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Business Management 

Unit - 1 

Introduction to Management 

Every person has various needs and desires, but no one can meet all their wants alone. To fulfil 

these needs, people come together and work in groups. Since humans are social beings, living 

and working together helps satisfy both economic and social needs. These groups can be 

families, schools, governments, businesses, or even sports teams. 

For these groups to achieve their goals effectively, everyone’s efforts must be coordinated and 

controlled. This process of working with others to achieve results is called management. Just as 

your mind coordinates your actions, management organizes and regulates the activities of 

everyone in a group. 

Management is about getting things done efficiently and effectively. It creates an environment 

where individuals can work together to reach shared goals. It plays a crucial role in modern 

society, helping to organize resources and productive efforts. 

As noted by management expert Peter Drucker, without good management, a country's resources 

stay unused and do not turn into productive outcomes. Management transforms a disorganized 

crowd into a cohesive organization and turns individual efforts into successful performance. It is 

the key to driving economic growth and social development while respecting human dignity. 

MEANING OF MANAGEMENT  

As the term ‘management’ is used in several contexts, it has different meanings to different 

people. Management has three different meanings: 

 Noun: 

 Management refers to the people in charge of running an organization. These people, known as 

managers, have the authority and responsibility to oversee others' work. W.J. Reddin defines a 

manager as someone who holds a formal position in an organization and is responsible for the 

work of at least one other person. The people who report to the manager are called subordinates. 

Process: 

 Management also involves tasks and activities that help run an organization smoothly. This 

includes functions like planning, organizing, staffing, directing, and coordinating. These are the 

steps managers take to ensure that the organization's work is completed efficiently and 

effectively. So, when we talk about management as a process, we mean the actions managers 

perform to get things done. 

 Discipline:  

Management can also refer to a body of knowledge and practice, meaning it is studied as a 

subject or field of learning. In this sense, it becomes a formal, organized discipline, much like 

other academic subjects. Though management is an important field, it is relatively young 

compared to older disciplines like law or medicine. 

                        

EDU COLLEGE OF COMMERCE and SERUMX MANAGMENT 



 

2 
 

EDU SERUMX COLLEGE OF COMMERCE and MANAGMENT 

DEFINITION OF MANAGEMENT 

  Henry L. Sisk: Management is about coordinating all resources (like people, money, and 

equipment) through planning, organizing, directing, and controlling to achieve specific goals. 

  F.W. Taylor: Management is the skill of knowing what needs to be done and making sure it 

is done in the best and most cost-effective way. 

  Henry Fayol: To manage means to forecast (predict the future), plan, organize, give orders, 

coordinate, and control activities. 

  George R. Terry: Management is a process made up of planning, organizing, motivating, 

and controlling to reach goals using people and resources. 

  American Management Association: Management guides human and physical resources 

into organized units that achieve goals, making both the organization and the people involved 

feel accomplished. 

  Peter Drucker: Management has many purposes—managing a business, managing 

managers, and managing workers and their work. 

Nature of Management   

1. Management as an Art: Management involves creativity, intuition, and personal skills, 

just like any art. Managers use their experience and judgment to solve problems and 

make decisions. 

2. Management as a Science: Management also follows certain principles, rules, and 

techniques, like a science. It uses data and analysis to improve decision-making and 

predict outcomes. 

3. Management and Administration: Management is often linked to administration. 

While management focuses on getting things done, administration sets the policies and 

goals for the organization. 

4. Management as a Profession: Management is considered a profession because it 

requires specialized knowledge, skills, and training, similar to fields like law or medicine. 

5. Managerial Skills: Effective management requires specific skills like planning, 

organizing, leading, and controlling. Good managers know how to balance these skills to 

achieve results. 

6. Managerial Style: Different managers have different styles. Some may be more hands-

on, while others delegate tasks. The style a manager uses can affect how well a team 

works together. 

            Characteristics of Management  

1. Management is Goal-Oriented: Management exists to achieve specific goals. It is not 

an end in itself but a way to accomplish objectives. These objectives are usually group or 

organizational goals. The main aim of management is to ensure resources—like people, 

money, and materials—are used efficiently and effectively. The success  
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of management is judged by how well these goals are achieved, which makes 

management focused and purposeful. 

2. Management is an Activity: Management is something you do. It involves planning, 

organizing, leading, and controlling to use resources efficiently. It's not about the people 

themselves but the actions they take. The people who manage are called "managers." 

3.  Management is Multidimensional: Management covers different aspects of a business: 

 Managing work: This includes planning, organizing, and controlling tasks. 

 Managing people: This involves hiring (staffing) and directing them. 

 Managing operations: This includes handling production, sales, and purchasing. 

  4.  Management is a Continuous Process: Management never stops. As long as a group or 

organization has goals to achieve, the cycle of planning, organizing, and controlling continues. 

 5.   Management is Intangible: You can’t see management itself, but you can feel its impact 

through the results it produces. While management is invisible, the managers who carry out its 

tasks are visible. 

6.  Management is Multidisciplinary: Management draws knowledge from many fields, like 

sociology, psychology, economics, and engineering, because it deals with people and dynamic 

situations. 

7 . Management is Dynamic: Management is flexible and changes with time. It adapts to new 

trends, technologies, and societal changes, and it brings in innovations when needed. 

8 . Management has a Hierarchical Structure: In management, there are different levels of 

authority. There’s a top level (leaders), a middle level (managers), and a bottom level 

(employees). Authority and responsibility flow from top to bottom in this chain. 

9. Group Activity: Management involves working with groups, not just individuals. It helps 

people work together toward a common goal. Managers plan, organize, coordinate, direct, and 

control the efforts of a group. 

10.  Management is Universal: Management is needed everywhere, in all kinds of 

organizations—whether it's business, politics, religion, or charity. The tools and techniques of 

management can be used in any situation. 

11.  Separate Identity: Managers are a distinct group of people, different from workers or 

owners. They focus on planning and organizing rather than doing the actual work. In modern 

organizations, labor, management, and capital are seen as separate. 

12.  Management Involves Decision-Making: Making decisions is one of the main jobs of a 

manager. They plan and decide the actions, strategies, and policies for the organization. Peter 

Drucker says, “Whatever a manager does, he does through making decisions.” 
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13. Pervasive at All Levels: Management is needed at every level of an organization—top, 

middle, and lower. Every manager, no matter their level, performs the same basic tasks to get 

things done through others. 

14.  Management is a Social Process: Management is about people. It involves working with 

and for people. It’s a social process because it focuses on relationships and teamwork. A good 

manager leads, rather than just giving orders. 

15.   Management is an Integrative Force: Management brings people and resources together. 

It coordinates individual efforts into a team effort, making the group more effective. It helps 

align personal goals with the goals of the organization. 

 Functions of Management: 

1. Planning: This is the first step where managers decide what needs to be done. They set 

goals and figure out the best way to achieve them. Planning involves thinking ahead and 

creating a strategy. 

2. Organizing: Once the plan is in place, managers organize resources (like people, money, 

and materials) to make the plan happen. They decide who will do what and how the tasks 

will be arranged. 

3. Staffing: This involves hiring the right people for the job. Managers recruit, select, and 

train employees to fill the positions needed to carry out the plan. 

4. Directing: After staffing, managers lead and guide the employees. This includes 

motivating, communicating, and providing instructions to ensure everyone is working 

toward the same goals. 

5. Controlling: This function ensures everything is going according to plan. Managers 

check the progress, measure performance, and make adjustments if necessary to stay on 

track. 

 Basic Functions: 

These are the core tasks that managers do: 

1. Planning: Deciding in advance what needs to be done, setting goals, and creating a 

roadmap to achieve those goals. 

2. Organizing: Arranging resources (like people, money, and equipment) in a way that 

helps achieve the plan. 

3. Staffing: Hiring and placing the right people in the right roles, and making sure they are 

trained and ready to do the job. 

4. Directing: Leading and guiding the team. This includes motivating employees, giving 

instructions, and communicating clearly so everyone knows what to do. 

5. Controlling: Checking if things are going as planned. If something is off track, managers 

take corrective actions to fix it and make sure goals are being met. 
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Dynamic Functions: 

These are more flexible tasks that help managers adapt to changes and keep the organization 

moving forward: 

1. Co-ordinating: Making sure all parts of the organization are working together smoothly, 

so everyone is aligned and working toward the same goals. 

2. Decision Making: Choosing the best actions or solutions from various options. Managers 

make decisions to solve problems and move the organization in the right direction. 

3. Representation: Acting as the face of the organization or team. Managers represent their 

group when dealing with others, whether it's customers, partners, or other departments. 

4. Innovation: Introducing new ideas or methods. Managers encourage innovation to 

improve processes, products, or services. 

5. Administration: Handling the day-to-day tasks like paperwork, policies, and         

procedures to ensure everything runs smoothly. 

     Challenging Functions 

 Challenging Functions of management are the difficult and complex tasks managers face in their 

roles. These require extra effort, flexibility, and problem-solving skills. Here’s a simple 

explanation: 

1. Handling Change: Change is constant, whether it's new technology, market shifts, or 

company growth. Managers must be able to adapt, guide their teams, and adjust plans as 

changes occur. 

2. Problem Solving: Managers often face unexpected issues. They need to quickly find 

solutions, sometimes with limited information, while keeping the organization moving 

forward. 

3. Managing Conflicts: Disagreements can arise between team members, departments, or 

even customers. Managers must mediate and resolve these conflicts to maintain a positive 

and productive work environment. 

4. Balancing Resources: Resources like time, money, and people are often limited. 

Managers have to make tough decisions about how to best use these resources to achieve 

goals without wasting them. 

5. Motivating the Team: Keeping employees motivated and engaged can be challenging, 

especially during tough times. Managers must inspire their teams and create a positive 

work culture. 

6. Making Tough Decisions: Managers often have to make difficult decisions, such as 

budget cuts, layoffs, or changes in direction. These decisions can affect the whole 

organization, so they must be made carefully. 
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Unit – 2 

Planning 

Planning is the process of deciding what you want to achieve and figuring out how to get there. 

It involves: 

1. Setting Goals: Identifying what you want to accomplish. This could be a specific target, 

like increasing sales or launching a new product. 

2. Thinking Ahead: Considering what needs to be done to reach those goals. This means 

figuring out the steps or actions required. 

3. Organizing Resources: Deciding what resources (like people, money, and equipment) 

you will need and how to use them effectively. 

4. Making a Timeline: Establishing a timeline for when things should be done, including 

deadlines for each step. 

In simple terms, planning is about preparing for the future by outlining your goals and creating a 

roadmap to achieve them. It helps ensure that everyone knows what to do and how to work 

together to succeed. 

DEFINITION OF PLANNING: 

Planning is the process of deciding what you want to achieve and how to get there. It involves 

setting goals, figuring out the steps needed to reach those goals, and organizing the resources 

required. In simple terms, planning means making a plan for the future to ensure success. 

NATURE OF PLANNING: 

  Goal-Oriented: Planning always starts with a specific goal or objective in mind. It’s about 

figuring out how to achieve something important. 

  Forward-Looking: Planning focuses on the future. It involves thinking ahead and preparing 

for what’s to come. 

  Decision-Making: Planning involves making choices about what actions to take, what 

resources to use, and how to proceed. 

  Flexible: Good planning allows for changes. Plans need to adapt if circumstances change, 

like new challenges or opportunities. 

  Continuous Process: Planning doesn’t happen just once; it’s ongoing. Managers regularly 

review and update plans as new information becomes available. 

  Involves Alternatives: Planning looks at different ways to achieve a goal. It considers 

multiple options and selects the best one. 
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OBJECTIVE OF PLANNING: 

The objective of planning is to make sure that an organization or individual can achieve their 

goals in the best way possible. Here’s a simple breakdown: 

  Set Clear Goals: The main purpose of planning is to define what needs to be achieved. 

  Efficient Use of Resources: Planning helps use resources like time, money, and people in the 

best way, avoiding waste. 

  Reduce Risks: By thinking ahead, planning helps to identify and prepare for potential 

problems, making it easier to handle challenges. 

  Guide Actions: Planning provides a clear roadmap, so everyone knows what to do and how 

to work together to reach the goal. 

  Encourage Innovation: Planning allows time for new ideas and better ways of doing things 

to be considered. 

TYPES OF PLANS: 
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1. Strategic Plans: These are long-term plans that set the overall direction of the 

organization. They focus on big goals and are usually made by top management. For 

example, a company might plan to expand globally over the next five years. 

2. Tactical Plans: These are short-term, specific plans that help implement the strategic 

plans. They are usually created by middle managers and focus on how to achieve the 

broader strategic goals. For instance, opening a new office in a different country would 

be part of a tactical plan. 

3. Operational Plans: These are very detailed plans about daily activities. Operational 

plans are often short-term, created by lower-level managers, and focus on how to run 

everyday tasks efficiently. 

4. Contingency Plans: These are backup plans that prepare for unexpected events. They 

help the organization respond to potential risks or emergencies. For example, if a key 

supplier fails, a contingency plan outlines what to do next. 

5. Single-Use Plans: These are plans used only once for a specific project or event. Once 

the goal is achieved, the plan is no longer needed. For example, organizing a product 

launch event would need a single-use plan. 

6. Standing Plans: These are ongoing plans that are used repeatedly, like policies or rules. 

They help guide regular activities. For instance, a company's policy on workplace safety 

would be a standing plan. 

PLANNING PROCESS: 

1. Set Goals: First, decide what you want to achieve. This is the main objective of the plan. 

2. Analyze the Situation: Look at where you are now. Understand the current situation, 

challenges, and opportunities. 

3. Identify Resources: Find out what resources (like time, money, people, and equipment) 

you have and what you'll need to achieve the goal. 

4. Develop Alternatives: Think of different ways to reach your goal. Create multiple 

options or strategies. 

5. Choose the Best Option: From the alternatives, pick the best strategy that will help you 

reach the goal most effectively. 

6. Create a Plan: Write down the specific actions, steps, and timeline needed to carry out 

the chosen option. 

7. Implement the Plan: Put the plan into action by assigning tasks and making sure 

everyone knows what to do. 

8. Monitor and Review: Check the progress regularly. If things aren't going as planned, 

make adjustments to stay on track. 

LIMITATIONS OF PLANNING: 

  Time-Consuming: Planning can take a lot of time. Making detailed plans might delay action, 

especially if decisions are needed quickly. 

  Expensive: It often costs money to gather information and resources to create a good plan, 

making it a costly process. 

  Lack of Flexibility: Once a plan is made, it might be hard to change, even if new situations 

arise. Sticking to a rigid plan can limit creativity or adaptation. 
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  Uncertain Future: Plans are based on predictions about the future, but no one can predict 

everything. Unexpected changes, like economic shifts or natural disasters, can make plans less 

useful. 

  Resistance to Change: Employees or teams may resist following new plans, especially if 

they feel uncomfortable with change or if the plan is complex. 

  False Sense of Security: Sometimes, having a plan can make people overconfident, leading 

them to ignore potential risks or problems. 

Forecasting: 

Forecasting is the process of using past and present information to predict what will happen in 

the future. It helps organizations prepare for uncertainties by making educated guesses about 

future events. 

Forecasting relies on assumptions based on the experience, knowledge, and judgment of 

managers. However, if these assumptions are wrong, the forecast can also be inaccurate. 

In short, forecasting is a more advanced form of predicting the future, but it can be affected by 

mistakes in assumptions. 

 

Steps in forecasting: 

 

  Identify the Objective: First, decide what you want to forecast. For example, are you 

predicting future sales, demand, or market trends? 

  Gather Data: Collect past and present data relevant to what you're forecasting. This could 

include historical sales figures, market conditions, or customer trends. 

  Analyze Data: Study the data to find patterns or trends. This helps you understand what has 

happened before and what might happen next. 

  Select a Forecasting Method: Choose the best method to make your forecast. You can use 

methods like statistical tools, expert opinions, or mathematical models, depending on the 

situation. 

  Make Predictions: Using the chosen method, predict what might happen in the future based 

on the data and trends. 

  Review Assumptions: Double-check the assumptions made during the forecasting process. If 

these assumptions are wrong, the forecast might be inaccurate. 

  Monitor and Update: After making the forecast, keep an eye on real-world outcomes. If 

things change, update your forecast to reflect the new data. 
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Aspect Planning Forecasting 

Definition 

Deciding what to do 

and how to do it to 

achieve goals. 

Predicting future events 

based on past and present 

data. 

Purpose 

To set goals and create 

a roadmap to achieve 

them. 

To anticipate future 

trends and uncertainties. 

Focus 
Focuses on actions to 

reach future objectives. 

Focuses on predicting 

future conditions or 

outcomes. 

Scope 

Involves decision-

making, setting 

objectives, and 

allocating resources. 

Involves analyzing data 

to make educated guesses 

about future events. 

Time Frame 
Can be both short-term 

and long-term. 

Typically focuses on 

future trends, usually for 

the long term. 

Nature 

Proactive – It creates 

steps to shape the 

future. 

Reactive – It predicts 

what may happen in the 

future. 

Dependency 

Relies on forecasting to 

gather information for 

making decisions. 

Independent, but it helps 

improve planning by 

providing future insights. 

Example 

Creating a business 

strategy to expand into 

a new market. 

Predicting next year's 

sales based on previous 

sales data and trends. 

Decision Making is the process of choosing one option from a set of possibilities. It involves 

evaluating different choices and selecting the one that best meets your needs or goals. 

In simple terms, it's like picking what to eat for dinner: you think about what you like, what you 

have at home, and then choose a dish. Decision making can be used in everyday situations, like 

planning your day, or in bigger contexts, like making business choices or solving problems. 

Definition: 

George Terry : -Decision making is the selection based on some criteria from two or more 

alternatives. 

 Heinz Weihrick and Harold Koontz :-  

Decision making is defined as the selection of a course of action among alternatives, it is the care 

of planning. 

 

Nature Or Characteristics of Decision Making : 

  Goal-Oriented: Decision making is focused on achieving a specific goal or outcome. You 

make decisions to solve problems or reach objectives. 
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  Involves Choices: It requires selecting from different options. Each option can have different 

outcomes, so you need to think carefully about what to choose. 

  Requires Information: Good decisions are based on information. You gather facts, data, and 

experiences to help you make the best choice. 

  Involves Evaluation: You consider the pros and cons of each option. This means weighing 

the advantages and disadvantages to see which choice is better. 

  May Involve Risk: Every decision comes with some level of uncertainty. You might not 

know what will happen after you make a choice, so you have to accept that risk. 

  Can Be Simple or Complex: Some decisions are easy and quick, like choosing what to wear. 

Others are more complicated, like deciding on a career path, which may take more time and 

thought. 

  Influenced by Emotions: Feelings can affect decisions. Sometimes, people choose based on 

their emotions rather than logic. 

  Can Be Individual or Group: Decisions can be made by one person or by a group of people 

working together. Group decisions might involve discussions and debates. 

Importance of decision‐making : 

  Achieving Goals: Making good decisions helps you reach your personal and professional 

goals. Whether it’s choosing a career, planning your day, or setting life goals, decisions guide 

your actions. 

  Problem Solving: When faced with challenges, decision-making helps you find solutions. It 

allows you to evaluate different ways to tackle a problem and choose the best one. 

  Resource Management: Good decisions help you use your resources, like time, money, and 

energy, effectively. This means you can get the most out of what you have. 

  Building Confidence: Making decisions boosts your confidence. The more you practice 

decision-making, the better you become at it, which can lead to more successful outcomes. 

  Influencing Others: Decisions can impact other people. In groups or teams, your choices can 

affect how others feel or what they do, so making thoughtful decisions is crucial. 

  Adaptability: Decision-making allows you to adapt to changes. Life is unpredictable, and 

being able to make quick decisions helps you navigate new situations. 

  Creating Opportunities: Good decisions can open doors to new opportunities, like job offers 

or personal growth. They help you recognize and take advantage of possibilities. 

  Reducing Stress: When you have a clear decision-making process, it can reduce anxiety and 

stress. Knowing you have a plan can make difficult situations feel more manageable. 
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Types of Decisions 

| 

--------------------------------- 

|                               | 

Major Decisions                 Minor Decisions 

|                               | 

----------------------         ----------------------- 

|          |          |         |           |          | 

Strategic  Tactical  Operational  Routine   Urgent    Important 

Decisions  Decisions  Decisions   Decisions   Decisions   Decisions 

Explanation of Each Type: 

1. Major Decisions: These are significant choices that can have a large impact on your life 

or organization. They often involve long-term planning and resource allocation. 

o Strategic Decisions: Focus on long-term goals and overall direction (e.g., 

choosing to enter a new market). 

o Tactical Decisions: Shorter-term decisions that support strategic goals (e.g., 

marketing strategies to achieve sales targets). 

o Operational Decisions: Day-to-day decisions that keep the organization running 

smoothly (e.g., scheduling shifts for employees). 

2. Minor Decisions: These are less critical choices that often have a small impact and can 

be made quickly. 

o Routine Decisions: Regular choices made often and usually based on established 

procedures (e.g., what to eat for lunch). 

o Urgent Decisions: Choices that require immediate action (e.g., responding to a 

customer complaint). 

o Important Decisions: While they may not be major, these decisions still carry 

significant weight (e.g., choosing a new supplier). 

Steps of decision making 

  Identify the Problem: Recognize that there is a decision to be made or a problem to solve. 

Clearly define what the issue is. 

  Gather Information: Collect relevant data and information related to the problem. This can 

include facts, opinions, and possible options. 
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  Identify Alternatives: List different options or solutions available. Think creatively about all 

the possible choices. 

  Evaluate Alternatives: Analyze each option by considering the pros and cons. Think about 

the possible outcomes and how each choice aligns with your goals. 

  Make a Decision: Choose the option that seems the best based on your evaluation. This is the 

step where you commit to a specific course of action. 

  Implement the Decision: Put your chosen option into action. This may involve planning, 

organizing resources, and communicating with others who need to be involved. 

  Review the Decision: After implementing the decision, assess the results. Ask yourself if the 

decision worked as expected or if it needs adjustments. 

  Learn from the Experience: Reflect on the decision-making process. Consider what went 

well and what could be improved for future decisions. 

Management by Objectives (MBO) is a management strategy where managers and employees 

work together to set specific goals and objectives for an organization. Here’s a simple 

breakdown of how it works: 

Key Concepts of MBO: 

1. Goal Setting: The first step is to define clear, measurable goals for the organization. 

These goals should be specific, achievable, and relevant to the company’s mission.  

2. Involvement: Employees at all levels are involved in the goal-setting process. This 

means that everyone has a say in what they want to achieve, which can lead to greater 

motivation and commitment. 

3. Action Plans: After setting goals, employees create action plans outlining how they will 

achieve these objectives. This includes the steps they need to take, the resources required, 

and deadlines. 

4. Monitoring Progress: Regular check-ins are important to see how well everyone is 

doing toward achieving the goals. Managers and employees review progress and make 

adjustments if necessary. 

5. Evaluation: At the end of the period (usually annually or quarterly), managers evaluate 

how well the objectives were met. They look at both the outcomes and the processes. 

6. Feedback and Recognition: After evaluation, feedback is given to employees. If goals 

are met, employees may receive recognition or rewards. This feedback helps employees 

understand their performance and areas for improvement. 

Benefits of MBO: 

 Clarity: Everyone knows what the goals are, which helps to align individual efforts with 

organizational objectives. 

 Motivation: Involving employees in the goal-setting process can increase their 

motivation and commitment to achieving those goals. 
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 Accountability: Each person is responsible for their part in reaching the goals, which 

encourages accountability. 

 Performance Measurement: MBO provides a clear way to measure success based on 

the objectives set at the beginning. 

Simple Example: 

Imagine a sales team that sets a goal to increase sales by 20% over the next year. The team 

works together to create a plan, like improving customer service or launching a new marketing 

campaign. They check in regularly to see how they’re doing and make adjustments if needed. At 

the end of the year, they review the results and see if they reached their goal, celebrating 

successes along the way. 

Need for Management by Objectives (MBO) arises from several important factors that help 

organizations function effectively. Here’s a simple explanation of why MBO is beneficial: 

1. Clarity of Goals: 

 MBO helps everyone in the organization understand the goals and what is expected of 

them. This clarity reduces confusion and aligns efforts towards common objectives. 

2. Motivation: 

 Involving employees in setting their own goals can boost their motivation. When people 

have a say in what they need to achieve, they feel more engaged and committed to their 

work. 

3. Improved Performance: 

 MBO encourages individuals and teams to focus on results. With clear objectives, 

employees are more likely to work efficiently and effectively to achieve those goals. 

4. Better Communication: 

 MBO promotes open communication between managers and employees. Regular check-

ins and feedback sessions help everyone stay on the same page and address any issues 

promptly. 

5. Accountability: 

 When employees know their specific objectives, they take ownership of their tasks. This 

sense of accountability can lead to higher productivity and better outcomes. 
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6. Measurement of Success: 

 MBO provides a framework for measuring performance. By setting specific, measurable 

goals, organizations can evaluate progress and determine whether objectives have been 

met. 

7. Adaptability: 

 Regular reviews allow organizations to adjust goals and strategies as needed. This 

flexibility helps them respond to changes in the market or internal challenges. 

8. Resource Allocation: 

 MBO helps in effectively allocating resources, including time, money, and manpower. 

By focusing on key objectives, organizations can ensure that resources are used 

efficiently. 

Example: 

Think of a school that wants to improve student performance. By implementing MBO, teachers 

and administrators set specific goals for student achievement. They involve teachers in the 

process, which motivates them to develop new teaching strategies. Regular meetings help track 

progress, and adjustments can be made if certain strategies aren’t working. This approach leads 

to better outcomes for students and a more positive school environment. 

Management by Objectives (MBO) 

Goal Setting: 

 MBO starts with clear, specific goals that everyone in the organization understands. 

These goals are often measurable, making it easy to see if they are achieved. 

2. Participative Approach: 

 Employees are actively involved in setting their own objectives. This participation helps 

them feel more committed and motivated to achieve the goals. 

3. Alignment: 

 The goals set at different levels (individual, team, and organization) are aligned. This 

means that everyone is working towards the same overall objectives, creating unity in the 

organization. 

4. Action Plans: 

 After setting goals, employees create action plans that outline how they will achieve 

these goals. This includes specific steps, resources needed, and deadlines. 
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5. Regular Monitoring: 

 Progress is regularly checked through meetings or reports. This ongoing monitoring helps 

identify any issues early on, so adjustments can be made if necessary. 

6. Performance Evaluation: 

 At the end of a set period, managers evaluate how well employees have met their 

objectives. This evaluation is based on the goals set at the beginning, providing a clear 

basis for assessment. 

7. Feedback and Recognition: 

 Employees receive feedback on their performance. If they meet or exceed their goals, 

they may receive recognition or rewards, which can further boost motivation. 

8. Flexibility: 

 MBO allows for changes to be made. If circumstances change, goals and plans can be 

adjusted to ensure they remain relevant and achievable. 

Example: 

Imagine a team at a software company that wants to launch a new app. They set specific goals, 

like completing development in three months and getting 1,000 users in the first month after 

launch. The team member’s work together to create a plan, regularly check their progress, and 

adjust their strategies as needed. At the end, they evaluate their success based on the goals they 

set. 

Benefits of MBO 

1. Clear Goals: 

 MBO helps everyone in the organization know exactly what the goals are. When goals 

are clear, it reduces confusion and helps employees focus on what they need to achieve. 

2. Increased Motivation: 

 When employees participate in setting their own goals, they feel more involved and 

motivated to reach them. This sense of ownership encourages them to work harder. 

3. Better Communication: 

 MBO promotes open dialogue between managers and employees. Regular check-ins and 

discussions about goals help everyone stay aligned and address any issues quickly. 
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4. Improved Performance: 

 With specific objectives to aim for, employees are likely to perform better. MBO 

encourages a results-oriented culture, leading to higher productivity. 

5. Accountability: 

 Employees take responsibility for their own goals. This accountability means that 

everyone knows what they need to do, which can lead to better outcomes. 

6. Effective Measurement: 

 MBO allows for clear evaluation of performance. By setting measurable goals, 

organizations can easily assess progress and determine if objectives are met. 

7. Flexibility: 

 MBO allows for adjustments to be made along the way. If goals need to change due to 

new circumstances, the organization can adapt quickly. 

8. Personal Development: 

 Employees often develop new skills and abilities while working towards their goals. 

MBO encourages learning and growth, which benefits both employees and the 

organization. 

Example: 

Consider a marketing team that sets a goal to increase website traffic by 30% over six months. 

With MBO, team members help set this goal, plan strategies, and regularly check their progress. 

As they see results, their motivation increases, and they feel proud of their contributions. At the 

end of six months, they measure their success and celebrate reaching their goal. 

Drawbacks of MBO:- 

Time-Consuming: 

 Setting up MBO can take a lot of time. Involving everyone in the goal-setting process 

and planning can slow things down, especially in large organizations. 

2. Overemphasis on Goals: 

 Sometimes, focusing too much on meeting specific goals can lead to neglecting other 

important aspects of work, like teamwork and creativity. Employees might prioritize goal 

achievement over quality. 
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3. Rigidity: 

 If goals are set too strictly, it can make the organization less flexible. If circumstances 

change, it might be hard to adjust goals without feeling like they’ve failed. 

4. Stress and Pressure: 

 The pressure to meet specific objectives can lead to stress among employees. If goals are 

too ambitious or unrealistic, it can result in burnout and dissatisfaction. 

5. Short-Term Focus: 

 MBO can sometimes encourage a focus on short-term results rather than long-term 

growth and sustainability. Employees might prioritize immediate goals over broader, 

long-term strategies. 

6. Inconsistent Evaluation: 

 Evaluating performance based solely on specific goals can be unfair. It may overlook 

other important contributions that employees make, leading to frustration. 

7. Potential for Dishonesty: 

 In some cases, employees might feel tempted to manipulate results to meet goals. This 

can lead to dishonesty and compromise the integrity of the evaluation process. 

8. Not Suitable for All Situations: 

 MBO may not work well in every environment, especially in creative or dynamic fields 

where flexibility and innovation are more important than rigid goal-setting. 

Example: 

Imagine a sales team that has a goal to sell a specific number of products each month. If they are 

overly focused on meeting that number, they might rush through sales, ignore customer service, 

or pressure clients into buying, which could hurt the company’s reputation in the long run. 
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Process of MBO 

 

 

Organizational Goals: 

 Definition: Organizational goals are the key objectives that a company aims to achieve to 

be successful. They are important for making the organization effective. 

 Purpose: Goals serve various purposes, such as providing direction, motivating 

employees, and measuring success. 

 Types of Goals: Organizations can have different types of goals, like financial goals 

(increasing profits), operational goals (improving efficiency), and employee-related goals 

(enhancing skills). 

 Management Involvement: Different levels of managers are involved in setting these 

goals. Top managers create preliminary goals based on their analysis of what can 

realistically be achieved in a specific timeframe. 

2. Employee Objectives: 

 Definition: Employee objectives are the specific goals that individual employees set, 

which align with the broader organizational goals. 
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 Process: Once managers communicate the general goals and strategies of the 

organization, they work with employees to set their individual objectives. 

 Discussion: Managers ask employees what goals they think they can achieve, how long it 

will take, and what resources they need. This collaborative discussion helps ensure that 

the goals are realistic and feasible for both the employee and the organization. 

3. Continuous Monitoring of Performance and Progress: 

 Importance: Monitoring performance and progress is crucial to ensure that both 

managers and employees are effective in achieving their goals. 

 Methods: 

1. Identify Ineffective Programs: Compare actual performance with the goals set 

to find out what isn’t working. 

2. Zero-Based Budgeting: Start from scratch with budgeting each period, ensuring 

that every expense is justified. 

3. MBO Concepts for Measurement: Use Management by Objectives (MBO) to 

evaluate individual and team plans against set goals. 

4. Set Long and Short-Term Objectives: Create both immediate and future goals 

to guide the organization. 

5. Effective Controls: Install systems that help keep track of progress and ensure 

that goals are being met. 

6. Organizational Structure: Design a clear structure that defines responsibilities 

and decision-making authority, so everyone knows their role in achieving the 

goals. 

 4. Performance Evaluation in MBO 

Definition: Performance evaluation in the Management by Objectives (MBO) process is a way 

to assess how well employees have met their goals. 

 

Key Points: 

1. Participation: Performance reviews involve the managers who are directly responsible 

for the employees. This means that the people who understand the employees' work best 

are part of the evaluation process. 

2. Goal Review: During the evaluation, managers look at the specific goals that were set for 

the employee. They check if these goals were achieved and how effectively they were 

met. 

3. Feedback: Managers provide feedback to employees about their performance. This 

feedback helps employees understand what they did well and what areas they need to 

improve. 

4. Open Discussion: The evaluation process is usually a conversation. Employees can 

discuss their perspectives, share challenges they faced, and suggest ways to improve. 

5. Future Planning: Based on the evaluation, managers and employees can set new goals 

for the next period. This helps keep everyone focused on continuous improvement and 

development. 
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5. Providing Feedback in MBO 

1. Continuous Feedback: In the Management by Objectives (MBO) process, it's important 

for employees to receive ongoing feedback about their performance and goals. This 

feedback helps them understand how they are doing and allows them to make 

adjustments as needed. 

2. Self-Monitoring: With continuous feedback, individuals can track their own progress 

and correct any mistakes. This helps them stay on the right path to achieving their goals. 

3. Formal Appraisal Meetings: In addition to regular feedback, there are formal meetings 

held periodically. During these meetings, managers and employees sit down together to 

discuss how well goals are being met and review progress. 

4. Further Feedback: These appraisal meetings lead to more feedback. Employees can 

hear about their strengths and areas for improvement, which helps them grow and 

succeed. 

Performance Appraisal 

1. Definition: A performance appraisal is a regular review of how well an employee is 

doing their job. It’s an essential part of the MBO process. 

2. Timing: Performance appraisals typically happen at the end of the evaluation period (like 

annually or semi-annually). 

3. Purpose: The purpose of performance appraisals is to assess employee performance 

based on the goals that were set earlier. It helps in understanding whether employees 

have achieved their objectives. 

4. Outcome: The results of the performance appraisal can lead to decisions about 

promotions, raises, or additional training. They also help in setting new goals for the 

future. 

Strategy 

      Definition: A strategy is a plan or approach that an individual or organization uses to   

achieve specific goals or objectives. It outlines how to get from where you are now to where you 

want to be. 

Key Points: 

1. Purpose: The main purpose of a strategy is to provide direction. It helps in deciding what 

actions to take to reach a desired outcome. 

2. Long-Term Focus: Strategies are usually designed for the long term. They consider not 

just immediate goals but also the future direction of an organization or individual. 

3. Resource Allocation: A good strategy considers how to use resources effectively. This 

includes time, money, and people. It ensures that resources are used wisely to achieve 

goals. 

4. Flexibility: While strategies are planned, they may need to change based on new 

information or circumstances. A good strategy is adaptable. 

5. Examples: 

o Business Strategy: A company might have a strategy to increase its market share 

by improving customer service and marketing. 
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o Personal Strategy: An individual might create a strategy to save money for a 

vacation by budgeting and cutting unnecessary expenses. 

Features of Strategy 

  Goal-Oriented: 

 A strategy is designed to achieve specific goals or objectives. It provides a clear direction 

on what the organization or individual wants to accomplish. 

  Long-Term Perspective: 

 Strategies are usually focused on the long term. They consider future possibilities and 

how to position oneself for success over time, rather than just immediate results. 

  Comprehensive: 

 A good strategy takes into account various factors that can affect success, including 

internal capabilities and external conditions. It covers all aspects of an organization or 

situation. 

  Resource Allocation: 

 Strategies involve making decisions about how to use resources (like time, money, and 

personnel) effectively. It ensures that resources are directed toward achieving the set 

goals. 

  Flexibility: 

 While a strategy provides a plan, it must also be adaptable. As circumstances change, the 

strategy may need to be adjusted to stay relevant and effective. 

  Involves Decision-Making: 

 Creating a strategy involves making important decisions about the best course of action. 

It requires analyzing options and choosing the most effective paths to achieve goals. 

  Coordination: 

 A strategy requires coordination among different parts of an organization. Everyone 

needs to work together toward the same goals, ensuring that efforts are aligned. 

  Implementation: 

 A strategy is not just a plan; it also involves execution. This means putting the strategy 

into action through specific tasks and activities. 
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Importance of Strategy 

  Evaluation: 

 After implementing a strategy, it’s important to monitor and evaluate its effectiveness. 

This helps in understanding what is working and what needs to be changed. 

  Provides Direction: 

 A strategy gives clear guidance on what an organization or individual needs to do to 

achieve their goals. It helps everyone understand the overall vision and mission. 

  Focuses Efforts: 

 By having a strategy, resources (like time and money) can be directed toward specific 

goals. This helps avoid wasting efforts on activities that don’t contribute to success. 

  Improves Decision-Making: 

 A well-defined strategy helps in making informed decisions. It provides a framework for 

choosing the best actions based on the set goals. 

  Enhances Coordination: 

 A strategy encourages teamwork and coordination among different parts of an 

organization. When everyone understands the strategy, they can work together more 

effectively. 

  Anticipates Changes: 

 A good strategy takes into account potential changes in the environment, like market 

trends or competition. This helps organizations be prepared and adapt when necessary. 

  Increases Efficiency: 

 With a clear strategy, processes can be streamlined, leading to better use of resources and 

improved efficiency. This means getting more done with less effort. 

  Supports Growth and Success: 

 Strategies help organizations identify opportunities for growth. By following a well-

thought-out strategy, they can expand and achieve greater success. 

  Facilitates Evaluation: 

 Having a strategy makes it easier to measure progress. Organizations can track whether 

they are meeting their goals and make adjustments as needed. 
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  Builds Competitive Advantage: 

 A strong strategy helps organizations stand out in a competitive market. It allows them to 

differentiate themselves from others and attract customers. 

Essentials of a Sound Strategy 

  Clear Objectives: 

 A good strategy has specific, clear goals. Everyone should know what they are working 

toward, making it easier to stay focused. 

  Realistic Assessment: 

 It’s important to understand the current situation, including strengths, weaknesses, 

opportunities, and threats (often called a SWOT analysis). This helps in creating a 

strategy that is realistic and achievable. 

  Flexibility: 

 A sound strategy should be adaptable. It should allow for changes if new information or 

circumstances arise, helping organizations respond effectively. 

  Resource Allocation: 

 A good strategy includes a plan for how to use resources like time, money, and people. It 

ensures that resources are directed toward achieving the set goals. 

  Effective Communication: 

 It’s essential to communicate the strategy clearly to everyone involved. When everyone 

understands the plan, they can work together more effectively. 

  Implementation Plan: 

 A strategy should have a clear plan for how it will be put into action. This includes 

specific steps, timelines, and responsibilities for team members. 

  Monitoring and Evaluation: 

 A sound strategy includes ways to measure progress and success. Regularly checking 

how things are going helps in making adjustments as needed. 

  Involvement of Stakeholders: 

 It’s important to involve key people (like managers, employees, and stakeholders) in the 

strategy development process. Their input can provide valuable insights and increase 

commitment. 
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  Competitive Awareness: 

 A good strategy should consider what competitors are doing. Understanding the 

competitive landscape helps in making informed decisions and finding ways to stand out. 

Types of Strategy: 

Strategies may be classified into the following categories: 

 1. Stability strategy,  

2. Growth strategy,  

3. Retrenchment strategy, and 

 4. Combination strategy 

1. Stability Strategy: 

o Definition: A stability strategy is when a company focuses on maintaining its 

current position and performance without making major changes. 

o Purpose: The goal is to keep things steady and stable, especially when the 

company is doing well and doesn’t need to grow or change rapidly. 

o Example: A business that is already successful may continue with the same 

products and markets without expanding. 

2. Growth Strategy: 

o Definition: A growth strategy is when a company aims to expand its operations, 

market, or product range to increase its overall size and success. 

o Purpose: The goal is to grow the business by entering new markets, launching 

new products, or acquiring other companies. 

o Example: A company might open new branches, introduce new services, or enter 

international markets to grow its business. 

3. Retrenchment Strategy: 

o Definition: A retrenchment strategy is when a company reduces its operations to 

cut costs and improve efficiency. 

o Purpose: This strategy is used when a company is facing difficulties or losing 

money, and needs to downsize or eliminate unprofitable parts of the business. 

o Example: A company may close down unprofitable divisions, reduce its 

workforce, or sell off assets to save money. 

4. Combination Strategy: 

o Definition: A combination strategy is when a company uses a mix of the other 

strategies (stability, growth, and retrenchment) at the same time. 

o Purpose: This strategy allows a company to adapt to different parts of its business 

by growing in some areas, stabilizing others, and cutting back in parts that aren’t 

doing well. 

o Example: A company may decide to expand into new markets (growth), maintain 

its current operations in stable areas (stability), and close down underperforming 

branches (retrenchment) all at once. 
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Summary: 

In simple terms: 

 Stability strategy focuses on keeping things steady. 

 Growth strategy aims to expand the business. 

 Retrenchment strategy cuts back to save costs. 

 Combination strategy mixes these approaches to fit different parts of the business. 

Implementation of Strategies:  

 Implementation of strategy is the process through which a chosen strategy is put into action. 

It involves the design and management of systems, it achieve the best integration of people, 

structure, processes and resources in achieving organisational objectives. 

Important factors in strategy implementation are given below: 

1. Institution of Strategy: 

 Definition: This means putting the strategy into action by making sure everyone in the 

organization knows the plan and their role in it. 

 Importance: It’s about making the strategy part of the daily operations, so everyone 

works toward the same goals. 

2. Setting Proper Organizational Climate: 

 Definition: This involves creating a positive work environment where employees feel 

motivated and supported to achieve the strategy. 

 Importance: A good organizational climate encourages teamwork, communication, and 

a shared commitment to the strategy’s success. 

3. Developing Appropriate Operating Plans: 

 Definition: These are detailed, smaller plans that break the big strategy into specific 

actions, tasks, and timelines. 

 Importance: Operating plans guide employees on how to implement the strategy in their 

daily work, ensuring everyone knows what to do. 

4. Developing Appropriate Organizational Structure: 

 Definition: This refers to organizing the company’s departments, roles, and 

responsibilities in a way that supports the strategy. 

 Importance: Having the right structure helps ensure that tasks are divided properly and 

that people can work efficiently toward the strategic goals. 
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5. Periodic Review of Strategy: 

 Definition: Regularly checking how well the strategy is working and making changes if 

necessary. 

 Importance: This helps the organization stay on track and adapt the strategy if the 

situation changes or if goals aren’t being met. 

Summary: 

In simple terms: 

 Institution of Strategy means making the strategy part of everyday work. 

 Setting Proper Organizational Climate creates a positive environment for success. 

 Developing Operating Plans breaks the strategy into specific actions. 

 Developing Organizational Structure ensures roles and departments are aligned with 

the strategy. 

 Periodic Review checks if the strategy is working and allows for adjustments when 

needed. 
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Unit – 3 

Introduction 

The term‘organization’isusedinmanyways.Itmeans differentthings to different people. 

Currently, the following uses of the term are popular:  

 A group of people united by a common purpose.  

 An entity, an ongoing business unit engaged in utilizing resources to create a result.  

 A structure of relationships between various positions in an enterprise.  

 A process by which employees, facilities and tasks are related to each other, with a 

view to achieve specific goals.  

The dynamic interpretation of the term organization as a process is used in this unit. 

       Organizing 

          After the objective of enterprise are determined and the plans and policies formulated for 

the achievement of this objective. Next step is to organize. It means to make arrangement of the 

things, which are required to achieve the plans. 

Definition of Organization 

An organization is a group of people working together in a structured way to achieve specific 

goals or objectives. It involves assigning tasks, responsibilities, and resources to people in order 

to get work done efficiently. 

Key Points: 

1. Purpose: The main goal of an organization is to achieve a shared objective, like running 

a business, providing services, or completing a project. 

2. Structure: Organizations have a clear structure, with different roles and departments to 

ensure that tasks are organized and responsibilities are clear. 

3. Coordination: People in an organization work together, coordinate their efforts, and 

share resources to achieve common goals. 

According to Robins, “Organizing means determining what task are to be done, who is to do 

them, how tasks are to be grouped, who is to do them, who reports to whom and where decisions 

are to be made” 
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Characteristics & Elements of Organization 

 

1. Group of Persons  

2. Departmentalization  

3. Hierarchy of Authority  

4. Common goals  

5. Division of Labor  

6. Resources  

7. Co-ordination of activities  

8. Co-operative efforts 

 9. Communication 
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Organization can be of two types : formal and informal – 

Type of 

Organization 
Formal Organization Informal Organization 

Definition 

A structured, official 

organization where roles, 

responsibilities, and rules 

are clearly defined. 

A natural, unofficial 

organization formed 

through personal 

relationships and social 

interactions among 

employees. 

Purpose 

Achieves specific goals by 

following established 

policies and procedures. 

Provides social and 

emotional support to 

employees; forms 

naturally within the 

formal organization. 

Structure 

Hierarchical with clear 

authority and reporting 

lines. 

No official structure; 

based on personal 

relationships and 

communication. 

Leadership 

Appointed by the 

organization (e.g., 

managers, supervisors). 

Emerges naturally from 

within the group (e.g., a 

respected or influential 

employee). 

Communication 

Follows official channels 

(emails, meetings, 

reports). 

Informal 

communication, like 

casual conversations or 

social media. 

Examples 

A company's 

organizational chart 

showing departments and 

roles. 

Employees chatting 

during lunch or forming 

a support group outside 

of work. 

Decision-

Making 

Formal processes, such as 

meetings and approvals 

from higher-ups. 

Decisions are made 

through personal 

influence and group 

consensus. 

Flexibility 
Less flexible, bound by 

rules and procedures. 

More flexible, adapts to 

changing personal 

relationships. 
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Significance of Organizing 

 

1. The organizing defines every employee’s task, duties, responsibilities and goals  

2. It establishes the authority, responsibility relationship for cooperative and coordinated 

efforts. 3. It provides a framework of decision making  

4. It creates a network of communication for the purpose of achieving the enterprise 

objectives with optimum efficiency and effectiveness.  

5. It facilitates administration  

6. Facilitates growth diversification. 
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Process of Organizing 

 

 Identifying the work: We organize to achieve objectives. So, it is essential to identify 

the total work necessary to achieve the goals. The work must be classified in a 

systematic way so that each person in the organization gets a separate and distinct 

task. Work must be divided and distributed because no one can handle the total work 

in an organization single handled. 

 Grouping the work: Division of work creates the need for coordination. In order to 

provide for a smooth flow of work all closely related and similar activities must be 

grouped together. Thus, departments and divisions are crated under the direction of a 

manger. 

   Establishing relationships: In order to secure compliance to organizational 

directives, reporting relationships must be specified. Once formal relationships are 

established, it would help individuals know what must be done, how it must be done, 

to whom the matters must be referred and how particular jobs related to one another, 

etc.  

  Delegating authority: Authority is the right to act, to issue orders and exact 

obedience from others. Without authority, a manager may not be able to perform the 

tasks with confidence and show results.  

 Providing for coordination and control: The interrelationships between various 

positions must be specified clearly. The activities and efforts of various individuals 

must be coordinated. The performance must be measured, evaluated and controlled at 

frequent intervals. If deviations occur, they must be spotted early and appropriate 

remedial steps taken immediately. 
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Principles of organizing 

Peter Drucker advances the following principle for designing the organization. The 

principles are as follows – 

Key Points for Organizational Effectiveness: 

1. Clarity: 

o Explanation: Everyone in the organization should know their role, 

responsibilities, and how they fit into the overall system. Clear communication 

ensures that each person understands what they need to do and how they rely on 

others. 

o Example: A manager knows what tasks their team handles, and employees know 

who to report to. 

2. Economy: 

o Explanation: Employees should feel encouraged to take responsibility and make 

decisions without needing constant supervision. This helps in efficient 

functioning with minimal control. 

o Example: A manager allows employees to take the initiative and solve problems 

independently. 

3. Direction of Vision: 

o Explanation: The focus of all communication and interactions should be on 

achieving the organization’s goals, not just individual tasks. Employees should 

align their personal goals with the organization’s objectives. 

o Example: A team works not just to complete their tasks but to contribute to the 

company’s success. 

4. Understanding One’s Own Task and Common Task: 

o Explanation: Employees should understand both their individual tasks and how 

they contribute to the organization’s overall goals. Open communication ensures 

that everyone knows the common purpose. 

o Example: An employee understands how their work impacts other departments 

and the company as a whole. 

5. Decision-Making: 

o Explanation: Decisions should be made at the appropriate level within the 

organization. Each level should have the authority to make decisions that affect its 

area of responsibility. 

o Example: A team leader makes decisions about day-to-day operations without 

needing approval from top management. 

6. Stability & Adaptability: 

o Explanation: The organization needs to be stable to plan and introduce changes 

effectively. However, it should also be flexible enough to adapt to new situations 

and challenges. 

o Example: A company that is steady but can quickly adapt to market changes. 

7. Perpetuation and Self-Renewal: 

o Explanation: An organization should continuously renew itself by encouraging 

learning, innovation, and the introduction of new ideas. Employees should be 

motivated to grow and contribute to the organization’s long-term success. 
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o Example: A company regularly updates its processes and encourages employees 

to learn new skills. 

Organization Structures 

Organization structure is the way work is divided among units of the organization. It is 

concerned with the establishment of positions and authority relationships. It is the framework 

within which managerial and operating tasks are performed. 

“Organization structure is a set of formalized tasks assigned to individual and work units, formal 

reporting relationships and the development of integration system.” 

There are various Structures for the organization. As per the suitability of the organization they 

have to select the appropriate structure for the organization: 

Line Organization 

Line Organization is the oldest and simplest form of organization structure, also called military 

organization because of its strict chain of command. 

Key Features: 

1. Direct Authority Flow: Authority flows directly from the top level (like the board of 

directors) down to the lowest level (like supervisors) in a straight line. This means that 

each employee reports to one manager, and that manager reports to another higher 

manager, and so on. 

2. Responsibility Flow: While authority moves from top to bottom, responsibility flows 

upward, meaning employees at the bottom are accountable to their supervisors, who in 

turn are accountable to their managers. 

Two Types of Line Organization: 

1. Pure Line Organization: 

o Explanation: In this type, all employees at the same level perform the same type 

of work. They are divided into groups mainly for easier control and supervision 

by managers. 

o Example: In a factory, all workers on the assembly line might perform similar 

tasks and are grouped together for better oversight by a supervisor. 
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Departmental line Organization: The business is broadly divided into departments which are 

put under charge of various departmental heads. Each departmental head derives authority from 

chief executive & has complete control over his own departments. All departmental heads enjoys 

equal status, authority & their function independently. No departmental head can issue orders & 

instruction to subordinate of any other department 

EDU COLLEGE OF COMMERCE and SERUMX MANAGMENT 

 

Board of Directors 

| 

General Manager 

| 

Works Manager 

| 

Superintendent 

| 

Foreman 

| 

Workers 



 

36 
 

EDU SERUMX COLLEGE OF COMMERCE and MANAGMENT 

 

 

 



 

37 
 

EDU SERUMX COLLEGE OF COMMERCE and MANAGMENT 

 

Advantages of line organization 

 i. Simple to establish, understand & operate 

 ii. Speedy action 

 iii. Proper Discipline  

 iv. Fixation of Responsibility  

 v. It is less costly  

 

Disadvantages of line organization 

 i. Overloading  

 ii. Lack of specialization 

 iii. Autocratic leadership 

 iv. Lack of stability  

 v. Inefficiency of Decision Making  

 vi. Not suitable for large enterprises  

 vii. Communication Gap. 

Functional Organization 

A Functional Organization is where the work is divided into different functions or 

departments, like Production, Marketing, Finance, and Human Resources (HR). Each 

department is managed by a specialist in that field who has authority in their specific function. 

Key Features: 

1. Divided by Functions: The organization is split into departments based on the type of 

work (e.g., production team handles making products, finance team manages money, 

marketing team handles advertising, etc.). 

2. Functional Specialists: Each department is led by a specialist who gives directions to 

employees across the company about their specific function. For example, the finance 

manager controls money-related activities across all departments. 

3. Shared Authority: Employees in different departments might report to different 

functional managers based on the task. For example, a branch manager might receive 

orders from both the finance manager (about budgets) and the marketing manager (about 

sales promotions). 
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Advantages of functional organization  

i. Specialization 

 ii. Efficiency 

 iii. Simplified staffing 

 iv. Growth & Development  

v. One man control is replaced by joint control  

vi. Relief to executives: It relief’s the top executives from the burden of operating and 

they can focus on strategic planning  

Disadvantages of Functional Organization 

 i. Complexity: It creates confusion and overlapping of authorities and it is difficult to fix 

up the responsibility for the final results.“Passing the buck”is very common. 

 ii. Lack of Co-ordination: Conflicts between different staff specialist makes co-

ordination & co- operation difficult. 

 iii. Costly: hiring of experts calls for large salaries and so to the increased clericalwork.  

iv. Delay in decision making: Divided control tends to delay the action particularly when 

more then one specialist is involved. Consulting the staff experts & coming on consensus 

calls for time & delays in decision making. 

v. Overburdening of Operating Subordinates  

vi. Indiscipline: due to no unity of command their exist dual subordinate leading to 

conflicting orders & divided loyalty & other problems as to discipline 

Line and Staff Organization 

A Line and Staff Organization combines elements of both Line Organization (which is more 

centralized) and Functional Organization (which has more division of control). It is designed to 

balance the strengths of both systems, making it more efficient. 

Key Features: 

1. Line Managers: These are the managers who have direct authority over their 

departments and make key decisions. They have a vertical relationship, meaning that 

authority flows directly from top management down to lower levels. They are responsible 

for achieving the company’s goals. 
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2. Staff (Support): Staff members are specialists who advise and assist the line managers. 

Their role is purely advisory, meaning they offer technical help or expertise but do not 

have authority to give direct instructions to employees outside their own departments. 

3. Balance of Control: This structure maintains a balance between central decision-making 

(like in a Line Organization) and expert advice (like in a Functional Organization). Line 

managers make decisions, and staff provides expert advice, but staff cannot directly 

control employees in other areas. 
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Suitability :  

1.Suitable for medium to large enterprises.  

2.Organization which can afford high investment.  

3. Production of goods & services which required specialized knowledge. 

Advantages of Line and Staff 

  Specialized Expertise: 

 Staff members are experts in their fields (like finance, marketing, or HR). They provide 

specialized knowledge and advice to line managers, helping improve decision-making. 

  Better Decision-Making: 

 Line managers can make more informed decisions because they have access to expert 

advice from staff. This leads to better strategies and solutions for the organization. 

  Clear Authority and Responsibility: 

 Line managers have clear authority over their teams, making it easy to understand who is 

in charge. This helps reduce confusion about roles and responsibilities. 

  Balanced Control: 

 This structure balances centralization and specialization. Line managers have the power 

to make decisions while still receiving support and guidance from staff experts. 

  Increased Efficiency: 

 With specialized staff advising line managers, tasks can be done more efficiently. Line 

managers can focus on their core responsibilities while staff handles specific technical 

issues. 

  Flexibility: 

 The organization can adapt to changes and challenges more easily because line managers 

can seek advice from staff when needed. This flexibility helps the organization respond 

to market demands or internal issues. 

  Improved Training and Development: 

 Staff members can help train line employees in their areas of expertise, leading to skill 

development and better overall performance. 
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Disadvantages of Line & Staff Organization 

  Confusion Over Authority: 

 Since there are both line managers and staff advisors, employees might be unclear about 

who to listen to. This can lead to confusion when both a line manager and a staff member 

give different instructions. 

  Potential Conflicts: 

 There can be conflicts between line managers and staff. Line managers might feel that 

staff members interfere with their decisions, while staff might think line managers don’t 

value their advice. This can create tension in the workplace. 

  Increased Costs: 

 Hiring staff specialists can be expensive. The organization may have to pay higher 

salaries for specialized roles, which can increase overall costs. 

  Dependence on Staff: 

 Line managers may become too reliant on staff for advice and support, which can weaken 

their own decision-making skills. They might hesitate to make decisions without 

consulting staff. 

  Slow Decision-Making: 

 The need to consult staff before making decisions can slow down the process. This can 

be a disadvantage in fast-paced environments where quick decisions are needed. 

  Resistance to Change: 

 Some line managers may resist the advice of staff or feel threatened by their presence. 

This can lead to a lack of cooperation and slower adaptation to changes or new ideas. 

  Overlapping Roles: 

 Sometimes, the roles of line managers and staff can overlap, leading to redundancy. This 

can waste resources and complicate the organizational structure. 

Project Organization: 

Project Organization is a temporary setup created to complete a specific task or project. This 

structure uses specialists from different departments within the organization to work together 

towards a common goal. 
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Key Features: 

1. Temporary Structure: This organization is formed just for the duration of a project. 

Once the project is finished, the team members either move to another project or return to 

their regular departments. 

2. Cross-Functional Teams: Team members come from different departments (like 

marketing, finance, production, etc.), allowing a variety of skills and expertise to be 

brought together for the project. 

3. Horizontal and Diagonal Relationships: The structure includes both horizontal 

relationships (among team members) and diagonal relationships (across different levels 

and departments) to ensure collaboration and communication. 

4. Project Manager: A project manager is assigned to lead the project. This person has 

authority over the team members for the duration of the project and is responsible for 

coordinating all activities. 

5. Focus on Goals: The project manager ensures that the project meets its goals within a 

specified timeframe, budget, and quality standards. 

Advantages of Project Organization   

1. Specialist Services  

2. Timely work  

3. It increases the co-ordination between different departments. 

 4. Flexible Structure  

5. There is set unity of command & direction.  

Disadvantages of Project Organization:  

1. Costly  

2. There are lot of Physical, financial & human constraints.  

3. There is divided loyalty or there is overburden of company job & Project work. 

 4. There are chances of conflicts.  

5. There is chance of over specialization & it will lead to delay in decision making & work 

will go beyond time & cost. 

 6. Project manager have very limited line authority 

 

Suitability of Project Organization  

 

1. Organization which deals with projects for definite goal & time period and when work 

activity is interdependent.  

2. When work is of temporary nature 

3. When expected profit or loss can be measured. 
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Matrix and Grid Organization 

Matrix Organization and Grid Organization are two types of organizational structures that 

allow for more flexibility and collaboration among team members from different departments. 

Matrix Organization: 

1. Dual Reporting: 

o In a matrix organization, employees report to two managers: a functional manager 

(who oversees their specific department) and a project manager (who leads a 

specific project). This creates a matrix of reporting relationships. 

2. Cross-Functional Teams: 

o Teams are made up of members from different departments (like marketing, 

finance, and production) who work together on projects. This helps combine 

various skills and perspectives. 

3. Flexibility: 

o The structure allows for quick adjustments based on project needs. If a project 

requires different expertise, team members can be easily reassigned from their 

departments. 

4. Communication: 

o With multiple managers involved, communication is key. Team members must 

coordinate closely to ensure everyone is aligned with project goals. 

Example: 

 A marketing employee might report to both the marketing manager and a project 

manager for a new product launch. 

Grid Organization: 

1. Similar to Matrix: 

o A grid organization is similar to a matrix organization, where employees have 

dual reporting relationships. However, it is usually more structured, with clear 

grids that show reporting lines. 

2. Focus on Coordination: 

o The grid structure emphasizes coordination between departments and projects, 

making it clear how different roles and responsibilities interact. 

3. Defined Roles: 

o While employees have dual reporting, their roles and responsibilities are usually 

well-defined, helping reduce confusion about who does what. 

Example: 

 In a grid organization, a finance employee may report to both the finance manager and 

the project manager for financial tasks related to a project, with clear guidelines on their 

responsibilities. 
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Suitability of Matrix and Grid Organizations  

Suitability refers to when and why certain organizational structures, like Matrix and Grid 

Organizations, are the best choice for a company. Here’s when each structure works well: 

Matrix Organization: 

1. Complex Projects: 

o When a project is complex and requires expertise from different departments (like 

marketing, finance, and production), a matrix organization allows teams to pull 

together the necessary skills. 

2. Dynamic Environments: 

o If a company operates in a fast-changing industry (like technology or fashion), the 

matrix structure provides flexibility. It allows for quick reorganization of teams to 

respond to new trends or challenges. 

3. Collaboration Needs: 

o When collaboration between different departments is essential, a matrix 

organization encourages teamwork and communication across functions. 

4. Resource Management: 

o If a company has limited resources, using a matrix structure allows for shared 

resources among multiple projects, making the best use of talent and expertise. 

Grid Organization: 

1. Clear Coordination: 

o A grid organization is suitable when clear coordination between various 

departments is needed for specific projects. It helps manage how different roles 

interact. 

2. Defined Responsibilities: 

o When a company wants to ensure that everyone understands their specific 

responsibilities while still collaborating, a grid structure provides a clear 

framework for roles. 

3. Project Focus: 

o If the company works on several projects simultaneously, the grid organization 

helps maintain focus on both the project and functional responsibilities, ensuring 

that nothing falls through the cracks. 

4. Stability with Flexibility: 

o A grid organization is suitable for environments that require both stability (clear 

roles and responsibilities) and flexibility (ability to adapt to different projects). 

Advantages of Matrix and Grid Organizations  

Matrix and Grid Organizations come with several benefits that can help companies operate 

more effectively. Here are the key advantages of each: 
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Advantages of Matrix Organization: 

1. Enhanced Collaboration: 

o Team members from different departments work together on projects, leading to 

better ideas and solutions. This teamwork can improve the quality of the final 

product or service. 

2. Resource Flexibility: 

o Employees can be shared across different projects. This means that the company 

can use its talent and resources more efficiently, adapting to changing needs. 

3. Improved Decision-Making: 

o With input from multiple experts, decisions can be more informed and effective. 

Team members bring different perspectives, leading to better overall outcomes. 

4. Skill Development: 

o Employees have the opportunity to work on various projects and learn new skills. 

This can increase their job satisfaction and help them grow in their careers. 

5. Quick Adaptation: 

o The structure allows for quick changes in teams or project focus. If a new 

opportunity or challenge arises, the organization can respond rapidly by 

reallocating resources. 

Advantages of Grid Organization: 

1. Clear Role Definitions: 

o Employees have well-defined roles and responsibilities, which helps reduce 

confusion about who is responsible for what. This clarity can lead to better 

performance. 

2. Focus on Coordination: 

o The grid structure emphasizes how different roles work together, making it easier 

to manage projects. This coordination helps ensure that tasks are completed 

efficiently. 

3. Balanced Workload: 

o By using a grid organization, the workload can be balanced across different 

projects and departments, preventing any one team from becoming overwhelmed. 

4. Structured Collaboration: 

o Employees can collaborate while still knowing their specific tasks. This structured 

approach helps maintain productivity while encouraging teamwork. 

5. Easier Performance Tracking: 

o With clear responsibilities, it is easier to track performance and identify areas for 

improvement. This can help in evaluating both individual and team contributions. 
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Disadvantages of Matrix and Grid Organizations  

While Matrix and Grid Organizations have their advantages, they also come with some 

drawbacks. Here are the key disadvantages of each: 

Disadvantages of Matrix Organization: 

1. Confusion Over Authority: 

o Employees have two managers (a functional manager and a project manager), 

which can lead to confusion about who to report to or follow. This can cause 

misunderstandings and conflict. 

2. Potential for Conflicts: 

o Different managers might have conflicting goals or priorities. This can create 

tension and disagreement among team members, making it hard to work 

effectively. 

3. Increased Complexity: 

o The structure is more complex than traditional organizations, which can make 

communication and coordination challenging. This complexity may lead to delays 

in decision-making. 

4. Dependence on Collaboration: 

o The success of a matrix organization relies heavily on collaboration. If team 

members do not communicate well or work together, it can hinder project 

progress. 

5. High Management Costs: 

o Maintaining multiple managers and teams can lead to higher costs. This includes 

salaries for project managers and resources for managing more complex 

structures. 

Disadvantages of Grid Organization: 

1. Role Overlap: 

o Sometimes, roles may overlap, leading to confusion about responsibilities. 

Employees might not know who to go to for certain tasks or issues, which can 

slow down work. 

2. Possible Conflicts Between Departments: 

o Similar to matrix organizations, there can be conflicts between departments when 

priorities do not align. This can create competition rather than collaboration. 

3. Slower Decision-Making: 

o The need for coordination across different departments can slow down decision-

making. This may be a disadvantage in fast-paced environments where quick 

actions are necessary. 

4. Resistance to Change: 

o Employees may resist adapting to the grid structure if they are used to traditional 

roles. This resistance can hinder the effectiveness of the organization. 

5. Training Needs: 

o Employees may need additional training to adapt to their roles in a grid 

organization. This can take time and resources, impacting productivity during the 

transition. 
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Committee Organization Committee Organization involves forming a group of people—

either appointed, nominated, or elected—to discuss, decide, recommend, or report on 

specific issues or matters. Committees can vary based on their purpose, membership, 

decision-making authority, and the nature of their work. 

Types of Committees: 

1. Advisory Committee: Provides advice but does not have decision-making power. 

2. Executive Committee: Has authority to make decisions on behalf of the organization. 

3. Line Committee: Involves direct authority and responsibilities in the organization’s line 

of command. 

4. Staff Committee: Offers support and expertise to the line committee but doesn’t have 

direct authority. 

5. Formal Committee: Established officially with clear roles and responsibilities. 

6. Informal Committee: Created spontaneously without formal rules. 

7. Coordinating Committee: Works to ensure that different departments or groups are 

aligned and working together. 

8. Standing Committee: Permanent committees that deal with ongoing issues. 

Suitability: 

 Government Organizations: Committees are often used in government to address social 

issues, as they can bring together various stakeholders. 

 Expert Opinions Needed: When an issue requires input from experts and a consensus is 

needed, committees are effective. 

Advantages of Committee Organization: 

1. Expert Opinions: Committees often include experts, leading to well-informed decisions. 

2. Broad Perspective: They provide a broader view of issues by considering different 

viewpoints. 

3. Democratic Decision-Making: Decisions are made collectively, promoting fairness and 

collaboration. 

4. Representation: Committees represent different groups, ensuring that all voices are 

heard. 

5. Information Sharing: Committees encourage sharing information and ideas, fostering 

innovation. 

Disadvantages of Committee Organization: 

1. Recommendations Only: Committees typically make recommendations, which need 

approval from higher authority for implementation. This can slow down action. 

2. Wasted Resources: Sometimes, meetings can waste time, money, and energy if they 

don't lead to effective outcomes. 

3. No Single Decision-Maker: With multiple members, there may be no clear authority to 

make decisions quickly. This can lead to delays. 

4. Lack of Secrecy: Discussions in committees are often open, which can lead to leaks of 

sensitive information. 

5. Absenteeism: Committees can be ineffective if members frequently miss meetings, 

leaving fewer people to contribute. 
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Differences between Line Organization and Line and Staff Organization: 

Feature Line Organization Line and Staff Organization 

Definition 

A structure with direct lines 

of authority from top to 

bottom. 

Combines line managers with 

staff specialists for advice and 

support. 

Authority 

Centralized authority; all 

decisions made by line 

managers. 

Authority is shared; line 

managers make decisions, 

while staff provides advice. 

Decision-

Making 

Quick decision-making due to 

clear lines of authority. 

Decision-making can be slower 

due to the need for consultation 

with staff. 

Roles 
Roles are strictly defined with 

no advisory positions. 

Includes both line managers 

(decision-makers) and staff 

specialists (advisors). 

Communication 

Vertical communication; 

information flows up and 

down the hierarchy. 

More complex communication; 

involves both vertical and 

horizontal interactions. 

Flexibility 
Less flexible; changes can be 

slow due to strict hierarchy. 

More flexible; staff can 

provide insights to adapt to 

changing situations. 

Complexity 
Simple structure; easy to 

understand and manage. 

More complex; requires 

coordination between line and 

staff roles. 

Example 
Military organizations or 

small businesses. 

Larger organizations with 

diverse functions (e.g., 

corporations). 

 

DIFFERENCE BETWEEN FUNCTIONAL ORGANISATION AND LINE AND STAFF 

ORGANISATION 

  

Feature Functional Organization Line and Staff Organization 

Definition 

Organized by specific 

functions or departments (e.g., 

marketing, finance, HR). 

Combines line managers with staff 

specialists for advice and support. 

Authority 

Functional managers have 

authority over their respective 

departments. 

Authority is shared; line managers 

make decisions, while staff provides 

advice. 

Decision-

Making 

Decisions are made within 

each functional area, leading 

to specialization. 

Decision-making involves both line 

managers and staff, which can slow 

down processes. 

Roles 

Clear roles based on functions; 

employees report to their 

functional managers. 

Includes both line managers 

(responsible for execution) and staff 

specialists (advisors). 

Communication 

Primarily vertical 

communication within 

departments, with limited 

cross-department interaction. 

Involves both vertical (line) and 

horizontal (staff) communication for 

coordination. 

  



 

49 
 

Flexibility 

Less flexible; changes may be 

slow due to specialization 

within departments. 

More flexible; staff can offer insights 

and adapt strategies based on external 

changes. 

Complexity 

Simple structure focused on 

specific functions; easier to 

manage within departments. 

More complex due to the integration of 

line and staff roles, requiring 

coordination. 

Example 

Large corporations where each 

department specializes (e.g., a 

company with distinct 

marketing and HR teams). 

Organizations that require both direct 

line authority and specialized advisory 

roles (e.g., a manufacturing company 

with production and engineering 

departments). 
 

 

 

 

DIFFERENCE BETWEEN LINE ORGANISATION AND FUNCTIONAL 

ORGANISATION 

 

Feature Line Organization Functional Organization 

Definition 

A simple structure where 

authority flows directly from 

top to bottom. Each person 

has one boss. 

A structure organized by 

specific functions (like 

marketing, finance, etc.), where 

each function has its own 

manager. 

Authority 

Clear lines of authority; 

everyone reports to one 

person. 

Authority is divided by 

function; employees report to 

their functional managers. 

Decision-Making 

Quick decisions because 

there is a single chain of 

command. 

Decisions are made within each 

function, which can lead to 

slower responses to changes. 

Roles 

Roles are straightforward; 

everyone knows who their 

boss is. 

Roles are based on 

specialization; employees focus 

on their specific functions. 

Communication 

Communication is mostly 

vertical (up and down) 

within the hierarchy. 

Communication can be both 

vertical (within departments) 

and horizontal (between 

different functions). 

Flexibility 

Less flexible; changes can be 

slow because of the strict 

hierarchy. 

More flexible; departments can 

adapt to changes in their 

specific areas. 

Complexity 
Simple structure; easy to 

understand and manage. 

More complex; requires 

coordination between different 

functional areas. 

Example 

A small business or military 

organization where everyone 

has a clear boss. 

A large company with separate 

departments like sales, HR, and 

finance, each managed by 

different people. 
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Delegation of Authority  

Delegation of Authority is the process where a manager assigns specific tasks and responsibilities 

to other employees or team members. This helps managers share their workload and allows others 

to make decisions and take action within certain limits. Here’s a simple breakdown: 

Key Points: 

1. What is Delegation? 
o It means giving someone else the power to do a job or make decisions. 

o For example, a manager might delegate a project to a team member, allowing them 

to lead it. 

2. Why Delegate? 
o Saves Time: Managers can focus on important tasks while others handle smaller 

ones. 

o Empowers Employees: It gives employees the chance to grow and learn new skills. 

o Builds Trust: When managers delegate, they show they trust their team members. 

o Improves Efficiency: More tasks can be completed when responsibilities are shared. 

3. How to Delegate Effectively: 
o Choose the Right Person: Pick someone who has the skills and knowledge for the 

task. 

o Define the Task Clearly: Explain what needs to be done and set clear expectations. 

o Give Authority: Allow the person to make decisions related to the task. 

o Provide Support: Be available to answer questions or provide guidance if needed. 

o Monitor Progress: Check in periodically to see how things are going, but avoid 

micromanaging. 

4. Limitations of Delegation: 
o Accountability: The manager remains responsible for the outcome, even if they 

delegated the task. 

o Over-delegation: If too many tasks are delegated, it can overwhelm employees. 

o Quality Control: Managers need to ensure the delegated tasks are done to the right 

standard. 

Nature of Delegation 

The nature of delegation refers to the fundamental characteristics and features that define how 

delegation works in an organization. Here are the key aspects: 

1. Transfer of Authority: 

o Delegation involves transferring decision-making authority from a manager to a 

subordinate. 

o The manager grants power to act on specific tasks or make decisions within a 

defined scope. 

2. Responsibility: 

o When a manager delegates a task, they pass the responsibility for completing that  
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o task to the subordinate. 

o However, the manager still retains ultimate responsibility for the outcomes, meaning 

they are accountable for the results. 

3. Task Specificity: 

o Delegation usually involves specific tasks or projects rather than broad or general 

responsibilities. 

o Clear tasks are assigned so that the subordinate understands what is expected of 

them. 

4. Empowerment: 

o Delegation empowers employees by giving them the authority and autonomy to 

make decisions. 

o It encourages initiative and can boost confidence and motivation among team 

members. 

5. Communication: 

o Effective delegation requires clear communication between the manager and the 

subordinate. 

o Instructions, expectations, and objectives need to be clearly conveyed to avoid 

misunderstandings. 

6. Flexibility: 

o Delegation can be adjusted based on the needs of the organization and the 

capabilities of the employees. 

o Managers can delegate more or less based on performance and the complexity of 

tasks. 

7. Mutual Benefit: 

o Delegation benefits both the manager and the employee. Managers can focus on 

higher-level responsibilities, while employees gain experience and develop skills. 

8. Limits of Delegation: 

o Delegation has its limits; not all tasks can or should be delegated. 

o Certain sensitive or high-stakes decisions may need to remain with the manager to 

ensure accountability and oversight. 

PROCESS OF DELEGATION 

 According to Management expert Newman, the delegation process is compared of four inter related 

steps. 
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Steps in Delegation of Authority  

1. Assignment of Duties: 

o The process starts with the manager deciding what tasks need to be done. 

o The manager breaks down their job into different activities and figures out which 

tasks they will do themselves and which tasks they will assign to others. 

o When assigning tasks, the manager considers the knowledge and skills of the 

employees to ensure the right person gets the right task. 

o It’s important for the manager to clearly explain what results they expect from the 

employees. 

2. Delegation of Authority: 

o Once tasks are assigned, the employees should be given enough authority to 

complete their jobs effectively. 

o As job responsibilities change, the level of authority given to employees should also 

change to match their new tasks. 

3. Creation of Obligation: 

o Along with assigning tasks and giving authority, it’s important to establish 

accountability. 

o Employees need to understand that they are responsible for using their authority 

wisely and for achieving the goals set for them. 

4. Establishment of Effective Control System: 

o The last step is to create a system to check on how well the delegation is working. 

o The manager should regularly evaluate the progress of their employees to make sure 

they are using their authority effectively and getting the desired results. 

o This can be done through feedback systems, where the manager gathers information 

about how things are going. They can ask for written or verbal reports from 

employees. 

o This helps the manager keep track of progress, identify any problems, and take 

corrective actions when necessary. 

Principles of Effective Delegation  

1. Authority Should Match Responsibility: 

o The authority given to employees should be in line with their responsibilities. 

o This means if someone is responsible for completing a task, they should have the 

power to make decisions needed for that task. 

o When authority and responsibility are well-coordinated, it helps employees make the 

right choices and take appropriate actions. 

2. Minimize Interference: 

o Once a manager delegates authority, they should let the employee make decisions 

without constant interference. 

o The manager should avoid the temptation to step in and take over, even if they think 

they could make a better choice. 

o However, if the employee faces a complex problem, the manager can step in to 

provide guidance or help. 
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3. Tolerance of Mistakes: 

o Employees might make mistakes in their decision-making, and that’s okay! 

o If the manager strongly criticizes every mistake, the employee might become 

hesitant to make decisions in the future. 

o Minor mistakes should be overlooked, while serious mistakes can be corrected. This 

way, employees can learn and improve their decision-making skills. 

4. Establish Adequate Control: 

o It’s important to set up a system to check that employees are using their authority 

properly and reaching their goals. 

o However, this control shouldn’t be so frequent that it disrupts the employee’s 

performance or creativity. 

o Managers should monitor progress without micromanaging. 

5. No Upward Delegation: 

o Sometimes employees may feel unsure and will pass their decisions back to their 

managers, which is called upward delegation. 

o This increases the workload on the manager and defeats the purpose of delegation. 

o Managers should encourage employees to make their own decisions instead of 

referring problems back to them. 

Departmentalization  

Definition: 

Departmentalization is the process of grouping jobs or teams together into specific units called 

departments. This is done based on their area of expertise to help achieve the organization’s goals. 

Essentially, it means dividing the entire organization into smaller parts, each focusing on similar 

activities. 

Key Points: 

1. Grouping Similar Tasks: 

o In departmentalization, jobs with similar functions are combined into departments. 

For example, all marketing tasks are grouped in the marketing department, all 

finance tasks in the finance department, and so on. 

2. Purpose: 

o The main goal of departmentalization is to make the organization more efficient by 

organizing work and ensuring that everyone knows their roles and responsibilities. 

3. Levels of Organization: 

o In a company, every level below the top (like the CEO) is organized into 

departments. Each department focuses on specific tasks and works together to 

achieve the organization's overall goals. 

4. Department Types: 

o Common departments include: 

 Production: Responsible for making products. 

 Marketing: Handles promoting and selling products. 

 Finance: Manages money and budgeting. 

 Human Resources: Deals with employee-related matters. 

 Research and Development: Focuses on innovation and product  
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development. 

5. Management Structure: 

o Each department is headed by a manager who oversees its operations. 

o Department managers can delegate tasks to their team members and are accountable 

to the top executives for their department's performance. 

1. Objectives of Departmentalization 

1. Specialize Activities: 

o Departmentalization allows each department to focus on specific tasks or functions. 

This means employees can become experts in their area, leading to better 

performance. 

2. Simplify Processes: 

o By grouping similar activities together, departmentalization makes it easier to 

manage and operate the organization. It helps streamline processes, making 

everything run more smoothly. 

3. Maintain Control: 

o Having clear departments helps managers maintain better control over their teams. 

Each manager knows their responsibilities and can monitor performance effectively. 

4. Increase Efficiency: 

o When activities are departmentalized, it leads to increased efficiency in management. 

Tasks are completed more quickly and effectively, benefiting the entire organization. 

5. Fix Responsibilities and Accountability: 

o Departmentalization helps clarify who is responsible for what. This makes it easier 

to hold individuals accountable for their performance and results. 

2. Methods of Departmentalization  

1. Departmentalization by Function: 

o This method organizes departments based on specific functions or activities. 

o For example, all tasks related to production, marketing, purchasing, and finance are 

grouped together in their own departments. 

o This way, each department can focus on its specific tasks and work more effectively 

as a unit. 

2. Departmentalization by Process: 

o In this method, departments are created based on the production processes involved 

in making a product or providing a service. 

o Activities are grouped according to the steps needed to produce something. 

o Each department needs the right people and materials to carry out its operations 

efficiently. 
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3. Departmentalization by Product: When the activities related to product development and 

delivery are combined into a particular division, it is called as product departmentalization. It is 

appropriate for large-scale multi-product enterprises.  

 

 

4. Departmentalization by Customer: The grouping of the organization according to the different 

classes of customer or clients. It focuses on special customer needs.  
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5. Departmentalization by Territory: 

 When the division is based on the geographical area, it is called as territorial departmentalization. 

This is suitable for the organizations that have widespread operations at different locations.  

6. Departmentalization by Project:  

In project departmentalization, the organizational activities are classified by differentiated or special 

ventures or activities. The choice of departmentalization basis is influenced by the factors such as 

the degree of specialization, coordination, control, cost consideration, adequate attention to key 

areas, etc. 
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Unit – 4 

RECRUITMENT 

Recruitment is defined as “a process of searching for prospective employees & stimulating them to 

apply for jobs in the organization.” The function of recruitment precedes the selection function & its 

includes only finding, developing, the sources of prospective employees & attracting them to apply 

for jobs in an organization, whereas the selection is the process of finding out the most suitable 

candidate to the job out of the candidates attracted (i.e. recruited) 

Characteristics –  

 Positive Process  

 Group of Activities (Not a single task) 

  Pervasive 

  Complex  

 Linking Activity 

Need and Objectives of Recruitment  

1. Filling Vacancies: 

o Recruitment is needed when there are empty positions due to reasons like employee 

transfers, promotions, retirements, terminations, permanent disabilities, or even 

death. 

2. Business Growth: 

o When a company expands, diversifies, or grows, it creates new job openings that 

need to be filled. 

3. Population Growth: 

o As the population increases, there is a greater demand for goods and services, which 

leads to the need for more employees. 

4. Rising Standards of Living: 

o As people’s living standards improve, they want more goods and services, creating 

additional job opportunities to meet these new demands. 

5. Competitive Advantage: 

o Some companies may gain a competitive edge, allowing them to capture more 

business, which in turn requires more staff. 

6. Economic Recovery: 

o During a business cycle recovery, companies may see increased demand, 

necessitating more employees to handle the workload. 
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Process of Recruitment  

1. Start the Process: 

o Recruitment begins when a department in the company requests new hires from the 

personnel department. 

2. Assess Needs: 

o The next step is to understand what personnel are needed by reviewing job 

descriptions and specifications. 

3. Find Sources: 

o Locate and develop sources to find the required number and type of employees. 

4. Identify Candidates: 

o Look for potential candidates with the right mix of skills, experience, education, and 

personal traits. 

5. Share Information: 

o Provide details about the organization, the job, terms of employment, and relevant 

laws and regulations to potential candidates. 

6. Encourage Applications: 

o Motivate suitable candidates to apply for the open positions in the organization. 

7. Evaluate Recruitment: 

o Finally, assess how effective the recruitment process was in finding the right 

candidates. 

Sources of Recruitment –  

The sources of recruitment are broadly divided into  

 a. Internal sources  

 b. External source 
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Sources of Recruitment  

Recruitment sources can be divided into two main categories: Internal Sources and External 

Sources. Here, we'll focus on Internal Sources. 

Internal Sources of Recruitment 

1. Current Permanent Employees: 

 Companies often look at their existing employees for higher-level positions. This can 

include: 

o Promotions: When employees show interest in advancing, they may be considered 

for promotions to take on more responsibilities. The management often assures them 

that if they perform well, they can move up to the next level. 

o Transfers: Sometimes employees are moved to different sections or locations within 

the organization to give them new experiences and opportunities. 

2. Retrenched or Retired Employees: 

 When employees are laid off (retrenchment), some companies may choose to rehire them 

later, especially if there are good reasons like union obligations. 

 Additionally, companies may also re-employ retired employees to bring back experienced 

workers. 

3. Dependants of Current or Former Employees: 

 Some organizations offer jobs to the family members of deceased, disabled, or retired 

employees. This helps build loyalty and shows that the company cares about its employees' 

families. 

Advantages of Internal Recruitment 

 Employee Retention: Promoting from within can help keep employees motivated and 

engaged, especially those who might not be top performers but still contribute positively. 

 Faster Process: Internal recruitment usually takes less time than looking for new hires from 

outside the company. 

 Increased Loyalty: When employees see opportunities for growth within the organization, 

it boosts their loyalty and engagement. 

 Cost-Effective: Hiring from within is often cheaper than external recruitment and can lead 

to higher productivity and performance since internal candidates are already familiar with 

the company culture and processes. 
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Disadvantages of Internal Recruitment 

While internal recruitment has many advantages, there are also some drawbacks to consider: 

1. Limited Pool of Candidates: 

o By only looking within the organization, you may miss out on fresh perspectives and 

diverse skills that external candidates can bring. 

2. Potential for Resentment: 

o If some employees feel overlooked for promotions or transfers, it can lead to feelings 

of resentment and decreased morale among those who are not selected. 

3. Skill Gaps: 

o Internal candidates may not always have the required skills or experience for higher-

level positions, leading to potential inefficiencies or gaps in capabilities. 

4. Stagnation of Ideas: 

o Hiring from within can lead to a lack of new ideas and innovation, as existing 

employees may have similar thought patterns and approaches to problem-solving. 

5. Internal Politics: 

o Internal recruitment can sometimes exacerbate office politics and create competition 

among employees, which may affect teamwork and collaboration. 

6. Dependency on Current Employees: 

o Relying heavily on internal sources can lead to a dependency on existing employees, 

which may hinder the organization’s ability to adapt and grow with external market 

changes. 

7. Training and Development Needs: 

o Promoting employees may require additional training and development, which can 

be time-consuming and costly for the organization. 

8. Potential for Disruption: 

o When an employee is promoted or transferred, it can create a vacancy in their 

previous position, leading to further recruitment and possible disruptions in 

workflow. 
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External Sources of Recruitment 

External sources refer to the candidates outside the organization who can be considered for hiring. 

Here’s a breakdown of common external recruitment sources: 

1. Campus Recruitment: 

o Companies visit colleges and universities to hire fresh graduates. This is a great way 

to find young talent with new ideas and skills. 

2. Private Employment Agencies/Consultants: 

o These agencies help companies find suitable candidates for job openings. They often 

have a wide network and can quickly connect employers with potential employees. 

3. Public Employment Exchanges: 

o Government-run job placement services that help job seekers find employment. 

Employers can post their job vacancies here to reach a larger audience. 

4. Professional Associations: 

o Organizations related to specific professions or industries. They often have job 

boards where companies can advertise positions to a targeted group of qualified 

candidates. 

5. Data Banks: 

o Online databases that contain resumes and profiles of job seekers. Employers can 

search these databases to find candidates that fit their requirements. 

6. Casual Applicants: 

o Individuals who apply for jobs without any prior invitation. These can include walk-

ins or unsolicited resumes sent to the company. 

7. Similar Organizations: 

o Companies in the same industry or sector. Sometimes organizations look for 

employees from their competitors who have relevant experience and skills. 

8. Trade Unions: 

o Organizations that represent workers in specific industries. They can helpcompanies 

find qualified candidates, especially in specialized fields. 

Advantages of External Recruitment 

1. Brings Fresh Skills and Ideas: 

o External recruitment allows organizations to hire candidates with new skills and 

perspectives, which can lead to innovation and improved performance. 

2. Promotes Better Competition: 

o By bringing in outside candidates, existing employees may feel motivated to 

improve their own performance, fostering a competitive and productive work 

environment. 

3. Access to Diverse Ideas: 

o Hiring from different industries or businesses can introduce new ideas and practices, 

enhancing the organization’s operations and strategies. 
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Disadvantages of External Recruitment 

1. Limited Understanding of the Company: 

o External candidates may not fully understand the company culture, values, or 

operations, which can lead to a longer adjustment period. 

2. Time-Consuming: 

o The process of sourcing, interviewing, and selecting external candidates can take a 

significant amount of time, delaying the filling of vacancies. 

3. Potential for Maladjustment: 

o New hires from outside the organization may struggle to adapt to their roles or the 

company culture, which can lead to dissatisfaction or turnover. 

 

Methods of Recruitment 

1. Direct Methods: 

o Involves actively seeking candidates through direct approaches, such as job 

advertisements on company websites, job fairs, or direct outreach to potential 

candidates. 

2. Indirect Methods: 

o Includes less direct approaches, such as posting job ads in newspapers, online job 

boards, or using social media to attract candidates without a direct appeal. 

3. Third Party Methods: 

o Utilizes external agencies or consultants to help find candidates. This can include 

hiring recruitment agencies, using headhunters, or working with job placement 

services. 
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SELECTION 

Definition – Selection is the process of picking individuals who have relevant qualifications to 

fill job in an organization. The basic purpose is to choose the individual who can most 

successfully perform the job, from the pool of qualified candidates. “Selection is the process 

by which candidates for employment are divided into two classesthose who will be offered 

employment and those who will not.” – Dale Yoder 

Characteristics of Selection Process: 

1. Sorting Process: 

o It involves filtering through candidates to find the most suitable ones for the job. 

2. Negative Process: 

o It focuses on eliminating unsuitable candidates at each stage. 

3. Sequence of Hurdles: 

o The selection process involves multiple stages, with candidates being evaluated at 

each stage. 

4. Based on Standard Pattern: 

o The process follows a set pattern to ensure consistency and fairness. 

5. Picking the Best Candidate: 

o The goal is to find the person who best fits the job requirements. 
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The Selection Process: 

1. Receiving of Applications: 

o Job-seekers submit their applications in response to a job advertisement. 

2. Scrutiny of Applications: 

o The HR department reviews applications to filter out those who don't meet the 

required qualifications. 

 

 

 

 

3. Screening/Preliminary Interview: 

o A quick interview to identify the most eligible candidates before proceeding to the 

next stages. 

4. Application Blank: 

o A form that collects personal, educational, and work-related information about the 

candidates. 

5. Selection Testing: 

o Candidates may be given tests to assess their intelligence, skills, personality, and 

abilities. Types of tests include: 

o Intelligence Tests 

o Aptitude Tests 

o Personality Tests 

o Achievement Tests 

o Simulation Tests (e.g., role-playing or mock situations) 
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6. Selection Interview: 

o An oral conversation between the candidate and the interviewer. Types of interviews 

include: 

o Non-directive Interview: The interviewer asks questions as they come to mind. 

o Structured Interview: The interviewer asks pre-set job-related questions. 

o Situational Interview: Candidates are asked how they would respond to 

hypothetical job situations. 

o Stress Interview: The interviewer asks aggressive or tricky questions to see how 

candidates react under pressure. 

o Panel Interview: Multiple interviewers ask questions together. 

7. Medical Examination: 

o Ensures the candidate is physically fit for the job, especially for roles requiring 

specific physical abilities. 

8. Reference Checks: 

o Employers verify the candidate's background and past job performance by contacting 

their references. 

9. Hiring Decision: 

o The final decision is made by the hiring manager, and successful candidates are sent 

an offer letter. 

TRAINING 

Introduction to Training: 

Training is an important part of Human Resource Management. Every organization needs skilled 

and trained employees to do their jobs well. As work becomes more complicated, it's necessary for 

employees to improve their skills to perform their tasks efficiently. 

Meaning & Definition of Training: 

Training helps employees gain the knowledge and skills they need to do a specific job. Before 

starting work smoothly with others, employees often need proper training. Training helps them 

learn new habits, sharpen their skills, and acquire useful knowledge that improves their 

performance. 

According to Edwin B. Flippo, "Training is the act of increasing the knowledge and skills of an 

employee for doing a particular job." 

In simple terms, training prepares employees to do their jobs better by teaching them new things 

and helping them improve their work. 

According to Dale B. Beach, training is “the organized procedure by which people learn knowledge 

and skill for a definite purpose”. Thus training refers to the teaching and learning activities directed 

at helping employees acquire & apply the knowledge skills, abilities & attitudes needed by a 

particular job & organization. 
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Characteristics or Nature of Training: 

1. Increases knowledge and skills – Training helps employees improve their abilities for a 

specific job. 

2. Continuous process – Training is ongoing and doesn't stop after one session. 

3. Changes skills, knowledge, and behavior – It helps people improve their abilities and 

attitude. 

4. Learning process – Training involves gaining new knowledge through experience. 

5. Permanent change – It aims to create long-lasting improvements in a person’s abilities. 

6. Supports self-development – Training helps employees grow personally and 

professionally. 

7. Part of management development – It's crucial for building management skills. 

8. Job-focused – Training is specific to the current job and aims to fix any performance issues. 

9. Focus on individuals – Training targets each employee’s specific needs. 

10. Complements selection – When well-qualified candidates are selected, less training is 

needed. 

 

Needs & Objectives of Training: 

1. Job Requirements – New employees need training to perform their tasks effectively. 

2. Promotion – Training prepares current employees for higher-level jobs. 

3. Transfers – When an employee moves to a new job, training helps them adjust quickly and 

improve their performance. 

4. Technological Changes – With fast-changing technology, employees need new skills to use 

the latest tools. 

5. Increasing Competition – With global competition, companies need trained employees to 

face market challenges. 

6. Organizational Viability – Training keeps employees’ skills up-to-date and helps them 

remain valuable to the company. 

7. Hiring Misfits – If employees lack skills due to special hiring policies (e.g., for 

underrepresented groups), training helps fill the gaps and improve their performance. 
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TYPES OF TRAINING OR APPROACHES OF TRAINING 

 

  Orientation Training (Induction Training) – Introduces new employees to the company's 

policies, procedures, and work environment. It helps them adjust to their new job. 

  Skills Training – Focuses on improving basic skills like reading, writing, communication, and 

problem-solving that are needed for the job. 

  Refresher Training – Updates employees on the latest technology or developments in their 

field to help them stay current. 

  Cross-Functional Training – Teaches employees how to perform tasks in other departments to 

give them a broader understanding of the organization. 

  Promotion Training – Prepares employees for higher-level positions when they are promoted. 

  Safety Training – Teaches employees how to use machinery safely to prevent accidents. 
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  Apprentice Training – Prepares employees for skilled trades like tailoring, machine work, or  

design. 

  Internship Training – Combines education with practical work experience for students or new 

employees. 

  Remedial Training – Helps current employees improve their performance if they are not 

meeting standards. 

  Diversity Training – Focuses on creating awareness about different backgrounds, like gender or 

culture, to promote a better work environment. 

  Job Training – Trains employees to perform better in their current jobs by increasing their 

knowledge and skills. 

  Creative Training – Encourages employees to think creatively and come up with unique 

solutions to problems. 

Difference between Training & Development 

Learning 

Dimension 
Training Development 

Meant for Operatives Executives 

Focus Current job Current and future job 

Scope Individual employee Work group or organization 

Goal Fix current skill deficit Prepare for future work demands 

Initiated by 
Management – External 

motivation 

The individual – Internal 

motivation 

Content Specific job-related information General knowledge 

Time-frame Immediate Long term 
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The Training Process:-  

In order to achieve the objectives, an approximate training programme is necessary The process is 

as follows 
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  Organizational Objectives: First, the company decides what business it is in and what products 

or services it offers. Based on this, the company identifies what skills, knowledge, and behaviors 

are required from its employees. 

  Training Policy: A company creates a training policy to show its commitment to employee 

training. This policy includes guidelines and rules for designing and delivering training programs. 

  Responsibility of Training: Training is a shared responsibility among top management, the HR 

department, supervisors, and employees. 
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  Training Needs Assessment: This is the most important step. The company analyzes what skills 

or knowledge employees need to learn. This assessment determines the focus of the entire training 

process. 

  Selection of Trainees: The company decides which employees need to be trained—whether new 

employees, current employees, or both. 

  Training Goals: The goals of the training should ensure that the identified needs are met. 

  Prepare the Trainees: Before training starts, trainers or instructors are chosen to teach the 

employees. 

  Developing the Training Package: This step involves creating the training materials and 

selecting the best methods to deliver the training. 

  Presenting the Operation: This is where the actual training happens. The trainer explains and 

demonstrates the tasks to the employees. 

  Performance Tryout: After the training, the employees are tested to see if they understand the 

job. They may also be asked to perform tasks multiple times to show they have learned. 

  Overall Evaluation: After the training is completed, the company evaluates how effective the 

training was and whether it achieved the desired results. 

Importance of Training 

Benefits to the Business: 

1. Increased Efficiency: Trained workers know how to use machines, tools, and materials 

correctly, which reduces wastage and increases efficiency. 

2. Fewer Accidents: Workers who are trained understand how to use machines safely, leading 

to fewer accidents at work. 

3. Better Performance: Trained employees perform better and produce higher-quality goods 

because they know how to handle equipment well. 

4. Loyal Employees: Employees who receive training are more likely to stay with the 

company because they see growth opportunities. 

Benefits to the Employees: 

1. More Useful to the Company: Trained employees are more valuable, making it easier for 

them to find and keep jobs. 

2. Increased Efficiency: Training helps employees become more effective, allowing them to 

do more work with less effort. 

3. Easier Promotions: Employees with training are more likely to get promoted, helping them 

achieve their career goals. 

4. Career Mobility: Training helps employees move to different companies if needed,  
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making them more mobile in their career. 

5. Fewer Mistakes and Accidents: Trained employees make fewer mistakes and accidents, 

giving them more confidence and job satisfaction. 

Overall, training leads to better productivity, fewer mistakes, higher job satisfaction, and reduced 

employee turnover. 

 

Areas of Training 

1. Knowledge: Employees learn the rules, regulations, and information about the company, 

staff, and products/services. This helps them understand how the company works and what 

is expected of them. 

2. Technical Skills: This involves learning a specific skill, like operating a machine or using a 

computer, so employees can contribute effectively to the company. 

3. Social Skills: Employees learn about working with others, developing a positive attitude, 

and becoming good team members. 

 

Training Methods 

On-the-Job Training: This type of training happens at the actual workplace where employees are 

taught relevant skills while working on real tasks. 

Off-the-Job Training: Employees are trained away from the workplace in a different location to 

learn new skills and knowledge. 

Some common training methods include: 

 Job Rotation: Employees learn by moving between different jobs to understand various 

functions. 

 Lectures: Knowledge is delivered through classroom-style teaching. 

 Workshops: Hands-on sessions to develop skills. 

 Simulation: Employees practice tasks in a controlled environment that mimics real work 

situations. 
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On-the-Job Training Methods 

1. On-the-Job Training (OJT): Employees learn by doing their actual work tasks. They train 

on the same machines and in the same environment where they will work. 

2. Job Instruction Training: This is a step-by-step teaching method. It outlines basic tasks 

and key points, explaining what to do, how to do it, and why it matters. 

3. Just-Do-It Training: This combines Job Instruction Training with the idea of continuous 

improvement. It starts with basic instructions and then focuses on areas needing 

improvement. 

4. Coaching: This is informal training where supervisors give daily feedback and support to 

employees. It helps trainees learn why tasks are done a certain way and encourages 

decision-making. 

5. Mentoring: A senior employee helps guide a junior one. This relationship focuses on 

developing skills and understanding the company culture, benefiting both the mentor and the 

mentee. 

6. Job Rotation: Trainees switch jobs to understand how different parts of the organization 

work. This builds a broader perspective and helps prevent boredom. 
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II) Classroom Approach (Informational or Presentation Methods) 

1. Vestibule Training: Trainees learn in a classroom that simulates real work conditions, 

using actual tools and materials. This is common for clerical jobs. 

2. Lecture Method: A traditional way of teaching where an instructor presents information to 

a large group. While efficient, it often lacks hands-on practice. 

3. Conference Approach: This combines lectures with discussions, allowing trainees to ask 

questions and engage with the material, often using visual aids. 

4. Apprenticeship Training: Common in skilled trades, this method pairs trainees with 

experienced workers to learn through hands-on experience over time. 

5. Internship: This is a collaborative program where students gain practical experience while 

studying, usually during school breaks. 

6. Programmed Instruction: Learning is structured into units that progress from simple to 

complex. Trainees engage with the material by answering questions or completing exercises. 
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III) Experiential or Hands-on Methods 

1. Case Method: Trainees analyze real-world problems and discuss potential solutions based 

on detailed case studies. 

2. Role Playing: Participants act out scenarios to practice interpersonal skills and understand 

different perspectives within a work environment. 

3. Management Games: These group activities focus on making decisions in administrative 

situations, helping participants understand complex problem-solving. 

4. In-Basket Exercise: Trainees simulate a manager's workload by making decisions based on 

a series of administrative tasks within a time limit. 

5. Sensitivity Training: This aims to improve interpersonal skills and understanding by 

raising awareness of behaviors and promoting openness and trust among participants. 

IV) Self-Paced or Computer-Based Methods 

1. Computer-Based Training (CBT): Training delivered through computer programs, 

allowing learners to work at their own pace. 

2. Distance and Interest-Based Training: Learning that occurs remotely, tailored to 

individual interests and needs. 
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3. E-learning: Online courses and resources that enable self-paced learning and flexibility. 

4. Virtual Classroom: Real-time online learning environments that simulate traditional 

classrooms, enabling interaction between instructors and students. 
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UNIT-5 

MOTIVATION 

Motivation  

Motivation is the force that makes people act in a certain way to achieve a goal. It’s the inner "urge" 

or drive that pushes us to reach our objectives. In any organization, having skilled people is 

important, but they also need to be motivated to work toward the company’s goals. Motivation 

helps create enthusiasm, confidence, and energy in people to work in the right direction, benefiting 

both the organization and the individual. 

Definition of Motivation 

The word motivation comes from the Latin word “MOVERE,” meaning "to move." So, motivation 

refers to movement or action. 

 Robbins defines motivation as: "The process that explains a person’s intensity, direction, 

and persistence in working towards a goal." 

 Motivation is also described as the willingness to put in high effort to reach a goal, driven by 

the desire to meet personal needs. 

Nature of Motivation 

1. Inner Feeling: Motivation is an internal feeling that gives energy to work harder. 

2. Desires: A person’s desires or emotions drive them to perform certain tasks. 

3. Unmet Needs: When a person’s needs are not fulfilled, they feel uneasy and are driven to 

fix this. 

4. Effort to Fulfill Needs: The person uses their energy to meet these unmet needs. 

5. Hidden Energies: People have untapped energy, which is activated when they are 

motivated to act. 

Types of Motivation 

1. Positive Motivation: This is based on rewards. Employees are motivated by incentives like 

higher pay, promotions, or recognition for their work. 

2. Negative Motivation: This is based on fear. Employees may act because they fear 

punishment, such as demotions or layoffs, if they don’t meet expectations. 
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TECHNIQUES TO INCREASE MOTIVATION  

1. Financial Motivator  

2. Non-financial Motivator  

a. Recognition  

b. Participation  

c. Status 

 d. Competition  

e. Job Enrichment 
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IMPORTANCE OF MOTIVATION  

1. Increase employee productivity.  

2. Greater satisfaction  

3. Enhances job involvement 

4. Reduce stress  

5. Good human Relations 

 6. Reduces turnover and absenteeism  

7. Reduces employee’s grievances.  

8. Efficient utilization of physical and human resources. 

 

THEORIES OF MOTIVATION  

MASLOW’S NEED HIERARCHY MODEL  

THEORY This theory has been developed by Prof. A.H. Maslow. According to which 

human beings have wants and desires which influence their behaviour. Only unsatisfied 

needs influence behaviour, satisfied needs cannot. The needs are arranged in order of 

importance from basic to the complex. Person advances, to the next level of needs only after 

the lower level need is satisfied. Basic five needs which are describes in this theory are: 

Physiological Needs: 

These are the basic needs for survival, such as food, water, air, clothing, and shelter. These are 

essential for keeping us alive. 

2. Safety Needs: 

These needs focus on feeling safe and secure, both physically and emotionally. They include job 

security, protection from danger, and financial security, like having insurance or a retirement 

plan. 

3. Social Needs: 

These are the needs for love, friendship, and a sense of belonging. We need to feel accepted by 

others, have relationships, and be part of a group. 

4. Esteem Needs: 

Also called ego needs, these involve feeling confident and respected. They include gaining self-

confidence, independence, recognition, status, and achieving success. 

5. Self-Actualization Needs: 

This is the desire to become the best version of yourself and achieve your full potential. It’s 

about personal growth and accomplishing your life’s goals. 

Maslow divided these needs into two categories: 
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 Lower-order needs: Physiological and safety needs, which are satisfied by external 

things (like food, job security). 

 Higher-order needs: Social, esteem, and self-actualization needs, which are fulfilled 

internally (through relationships, personal growth, and self-respect). 

 

THEORY X & THEORY Y 

Theory X (Autocratic Approach) 

Managers with a Theory X mindset assume that employees: 

 Are naturally lazy and avoid work whenever possible. 

 Do not want to take responsibility or make decisions. 

 Aren't interested in the company’s goals. 

 Have little ambition and prefer job security above all else. 

Because of these assumptions, managers believe they must: 

 Strictly supervise and control employees. 

 Use rules, commands, and a clear hierarchy to get them to work. 
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Theory Y (Supportive Approach) 

Managers with a Theory Y mindset believe that employees: 

 Are ambitious and want to take on more responsibility. 

 Can control themselves and direct their own work. 

 Enjoy their work, both mentally and physically. 

 Want to be creative and think ahead in their job. 

 Can be more productive if given freedom and opportunities to share ideas. 

So, managers using Theory Y: 

 Support employees, give them freedom, and involve them in decisions. 

 Encourage creativity and participation to help employees reach their full potential. 
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HERZBERG’S TWO FACTOR THEORY 

  Motivators (Intrinsic Factors): These are things related directly to the job itself, such as: 

 Advancement (getting promoted) 

 Recognition (being acknowledged for good work) 

 Responsibility (having control over important tasks) 

 Achievement (accomplishing goals) 

These factors make people feel satisfied and happy with their jobs when present. They are 

internal motivators. 

  Hygiene Factors (Extrinsic Factors): These are related to the work environment, such as: 

 Company policies 
 Supervision (how bosses treat employees) 

 Interpersonal relations (how well people get along with colleagues) 

 Working conditions (the physical work environment) 

 Salary (how much people are paid) 
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The absence of hygiene factors causes dissatisfaction, but even when these factors are present, 

they don't necessarily make people satisfied or motivated. They only prevent dissatisfaction. 

 

ERG – THEORY 

This theory of motivation was given by Alderfer (1972). This theory classifies needs into 

three categories in hierarchical order. 

  Existence Needs: These are the basic needs for survival, such as food, water, shelter, and 

safety. They correspond to Maslow’s physiological and safety needs. 

  Relatedness Needs: These are the needs for building good relationships, social interactions, 

and being valued by others. They relate to Maslow’s social needs. 

  Growth Needs: These involve the desire for personal growth, achievement, status, and 

recognition. They are similar to Maslow’s esteem and self-actualization needs. 

 

 

EDU COLLEGE OF COMMERCE and SERUMX MANAGMENT 

 



 

84 
 

EDU SERUMX COLLEGE OF COMMERCE and MANAGEMENT 

 

 

This theory differs from Maslow’s theory in following arguments: 

1. Maslow’s said that needs are divided in 5 categories hierarchal from basic to complex and 

only one need is been work on one time whereas Alderfer said that more than one need may be 

operative at the same time. 

 2. ERG Theory does not assume the rigid hierarchy for the satisfaction of needs i.e. it is not 

necessary that when one need is satisfied them only another need can be satisfied. Person can be 

working on growth, existence or relatedness needs at same time or on existence and relatedness 

needs even if growth need is unsatisfied.  

MC CLELLAND’S THEORY OF NEEDS 

 This theory was given David Mc Clelland (1961) which mainly focuses on three kinds of needs 

namely 
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Need for Achievement Theory (McClelland's Theory of Needs) 

1. Need for Achievement (NACH): 
This is the drive to excel and succeed. People with a high need for achievement aim to do 

things better than others and strive for personal accomplishment. They are motivated to 

set and achieve challenging goals, and they take responsibility for solving problems. 

2. Need for Power (NPOW): 
This is the desire to influence, control, or have authority over others. Individuals with a 

strong need for power enjoy being in charge and want to direct others’ behavior to 

achieve outcomes. 

3. Need for Affiliation (NAFF): 
This is the desire to build friendly, close interpersonal relationships. Individuals with a 

high need for affiliation seek social approval and prefer cooperative rather than 

competitive environments. They value relationships and work to maintain harmony. 

Key Insights: 

 People with a high need for achievement prefer jobs with personal responsibility, clear 

feedback, and moderate risk. They focus on self-improvement. 

 Those with a high need for power thrive in leadership roles where they can influence 

others and control situations. 

 Individuals with a high need for affiliation prioritize teamwork, friendships, and 

understanding within their work relationships. 
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Vroom's Expectancy Theory 

This theory explains motivation based on a person's belief that effort will lead to desired 

performance and outcomes. The theory involves three key concepts: 

1. Expectancy (Effort-Performance Link): 

This refers to a person’s belief that putting in effort will lead to a certain level of 

performance. If someone believes their hard work will improve their performance, they 

are more motivated. 

2. Instrumentality (Performance-Reward Link): 

This is the belief that performing well will lead to desired rewards (e.g., promotions, 

raises). If individuals believe their performance will be recognized and rewarded, they 

are motivated to perform better. 

3. Valence (Value of Reward): 

Valence refers to how much a person values the rewards they expect to receive. For 

example, a young worker might value a promotion highly, while someone nearing 

retirement might prioritize re-employment. 

Formula: 

Motivation = Expectancy × Instrumentality × Valence 

 This means motivation is strongest when individuals believe their efforts will lead to 

good performance (expectancy), that performance will be rewarded (instrumentality), and 

they highly value the reward (valence). 
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Goal-Setting Theory (Edwin Locke) 

Goals are specific targets that individuals aim to achieve in the future. Setting goals can have a 

strong impact on employee behavior and motivation. Edwin Locke developed this theory, 

emphasizing that when employees are involved in setting their goals, they are more motivated 

and perform better. Here's a simple breakdown of the key elements: 

1. Goal Acceptance: 

Employees need to accept the goals given to them. If the goals are too difficult, 

employees might not feel connected to them, which lowers their motivation and 

performance. Managers should involve employees in setting their goals to ensure they 

accept them. 

2. Goal Specificity: 
Goals should be clear, measurable, and specific. When employees understand the exact 

target, they can evaluate their performance more easily. 

3. Goal Challenge: 

Goals should be challenging but realistic. Employees are motivated when goals push 

them but are still achievable. Managers should provide the necessary direction, support, 

and resources. 

4. Performance Feedback: 

Regular feedback helps employees know how well they are doing. It motivates them to 

improve and achieve better performance. Self-feedback is also a powerful way to boost 

motivation. 
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Reinforcement Theory (B.F. Skinner) 

Reinforcement theory, developed by psychologist B.F. Skinner, focuses on how behavior is 

shaped by its consequences. The theory suggests that behavior is more likely to be repeated if it 

leads to positive outcomes, while negative outcomes discourage repeating the same actions. 

Here's a simple explanation of the four types of reinforcement: 

1. Positive Reinforcement: 

This involves giving rewards to encourage desired behavior. When someone does 

something good, rewards like money, praise, promotions, or recognition make it more 

likely they will repeat that behavior in the future. 

2. Negative Reinforcement: 

Also known as "avoidance learning," this is about using negative consequences to stop 

undesirable behavior. For example, warnings or penalties are used to encourage the 

person to avoid that behavior. 

3. Extinction: 

This approach involves completely ignoring or removing any reinforcement (whether 

positive or negative) to stop an undesirable behavior from continuing. 

4. Punishment: 
Punishment is used to reduce or eliminate undesirable behavior by applying negative 

consequences, such as reducing wages if an employee's performance is poor. 
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Equity Theory of Motivation 

Equity theory explains how employees compare their efforts and rewards with others to 

determine fairness in the workplace. It suggests that people feel motivated when they believe 

they are being treated fairly, and they feel demotivated if they perceive unfairness (inequity). 

Here’s a simple breakdown: 

 

1. Self-Inside: 

Comparing your current job with a different position you had within the same 

organization. 

2. Self-Outside: 
Comparing your current job with a position you had in another organization. 

3. Other-Inside: 
Comparing your job with another person's job within the same organization. 

4. Other-Outside: 

Comparing your job with someone’s job in a different organization. 
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When employee perceives inequity, they can make one of the following six choices of 

behaviour: 
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a) Change their inputs: Increase or decrease their inputs. Ex- can work hard or work less hard. 

b) Changing outcomes: Person can request to ask his or her outcome. Ex- ask for salary, office, 

recognition etc.  

c) Changing perception of self: Can leave that situation and to focus on other. Ex- if a person 

feels that he was not given proper rewards for the work he done and state of inequity is existing 

in a person’s mind then person can focus on the other task where he got the equality in terms of 

rewards or can get equal rewards.  

d) Change the comparison person: To compare with a person who is equal to or less than the 

person who is making comparison.  

e) Changing the inputs outcomes of others: Ask other person to reduce his or her inputs to the 

task or to reduce their outcomes. Distort the perception of others. 

 f) Leave the situation: Can transfer, change location, leave the job to avoid uncomfortable 

feelings and inequity. 

Ways to Motivate Employees in an Organization 

1. Recognize Individual Differences: 
Managers should understand each employee’s unique needs and try to connect these with 

the organization’s goals. This increases employee engagement and motivation. 

2. Set Goals and Provide Feedback: 

Employees should have specific, achievable goals. Regular feedback on their progress 

helps keep them informed and motivated. 

3. Involve Employees in Decision-Making: 
Allowing employees to participate in decisions, like selecting benefits or solving work-

related problems, makes them feel valued and increases motivation. 

4. Link Rewards to Performance: 

Rewards should be given based on how well employees perform, and employees should 

clearly see how their hard work leads to rewards. 

5. Ensure Fairness: 
Rewards should feel fair to employees compared to their efforts. Fairness motivates 

employees to stay engaged. 

6. Motivate Skilled Professionals: 

Professionals often seek inner satisfaction rather than external rewards. Provide them 

with challenging tasks, problem-solving opportunities, and chances to grow and develop. 

7. Motivate Low-Skilled and Temporary Workers: 
Temporary workers are motivated by training and the chance for a permanent role, while 

low-skilled workers respond to fair pay, good schedules, and a comfortable work 

environment. 
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Practical Application of Motivational Techniques 

 Management by Objectives (MBO)  

Management by objectives emphasis participative set goals that are tangible, verifiable and 

measurable. Four ingredients common to MBO programs are: Goal specificity, participative 

decisionmaking, an explicit time period and performance feedback 

a) Goal Specificity:The objectives in MBO should be concise statements of expected 

accomplishments.  

b) Participative decision making: The manager and employee jointly choose the goals and 

agree on how they will be measured. 

 c) An explicit time period:Each objective has a specific time period in which it is to be 

completed. 

 d) Performance feedback: Continuous feedback on progress towards goals is provided so that 

workers can monitor and correct their own actions. 

Employee Recognition Programs  

Employee recognition program consist of personal attention, expressing interest, approval and 

appreciation for a job well done. They can take numerous forms. Employee Recognition 

Programs has close link with Reinforcement Theory. 

Employment Involvement  

Employee involvement includes participative management, workplace democracy, and 

empowerment and employee ownership. Employees’ involvement in the decision making would 

positively affect them and by increasing their autonomy and control over their work lives, 

employees will become more motivated, more committed to the organization, more productive 

and more satisfied with their jobs 

Participative management  

The logic behind participative management is:  

a. Managers often do not know everything their employees do. 

 b. Better decisions  

c. Increased commitment to decisions  

d. Intrinsically rewarding employees make their jobs more interesting and meaningful.  
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The two common forms of participative management are: 

 a. Work councils- They are groups of nominated or elected employees who must be consulted 

when management makes decisions.  

b. Board representatives- They are employees who sit on a company’s board of directors and 

represent the interests of the firm’s employees. 

 

Quality circles (QC)  

QC consists of a work group of eight to ten employees and supervisors who have a shared area 

of responsibility. Key components of QC are (Robbins, 2003):  

 

 They meet regularly on company time to discuss their quality problems, investigate causes of 

the problems, recommend solutions, and take corrective actions.  

 They take over the responsibility for solving quality problems and they generate and evaluate 

their own feedback 

 Management typically retains control over the final implementation decision. 

 

Employee stock ownership plans (ESOPs): 

 In the typical ESOP, an employee stock ownership trust is created. Companies contribute either 

stock or cash to buy stock for the trust and allocate the stock to employees. Employees usually 

cannot take physical possession of their shares or sell them as long as they are still employed at 

the company. 
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LEADERSHIP 

 

 
 

Leadership is a key part of managing and is very important in getting things done within an 

organization. It involves creating enthusiasm and confidence in people, motivating them to want 

to follow and work toward common goals. Effective leadership is essential for strong managerial 

performance, but it doesn't come from a single workshop or from genetics alone—it requires 

time, effort, and practice to develop. 

Leadership is all about influencing people to work together willingly to achieve specific goals. If 

someone tries to guide others' actions, they’re acting as a leader, while those being influenced are 

the followers. 
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Definition of Leadership: 

Leadership is the ability to inspire a group to work enthusiastically and willingly toward a goal. 

A true leader encourages willingness in followers, not just obedience, which sets leaders apart 

from just managers. 

Formula for Leadership: 

Leadership can be thought of as: 

 L = F (G x W x S) 
Where: 

o L = Leadership 

o F = Functional Relationship 

o G = Goal 

o W = Willingness of followers 

o S = Situation 

Nature or Characteristics of Leadership 

1. Personal Skill: Leadership is a personal ability that comes from a person’s knowledge, 

expertise, and personality. It helps leaders inspire confidence and enthusiasm in their 

team to achieve goals. 

2. Followership: Leadership requires followers—it can't exist without them. Followers are 

essential, and their willingness to follow is what makes someone a leader. 

3. Influence: Leadership is about influencing others and encouraging them to work 

together. 

4. Interpersonal Relationships: Leadership involves interacting with others, forming a 

mutual relationship between leaders and followers. 

5. Shared Goals: Leadership depends on shared goals between the leader and followers, 

working together toward common objectives. 

6. Performance-Based: Leadership isn’t just about personality; it’s about actions—guiding, 

motivating, and getting things done. 

7. Setting an Example: Leaders lead by example. People are influenced by what a leader 

does more than what they say. 

8. Situational: Leadership is flexible and adapts to each situation. Effective leaders respond 

to changing situations. 

9. Responsibility: Leaders take responsibility for their team’s actions and outcomes. 

10. Communication: Good communication is essential for effective leadership. Without it, 

influencing others is difficult. 

11. Not All Managers Are Leaders: Managers have formal power, but not all of them 

inspire or influence others as leaders do. 

12. Formal and Informal: Leadership can be formal (from a manager) or informal (from 

anyone who inspires others within a group). 

13. Four Key Elements: Leadership involves a leader, followers, organization, and 

environment. All these factors affect leadership. 

14. Ongoing Process: Leadership is continuous and focused on achieving goals over time. 
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Key Functions of a Leader 

1. Setting Purpose: Leaders define and communicate the group’s mission. 

2. Inspiring Action: Leaders motivate people to give their best toward organizational goals. 

3. Managing the Organization: Leaders help in planning, organizing, coordinating, and 

controlling. 

4. Explaining Changes: Leaders interpret changes in the environment and help employees 

adapt. 

5. Representing the Group: Leaders represent the organization in dealings with outsiders. 

6. Encouraging Group Interaction: Leaders promote idea-sharing within the team. 

7. Achieving Goals: Leaders guide everyone to work towards the organization’s goals. 

8. Building Teamwork: Leaders create a sense of unity and cooperation among team 

members. 

9. Providing Direction: Leaders give clear instructions and maintain discipline. 

10. Managing Conflict: Leaders work to keep harmony within the team and resolve 

conflicts. 

11. Protecting Values: Leaders uphold ethical standards and values. 

12. Maintaining Stability: Leaders ensure the organization remains steady, even during 

challenging times. 

Distinction between Leadership and Management 

Aspect Leadership Management 

Definition 

The ability to influence and 

inspire others to work 

willingly toward a goal. 

The process of planning, 

organizing, directing, and 

controlling resources to 

achieve specific goals. 

Focus 
Vision and motivation 

towards future goals 

Organization, systems, and 

day-to-day processes 

Goal Orientation 
Creates a vision and inspires 

others to follow 

Sets and monitors specific 

objectives and achieves set 

goals 

Primary Role 
Motivates and inspires 

employees 

Maintains control and order 

within the organization 

Change Adaptation 
Embraces change and 

innovation 

Minimizes risks and maintains 

stability 

Approach to Work 
Seeks innovation and 

improvement 

Ensures efficiency and 

consistency in operations 

Risk-Taking Willing to take risks 
Prefers to minimize and 

manage risks 

People Interaction 
Builds relationships and 

inspires loyalty 
Supervises and directs people 

Problem-Solving 
Focuses on long-term vision 

and new opportunities 

Solves immediate, practical 

issues within set guidelines 

Example 

A leader would guide the team 

through change, inspiring 

confidence and vision. 

A manager would create and 

enforce steps to achieve 

organizational goals. 
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Styles and Patterns of Leadership 
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a) Leadership Styles Based on Attitude 

1. Positive Leadership: In this style, the leader motivates employees by offering positive 

rewards like praise, recognition, salary increases, promotions, or extra benefits. A 

positive leader believes that rewarding good work will make employees feel happy and 

satisfied, pushing them to perform better. This approach usually results in higher job 

satisfaction and motivates employees to work effectively. 

2. Negative Leadership: In this style, the leader relies on fear or punishment to get things 

done. This could include threats of job loss, demotions, suspension, or even penalties. 

Although this approach can sometimes get quick results, it creates a tense atmosphere 

and can harm the leader’s image in employees' eyes. It often feels more like "bossing 

around" than true leadership. 

b) Style based on use of Authority 
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Leadership Styles 

1. Autocratic Style (Authoritarian or Directive Leadership) 

o In this style, the leader keeps full authority and makes all decisions without 

involving employees. The leader gives orders that must be followed and takes full 

responsibility for all actions. There are different types of autocratic leaders: 

 Pure Autocrat: Acts like a dictator, deciding everything alone and often 

using criticism or penalties to motivate employees. 

 Benevolent Autocrat: Holds decision-making power but uses rewards to 

encourage employees. 

 Paternalistic Autocrat: Treats employees like children by offering 

benefits but not giving them much respect or responsibility. 

 Incompetent Autocrat: Uses an autocratic style to hide their own lack of 

skill, though this approach is unsustainable. 

Advantages 

o Allows for quick decisions. 

o Can work with less-skilled employees. 

o Provides structure and security. 

o Appeals to leaders with strong self-motivation. 

Disadvantages 

o Creates fear and limits employee development. 

o Can harm productivity. 

o Stifles future leadership potential. 

o Leads to defensive attitudes among employees. 

2. Democratic Style (Participative Leadership) 

o Leaders involve employees in decision-making, decentralizing authority and 

encouraging input. This style respects employees' ideas and provides them with 

freedom to contribute. Types of participative leaders include: 

 Consultative Leader: Seeks employee opinions but makes the final 

decision alone. 

 Consensual Leader: Discusses issues with employees to reach a 

consensus before deciding. 

 Democratic Leader: Gives full decision-making power to employees, 

often taking a vote. 

Advantages 

o Leads to well-rounded decisions. 

o Creates a positive, human-centered work environment. 

o Enhances job satisfaction and reduces grievances. 

o Builds trust, cooperation, and loyalty. 

o Boosts productivity and employee acceptance of management decisions. 
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Disadvantages 

o Decision-making can be slow. 

o Works best if employees are skilled and well-informed. 

o Risk of losing control if employees have too much freedom. 

3. Free-Rein Style (Laissez-Faire Leadership) 

o Leaders give employees high freedom to set goals and make decisions. This style 

depends on self-motivated, skilled employees, as the leader avoids direct control 

and only provides guidance when needed. 

Advantages 

o Promotes personal growth. 

o Fosters a sense of responsibility. 

o Encourages team spirit and independence. 

Disadvantages 

o Can lead to disorganization. 

o Lacks centralized authority, which may cause conflicts. 

o Sometimes used by leaders to avoid responsibility. 

o Can result in "non-leadership" where the leader loses control over employees. 
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Leadership Styles Based on Leader’s Behavior 

1. High-Task and Low-Relationship 

o Leaders focus mostly on getting tasks done and spend little time on building 

relationships or providing emotional support. This style is suitable for 

inexperienced employees who need a structured, work-focused approach but is 

not necessarily rude or harsh. 

2. High-Task and High-Relationship 
o Leaders give equal importance to task completion and relationship-building. They 

actively engage with employees, guiding their work and offering support, which 

is helpful when employees lack confidence or technical skills. 

3. High-Relationship and Low-Task 
o Leaders focus more on supporting employees emotionally and providing 

encouragement but give limited direction on the actual task. This style is 

relationship-focused and offers a positive, supportive environment. 

4. Low-Relationship and Low-Task 
o Leaders adopt a hands-off approach with minimal involvement in tasks and 

relationships. This free-rein style is most effective when employees are highly 

skilled, motivated, and self-sufficient. 

 

Leadership Styles Based on Assumptions about Employees 

(Based on McGregor’s Theory X and Theory Y) 

1. Job-Centered Leadership 

o Leaders are task-oriented, focusing on planning, designing jobs, resource 

allocation, and monitoring productivity closely. This style aligns with Theory X, 

where leaders believe employees need close supervision and direction to perform 

effectively. 

2. Employee-Centered Leadership 

o Leaders are people-oriented, seeing employees as individuals, fostering a 

supportive environment, and avoiding micromanagement. They trust employees, 

encouraging growth and development, which aligns with Theory Y, where 

leaders believe employees are motivated and capable of self-direction. 

E) Style based on decision making - Renises likert classified four styles of leadership 
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System Leadership Style 

System 1 Exploitive Authoritative 

System 2 Benevolent Authoritative 

System 3 Consultative Authoritative 

System 4 Participative Authoritative 

 

Exploitive Authoritative 

 Description: Highly autocratic with little trust in subordinates. 

 Decision-Making: Decisions are made at the top; subordinates have little input. 

 Communication: Avoids upward communication. 

 Motivation: Motivates through fear and threats. 

Benevolent Authoritative 

 Description: Patronizing attitude towards employees. 

 Decision-Making: Invites ideas from subordinates and allows some decision-making. 

 Communication: Some upward communication is allowed. 

 Motivation: Uses rewards and some punishments to motivate employees. 

Consultative Authoritative 

 Description: Substantial trust in employees, but not complete. 

 Decision-Making: Invites ideas and allows some decision-making by subordinates. 

 Communication: Acts consultatively on various matters. 

 Motivation: Encourages involvement but maintains control. 
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Participative Authoritative 

 Description: Complete trust in employees' decision-making. 

 Decision-Making: Involves high levels of participation from subordinates. 

 Communication: Acts as a source of knowledge and guidance. 

 Motivation: Sets high performance goals and encourages employee input. 

Managerial Grid Styles (Blake & Mouton) 

        

Style 
Concern for 

People 

Concern for 

Production 
Description 

Impoverished 

Management 
Low Low 

Minimum 

involvement; acts as 

a messenger. 

Country Club 

Management 
High Low 

Focuses on warm 

relationships; ignores 

production needs. 

Task Management Low High 
Prioritizes tasks over 

employee needs. 

Team Management High High 

Balances high 

morale with high 

efficiency. 

Middle Road 

Management 
Medium Medium 

Balances efficiency 

with reasonable 

human relations. 
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Trait Theory of Leadership 

Overview: Trait theory suggests that certain qualities or traits make someone a good leader. 

These traits help distinguish leaders from their followers. According to this theory, if a person 

has a specific set of characteristics, they are more likely to succeed in leadership roles. 

Key Traits of Successful Leaders 

1. Physical Characteristics: 

o Examples: Age, weight, height. 

o Importance: Physical presence can influence how people perceive a leader. 

2. Background Characteristics: 

o Examples: Education, social status, motivation, experience. 

o Importance: A leader’s background can shape their perspectives and ability to 

relate to others. 

3. Intelligence: 

o Examples: Ability to think critically, good judgment, and knowledge. 

o Importance: Smart leaders can make informed decisions and solve problems 

effectively. 

4. Task-Oriented Characteristics: 

o Examples: Need for achievement, sense of responsibility, initiative, and 

persistence. 

o Importance: Leaders who are focused on tasks can drive their teams toward 

achieving goals. 
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5. Social Characteristics: 

o Examples: Popularity, prestige, tact, diplomacy, and social responsibility. 

o Importance: Good leaders can connect with others and maintain positive 

relationships. 

6. Maturity: 

o Examples: Fairness, adaptability, open-mindedness, and human relations attitude. 

o Importance: Mature leaders can handle challenges gracefully and adapt to 

changing situations. 
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Merits and Limitations of Trait Theory 

Merits of Trait Theory 

1. Identifies Key Traits: 

o The theory highlights specific traits that differentiate leaders from non-leaders, 

making it easier to recognize potential leaders. 

2. Personality Influence: 

o It shows how a leader's personality affects their effectiveness. Understanding this 

can help organizations choose the right leaders. 

3. Practical Applications: 

o If we can identify the right leadership traits, we can train or select individuals who 

possess these traits to become effective leaders. 

Limitations of Trait Theory 

1. Vague Trait Lists: 

o The list of traits associated with successful leaders is not always clear or specific, 

making it hard to identify them accurately. 

2. Born vs. Trained: 

o The theory suggests that leaders are born with certain traits, ignoring the 

possibility that leadership skills can be developed through training. 

3. Not Just Personality: 

o Leadership effectiveness relies on more than just personality traits; other factors, 

such as context and environment, also play significant roles. 

 

Behavioral Theories of Leadership 

Overview: Behavioral theories focus on how leaders behave rather than what traits they possess. 

This approach looks at the actions of leaders and how those actions affect their teams. 

Key Differences from Trait Theory: 

1. Focus on Behavior: 

o Behavioral theories emphasize the behaviors of leaders instead of their personal 

traits. They study how these behaviors impact employee performance and 

satisfaction. 

2. Impact on Performance: 

o While trait studies differentiate leaders from non-leaders, behavioral studies 

explore how a leader’s actions influence their followers' effectiveness and 

happiness. 

Ohio State University Studies 

These studies were conducted after World War II to understand leadership better. They identified 

two main types of leader behaviors: 
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1. Initiating Structure: 

o This behavior involves defining and organizing group tasks, assigning jobs to 

team members, and supervising their work. Leaders who focus on this are more 

task-oriented. 

2. Consideration: 

o This behavior is about being friendly, respectful, supportive, and showing concern 

for the well-being of employees. Leaders who exhibit consideration build trust 

and good relationships with their team. 

Conclusion: The Ohio State studies highlight that leaders can be high or low in both initiating 

structure and consideration, and their effectiveness can depend on how they balance these two 

behaviors. 

 



 

108 
 

EDU SERUMX COLLEGE OF COMMERCE and MANAGEMENT 

 
 

Main Findings of the Ohio State Studies 

1. Consideration: 

o Leaders who show consideration for their employees tend to have lower 

absenteeism (people showing up for work) and fewer grievances (complaints). 

However, this consideration doesn't always lead to better performance. 

2. Initiating Structure: 

o Leaders who focus on initiating structure (defining tasks and supervising closely) 

tend to see better employee performance. However, this can also lead to negative 

outcomes like increased absenteeism and grievances. 

3. Combined Effects: 

o When both consideration and initiating structure are high, employee performance 

and job satisfaction are also high. Yet, in some cases, high productivity can still 

come with absenteeism and grievances. 
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The University of Michigan Studies 

Conducted around the same time as the Ohio State studies, the University of Michigan studies 

found similar results. They identified two main types of leadership: 

1. Production-Centered Leadership: 

o Leaders set strict tasks and standards, describe work methods, and supervise their 

employees closely. This is similar to the initiating structure concept from the Ohio 

studies. 

2. Employee-Centered Leadership: 

o Leaders encourage employee participation in setting goals and making decisions. 

They build respect and trust, leading to high employee performance. This aligns 

with the consideration concept from the Ohio studies. 

Managerial Grid Theory (Blake & Mouton) 

This theory categorizes leaders based on their concern for people versus their concern for 

production, showing five different leadership styles: 

1. Impoverished Management: 

o Low concern for both people and production. Leaders are minimally involved, 

acting mainly as messengers for communication. 

2. Country Club Management: 

o High concern for people but low concern for production. Leaders focus on 

creating warm and friendly relationships without pushing for high productivity. 

3. Task Management: 

o High concern for production but low concern for people. Leaders emphasize 

getting tasks done without regard for employees' needs or motivation. 

4. Team Management: 

o High concern for both people and production. This style fosters high morale and 

efficiency among team members, which is considered the most effective 

approach. 

5. Middle Road Management: 

o Balanced concern for both people and production. Leaders achieve adequate 

performance by finding a middle ground between efficiency and good human 

relations. 

Conclusion: Blake and Mouton argue that the Team Management style (high on both 

dimensions) is the most effective because it combines the best aspects of both concern for people 

and production. 
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Evaluation of Behavioural Theory 

Behavioural theories focus on how leaders act, how they assign tasks, communicate with their 

team, and motivate their subordinates. The main idea is that effective leadership behavior can be 

learned, meaning that anyone can become a good leader if they adopt the right behaviors. 

Leader-Member Exchange (LMX) Theory 

This theory is also known as the Vertical Dyad Model. It looks at the relationship between 

leaders and their subordinates, focusing on how these relationships affect leadership 

effectiveness. 

Key Concepts of LMX Theory: 

1. Vertical Dyads: 

o This term refers to the relationship between a leader and a subordinate. It 

emphasizes that the way a leader behaves can change depending on who they are 

working with. 

2. In-Group: 

o This group includes subordinates who are similar to the leader in terms of values, 

attitudes, or work style. Members of the in-group: 

 Get more responsibilities and attention from the leader. 

 Are often rewarded more. 

 Work closely with the leader and are part of their inner circle. 

 Tend to be more satisfied with their jobs, have lower turnover (less 

likelihood of leaving), and show a stronger commitment to the 

organization. 

3. Out-Group: 

o This group consists of members who are not as close to the leader. They: 

 Receive less attention and fewer rewards. 

 Are often managed more strictly through formal rules and policies. 

 Typically have lower job satisfaction and higher turnover compared to in-

group members. 
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Implications of LMX Theory 

1. Focus on Relationships: 

o Leadership is better understood by looking at the individual relationships (dyads) 

between leaders and their team members. Instead of just considering the leader's 

overall style, it's important to examine how they interact with each person. 

2. Critique of Average Leadership Style: 

o The idea of a single average leadership style that applies the same way to 

everyone in a group is out-dated and not very useful. Leaders need to recognize 

that different members have different needs and respond better to different 

approaches. 

3. Differentiated Treatment: 

o Leaders naturally behave differently with in-group and out-group members. This 

means that leaders should acknowledge these differences and adjust their 

behaviours to build stronger relationships, especially with their in-group 

members, while being mindful of how they interact with out-group members to 

foster a more inclusive environment. 
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Path-Goal Theory of Leadership 

Overview: 

 Path-Goal Theory was developed by Robert House. The main idea is that leaders help 

their team members succeed by creating a positive work environment. They do this by 

using the organization’s structure, rewards, resources, and support. 

Key Points: 

1. Supportive Environment: 

o Leaders provide support and resources that make it easier for employees to reach 

their goals. 

2. Clearing the Path: 

o Leaders clarify how employees can achieve their goals, helping them understand 

what steps to take. 

3. Motivation and Satisfaction: 

o The leader’s behavior becomes motivating and satisfying when it helps 

employees reach their goals and shows them the way to achieve those goals. 

4. Contingency Model: 

o This theory is considered a contingency model, meaning that a leader's 

effectiveness depends on various factors, including: 

 The characteristics of the work environment. 

 The specific needs and traits of the employees. 
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Evaluation of Path-Goal Theory 

Understanding the Theory: 

 The Path-Goal Theory highlights that the effectiveness of a leader’s behavior depends on 

the environment, the characteristics of their followers, and how followers perceive the 

connection between their effort, performance, and rewards. 

Key Points: 

1. Leader's Role: 

o Leaders must first assess the situation to understand what their followers need. 

o They should then choose a leadership style that fits the specific circumstances. 

2. Linking Effort to Performance: 

o Leaders help followers see how their efforts lead to better performance. 

o This connection encourages employees to work harder. 

3. Performance to Reward: 

o Leaders also show how good performance leads to rewards (like promotions, 

recognition, or bonuses). 

o This makes employees feel that their hard work will pay off. 

4. Follower Perceptions: 

o The way followers perceive these links is crucial. If they believe that effort leads 

to performance and performance leads to rewards, they are more motivated. 

Example Scenario 

 Situation: A team is working on a challenging project with tight deadlines. 

 Leader: The leader assesses the team's skills and realizes they need guidance and 

support. 

 Follower: Team members are unsure if their hard work will be recognized or rewarded. 

 Outcomes: 

o The leader decides to adopt a supportive style by providing regular feedback, 

offering training, and clearly communicating the rewards for meeting project 

goals. 

o As a result, team members feel more motivated to put in effort because they 

understand how their work leads to success and rewards. 
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Situational Leadership Theory 

Overview: 

 Developed by Paul Hersey and Kenneth Blanchard, this theory emphasizes that a leader 

should adjust their leadership style based on the maturity level of their followers. 

Key Concepts: 

 Maturity: In this context, maturity refers to: 

o Desire for Achievement: How motivated followers are to accomplish their tasks. 

o Willingness to Accept Responsibility: Their readiness to take on tasks and be 

accountable for their work. 

Leadership Styles 

Hersey and Blanchard identified four leadership styles that correspond to different levels of 

follower maturity: 

1. Directing (High Task, Low Relationship): 

o When to Use: For followers who are new or lack experience. 

o Leader's Role: Provide clear instructions and closely supervise the task. 

2. Coaching (High Task, High Relationship): 

o When to Use: For followers who are willing but may lack the necessary skills. 

o Leader's Role: Offer guidance and support while still directing tasks. 

3. Supporting (Low Task, High Relationship): 

o When to Use: For followers who are competent but lack confidence or 

motivation. 

o Leader's Role: Encourage and support them, allowing more autonomy in their 

tasks. 

4. Delegating (Low Task, Low Relationship): 

o When to Use: For followers who are highly skilled and confident. 

o Leader's Role: Give them the freedom to make decisions and manage their own 

work. 

Phases of Development 

According to the theory, the relationship between a leader and their subordinates goes through 

four phases, similar to a life cycle: 

1. Phase 1 (Directing): Followers are not skilled or motivated. Leaders need to provide 

clear direction. 

2. Phase 2 (Coaching): Followers are willing but inexperienced. Leaders should coach and 

guide them. 

3. Phase 3 (Supporting): Followers are capable but may need encouragement. Leaders 

should support and empower them. 

4. Phase 4 (Delegating): Followers are skilled and confident. Leaders can delegate tasks 

and allow autonomy. 
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Situational Leadership Styles Explained 

The Situational Leadership Theory describes four leadership styles that managers should use 

based on the development and maturity of their subordinates. Here’s a simplified explanation of 

each style and the corresponding phases: 

1. S1: Telling (Directive Style) 

 Phase: Initial Phase 

 What Happens: When new employees join an organization, they need clear guidance. 

 Manager's Role: The manager should be very directive, explaining the goals, tasks, 

rules, and procedures clearly. 

 Focus: This style is all about giving instructions and making sure everyone understands 

what to do. 

2. S2: Selling (Coaching Style) 

 Phase: Learning Phase 

 What Happens: Employees start to learn their tasks, but they still need support. 

 Manager's Role: The manager should remain task-oriented while also being supportive. 

They become familiar with employees and help them with encouragement and coaching. 

 Focus: This style involves guiding employees while still providing clear direction, 

helping them build confidence. 
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3. S3: Participating (Supporting Style) 

 Phase: Involvement Phase 

 What Happens: Employees become more capable and motivated. 

 Manager's Role: The manager no longer needs to give strict directions. Instead, they 

trust employees to make decisions and participate more actively in their work. 

 Focus: This style is about collaboration and involvement, where the leader and team 

work together to achieve goals. 

4. S4: Delegating (Hands-off Style) 

 Phase: Mature Phase 

 What Happens: Employees grow more confident and self-directed. 

 Manager's Role: The manager can step back and reduce the amount of support and 

encouragement. Employees are now capable of working independently. 

 Focus: This style allows employees to take charge of their tasks without needing constant 

direction from the manager. 

Summary 

 S1 (Telling): Clear directions for new employees. 

 S2 (Selling): Support and coaching as employees learn. 

 S3 (Participating): Collaboration as employees become more capable. 

 S4 (Delegating): Independence for experienced employees. 
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SWOT Analysis Simplified 

SWOT stands for Strengths, Weaknesses, Opportunities, and Threats. It’s a tool used by 

organizations to understand their strategic position and make better decisions. 

1. Strengths (Internal) 

 Definition: These are the qualities or resources that help an organization succeed. 

 Characteristics: 

o Can be tangible (like money or equipment) or intangible (like brand reputation 

or employee skills). 

o Examples: Strong financial resources, loyal customers, skilled employees, or a 

diverse product range. 

 Purpose: Identifying strengths helps the organization build on what it does well. 

2. Weaknesses (Internal) 

 Definition: These are factors that hinder the organization from reaching its goals. 

 Characteristics: 

o Areas that need improvement or that hold the organization back. 

o Examples: Outdated machinery, high employee turnover, limited research and 

development, or significant debt. 

 Purpose: Recognizing weaknesses allows the organization to address and improve these 

areas. 

3. Opportunities (External) 

 Definition: These are favorable conditions in the environment that the organization can 

take advantage of. 

 Characteristics: 

o They can come from changes in the market, technology, government policies, or 

industry trends. 

o Examples: Growing demand for products, new markets opening up, or changes in 

regulations that benefit the organization. 

 Purpose: Identifying opportunities helps organizations plan for growth and gain a 

competitive edge. 

4. Threats (External) 

 Definition: These are challenges from the external environment that could harm the 

organization’s performance. 

 Characteristics: 

o Factors that the organization cannot control but must prepare for. 

o Examples: Increased competition, economic downturns, changing consumer 

preferences, or new regulations. 

 Purpose: Recognizing threats helps organizations develop strategies to protect 

themselves. 
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Benefits of SWOT Analysis 

 Strategic Planning: Provides valuable information for making strategic decisions. 

 Strength Building: Helps organizations leverage their strengths. 

 Weakness Improvement: Identifies areas that need fixing. 

 Opportunity Maximization: Encourages organizations to pursue beneficial 

opportunities. 

 Threat Management: Helps prepare for potential challenges. 

 Core Competencies: Identifies what the organization does best. 

 Objective Setting: Aids in setting clear goals and objectives. 

 Historical Insights: Uses past data to inform future strategies. 

Conclusion 

SWOT Analysis helps organizations align their internal capabilities (strengths and weaknesses) 

with external factors (opportunities and threats). By doing so, they can create effective strategies 

to succeed in their business environment. 

SWOT Analysis provide information that helps in synchronizing the firm’s resources and 

capabilities with the competitive environment in which the firm operates. 

SWOT 

Analysis 
Description 

Strengths (S) 
Internal factors that give an organization an advantage. Examples: 

strong brand, loyal customer base, skilled workforce. 

Weaknesses (W) 
Internal factors that are obstacles to achieving objectives. Examples: 

high employee turnover, limited R&D, outdated technology. 

Opportunities (O) 
External factors that the organization can capitalize on for growth. 
Examples: market expansion, technological advancements, regulatory 

changes. 

Threats (T) 
External factors that could harm the organization’s performance. 
Examples: increasing competition, economic downturns, changing 

regulations. 

 

Limitations of SWOT Analysis 

1. Oversimplification: 

o SWOT Analysis can make complex situations seem simpler than they are. 

Organizations might miss important strategic details. 

2. Subjectivity: 

o Deciding what counts as a strength, weakness, opportunity, or threat can be very 

subjective. Different people may have different opinions on the same issue. 

3. Lack of Guidance: 

o While SWOT highlights important aspects, it doesn't provide clear steps on how 

to identify these factors for your organization. 
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4. External Limitations: 

o Some factors are beyond the control of management, such as: 

 Price increases 

 Availability of raw materials 

 Government regulations 

 Economic conditions 

 Restrictions on entering new markets 

5. Internal Limitations: 

o There are also internal issues that can affect the organization, like: 

 Limited research and development resources 

 Poor product quality 

 Bad relationships with employees 

 Lack of skilled workers 

Overall, while SWOT Analysis is a helpful tool for strategic planning, it's important to be aware 

of its limitations and consider them when making decisions. 
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