems'. Feedforward systems monitor inputs into a process to ascertain whether
the inputs are as planned; if they are not, the inputs, or perhaps the process, are changed in
order to ensure the desired action. As shown in Fig. II a feedforward control system is really
one of feedback. The only difference is that the information feedback is at the input side of the
system so that corrections can be made before the system output is affected.

15.5 METHODS OF CONTROL
Arthur Bedeian discusses nine methods of control and classifies them into three categories
based on their frequency, of use:
Constantly used controls: Self-control, group control and policies, procedures and rules.
Periodically used controls: Management Information Systems, External Audits and Budgets.
Occasionally used controls: Special reports, personal observation and project control.
The nine methods of control mentioned above (see Fig. III) are briefly discussed hereunder.
Self-control: Managers need to exercise more self-control to minimise the need for other
control methods and making control in the organisation acceptable and effective. Self-control
means giving a fair day's work for a fair day's pay, reporting to work on time, discharging
duties and responsibility properly and respecting the rights of others in the organisation. Selfcontrol is more in tune with Theory Y discussed later in the unit on Leadership Styles and
Influence Process in Block 5. Respect for self-control in an organisation can be a motivating
factor. A sense of appreciation for self-control can be promoted among employees through
training in behaviour modification.
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Group Control: Work groups are a source of control. Group-defined norms exert greater
influence in organisations than the norms that managements may choose to set unilaterally and
thrust on groups. Group norms and group control can aid or hinder formal authority.
Organisations would do well to develop and use group control processes to reinforce formal
authority. While in some organisations group control processes helped increase output and
improve quality, in others they resulted in restricting output. For group norms to contribute to
organisational goals there should be a climate of trust and openness, a culture of cooperation
than confrontation. Quality circle, quality of work life programmes and work redesign
experiments being taken up in some organisations are examples that point to organisational
thrust toward reinforcing group control processes for achieving organisational goals through
integration of members' interests with those of the organisation.

Policies/Procedures/Rules: These are essentially bureaucratic control mechanisms referred to
in the discussion on control strategies. They reflect past managerial experience and include a
variety of aspects concerning how to make certain decisions, deal with resources, etc. If the
policies, procedures and rules are properly formulated, clearly communicated and implemented
consistently throughout the organisation, they can be effective in controlling individual and
work group behaviour.
Periodic Controls
Management Information Systems: A Management Information System is a mechanism
designed to collect, combine, compare, analyse and disseminate data in the form of
information. As such, management information systems link the various decision-making
centres within an enterprise and serve a useful function in providing feedback for control
purposes.
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External Audits: The annual financial audit by an outside accounting firm is one form of
external audit, mainly of the finances of an organisation. In the case of public sector units, such
an audit is performed by Comptroller and Auditor General also. Forward looking progressive
private companies have in the past sought to have a social audit, not for evaluating financial
performance, but to find out whether and how well they have been discharging their social
obligations. An example is the case of Social Audit conducted in Tata Steel in the late 1970s.
Budgets: Budgets are plans that deal with the future allocation and utilisation of various
resources to different enterprise activities over a given period of tittle Budgets help establish
plans and also serve as the basis for measuring or evaluating the standards of performance.
Budgetary control is a good example of bureaucratic control strategy (discussed separately in
this unit).
Occasional Controls
Special Reports: These have a special role. Special reports can be commissioned by an
organisation when its normal control systems point to the need for detailed investigation or
study of a particular operational aspect. When major policy decisions of strategic importance
are taken, special reports may be commissioned. These include situations where the
organisations find the need for overcoming the existing difficulties, modernisation, expansion,
diversification, merger, acquisition etc. Special reports vary in content and style depending
upon the purpose. They could be prepared internally by managers in the organisation or by
consultants or outside institutions. Special reports are a valuable method for controlling in
turbulent environments, warranting changes in products and markets, technology and
production processes, organisational structure, etc.
Personal Observation: Managers can know what is happening in an organisation by relying
on information provided by others as also by finding out for them. First hand knowledge has
to be critical to be effective. The importance of personal observation is best illustrated by
Arthur Bedeian through his reference to the ill-fated ITT effort to build a giant wood/cellulose
plant in Canada. The resulting $320 million loss could probably have been averted if someone
had just gone to Canada and looked at the trees, which grew to no more than an uneconomical
3 inches in diameter.
Project Controls: Various methods have been developed for controlling specific enterprise
projects. The best example is the network analysis using the PERT tool. PERT is an acronym
for Programme Evaluation and Review Technique. It is a diagram showing the interrelationships between the events and activities that comprise a project. It is a detailed, easy-tocommunicate means for determining current status of a project, stimulate alternative plans and
schedules and controlling activities.
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15.6 POLICIES AND DESIGN CHOICES IN CONTROL
Organisations have three options in exercising control:
•
centralisation or delegation
•
formal or informal
•
direct or indirect
Preferences for one or a mix of all options are matters of judgment. Judgment in turn could
be based on theory, practice or premonition. Each option has relevance in a particular
situation. Here we shall briefly consider the three options mentioned above.
Centralisation or Delegation
The concepts of centralisation, decentralisation and delegation were discussed in the previous
unit, `Delegation and Interdepartmental Coordination’.
Centralisation is an approach where control is exercised by the chief executive or the top
management group (comprising a few individuals). Others in the lower rungs of hierarchy
cannot act on their own or use their discretion. Thus, functional autonomy will be lacking at
operating levels.
Delegation, on the contrary, manifests transfer of decision-making authority downward and
outward within the formal structure. For example, in a multiplant situation, plant managers
may take decisions without having to seek prior consent of head office on financial matters
involving a sum of not more than Rs.2 lakhs in each transaction. This is an instance of
delegation of financial powers. If a transaction involves an expenditure of Rs 2.5 lakhs, the
plant manager will have to refer to the head office which exercises control over the decision.
Sometimes, decision-making power is transferred downwards in a hierarchy prescribing
limits on the scope and type of decisions. For example, a branch manager is allowed to spend
up to Rs 5000 per month on consumables, without referring upwards for approval, so long as
it falls within the monthly budget. Here although the decision-making power is transferred,
overall control is incorporated into the arrangement. Where delegation occurs in an
organisation-wide context, it becomes decentralisation.
Centralised Control:
•
makes it easier to coordinate the activities of various subunits/departments in an
organisation.
•
seeks to achieve balance among various functions because the top management can
be expected to have a broad organisation-wide perspective.
•
proves more useful because control will be in the hands of senior, experienced top
executives.
•
is necessary to meet extraordinary situations.
•
is economical since duplication in activities and resource use can be avoided.
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Delegation and decentralisation too have positive features:
• they relieve the top management from overload.
• motivate individuals to give better performance due to opportunities for individual
freedom, discretion and control.
• contribute to the personal and professional development of managers.
• people at operating levels are more knowledgeable about the dynamics in decisionmaking situations and can be expected to take appropriate actions to suit local
conditions. This is particularly true in the case of large and widely dispersed units.
• affords prompt actions and provides flexibility.
•
As seen above, both are beneficial, but each one is appropriate for specific conditions and
situations. The option is to be exercised at two levels:
• in respect of different types of decisions which vary in importance.
• the contingencies and capabilities of managers in the total context of the organisation.
Strategic decision-making and control can be centralised. Routine operational matters can be
delegated and decentralised. Large organisations with widely dispersed units find a greater
need for delegation.
Formal or Informal
Formalisation refers to establishing written policies, procedures, rules etc. Which prescribe the
do's and don’ts. As organisations grow, formalisation grows. Formalisation renders activities
more predictable in a desired direction and facilitates coordination and control. In large
organisations where it is no longer possible to retain high degree of centralised control,
formalisation helps to retain consistency and continuity by restraining the negative effects of
delegation and decentralisation. Formalisation is appropriate for large organisations operating
in conditions of stability. But, in today's fast changing environments, complete formalisation
may not be desirable and practicable. Excessive formalisation vitiates the climate for initiative
and employee freedom in performance, results in employee resistance and may even become
counterproductive. Formalisation can be effective insofar as policies, procedures and rules are
flexible enough and reviewed periodically to make them appropriate to current changing
situation.
Formalisation can be effective insofar as policies, procedures and rules are flexible enough and
reviewed periodically to make them appropriate to current changing situation.
Direct or Indirect
There are two ways of controlling. One way is to supervise subordinates' activities closely,
trace deviations to the persons responsible and get them to correct their practices. This is called
indirect control.
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The other way is to develop high quality managers who will properly understand and apply
managerial principles, functions, techniques and philosophy, make few mistakes and initiate
corrective actions, wherever necessary, themselves. This is called direct control. The higher
the quality of managers and their subordinates, the less will be the need for indirect controls.
Exercising close supervision through indirect controls adds to overhead costs and reduces
employee motivation. Modern management practices call for a greater degree of ‘self control’
(which in effect means direct control) by those who perform work. With the revolution in
information technology using computers, control can be exercised through real-time
information, i.e., gathering information on what is happening as events are occurring. This
made it easy for organisations to combine direct controls with indirect controls. But here
indirect control is exercised not through close personal supervision, but through modern
technology and hence several of the negative features of close personal supervision of superiors
such as infringement on freedom of operation and subjectivity in evaluation are avoided.
Direct control hastens corrective actions, lightens the burden caused by indirect control and
subordinates feel less concerned about superior's subjectivity in rating their performance
because in indirect control one would feel a close relationship between performance and
measurement.
15.7 STRATEGIES OF CONTROL
John Child discusses four control strategies as listed in Figure IV.
Figure IV: Four Strategies of Control in Organisation
Each strategy will utilise one or more of the features listed
1. Personal centralised control
1. centralised decision-making
2. direct supervision
3. personal leadership: founded upon ownership or charisma, or technical expertise
4. reward and punishment reinforce conformity to personal authority
2. Bureaucratic control
1. breaking down of tasks into easily definable elements
2. formally specified methods, procedures and rules applied to the conduct of tasks
3. budgetary and standard cost-variance accounting controls
4. technology designed to limit variation in conduct of tasks with respect to pace,
sequence and possibly physical methods
5. routine decision-taking delegated within prescribed limits
6. reward and punishment systems reinforce conformity to procedures and rules
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3. Output control
1. jobs and units designed to be responsible for complete outputs
2. specification of output standards and targets
3. use of `responsibility accounting' systems
4. delegation of decisions on operational matters: semi-autonomy
5. reward and punishment linked to attainment of output targets
4. Cultural control
1. development of strong identification with management goals
2. semi-autonomous working: few formal controls
3. strong emphasis on selection, training and development of personnel
4. rewards oriented towards security of tenure and career progression
Source: Child, J. (1984) "Organisation: A Guide to Problems and Practice" p. 159.
a) Personal centralised control: Strategy is usually found in small owner-managed
enterprises. Control is centralised in the proprietor or chief executive who combines his
rights of ownership with his unique personal qualities and expertise. Ht. such a system
reward and punishment are based more on loyalty to leader than competence. The system
makes it easy to breed favouritism and distorts feedback so vital for Organisational
Structure and control.
b) Bureaucratic control: Strategy is the most common feature in large organisations in both
private and public sectors, besides Government. The main thrust of bureaucratic control
strategy is to ensure predictability through the specification of how people in the
organisation shall behave and carry out their work. Formalisation in the sense of written
definitions of jobs and procedures is the most characteristic feature of the bureaucratic
control strategy. Division of work in modern industrial organisations lends itself to
simplification and standardisation.
The focus in highly bureaucratic organisations is to seek compliance and `keeping your
nose clean'. Rules, then, become more important than goals. Compliance results in job
security and other benefits and non-compliance leads to sanctions and punishments.
The accounting control systems are perhaps the best examples of bureaucratic control
strategy. One advantage of bureaucratic control strategy is that the delegation becomes easy
in such systems. Managers can easily delegate without losing control over what is going on
so long as such delegation occurs within formalised limits to discretion.
c) Output control: Strategy is appropriate in case of activities where it is easy to identify
tasks which are complete in themselves and their outcomes measurable in definite terms.
Common criteria of achievement, applied to individuals or groups, product lines and whole
units respectively, are quantity of items processed, value added, profitability, etc.
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Once outputs or criteria for overall achievement have been identified, it is possible for
management to specify output standards and targets. Reward and punishment systems, can
be linked with actual performance vis-a-vis standards and targets. Measurement is the most
important activity in the job of a manager. It is also one of the weakest areas. Output control
strategy becomes relatively difficult to apply in office jobs and where the relationship
between effort and outcome is not easy to establish. In production jobs, on the other hand,
output control is easy and effective. Once output standards are agreed upon mutually by the
management and work group or individual work, it is easy to grant semi-autonomy to the
worker or work group and hold the worker or work group responsible for the output. Thus,
output control strategy too, like bureaucratic control strategy, facilitates delegation and at
the same time is free of the negative features of bureaucratic control.
One major problem with output control strategy, however, is the possible resistance from
work groups for improving the methods of working, norms of output, etc. Thus, it can even
stand in the way of introducing technological changes and introduction of improvements
based on work study and work simplification. The other major and practical problem is
related to establishing suitable and agreeable measures of output.
d) Cultural control: Strategy refers to an approach of maintaining control by ensuring that
members of an organisation accept as legitimate, and willingly comply with, the managerial
requirements. This requires strong professional identification and high degree of loyalty to
the organisation. To the extent that employees and subordinates in any organisation accept
management's right to give executive instructions, one may say that a degree of cultural
control already exists. This is reinforced further through conscious efforts to develop this
pragmatic effort into a more enthusiastic support for management's purposes and
organisational goals. As John Child says, "Cultural control combined with personal
autonomy to follow strongly internalised norms of competence and conduct has long been
the mark of the professional". Professionals resent administrative controls. They accept
controls comparable with the mode of self-control within agreed cultural parameters
worked out through discussion and negotiation. Experiments in `autonomous work groups',
`quality circles' and `quality of work life programmes' are examples in this direction.
Cultural control fosters closer identification with organisation and induces high degree of
motivation towards result oriented behaviour.
15.8 SUMMARY
We have observed that control is the process of assuring the efficient accomplishment of
enterprise objectives. It is the primary responsibility of every one who has responsibility for
execution of plans. Controls should be based on plans and there is need for a structure to know
where the responsibility lies. Controls should be appropriate, strategic, acceptable, objective
and cost-effective.
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The control process involves three steps: establishing standards, measuring performance and
reinforcing success or correct deviations. Controls can be constant, periodic or occasional. As
a matter of policy organisations may prefer control to be centralised or dispersed and delegated,
formal or informal and direct or indirect. Large organisations need delegation, certain amount
of formalisation and direct control systems. The control strategies can be classified as personal
and centralised, bureaucratic, output oriented or cultural. The appropriateness of strategies
varies from organisation to organisation.
15.9 SELF-ASSESSMENT TEST
1. Discuss whether you need any control when everything is going as planned.
2. Do you subscribe to the view that only top management is responsible for exercising control
function in the organisation?
3. Explain how you could use the three-step control process to control your academic
performance.
4. Examine the control methods and strategies used in your organisation.
5. Design a control system for controlling the performance of your own subordinates, keeping
in view the characteristics of effective controls.
15.10 KEY WORDS
Budgetary Control: Measuring performance against plans and expected results expressed in
numerical terms.
Controlling: The managerial function of measuring and correcting performance of activities
of subordinates in order to assure that enterprise objectives and plans are being accomplished.
Control Process: In managing, the basic process involves establishing standards, measuring
performance against standards and correcting for deviations.
Direct Control: The concept that the most direct of all controls is to assure highquality
managers on the premise that qualified managers make fewer mistakes requiring other (or
indirect; controls, perceive and anticipate problems, and initiate appropriate actions to avoid or
correct for deviations.
Feedback: An informational input in a system transmitting messages of system operation to
indicate whether the system is operating as planned. Information on operations is relayed to
the responsible persons for evaluation.
Feedforward Control: A control system that attempts to identify future deviations from plans,
early enough to take action before the deviations occur.
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UNIT 16 DELEGATION
COORDINATION

AND

INTERDEPARTMENT

Objectives
The objectives of this unit are to:
•
clarify the process, problems and prerequisites of delegation
•
distinguish between delegation, decentralisation and centralisation as they relate to
authority
•
identify the problems of and approaches to interdepartmental coordination
Structure
16.1 Delegation of Authority
16.2 Elements of Delegation
16.3 Informal Delegation
16.4 The Problems in Delegation
16.5 Prerequisites of Effective Delegation
16.6 Centralizations and Decentralisation
16.7 Coordination
16.8 Warnings on Interdepartmental Conflict
16.9 Approaches to Coordination
16.10 Summary
16.11 Self-assessment Test
16.12 Key Words
16.13 Further Readings

16.1 DELEGATION OF AUTHORITY
The process by which authority passes from one managerial level to another is known as
delegation. As organisations grow in size and complexity, no one person can perform all the
tasks or exercise all the authority that is needed to accomplish goals.
Delegation of authority is not the same as division of work. As Henry Fayol says, "Division of
work permits reduction in the number of objects to which attention and effort must be directed
and has been recognised as the best means of making use of individuals and of groups of
people".
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Delegation of authority denotes the superior vesting decision-making power in his subordinate.
No one can delegate an authority which he himself does not have.
Delegation is one of the most important skills a manager must possess. The overworked
managers are often those who do not know how to delegate. For they lack the skill to get results
through others. An individual can perform limited work in a day, all by himself. But through
delegation-through dividing his load and sharing his responsibilities with others-he can
accomplish much more. No manager and no organisation can run smoothly and effectively
without delegation.
16.2 ELEMENTS OF DELEGATION
The number of delegations marks the effectiveness of the manager and influences the
relationship between the superior and the subordinate. Delegation is the process where a
manager divides the work assigned to him so as to get help from others in accomplishing the
same. It involves the following four steps that are indivisible:
•
the determination of results expected
•
the assignment of tasks
•
the delegation of authority for accomplishing these tasks
•
the exaction of responsibility for their accomplishment
Looked at differently, these four steps have three elements: responsibility, authority and
accountability. Delegation is the entrustment of responsibility and authority to another and the
creation of accountability for performance. Let us briefly consider these three elements.
Responsibility: Responsibility refers to the activities which must be performed to carry out
the task assigned. Responsibility can be delegated.
Authority: Authority refers to the powers and rights entrusted to enable performance of the
task assigned or delegated. Certain authority is imperative to shoulder a given responsibility.
In organisations people derive authority mainly from two sources: position and personal.
Position authority is related to powers of decision-making, reward and punishment. Personal
authority refers to the expert knowledge and certain qualities which are part of the personality
of an individual manager. Position authority can be delegated, but not personal authority.
Authority could be formal or informal. Here we refer to formal authority that is clear, structured
and communicated to all.
Accountability: Accountability is the obligation to carry out responsibility and exercise
authority as per established standards or norms. It is an obligation to account for, and report
upon, the discharge of responsibility or use of authority. Accountability cannot be delegated.
The person who delegates continues to be responsible to his superior for what he had delegated
as well.
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Since accountability cannot be delegated, the accountability of superiors for the acts of their
subordinates is absolute. By the same token, we see that the delegate is accountable to the
delegator to the extent he is delegated responsibility and authority. For example, if the line
managers are not given the responsibility to train the operators, they cannot be held accountable
for the operator’s proficiency.
While accountability always moves upward, responsibility and authority move downward in a
hierarchy. A person can be accountable only to one superior for delegated responsibility and
authority. Accountability is easy to establish if the standards and measures of performance are
predetermined.
16.3 INFORMAL DELEGATION
So far, we have discussed about formal delegation in the exercise of authority defined by
organisational role. Formal delegation is effective to the extent of the acceptance and respect
for formal authority.
Informal delegation occurs because people want to do something, not because they are told to
do. It cuts red tape. It is something that is not formally required to be done. When there is
problem in the exercise of formal authority, informal delegation may become handy.
Bottom-up-delegation: Delegation takes place, in fact, not to the extent delegated, but to the
extent that the subordinate is willing to carry out the orders received. It may be possible to
enforce willingness to do the job itself, but not to comply with the standards of performance
established by supervisor. In large organisations, informal group leaders, without formal
authority, assume authority to restrict output and workers accept such informal delegation. The
people in the group will bring down production to the level they consider fair rather than
comply with the orders of their superior.
Lateral Delegation: In modern organisations, few jobs are independent and teamwork may
result in members of a group entrusting, informally, their responsibility and authority to others
in the group at their level. The process of entrustment that occurs when teamwork develops
among members of a group is called lateral delegation.
16.4 THE PROBLEMS IN DELEGATION
We shall examine here four key problems in delegation:
•
•
•
•

What to delegate?
How much to delegate?
How far down to delegate?
How to deal with employees resistance to accept delegation?
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What to Delegate?
If a manager does not delegate, he will end up doing what his subordinates must be doing. If
he delegates what he should be doing himself, his leadership position would be in jeopardy and
there would be conflict among subordinates.

The first step in effective delegation is for the manager to analyse his job and to determine, in
principle, what he should or should not delegate. The following points help in this regard.
No manager can effectively delegate responsibility and authority for initiating and making final
decisions on planning, organising, coordinating and controlling the activities and positions that
report to him. Such responsibilities and authorities should be reserved for his own performance.
A large part of the work in every. management position consists of activities that are routine
and repetitive. These lend themselves readily to delegation. Once delegated these form the main
tasks that the subordinates perform.
How much to Delegate?
Usually the dilemma is how much authority to delegate than that of responsibility. A salesman
appointed to sell the products of the company should have the authority to approach customers
in the name of the company, offer them the products for sale at certain price and assure growth
and delivery.
Beyond this minimum authority, the supervisor should decide on other matters, if any, that
arise like whether the salesman can rent a car for commuting, whether the salesman can hire
people to assist him, whether the salesman can offer discounts or credit. The authority of the
salesman can on each of these probable issues needs to be clarified preferably before he is
asked to shoulder the responsibilities. While one can have rules and procedures laid down for
routine questions that arose in the past, as and when new questions crop up prompt decisions
need to be taken.
There is a popular misconception that "authority should always be delegated equal to
responsibility". But people with responsibility for coordination and control, usually withhold a
part of the authority and delegate only such authority as is commensurate with responsibility.
How far down to Delegate?
To what levels in a hierarchy can responsibility and authority be delegated? People who do the
work should have the responsibility. Those with responsibility should have commensurate
authority. Taken together, it means that it is necessary to delegate authority to all those who do
the work at the operating levels.
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How to deal with Employee Resistance?
Employee may resist accepting delegated authority for a variety of reasons:
•
lack of proper job information
•
lack of skills, training, supportive tools and equipment or self-confidence
•
uncertain about the authority vis-a-vis responsibility
•
lack of proper reward or sense of personal gain for the individual
•
inertia and avoidance
Managers have the formal authority to direct others, and can invoke reward and punishment
systems to enforce this format authority. But to exercise informal authority to delegate, they
should earn the confidence and respect of their subordinates. To be sure it is imperative that
managers check what their subordinates are capable of doing and remove the aforementioned
inhibiting factors.
16.5 PREREQUISITES FOR EFFECTIVE DELEGATION
Delegation is an art, not a science. It depends on the personality, skills and attitudes concerning
two actors: delegator (one who delegates) and delegatee (one who was delegated). The
following are some of the essential prerequisites for effective delegation.
a) Climate of openness, trust and confidence among employees at all levels and a culture of
team work and cooperation.
b) The two psychological hurdles in delegation, namely lack of faith in the competence of
subordinates and fear that the subordinates may outshine them deter managers from
delegating. The managers should not have any feeling of insecurity that by delegating they
would be making themselves redundant.
c) Goals should be established and made clear: Every person in an organisation should know
what his contribution to the organisation is. In accomplishing his goals, he can formulate
the objectives of delegation too so that delegation is done with a purpose and becomes
effective. The machine operator may not be happy with running the machine. He would be
happy to know how the outcome of his effort contributes to organisational purpose.
d) People who carry out work should have clearly defined responsibility and authority: Job
descriptions or position guides should clearly state the objectives, responsibilities,
relationships and limits of authority of each position. Clear definition of responsibility and
authority at each position eliminates the scope for confusion that duplication and overlap
in entrustment of duties would cause.
e) Motivation is important because the manager who wants to delegate should be able to
motivate people to do what he wants done, willingly and enthusiastically. As Louis Allen
puts it, "Motivation is the moving force in delegation".
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f) Make delegation complete: Delegation is supposed to reduce a manager's workload. But,
if not properly done, it may increase the workload. There are often problems as to whether,
at what stage and how often should the subordinate check back with his boss. The problem
can be resolved if (i) the assignment is clear cut, (ii) subordinate is told how the assignment
will be coordinated and motivated by the boss, (iii) the boss specifies to the subordinate at
what stage, in what form and how often he should provide him with feedback on the
progress and (iv) the boss provides counselling and guidance. Once an assignment is
delegated the boss should intervene only to provide guidance but not withhold his approval
for specific actions involved in completing the task. To delegate complete assignment or
task requires certain sense of faith and self-control on the part of boss in not intervening
but giving counsel and advice. Likewise, the subordinate should exercise discipline in
making choice of a course of action in carrying out the task. Delegating complete tasks
relieves managers from detail and provides opportunities to subordinates to learn to be
independent and feel a sense of fulfilment in work.
g) Train: Managers should help in preparing their subordinates to accept delegation. Such'
need is all the more felt in case of subordinates who show a tendency to depend on the
bosses than be independent. Managers should, therefore, carefully identify the weaknesses;
develop potential and attitudes conducive to accepting and making a success of delegated
authority. Training in delegation should include appraisal of current performance,
counselling for improvement and coaching on the job.
h) Establishment controls: Even after delegation the manager continues to be accountable.
So, there is need for him to control without limiting the effectiveness of delegation. The
more complete is the delegation the more comprehensive should the system of control be.
Self-control is the best in establishing controls for delegation. The person to whom
responsibility and authority are delegated should participate in setting standards that are to
measure his performance so that he can understand and accept them. He should also be able to
measure and evaluate his own performance if the control systems are `auto' and `transparent';
thus, it is easy to achieve control without limiting the effectiveness of delegation.
Activity A
How Well Do You Delegate?
You can get a good idea of whether you are delegating as much as you should by responding
to the following items. Answer as accurately and frankly as possible.
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16.6 CENTRALISATION AND DECENTRALISATION
Centralisation and decentralisation are extensions of delegation. Delegation refers mainly to
entrustment of responsibility and authority from one person to another. Downward transfer of
responsibility and authority at individual level is referred to as delegation and when the same
is done organisation-wide in a systematic way it is known as decentralisation. Decentralisation
refers to systematic delegation of authority in an organisation. An organisation is considered
centralised to the degree that authority is not delegated, but concentrated at higher levels of
management. In juxtaposition, to the degree that authority is delegated, an organisation is
considered decentralised. As Henry Fayol puts it, "Everything that goes to increase the
importance of the subordinate's role is decentralisation, everything which goes to reduce it is
centralisation".
The terms centralisation and decentralisation are meaningful only in a relative sense. No
organisation can operate on a completely decentralised basis since all authority to make
decisions would rest at the lowest managerial levels and make it difficult to achieve
coordination. Similarly, except very small firms, no organisation can be completely centralised.
It is appropriate to recall the experience of two of the largest automobile corporations in the
U.S. The Ford Motor Company, at one time, was said to have suffered due to centralisation
while the General Motors suffered due to decentralisation. This example bears out the
impracticability of complete centralisation or complete decentralisation.
Factors Influencing Centralisation
An organisation or a manager needs to have some reserve authority to integrate the efforts in
an organisation and achieve the desired degree of coordination and control required to
accomplish the specific goals. Centralisation also facilitates personal leadership when the
company is small, to provide for integration and uniformity of action, and to handle
emergencies.
Factors Influencing Decentralisation
Decentralisation becomes important and imperative when an organisation grows bigger. The
main purpose of decentralisation is to ease the burden of top executives. The warning signals
that point to a need for decentralisation can be had from the problems in planning and control
of operations, neglect of proactive strategies in preference to routine fire-fighting operations,
proliferation of personal staff around top executives and mushrooming of committees.
Decentralisation also facilitates diversification and divisionalisation and is in fact a necessary
accompaniment, if not a prerequisite.
Decentralisation also encourages and motivates managers to better performance because it
affords them opportunities to take more important decisions, gives them the flexibility and
autonomy in their functioning.
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How to Decentralise?
Clearly, as organisations grow, expand or diversify, the need for decentralisation increases.
The moot question then is, ‘How to decentralise’?
The first step in decentralisation, though it may sound paradoxical, is centralisation. As in the
case of delegation, here again, there is need for some reserve authority for coordination and
control at the nerve centre of the organisation, i.e., the corporate headquarters. Planning, overall
guidance and direction for each subunit or division or department of the organisation need to
be formulated, coordinated and controlled at the headquarters.
If the organisational activities are somewhat homogeneous (say, confined to one industry such
as automobiles) it is relatively easy to develop sound policies and control systems for all the
decentralised work units or profit centres in the organisation. But when the organisation is
highly diversified and deals in a variety of businesses such as engineering, textiles, tea and
chemicals, it is difficult to develop uniform policies and control systems for all the work units
or profit centres. Thus, the design of the administrative structure should take into account the
needs of the organisation and of its operating units as competitive units in their own markets.
Effective decentralisation requires a balance of the necessary centralisation of planning,
organisation, coordination and control, while decentralised units should be developed as
autonomous business units operating as individual profit centres, with provision for effective
coordination and communication. The central management team should have a wellestablished system for measuring, recording, and reporting operating results.
16.7 COORDINATION
Organising involves not only division of jobs into separate work units through division of
labour, decentralisation and delegation, but also relating the work units-be they divisions or
departments-to ensure that they pull together and work in harmony. Linking or relating various
parts and activities of an organisation to one another is known as coordination. In the smallest
of the smaller organisations where all activities are performed by one or two persons in just
one unit, there is little need for coordination. But as activities spread and organisations grow
large and complex the need for coordination becomes imperative and assumes greater
significance. Lack of coordination is a common complaint against most large organisations.
"The right hand does not know what the left hand is doing" is an oft heard reaction among
employees, customers and suppliers. Lack of coordination results in break-down of operations,
delays, wastages and frustrations.
One example of lack of coordination is the case of an organisation with different divisions
operating on the same site. One of the divisions was found to be auctioning raw materials as
scrap while another had been buying similar materials from the market at a premium. In another
case, while the factory had to cut down production for want of storage space to stock finished
goods at the plant, there was shortage in the market for the same product.

78

Why is Coordination a Problem?
Any organisation will have certain objectives. People are grouped in an organisation, usually,
into separate departments such as production, finance, marketing, personnel, etc. Each
department is allocated different tasks. One deals with production of goods and another deals
with their distribution. One department may plan, a second may develop new products and a
third carries out actual production. There are a number of service functions such as finance,
maintenance, materials, personnel, etc., each with a different task, though all are collectively
directed to accomplish the organisational goals. The process of internal specialisation and task
differentiation grows with the overall size of the organisation. Over the years, modern
organisations acquired centrifugal tendencies, with individuals and departments straining to
pursue different paths toward functional autonomy. As a sequel, loyalty of managers today is
generally more toward their own specialisation or department than to the organisation. Within
the departments there may be a high degree of homogeneity and commitment to the functional
tasks but the more such homogeneity and commitment the greater the problems in achieving
integration between and among departments.
Such problems accumulate and aggravate in situations where allocation of different objectives,
targets and resources to departments caused perceptual difficulties and misunderstanding.
Sometimes the reactive approaches of top management may ' reinforce the centrifugal
tendencies and quest for functional autonomy than promote what is known in current
management literature as "superordinate goals" that promote and preserve awareness of an
overriding organisational objective. For example, in one organisation the Chairman of a
company issued directives to plant managements that they should stop overtime payments with
immediate effect. Three months later, when the Chairman noticed that overtime is still being
paid in some departments, he issued another directive, this time to the finance department, not
to make overtime payments even if the time managers authorise such payments. This new
directive strained the relations between finance and production departments.
When each of the several departments in an organisation have different objectives to follow,
some of them at least may conflict with those of other departments in the day to day operations.
The vigorous pursuit of sectional objectives continues if reward systems encourage such
behaviour.
The conflict between sales and production in a British company with six sales departments and
18 different plants was studied by A.J.M. Sykes and J. Bates. There was constant conflict
between the production side, which wanted to limit the range of products in order to increase
the volume of output for each one and reduce unit costs, and the sales department, which sought
to force production to comply with the consumer's preferences regardless of the merits of
standardisation. Among different sales departments also there was conflict with each
department competing for earliest possible delivery date for its customers disregarding the
system of priorities laid down by the company. The company intended to give priority to export
orders as also to certain large and important customers. The sales clerks had been recruited
from production and they were able to organise preferential treatment for their `own' customers
through informal deals with the production staff.
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To overcome the above problems, the company had set up a Sales Organisation Liaison
Department (SOLD) between sales and production, as shown in Fig. I. SOLD's main functions
were to secure information and production capacity and sales requirements, to formulate a
comprehensive price policy, and to maintain statistics, producing reports for the Chairman and
the Board. Detailed instructions were drawn up for how SOLD was to operate. For instance,
orders to plants are to be allocated based on Plant's capacity to meet delivery schedules as
required by customers. Establishing a new department for coordination and laying down new
procedures helped to achieve inter-departmental coordination.
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16.8 WARNINGS ON INTERDEPARTMENTAL CONFLICT
Common warning signs of interdepartmental conflict include the following:
a) Persistent conflict between departments: When the same matters of conflict keep
recurring between or among departments, conflict becomes embedded and persistent.
If this is not diagnosed and dealt early enough, the departments involved start accepting
it as normal and the outcomes arising out of such conflict tend to he taken for granted.
b) Proliferation of committees: While committees are constituted in organisations to
bring about effective coordination on important issues affecting more than one
department, their proliferation may paradoxically reveal the basic weakness in the
organisation, viz., lack of coordination. Proliferation of coordination committees fudge
inter-departmental disputes and delay the resolution of interdepartmental conflict.
c) Overloading of top management: One common tendency among departmental heads is
to expect the general manager or the chief executive to intervene in matters requiring
coordination between departments. If issues are not resolved often enough by
departmental heads among themselves, the top management will be preoccupied more
with such matters than deal with their main function of policy, planning and
relationships with important constituents outside the organisation. Top management
overload is another sign of inadequate coordination.
d) The ritual of `red tape': Coordination can take place through use of formal procedures.
For example, the procedure may require that the two concerned departments should
consult each other on certain specified matters. But managers may not follow this or
take it seriously. When procedures are not followed or cut short, problems may
aggravate. The purpose of adhering to procedures is not to. perpetuate the red tape as a
ritual. Where procedures are redundant or inappropriate, they need to be modified, than
being ignored.
e) Empire-building: Once coordination is provided at a level higher than the departments,
the persons performing the role of coordinators may like to perpetuate the institution of
coordination and strengthen their role by consciously endeavouring to avoid direct
cooperation and coordination among departments. Where coordination seeks to
monopolise and block initiatives at departmental level to achieve harmony in goals and
actions at peer level, the writing on the wall is clear.
f) Complaints from constituents: Lack of inter-departmental coordination leads to
unsatisfactory performance and affect the quality of service and relations between the
organisation and its constituents like the customers, suppliers, Government etc. When
different departments of an organisation provide conflicting information, it affects the
credibility of the organisation.
A simple exercise which can help to pinpoint the areas of difficulty is to request the managers
and members of the units to complete a form of the kind shown in Figure II. This particular
design was originally developed for use in an investigation of an airlines, and Figure II gives
an example of a completed form in which a respondent has scored the relationships shown.
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In his perception, coordination between Flight operations and In-Flight services is posing
serious problems. The form, however, can be adapted to suit any type of organisation. Analysis
of the response helps to understand where there are shared perceptions and where problems of
coordination exist and whether there is a large measure of agreement across the organisation
on the location of the problematic horizontal working relations. If respondents are also asked
to give examples of the performance problems/failings arising from the lack of coordination,
the data may provide a useful basis to work toward resolving problems and achieving effective
coordination.
Activity B
Adapt the format given in Figure II to suit your organisation. All that you have to do is to
replace the names of operating units in the Figure with those in your organisation. Use the same
pattern for scoring of relationships. Select the statement which you feel is most descriptive of
relations between each of the units, even if you are not directly involved in them.
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16.9 APPROACHES TO COORDINATION
Interdepartmental cooperation and coordination are imperative for the success of any
organisation. Coordination is easy, if the degree of differentiation among different departments
is less. Successful companies evolve effective mechanisms and procedures to strike a balance
between the requisite degree of differentiation and requisite degree of inter-dependence among
departments/functions.
James D. Thompson classified internal interdependence of work units/functions into three
types: Pooled indirect interdependence, sequential (one-way) inter-dependence and reciprocal
(two-way) interdependence as shown in Fig, III.
Pooled Indirect Interdependence is a situation where the activities of different departments or
divisions are not directly dependent on each other. For example, as shown in Fig III the
advertising department is essentially independent from shipping and receiving department. Yet,
they are inter-dependent in the sense that each is part of the same enterprise. Failure of either
could threaten the entire company and thus other departments. Each department makes a
discrete contribution to the organisation and is, in turn, supported by it. The degree of
coordination required here is minimum.
In cases where the outputs from one department become the inputs for the other, sequential
(one-way) interdependence exists. This type of interdependence occurs in process industries.
The example shown in Panel B of Fig. III is that of a brewery. Here greater degree of
coordination is required in the sequence in which the process occurs.
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Reciprocal (two-way) interdependence occurs when output from one becomes input for the
other and vice-versa. Such two-way interdependence occurs between maintenance and
operations units. The example shown here (Panel C of Fig. III) is that of an airline. Here close
coordination is needed because problems in either will be ' quickly felt by the other.
James Thompson lists three main categories of integrative mechanisms to achieve
coordination:
a) Integration through. standardisation. This involves establishing rules or procedures that
channel the actions of each job, holder or department into a direction consistent with
the actions of others.
b) Plans and schedules can be established to integrate the actions of separate units.
Integration through planning is somewhat more flexible than standardisation in that the
plans can be modified quickly.
c) Integration can also occur through "mutual adjustment" This involves transmission of
information directly between people and the mutual adjustment of their actions in the
light of that information.
The traditional bureaucratic approach which is common to most of our organisations relies
heavily on coordination through standardisation and planning. Three mechanisms are available
for the purpose. Firstly, an elaborate system of rules and procedures is worked out to deal with
recurrent problems. Secondly, non-routine problems are handled by referring up to the
hierarchy. Where matters\of policy and procedure require some deliberation, committee
meetings are held. These committee meetings are scheduled at regular intervals in stable
conditions. They ate also held at short notice, if the need arises.
The advantage of a bureaucratic system is that it operates smoothly and effectively in normal
and predictable conditions. But it is inadequate to meet the requirements of an organisation in
an ever changing turbulent environment. Often managers complain, "If we had to go through
the formal channels, we would never be able to get things done on time". This could well be
an exaggeration. Carefully structured bureaucratic systems of formal coordination minimise
the dependence on informal systems. There is need for a balance rather than excessive reliance
on formal or the informal system.
John Child lists the various forms of coordination through lateral relationships as below in
order of increasing sophistication, difficulty in design and overhead cost. Usually managements
adopt the more sophisticated mechanisms as additions to rather than simply substitutes for
those mentioned higher up the list:
a)
b)

Bring about direct contact between managers or employees who share a problem.
If departments are required to have a substantial amount of contact, one or more of their
staff will have special responsibility to liaise with their counterparts in the other
departments.
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c)

d)
e)
f)

g)

In case of special situations or problems where several departments need to conflict
until the matter is resolved, temporary task forces would be set up to deal with it, with
members from those departments.
If such inter-departmental problems recur, permanently constituted task forces or
committees provide the coordination.
If lateral relationships become a problem, a coordinating department such as the SOLD
discussed above may be created to perform the task of coordinating.
Another method of coordination is through creation of product managers in multiproduct organisations with overall, responsibility to coordinate operations required to
market, develop, produce and service a product.
The most elaborate method is to establish a matrix organisation. Here, an attempt is
made to combine integration of personnel within functionally specialised departments
with their integration around a common contribution to products.

Van de Ven et al discuss three principal modes of coordination:
•
Impersonal mode, i.e., coordination through setting programmes and procedures
•
Personal mode, i.e., coordination through feedback
•
Group mode, i.e., committee, task force, meetings, etc.
The choice of the modes is dependent upon conditions of certainty, problems of
interdependence and size of work units (in terms of number employed). As uncertainty
increases, group mode becomes appropriate since coordination requires discussions at lateral
levels in a hierarchy. As inter-dependence increases, there is greater need for personal and
group modes. As the organisation grows large and complex, the structure needs to be more
formal with greater stress on impersonal mode.
Whatever be the approach, wherever the organisation chooses to vest a manager in a
coordination role, it should ensure that he is given proper authority. Only then can the exercise
influence meaningfully over departmental heads. There should be clarity about the role,
responsibilities, authority and accountability. The coordinators should be non-controversial
and acceptable to the departments or groups they are called upon to coordinate. Coordinators
should have the resources and staff.
For effective inter-functional coordination and integration of departments with different goals
and criteria of performance, there is need for a climate of openness and trust, the inter-personal
relationships among employees, and the careful cultivation of open confrontation for resolving
conflict through a process of mutual adjustment than aggression. Before inter-functional
conflict reaches a point where it affects organisational performance, organisations should
initiate such organisation development programmes as would promote teamwork and
cooperation. The people in the organisation need to realise that, "united we stand, divided we
fall". This can occur, not so much by zealously cultivating narrow loyalties to one's function
and specialisation, but by developing superordinate goals for the entire organisation.
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16.10 SUMMARY
We observed that delegation is one of the most important skills a manager must possess. It has
three elements: responsibility, authority and accountability. There is need for balancing formal
and informal delegation and the latter should reinforce the former. The key problems in
delegation include: what, how and how far to delegate? It is important to deal with employee
resistance to delegation through counselling and guidance. We observed the distinction
between delegation, decentralisation and centralisation. We also noted the factors influencing
centralisation and decentralisation and the approach to decentralisation.
In the latter part of the unit, we have examined the problem of inter-functional coordination,
analysed the warning signs of conflict and studied the various approaches to coordination.
16.11 SELF-ASSESSMENT TEST
1.

2.
3.
4.
5.
6.

Prepare a job description for your boss, yourself and your subordinate. See what part of
the job of your boss can be delegated to you and how much of your job you can delegate
to your subordinate. Also discuss the why and how of it.
What are the merits and prerequisites of delegation?
Give an example each to illustrate the following statements: Accountability is
indivisible. Delegation is not the same as decentralisation.
Discuss the importance of coordination. Give one example each (other than those
mentioned in the text) of the three types of internal inter-dependence among work units.
What are the warning signs of lack of coordination? Give one example each.
Give four examples of different forms/modes of coordination.

16.12 KEY WORDS
Accountability: Obligation to account for, and report upon the discharge of responsibility
and/or use of authority.
Authority: Powers and rights entrusted to enable performance of task assigned.
Centralisation: Concentration of authority at higher levels of management.
Coordination: Linking or relating various parts and activities of an organisation to one
another.
Delegation: Entrustment of responsibility and authority from one person to another.
Decentralisation: Systematic delegation of authority in an organisation-wide context.
Profit Centre: A work unit (department or division) which is held accountable for the profit it
earns and the loss it sustains.
Responsibility: Activities which must be performed to carry out the task assigned.
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