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                                                                       Unit-1 

Management: An Overview 

This one is a classic. Taylor's scientific theory poses some fascinating questions by diving deeper 

into the efficiency of work processes. Taylor was an engineer, and he experimented in various 

ways to determine the most efficient and effective ways to get tasks done. 

On the surface, this theory held great value. The scientific theory aimed to make work more 

efficient. Unfortunately, the theory had some major flaws as well. 

Taylor created four principles of his scientific management theory. First, each task should be 

studied to determine the most efficient way to do the task. This disrupts traditional work 

processes. Second, workers should be matched to jobs that align with both their abilities and 

motivation. Third, workers should be monitored closely to ensure they only follow best working 

practices. Fourth, managers should spend time training employees and planning for future needs. 

There are a few positives of this theory. Maximizing efficiency is a great idea. Assigning 

workers to jobs based on their abilities and motivation levels is also an interesting idea that could 

have beneficial effects in some areas. 

Major flaws in the theory include the de-emphasis on teamwork. An incredible focus on specific 

and individualized tasks eliminates creative problem-solving and makes teamwork obsolete. The 
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scientific management theory also encourages micromanagement that could drive today's 

employees crazy. 

Administrative theory by Henri Fayol 

Fayol developed six functions of management that work in conjunction with 14 management 

principles. This theory has a few core ideas that live on today, but you'll rarely find a workplace 

swearing by Fayol's 14 principles. 

The six functions are as follows: 

 Forecasting 

 Planning 

 Organizing 

 Commanding 

 Coordinating 

 Controlling 

Some people combine forecasting and planning into one function, simplifying the theory down to 

five functions. The functions are straightforward, with Fayol saying managers need to plan for 

the future, organize necessary resources, direct employees, work collaboratively and control 

employees to make sure everyone follows necessary commands. 

The 14 principles are as follows: 

https://www.business.com/articles/management-theory-of-henri-fayol/
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 Division of work – Employees should have complementary skill sets that allow them to 

specialize in certain areas. 

 Authority – Management needs authority to give employees orders. This authority must 

be agreed upon. 

 Discipline – This gets to the idea of employees listening to commands and being 

disciplined in getting work done. If a manager sets a deadline, an employee should have 

the discipline to meet it. 

 Unity of command – Employees answer to their managers, and there aren't a bunch of 

unnecessary people involved with the process. Going over your manager's head would be 

an example of breaking this principle. 

 Unity of direction – Teams should be striving for common goals. 

 Subordination of individual interests – The team comes before the individual. 

 Remuneration – There are monetary and non-monetary versions of remuneration. Both 

are needed to motivate employees. 

 Centralization – There should be a balance between decision-making power. For 

example, a company's board of directors should have a say, but the midlevel managers 

shouldn't be overpowered. 

 Scalar chain – Each company should have clear hierarchical structures. 

 Order – This refers mostly to cleanliness and organization within a workplace. An office 

shouldn't be disgustingly messy. 

 Equity – Employees should be treated well. 
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 Stability of tenure of personnel – This principle suggests that businesses should try to 

limit turnover and keep employees around as they accumulate knowledge and improve. 

 Initiative – Employees should share ideas and be rewarded for innovative thinking and 

taking on new tasks. 

 Esprit de corps – Employee morale matters. This principle suggests that managers 

should work to keep employees engaged and interested. 

There are quality aspects of this theory. Remembering all 14 principles can be challenging and 

makes more sense for a test on management than an entrepreneur running their business, but the 

principles apply in today's workforce. Things like equity and remuneration are important aspects 

of management. Other principles, like scalar chain, aren't always necessary. Some businesses 

find success without clear hierarchies, and the organizational setup depends largely on the 

business and the size of the company. 

Bureaucratic theory by Max Weber 

Weber created the bureaucratic theory, which says an organization will be most efficient if it 

uses a bureaucratic structure. Weber's ideal business uses standard rules and procedures to 

organize itself. He believed this strategy was especially effective for large operations. 

The theory includes the following five principles: 

https://www.business.com/articles/management-theory-of-max-weber/
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 Task specialization – Weber stressed the importance of each employee fulfilling a 

specific role within a company. 

 Hierarchy – Weber wanted each company to have a clear hierarchy within the 

organization. 

 Formal selection – When selecting leaders, businesses view a person's qualifications. 

They should be appointed to certain roles based on qualifications, which means they 

won't be elected by vote. 

 Rules and requirements – These ensure everyone knows what's expected of them. 

Weber wanted business to have uniform standards, and rules are essential to achieve this 

goal. 

 Impersonal – The rules and regulations make a business structure impersonal. 

Promotions aren't about emotions or personal ties, but rather performance. 

Elements of this theory make sense. Some rules and standards are certainly necessary within 

every organization. On the other hand, it's not easy to implement many of these ideas. The theory 

and practice don't line up. It's almost impossible to keep emotions out of business decisions, and 

sometimes emotions are needed. 

If your company offers three months of paternity leave, but a new mother has complications with 

her baby near the end of those three months, some managers may offer another few weeks at 

home to care for the child. With Weber's mindset, a manager would coldly ask her to return to 
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work after three months like everyone else. Emotions shouldn't always dictate decisions, but the 

best managers can relate to their employees on a personal level. 

Human relations theory by Elton Mayo 

In stark contrast to Weber's bureaucratic theory of management, the human relations theory 

emphasizes relationships. Mayo believed that productivity increases when people feel like they 

are part of a team and valued by their co-workers. 

The human relations theory emphasizes praise and teamwork as motivational factors. This is 

basically the opposite of the bureaucratic theory. While emphasizing personal factors is a good 

idea, there can be too much of a good thing. Valuing relationships above all else can lead to 

tricky situations like office romances and promotions based on personality rather than job 

accomplishments. 

A happy medium between the bureaucratic theory and human relations theory might be a better 

goal for managers. Some rules are necessary, but you shouldn't dehumanize employees either. 

Systems theory by Ludwig von Bertalanffy 

The systems theory of management believes that each business is a system, much like a living 

organism, with numerous things going on to keep the operation rolling along. A business isn't 

https://www.business.com/articles/human-relations-management-theory-basics/
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just its CEO, and a person isn't just a brain. A person needs its other organs and other key 

features to live. A business needs more than just a CEO to survive. 

While the organism idea is a little extreme – most business operations aren't life-or-death 

endeavors – the analogy applies. The systems theory says everything needs to work together for 

a business to succeed. 

There is some truth to this theory, as businesses can benefit from getting different departments 

on the same page. If a business's sales team is struggling, it can hurt the whole operation. On the 

other hand, a sales team struggling doesn't necessarily hurt the accounting department. Many 

businesses have separate entities within their organization, so this theory isn't completely 

accurate.   

X&Y theory by Douglas McGregor 

The X&Y theory of management assumes there are two different types of workers. Theory X 

workers lack ambition and drive and need to be ordered around by bosses to do anything. Theory 

Y workers, on the other hand, enjoy work and strive for self-fulfillment. 

Both views of employees are a bit extreme, as most workers fall somewhere between X and Y. 

Employees don't need to be ordered to do every task, but there is some need for discipline and 

rules for most employees. Many employees do enjoy work, but it doesn't always come naturally 

https://www.business.com/articles/management-theory-of-douglas-mcgregor/
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and requires some encouragement at times. There should be a middle ground for implementing 

this theory. 

"This theory is largely considered to be obsolete today, as few managers begin from a starting 

position of being highly polar or binary in terms of their management style being just one of two 

options at opposing ends of a spectrum," said Polly Kay, marketing manager at English Blinds. 

The bottom line on management theories 

Management theories popularized in the early to mid-1900s weren't perfect. That's unsurprising, 

as different theories of management have gained steam in recent decades. Popular management 

theories from the past often touch on important aspects of management but ignore other crucial 

points. When studying or implementing these theories, it's important to know the pros and cons 

of each and how those might apply to your business, even if you aren't directly using a certain 

style. 

"In the real working world, few managers and business leaders consciously use management 

theories as rigid frameworks to adhere to or as long-term guiding principles," said Kay. "That 

said, many do attempt to consciously incorporate individual elements of their preferred 

management theories into their broader management style." 

When it comes to implementing management theories, it's important to understand that no two 

employees or businesses are the same. A certain style may offend one employee, while another 

https://www.englishblinds.co.uk/


   DNYANSAGAR ARTS AND COMMERCE COLLEGE, BALEWADI, PUNE – 45 

 

   SUBJECT: Business Management CLASS: SY B.Com lll SEM (2019 PATTERN) 

 
 

 

Prof. Maya Jadhav                                                                                                      www.dacc.edu.in  
 

employee may respond beautifully. Management is both art and science, and being an effective 

manager requires more than an understanding of certain theories. How they put them into 

practice is what separates good and bad managers. 
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                                                                        Unit-2 

                           Understanding Management : Planning and Decision Making 

 

Deciding in advance what to do& how to do it. It is one of the basic managerial functions. 

• It involves 2 aspects: Setting of aims and objectives of the organization + Selecting and 

developing an appropriate course of action to achieve these objectives. 

Koontz and O‘Donnell – ―Planning is deciding in advance what to do, how to do, when to do, 

and who to do it. Planning bridges the gap from where we are to where we want to go. It makes 

it possible for things to occur which would not otherwise happen. 

• Involves setting of objectives & developing an appropriate course of action to achieve these 

objectives 

Importance of Planning 

1. Planning provides directions: By stating in advance how the work is to be done 

planning provides direction for action. If there was no planning, employees would be 

working in different directions and the organization would not be able to achieve its goals 

efficiently. 
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activities are mentioned. 

4. Planning promotes innovative ideas: Planning is the first function of management. 

Managers get the opportunity to develop new ideas and new ideas can take the shape of concrete 

plans. 

5. Planning facilities decision making: Under planning targets are laid down. The manager has 

to evaluate each alternative and select the most viable option. 

6. Planning establishes standards for controlling: Planning provides the standards against 

which the actual performance can be measured and evaluated. Control is blind without planning. 

Thus planning provides the basis for control. 

Limitations of Planning 

(A) Internal Limitations 

1. Planning leads to rigidity: Planning discourages individual’s initiative &creativity. The 

managers do not make changes according to changing business environment. They stop taking or 

giving suggestions and new ideas. Thus detailed planning may create a rigid framework in the 

organization. 

2. Planning may not work in dynamic environment: Planning is based on anticipation of 

future happenings and since future is uncertain and dynamic therefore, the future anticipations 

are not always true. 
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3. Planning involves huge costs: When plans are drawn up, huge cost is involved in their 

formulation. 

4. Planning is time consuming: Sometimes plans to be drawn up take so much of time that there 

is not much time left for their implementation. 

5. Planning does not guarantee success: The success of an enterprise is possible only when 

plans are properly drawn and implement. Sometimes managers depend on previously tried 

successful plans, but it is not always true that a plan which has worked before will work 

effectively again. 

6. Planning reduces creativity: In planning, work is to be done as per pre-determined plans. It 

is decided in advance what is to be done, how it is to be done and who is going to do it. 

Moreover, planning is done by top management which leads to reduction of creativity of other 

levels of management. 

(B) External Limitations 

They are those limitations of planning which arises due to external factors over which an 

organization has no control. 

1. Changes in Government policies way leads to failure of planning. 

2. Natural calamities such as flood, earthquake etc. also adversely affect the success of planning. 

3. Changes in the strategies of competitors also leads to failure of planning many times. 

4. Regular technological changes may affect planning. 

5. Changes in the Economic and Social Conditions also reduces the effectiveness of planning. 
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Planning Process 

1. Setting Objectives: 

– Objectives specify what the organization wants to achieve. 

– Objectives can be set for the entire org. & stated to each dept. within the org. very clearly, to 

determine how all depts. would contribute towards overall objectives. 

-Then these have to percolate down to all employees at all levels so that they understand how 

their actions contribute to achieving objectives. 

– E.g. Objective could be to achieve sales, expansion of business etc. 

2. Developing Premises: 

– Plans are made on the basis of some assumptions. 

– These assumptions, which provide the basis for planning, are called premises. 

– All managers involved in planning should be familiar w/ them, cuz plans are expected to 

operate & reach their destination subject to these. They can be: 

• Internal premises: Cost of products, capital, machinery, profitability etc. 

• External premises: Changes in technology, population growth, competition, govt. policies etc 

3. Identifying Alternative Courses Of Action: 

– After setting the objectives, managers make a list of alternatives through which the org. can 

achieve its objectives as there can be many ways to achieve the objectives & managers must 

know all of them. 

– E.g. Sales could be increased through any of the following ways: 
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• By enhancing advertising expenditure 

• Appointing salesmen for door-to-door sales 

• By offering discounts 

• By adding more product lines. 

4. Evaluating Alternative Courses Of Action 

– Positive & negative aspects of each &every proposal need to be evaluated to determine their 

feasibility and consequences in the light of each objective to be achieved. 

– E.g. In financial plans, risk-return trade-off are imp. Riskier the investment, higher the returns 

it is likely to give. To evaluate such proposals, detailed calc. of earnings, taxes, earnings per 

share etc. should be done. 

5. Selecting The Best Alternative 

– Real point of decision-making→ Best plan has to be adopted and implemented. 

– The ideal plan = most feasible, profitable and with least negative consequences. 

– Most plans may not be subjected to mathematical analysis. In such cases, subjectivity & 

manager‘s experience, judgment and intuition are important to select the most viable alternative. 

– Sometimes a combination of plans may be selected instead of one best course. 

6. Implementing The Plan 

– Concerned with putting the plan into action. 

– For implementing the plans, managers start organizing & assembling resources for it. 

– E.g. If there is a plan to ↑ production, then more labour, more machinery will be reqd. This step 

would also involve organizing for more labour and purchase of machinery. 
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7. Follow Up Action 

– This involves monitoring the plans and ensuring that activities are performed according to the 

schedule. 

– Whenever there are deviations from plans, immediate action has to be taken to bring 

implementation according to the plan or make changes in the plan. 

TYPES OF PLAN 

Plan 

A Plan is a specific action proposed to help the organization achieve its objectives. It is a 

document that outlines how goals are going to be met. The importance of developing plans is 

evident from the fact that there may be more than one means of reaching a particular goal. So 

with the help of logical plans, objectives of an organization could be achieved easily. 

SINGLE USE PLAN 

A Single use plan in a business refers to plan developed for a one-time project or event that has 

one specific objective. It applies to activities that do not reoccur or repeat. It is specifically 

designed to achieve a particular goal. Such plan is developed to meet the needs of a unique 

situation. The length of a single use plan differs greatly depending on the project in question, as a 

single event plan may only last one day while a single project may last one week or months. For 

example, an outline for an advertising campaign. After the campaign runs its course, the short 

term plan will lose its relevance except as a guide for creating future plans. 

Types of Single Use Plan 
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1. Programme: A programme is a single use plan containing detailed statements about project 

outlining the objectives, policies, procedures, rules, tasks, physical and human resources required 

to implement any course of action. 

2. Budget: A budget is a statement of expected result expressed in numerical terms for a definite 

period of time in the future. 

STANDING PLANS 

Standing plans are used over and over again because they focus on organizational situations that 

occur repeatedly. They are usually made once and retain their value over a period of years while 

undergoing revisions and updates. That is why they are also called repeated use plans. For 

example, Businessman plans to establish a new business Entrepreneur drafts business plan before 

opening the doors to their business, and they can use their plan to guide their efforts for years 

into the future. 

Types of Standing Plans 

1. Objectives: Objectives are defined as ends for the achievement of which an organization goes 

on working. They may be designed as the desired future position that the management would like 

to reach. The first and foremost step of the planning process is setting organizational objectives. 

Examples increasing sales by 10%, Getting 20% return on Investment etc. Objectives should be 

clear and achievable. 

2. Strategy: Strategies refer to those plans which an organization prepares to face various 

situations, threats and opportunities. When the managers of an organization prepare a new 

strategy for the business it is called internal strategy and when some strategies are prepared to 
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respond to the strategies of the competitors, then such strategies are called external strategies. 

Examples, selection of the medium of advertisement, selection of the channel of distribution etc. 

3. Policy: Policies refers to the general guidelines which brings uniformity in decision-making 

for achievement of organizational objectives. They provide directions to the managers of an 

organization. They are flexible as they may be changed as per requirement. Example, selling 

goods on cash basis only, reserving some post for women in the organization. 

4. Procedure: Procedures are those plans which determine the sequential steps to carry out some 

work/activity. They indicate which work is to be done in which sequence/way. They help in the 

performance of work. Procedures are guides to action. Example: Process adopted in the Selection 

of Employees. 

5. Rule: Rules are specific statement that tell what is to be done and whatnot to be done in a 

specified situation. They help in indicating which points are to be kept in mind while performing 

task/work. Rules are rigid which ensure discipline in the organization. Example : ‘No smoking in 

the office premises’. Violation of rules may invite penalty. 

6. Method: Methods are standardized ways or manners in which a particular task has to 

be performed. There may be many ways/method of completing a task but that 

method/way must be selected by which work can be done early at the minimum possible 

cost. Methods are flexible. Example, various methods of training are adopted by an 

organization to train its employees like apprenticeship training, vestibule training etc. 

Basis of Single use plans Standing Plans 
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Difference 

1. Meaning 

A single use plans in a business 

refers to plans developed for a one 

time project or event that has 

same objective. 

A standing plans in a business refers to 

plans developed for using over and over 

again because they focus on organizational 

situations that occur repeatedly. 

2. Objective 

Single use plans is developed to 

carry out a course of action that is 

not likely to be repeated in future 

time. 

Standing plans however is developed for 

activities that occur regularly over a period 

of time. 

3. Scope 

Single use plans generally 

encompass a narrow scope 

targeting a specific project or 

event. 

Standing plans generally encompass a 

wider scope involving more than one 

department or business function. 

4. Stability 

Single use plans are discarded 

when the situation, project or 

event is occur. 

Standing plans are relatively stable and 

used over and over again with necessary 

modifications or updations. 

5. Example Budget for Annual General Recruitment and selection procedure for a 
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Meeting of Shareholders. particular post in a company. 
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                                                                      Unit-3 

                                 Management at Work : The process of organizing and staffing 

Meaning of Organizing 

•nce the objectives and plans are laid down, management has to identify and establish productive 

relationships between various activities and resources for implementing plans. In general words 

organising refers to arranging everything in orderly form and making the most efficient use of 

resources. The aim of organizing is to enable people to work together for a common purpose. 

‘Organizing is the process of identifying and grouping the work to be performed, defining and 

delegating responsibility and authority and establishing relationships for the purpose of enabling 

people to work most effectively together in accomplishing objectives.’ 

Steps Involved in the Process of Organizing 

1. Identification & Division Of Work: – 

The total work to be done should be divided into specific jobs as according to predetermined 

plans. – 

Job = a set of related tasks that can be performed by an individual. It should have specific and 

definite tasks to be performed. As far as possible, it should define expected results along with the 

job. 

– Division of work → specialization of efforts and skills + avoids duplication of work. 

– Management must ensure that all the activities required to achieve organizational objectives 

are identified. 
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2. Departmentalization: 

– Grouping similar and related jobs into larger units called departments, divisions or sections and 

placing them under a department head. It facilitates specialization. 

– The departments are linked together and are interdependent. 

– Aims at achieving co-ordination and facilitate unity of action. Departmentation can be done on 

the basis of: 

•Functions: marketing, personnel, finance etc. 

•Products: Textiles, chemical, power division etc. 

•Territories: Western, northern, central, eastern etc. 

3. Assignment Of Duties: 

– Define the work of different job positions and allocate work accordingly. 

– Once departments are formed, the dept is placed under the charge of an individual. 

– Jobs are assigned to an individual best suited to perform it. 

– Qualifications, experience, ability and aptitudes of people should be matched with duties. 

– E.g. activities of finance should be assigned to persons having qualifications and experience in 

finance e.g. C.A‘s. 

4. Establishing Reporting Relationships: 

– Granting requisite authority to enable employees to perform the job satisfactorily. 

– Superior subordinate relations between different people and job positions created, so that 

everybody knows from whom he is to take orders and to whom he can issue orders. 

– Creates management hierarchy = a chain of command from the top manager to the individual at 
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the lowest level. 

– This helps in coordination. 

Importance of Organizing 

1. Benefits of specialization: In organizing every individual is assigned apart of total work and 

not the whole task. This division of work into smaller units and repetitive performance leads to 

specialization. Thus organizing promotes specialization which in turn leads to efficient & speedy 

performance of tasks. 

2. Clarity in working relationship: It helps in creating well defined jobs and also clarifying the 

limits of authority and responsibility of each job. The superior-subordinate relationship is clearly 

defined in organizing. 

3. Effective Administration: It provides a clear description of jobs and related duties which 

helps to avoid confusion and duplication. Clarity in working relationships enables proper 

execution of work which results ineffective administration. 

4. Optimum utilization of resources: The proper assignment of jobs avoids 

overlapping/duplication of work. This helps in preventing confusion and minimizing the wastage 

of resources and efforts. 

5. Adoption to Change: A properly designed organizational structure is flexible which 

facilitates adjustment to changes in workload caused by change in external environment related 

to technology, products, resources and markets. 

6. Development of Personnel: Sound organization encourages initiative and relative thinking on 

part of the employees. When managers delegate their authority, it reduces their workload so they 
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can focus on more important issues related to growth & innovation. This also develops the 

subordinates’ ability and helps him to realize his full potential. 

7. Expansion and growth: It helps in growth & diversification of an enterprise by adding more 

job positions, departments, products lines, new geographical territories etc. 

Meaning of Organizational Structure 

It seeks to establish relations among all the persons working in the organization. Under the 

organizational structure, various posts are created to perform different activities for the 

attainment of the objectives of the enterprise. Relations among persons working on different 

posts are determined. The structure provides a basis or framework for managers and other 

employers for performing their functions. The organization structure can be defined as the frame 

work within which managerial and operating tasks are performed. 

Relation between Span of Management and Organization structure: 

Span of management refers to the number of subordinates that can be effectively managed by a 

superior. The Span of management to a large extent gives shape to the organization structure. 

This determines the levels of management in the structure. Arrow span of management results in 

tall structure whereas wider span of management results in flat structure. 
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(A) Functional Structure: In functional structure activities are grouped and departments are 

created on the basis of specific functions to be performed. For example, all the jobs related to 

production are grouped under production department, sales departments etc. 

 

Suitability 

(1) Large organizations producing one line of product. 

(2) Organizations which require high degree of functional specialization with diversified 

activities. 

Advantage 

1. Specialization: Better decision of labour takes place which results in specialization of 

functions and its consequent benefits. 

2. Coordination is established: All the persons working within a departmental are specialists of 

their respective jobs. It makes the co-ordination easier at departmental level. 

3. Helps in increasing managerial efficiency: Managers of one department are performing 

same type of function again and again which makes them specialized and improves their 

efficiency. 

4. Minimizes cost: It leads to minimum duplication of effort which results in economies of scale 

and thus lowers cost. 

Disadvantages 
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1. Ignorance of organizational objectives: Each departmental head works according to his own 

wishes. They always give more weight to their departmental objectives. Hence overall 

organizational objectives suffer. 

2. Difficulty in Inter-departmental Coordination: All departmental heads work as per their 

own wishes which leads to coordination within the department easier but it makes inter-

departmental coordination difficult. 

3. Hurdle in complete development – because each employee specializes only in a small part of 

the whole job. 

 

(B) DIVISIONAL ORGANIZATION STRUCTURE 

Dividing the whole enterprise according to the major products to be manufactured (like metal, 

plastic, cosmetics etc.) is known as divisional organization structure. 

 

Suitability: This structure is suitable in organizations producing multi product or different lines 

of products requiring product specialization. Also growing companies which intend to add more 

lines of products in future adopt this structure. 

Advantages 



   DNYANSAGAR ARTS AND COMMERCE COLLEGE, BALEWADI, PUNE – 45 

 

   SUBJECT: Business Management CLASS: SY B.Com lll SEM (2019 PATTERN) 

 
 

 

Prof. Maya Jadhav                                                                                                      www.dacc.edu.in  
 

1. Quick decision-making: Divisional manager can take any decision regarding his division 

independently which makes decisions quick and effective. 

2. Divisional results can be assessed: Division results (profit/loss) can be assessed easily. On 

this basis any unprofitable division can be closed. 

3. Growth and Expansion: It facilitates growth and expansion as new divisions can be added 

without disturbing existing departments. 

Disadvantages 

1. Conflicts among different divisions on allocation of resources. 

2. Duplicity of Functions: Entire set of functions is required for all divisions. It gives rise to 

duplicity of efforts among divisions & increases cost. 

3. Selfish Attitude: Every division tries to display better performance and sometimes even at the 

cost of other divisions. This shows their selfish attitude. 

FORMAL ORGANISATION 

– Refers to the org. structure that is designed by the management to accomplish organizational 

objectives.. 

– It specifies clearly the boundaries of authority & responsibility and there is a systematic 

coordination among the various activities to achieve organizational goals. 

– Louis Allen – System of well defined jobs, each bearing a definite measure of authority, 

responsibility & accountability. . 

Features 
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1. It is deliberately created by the top management. 

2. It is based on rules and procedures which are in written form. 

3. It is impersonal i.e. does not takes into consideration emotional aspect. 

4. It clearly defines the authority and responsibility of every individual. 

5. It is created to achieve organizational objectives. 

Advantages 

1. Easier to fix responsibility since mutual relationships are clearly defined. 

2. No overlapping of work – because things move according to a definite plan. 

3. Unity of command through an established chain of command. 

4. Easy to achieve objectives – because coordination and optimum use of human and material 

resources. 

5. Stability in the organization – because behavior of employees can be fairly predicted since 

there are specific rules to guide them. 

Disadvantages 

1. The Work is based on rules which causes unnecessary delays. 

2. Lack of initiative: The employees have to do what they are told to do and they have no 

opportunity of thinking. 

3. Limited in scope: It is difficult to understand all human relationships in an enterprise as it 

places more emphasis on structure and work. 

INFORMAL ORGANISATION 
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An informal organization is that organization which is not established deliberately but comes 

into existence because of common interests, tastes and religious and communal relations. The 

main purpose of this organization, structure is getting psychological satisfaction. For example, 

employees with similar interest in sports, films, religion etc. may form their own informal 

groups. 

Features 

1. It originates from within the formal organization as a result of personal interaction among 

employees. 

2. It has no written rules and procedures. 

3. It does not have fixed lines of communication. 

4. It is not deliberately created by the management. 

5. It is personal means the feelings of individuals are kept in mind. 

Advantages 

1. Speed: Prescribed lines of communication are not followed which leads to faster spread of 

information. 

2. Fulfillment of social needs – enhances job satisfaction which gives them a sense of 

belongingness in the organization. 

3. Quick solution of the problems – because the subordinates can speak without hesitation 

before the officers, it helps the officers to understand the problems of their subordinates. 

Disadvantages 
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1. It creates rumours: All the persons in an informal organization talk careless and sometimes a 

wrong thing is conveyed to the other persons. 

2. It resists change and lays stress on adopting the old techniques. 

3. Priority to group interests: Pressurizes members to conform to group expectations. 

Difference between Formal Informal Organisation 

Basis Formal Organisation Informal Organisation 

1. Meaning 

It refers to the structure of well 

defined authority and 

responsibility. 

It refers to the network of social 

relationships which develops 

automatically. 

2. Nature Rigid and stable Flexible and unstable 

3. Authority 

Arises by virtues of positions in 

management. 

Arises out of personal qualities. 

4. Adherence to 

rules 

Violations of rules may lead to 

penalities and punishments. 

No such penalities and punishments. 

5. Flow to 

Communication 

Takes place through the scalar 

Chain. 

Not through a planned route, it can 

take plane in any direction. 
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6. Purpose 

To achieve planned 

organizational objectives. 

To satisfy social and cultural needs 

and fulfill common interests. 

7. Formation/ origin 

Deliberately planned and created 

by management. 

Emerges spontaneously as a result of 

social interaction among employees. 

8. Structure 

Well defined structure of tasks 

and relationships. 

No clear cut structure because of 

complex network of relationships. 

9. Flow of 

Authority 

Authority flows from top to 

bottom i.e. downwards. 

Authority flows vertically as well as 

horizontally. 

10. Interdependence Independent. Depends on formal structure. 

Delegation of Authority 

Meaning: It means the granting of authority to subordinates to operate within the prescribed 

limits. The manager who delegates authority holds his subordinates responsible for proper 

performance of the assigned tasks. To make sure that his subordinates perform all the works 

effectively and efficiently in expected manner the manager creates accountability. 

Process/Elements of Delegation 

1. Authority: The power of taking decisions in order to guide the activities of others. Authority 

is that power which influences the conduct of others. 
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2. Responsibility: It is the obligation of a subordinate to properly perform the assigned duty. 

When a superior issues orders, it becomes the responsibility of the subordinate to carry it out. 

3. Accountability: When a superior assigns some work to a subordinate, he is answerable to his 

superior for its success or failure. 

Principle of Absoluteness of Accountability: Authority can be delegated but 

responsibility/accountability cannot be delegated by a manager. The authority granted to a 

subordinate can be taken back and re-delegated to another person. The manager cannot escape 

from the responsibility for any default or mistake on the part of his subordinates. For example, If 

the chief executive asks marketing manager to achieve a sales target of sale of 100 units/day. The 

marketing manager delegates this task to deputy sales manager, who fails to achieve the target. 

Then marketing manager will be answerable for the work performance of his subordinates. Thus, 

accountability is always of the person who delegates authority. 

 

Process of Delegation of Authority 

Difference between Authority, Responsibility and Accountability 

Basis Authority Responsibility Accountability 

1. Meaning Right to command 

•bligation to perform 

an assigned task. 

Accountability for the 

outcome of the assigned 
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task. 

2. Origin 

Arises from formal 

position. 

Arises from delegated 

authority. 

Arises from responsibility. 

3. Flow 

Downward- from 

superior to subordinate. 

Upward- from 

subordinate to 

superior. 

Upward- from subordinate 

to superior. 

4. 

Withdrawl 

Can be withdrawn 

anytime by giving 

notice. 

Cannot be withdrawn 

once created. 

Cannot be withdrawn once 

created. 

Importance of the Delegation of Authority 

1. Reduction of Executives’ work load: It reduces the work load of officers. They can thus 

utilize their time in more important and creative works instead of works of daily routine. 

2. Employee development: Employees get more opportunities to utilize their talent which 

allows them to develop those skills which will enable them to perform complex tasks. 

3. Quick and better decision are possible: The subordinate are granted sufficient authority so 

they need not to go to their superiors for taking decisions concerning the routine matters. 

4. High Morale of subordinates: Because of delegation of authority to the subordinates they get 

an opportunity to display their efficiency and capacity. 
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5. Better coordination: The elements of delegation – authority, responsibility and accountability 

help to define the powers, duties and answer ability related to various job positions which results 

in developing and maintaining effective coordination. 

Decentralization 

• Decentralisation of authority means dispersal of authority to take decisions throughout the 

organization, upto the lower levels. 

• It implies reservation of some authority with the top level management and transferring rest of 

the authority to the lower levels of the organization. This empowers lower levels to take 

decisions regarding problems faced by them without having to go to the upper levels. 

According to Allen,‘ Decentralisation refers to systematic efforts to delegate to the lowest level, 

all authority except the one which can be exercised at central points.‟ 

Centralization = authority retained at top level and Decentralization = Systematic delegation of 

authority at all levels and in all departments of a firm. Firm needs to balance the two. 

• In case of a decentralized firm, Top level retains authority for: 

o Policies and decisions w.r.t the whole firm 

o Overall control and coordination 

• Middle and lower levels have authority to take decisions w.r.t tasks allocated to them 
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Centralization and Decentralization: represents the pattern of authority among managers at 

different levels. Centralization of authority means concentration of power of decision making in 

a few hands. In such an organization very little authority is delegated to managers at middle and 

lower levels. No organization can be completely centralized or decentralized. They exist together 

and there is a need for a balance between the two. As the organization grows in size, there is 

tendency to move towards decentralization. Thus, every organization is characterized by both. 

Importance of Decentralization 

1. Develops initiative amongst subordinates: It helps to promote confidence because the 

subordinates are given freedom to take their own decisions. 

2. Quick and better decisions: The burden of managerial decisions does not lie in the hands of 

few individuals but gets divided among various persons which helps them to take better and 

quick decisions. 

3. Relieves the top executives from excess workload: The daily managerial works are assigned 

to the subordinates which leaves enough time with the superiors which they can utilize in 

developing new strategies. 

4. Managerial Development: It means giving authority to the subordinates up to the lower level 

to take decisions regarding their work. In this way the opportunity to take decisions helps in the 

development of the organization. 

5. Better Control: It makes it possible to evaluate performance at each level which results in 

complete control over all the activities. 

Difference between – Delegation and Decentralization 
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Basis Delegation Decentralization 

1. Nature It is a compulsory act. It is an optional policy. 

2. Freedom 

of action 

Less freedom to take decisions due 

to more control by the superiors. 

More freedom of action due to less 

control by the top management. 

3. Status 

It is a process of sharing tasks and 

authority. 

It is the result of policy decisions taken 

by top management. 

4. Scope 

Narrow- as it is confined to a 

superior and his immediate and 

subordinate. 

Wide- It includes extension of 

delegation to all the levels of 

management. 

5. Purpose To reduce the burden of manager. 

To increase the role and the autonomy 

of lower level of management. 

 

Staffing  

Meaning 

Staffing means putting people to jobs. It begins with human resource planning and includes 

different other functions like recruitment, selection, training, development, promotion and 

performance appraisal of work force. 
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Need and Importance of Staffing 

1. Obtaining Competent Personnel: Proper staffing helps in discovering and obtaining 

competent personnel for various jobs. 

2. High Performance: Proper staffing ensures higher performance by putting right person on the 

right job. 

3. Continuous growth: Proper staffing ensures continuous survival and growth of the enterprise. 

4. Optimum utilization of human resources: It prevents under-utilization of personnel and 

high labour cost. 

5. Improves job satisfaction: It improves job satisfaction and morale of employee. 

Staffing As a Part ofHuman Resource Management (HRM) 

• Staffing 

• Function which all managers have to perform as all managers directly deal with people 

• Staffing refers to this kind of role played by all managers in small organizations. 

• As organizations grow and number of people employed increases, a separate department called 

the human resource department is formed which consists of specialists who are experts in dealing 

with people. 

• In fact early definitions of staffing focused narrowly on only hiring people for vacant positions. 

But today staffing is a part of HRM which encompasses not only staffing but also a number of 

other specialized services such as job evaluation, management of labour relations. 

• Human Resource Management 

• Involves procuring, developing, maintaining and appraising a competent and satisfied 
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workforce to achieve the goals of the organization efficiently and effectively. 

• Its purpose is to enable every human being working in the organization to make his best 

possiblecontribution.. 

PROCESS OF STAFFING 

 

 

 

1. Estimating Manpower Requirement: It involves the following: 

(a) Making inventory of current human resources in terms of qualification, training & skills. 

(b) Assessing future human resource needs of all departments. 
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(c) Developing a programme to provide the human resources. Job Analysis is an intensive way of 

finding details related to all jobs. 

2.Recruitment: It refers to identification of the sources of manpower availability and making 

efforts to secure applicants for the various job positions in an organization. 

3. Selection: It is the process of choosing and appointing the right candidates for various jobs in 

an organization through various exams, tests &interviews. 

4. Placement and Orientation: When a new employee reports for duty, he is to be placed on the 

job for which he is best suited. Placement is very important process as it can ensure “Right 

person for right job”. Orientation/Induction is concerned with the process of introducing a new 

employee to the organization. The new employees are familiarized with their units, supervisors 

and fellow employees. They are also to be informed about working hours, procedure for availing 

leave, medical facilities, history and geography of organization and rules/regulations relating to 

their wages etc. 

5. Training and Development: Systematic training helps in increasing the skills and knowledge 

of employees in doing their jobs through various methods. 

Development involves growth of an employee in all respects. It is the process by which the 

employees acquire skills and competence to do their present jobs and increase their capabilities 

for higher jobs in future. 

6. Performance Appraisal: It is concerned with rating or evaluating the performance of 

employees. Transfers and promotions of the staff are based on performance appraisal. 

RECRUITMENT 
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(A) Recruitment: Recruitment may be defined as the process of searching for prospective 

employees and stimulating them to apply for jobs in the organization. 

Sources of Recruitment 

(A) Internal Sources 

(B) External Sources 

(A) Internal Sources of Recruitment 

Internal sources refer to inviting candidates from within the organization. Following are 

important sources of internal recruitment: 

1. Transfers: It involves the shifting of an employee from one job to another, from one 

department to another or from one shift to another shift. 

2. Promotions: It refers to shifting an employee to a higher position carrying higher 

responsibilities, prestige, facilities and pay. 

3. Lay-Off: To recall the temporary worker for work is called Lay-Off, who were temporarily 

separated from organization due to lack of work. 

 

 

 

Advantages of Internal Sources Recruitment: 

(1) Employees are motivated to improve their performance. 

(2) Internal recruitment also simplifies the process of selection & placement. 
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(3) No wastage of time on the employee training and development. 

(4) Filling of jobs internally is cheaper. 

Limitation of Internal Sources 

(1) The scope for induction of fresh talent is reduced. 

(2) The employee may become lethargic. 

(3) The spirit of competition among the employees may be hampered. 

(4) Frequent transfers of employees may often reduce the productivity of the organization. 

External Sources of Recruitment 

When the candidates from outside the organization are invited to fill the vacant job position then 

it is known as external recruitment. The common methods of external sources of recruitments 

are: 

1. Direct Recruitment: Under the direct recruitment, a notice is placed on the notice board of 

the enterprise specifying the details of the jobs available. 

2. Casual callers: Many reputed business organizations keep a data base of unsolicited 

applicants in their office. This list can be used for Recruitment. 

 

 

 

3. Advertisement: Advertisement in media is generally used when a wider choice is required. 

Example– Newspapers, Internet, Radio, Television etc. 
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4. Employment Exchange: Employment exchange is regarded as a good source of recruitment 

for unskilled and skilled operative jobs. 

5. Campus recruitment and labour contractors can be used for the purpose. 

Merits of External Sources 

1. Qualified Personnel: By using external source of recruitment the management can attract 

qualified and trained people to apply for the vacant jobs in the organization. 

2. Wider Choice: The management has a wider choice in selecting the people for employment. 

3. Fresh Talent: It provides wider choice and brings new blood in the organization. 

4. Competitive Spirit: If a company taps external sources, the staff will have to compete with 

the outsiders. 

Limitations of External Sources of Recruitment 

1. Dissatisfaction among existing employees: Recruitment from outside may cause 

dissatisfaction among the employees. They may feel that their chances of promotion are reduced. 

2. Costly process: A lot of money has to be spent on advertisement therefore this is costly 

process. 

3. Lengthy Process: It takes more time than internal sources of recruitment. 
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Selection 

Selection is the process of choosing from among the candidates from within the organization or 

from outside, the most suitable person for the current position or for the future position. 

PROCESS OF SELECTION 

 

The successive stages in selection process are: 

1. Preliminary Screening: After applications have been received, they are properly checked as 

regarding qualification etc. by screening committee. A list of candidates to be called for 

employment tests made and unsuitable candidates are rejected altogether. 

2. Selection Tests: These tests include: 

(a) Psychological tests which are based on assumption that human behaviour at work can be 

predicted by giving various tests like aptitude, personality test etc. 

(b) Employment test for judging the applicant’s suitability for the job. 

3. Employment Interviews: The main purpose of interview is: 

(a) to find out suitability of the candidates. 

(b) to seek more information about the candidate. 

(c) to give the candidate an accurate picture of job with details of terms and conditions. 
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4. Reference Checks: Prior to final selection, the prospective employer makes an investigation 

of the references supplied by the applicant. He undertakes a thorough search into candidates 

family background, past employment, education, police records etc. 

5. Selection Decisions: A list of candidate who clear the employment tests, interviews and 

reference checks is prepared and then the selected candidates are listed in order of merit. 

6. Medical/Physical Examination: A qualified medical expert appointed by organization should 

certify whether the candidate is physically fit to the requirements of a specific job. A proper 

physical exam will ensure higher standard of health & physical fitness of employees thereby 

reducing absenteeism. 

7. Job Offer: After a candidate has cleared all hurdles in the selection procedure, he is formally 

appointed by issuing him an Appointment Letter. The broad terms and conditions, pay scale are 

integral part of Appointment Letter. 

8. Contract of Employment: After getting the job offer, the candidate has to give his 

acceptance. After acceptance, both employer and employee will sign a contract of employment 

which contains terms & conditions, pay scale, leave rules, hours of work, mode of termination of 

employment etc. 

Nishant wants to set a unit in rural area where people have very few job opportunities and labour 

is available at a low cost. 
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For this he wants four different heads for Sales, Accounts, Purchase and Production. He gives an 

advertisement and shortlists some candidates after conducting selection tests. 

1. Identify and state the next three steps for choosing best candidates. 

2. Also identify two values which Nishant wants to communicate. 

Training: Training is the act of increasing the knowledge and technical skills of an employee for 

doing a particular job efficiently. Both existing employees and new employees get acquainted 

with their jobs and this increases job related skills. 

Benefits to the firm: 

1. Avoids wastage of time, effort and money 

involved in the hit and trial method. 

2. ↑ productivity(quality + quantity)thereby leading 

to ↑ profits 

3. Equips future managers(to take over in 

emergencies) 

4. ↑ employee morale,↓ absenteeism and turnover 

5. response to fast changing environment 

6. ↓ supervision, standardization of procedure and 

safety of operations 

Benefits to the employee: 

1. Improved skills an knowledge so 

better career opportunities 

2. Better performance→ higher earnings 

3. Less accidents 

4. ↑ satisfaction and morale of 

employees 
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Training Methods 

(A) On the Job Method: It refers to the methods that are applied at the work place, where the 

employee is actually working. It means learning while doing. 

The following are the methods of On-the job training: 

1. Apprenticeship Training: Under this, the trainee is placed under supervision of an 

experienced person (master worker) who imparts him necessary skills and regulates his 

performance. The trainee is given stipend while learning so that he/she can enjoy “earn while 

you learn” scheme. 

2. Internship Training: Under this method an educational institute enters into agreement with 

industrial enterprises for providing practical knowledge to its students by sending them to 

business organizations for gaining practical experience. 

3. Induction training is a type of training given to help a new employee in settling down 

quickly into the job by becoming familiar with the people, the surroundings, the job and the 

business. The duration of such type of training may be from a few hours to a few days. The 

induction provides a good opportunity to socialize and brief the newcomer with the company’s 

overall strategy, performance standards etc. If carefully done, it saves time and cost (in terms of 

effectiveness or efficiency etc.) 

Training and Development 

Training is concerned with imparting technical knowledge in doing a particular job. But 

development is a wider process concerned with growth of an individual in all respects. However, 
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both are related processes; training helps the employees in learning job skills whereas 

development shapes attitude of the employees. 

Comparison of Training and Development 

Basis Training Development 

1. 

Definition 

It means imparting skills and knowledge 

doing a particular job 

It means growth of an employee in all 

respects. 

2. Purpose 

It is concerned with maintaining and 

improving current job performance. 

It seeks to develop competence and 

skills for future performance. 

3. Methods It is imparted through on the job method. 

It is imparted through off the job 

method. 

4. 

Initiative 

The boss takes the initiative for 

imparting training to his subordinates. 

The individual takes the initiative for 

self growth and development. 

5. Duration 

Training programmes are organized for 

short terms. 

Development takes place over a large 

period of time. 
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Unit-4 

Result orientation :Direction an d Team Work 

Meaning: 

Directing means giving instructions, guiding, counseling, motivating and leading the staff in an 

organization in doing work to achieve Organizational goals. Directing is a key managerial 

function to be performed by the manager along with planning, organizing, staffing and 

controlling. From top executive to supervisor performs the function of directing and it takes 

place accordingly wherever superior – subordinate relations exist.Directing is a continuous 

process initiated at top level and flows to the bottom through organizational hierarchy. 

Direction has got following characteristics: 

1. Pervasive Function- Directing is required at all levels of organization. Every manager provides 

guidance and inspiration to his subordinates. 

2. Continuous Activity- Direction is a continuous activity as it continuous throughout the life of 

organization. 

3. Human Factor- Directing function is related to subordinates and therefore it is related to 

human factor. Since human factor is complex and behaviour is unpredictable, direction function 

becomes important. 

4. Creative Activity- Direction function helps in converting plans into performance. Without this 

function, people become inactive and physical resources are meaningless. 

5. Executive Function- Direction function is carried out by all managers and executives at all 

levels throughout the working of an enterprise, a subordinate receives instructions from his 
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superior only. 

6. Delegate Function- Direction is supposed to be a function dealing with human beings. Human 

behaviour is unpredictable by nature and conditioning the people’s behaviour towards the goals 

of the enterprise is what the executive does in this function. Therefore, it is termed as having 

delicacy in it to tackle human behaviour. 

Importance 

1. Initiates Action: It helps to initiate action by the people in the organization towards attainment 

of desired objectives. The employees start working only when they get instructions and 

directions from their superiors. It is the directing function which starts actual work to convert 

plans into results. 

2. Integrates Employee’s Efforts: All the activities of the organization are interrelated so it is 

necessary to coordinate all the activities. It integrates the activities of subordinates by 

supervision, guidance and counselling. 

3. Means of motivation: It motivates the subordinates to work efficiently and to contribute their 

maximum efforts towards the achievement of organizational goals. 

4. Facilitates change: Employees often resist changes due to fear of adverse effects on their 

employment and promotion. Directing facilitates adjustment in the organization to cope with 

changes in the environment. 

5. Stability and balance in the organization: Managers while performing directing function 

instruct, guide, supervise and inspire their subordinates in a manner that they are able to strike a 

balance between individual and organizational interests. 
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Principles of Effective Direction: 

Effective direction leads to greater contribution of subordinates to organization goals. The 

directing function of management can be effective only when certain well accepted principles are 

followed. 

The following are the basic principles of effective direction: 

1. Harmony of Objectives: 

It is an essential function of management to make the people realize the objectives of the group 

and direct their efforts towards the achievement of their objectives. The interest of the group 

must always prevail over individual interest. The principle implies harmony of personal interest 

and common interest.. 

2. Unity of Command: 

This principle states that one person should receive orders from only one superior, in other 

words, one person should be accountable to only one boss. If one person is under more than one 

boss then there can be contradictory orders and the subordinate fails to understand whose order 

to be followed. In the absence of unity of command, the authority is undermined, discipline 

weakened, loyalty divided and confusion and delays are caused. 

3. Unity of Direction: 

To have effective direction, there should be one head and one plan for a group of activities 

having the same objectives. In other words, each group of activities having the same objectives 

must have one plan of action and must be under the control of one supervisor. 
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4. Direct Supervision: 

The directing function of management becomes more effective if the superior maintains direct 

personal contact with his subordinates. Direct supervision infuses a sense of participation among 

subordinates that encourages them to put in their best to achieve the organizational goals and 

develop an effective system of feed-back of information. 

5. Participative or Democratic Management: 

The function of directing becomes more effective if participative or democratic style of 

management is followed. According to this principle, the superior must act according to the 

mutual consent and the decisions reached after consulting the subordinates. It provides necessary 

motivation to the workers by ensuring their participation and acceptance of work methods. 

6. Effective Communication: 

To have effective direction, it is very essential to have an effective communication system which 

provides for free flow of ideas, information, suggestions, complaints and grievances. 

7. Follow-up: 

In order to make direction effective, a manager has to continuously direct, guide, motivate and 

lead his subordinates. A manager has not only to issue orders and instructions but also to follow-

up the performance so as to ensure that work is being performed as desired. He should 

intelligently oversee his subordinates at work and correct them whenever they go wrong. 
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(i) Supervision- implies overseeing the work of subordinates by their superiors. It is the act of 

watching & directing work & workers. 

(ii) Motivation- means inspiring, stimulating or encouraging the sub-ordinates with zeal to work. 

Positive, negative, monetary, non-monetary incentives may be used for this purpose. 

(iii) Leadership- may be defined as a process by which manager guides and influences the work 

of subordinates in desired direction. 

(iv) Communications- is the process of passing information, experience, opinion etc from one 

person to another. It is a bridge of understanding. 

1. Supervision, as an element of directing: 

 process of guiding the efforts of employees and other resources to accomplish desired 

objectives. 
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 Overseeing people at work 

 Involves instructing, observing, monitoring and guiding employees. 

Carried out at all levels but more important at the lower levels therefore the term ‘Supervisor’is 

used at the operativeslevel of management 

I. Importance of Supervision/Role of a Supervisor/Functions 

1. Link between workers and management because the supervisor explains management policies 

to workers and brings workers problems to the notice of the management. 

2. Ensures issuing Instructions: To make sure that the instructions are communicated to each and 

every employee. 

3. Facilities Control: Control means match between actual and planned output. It ensures 

checking on the methods in use and progress of work according to planned schedule. 

4. Maintenance of discipline: The strict supervision and guidance of supervisor encourages the 

employees and workers to be more disciplined in the activities. 

Under the guidance of superior the workers follow a fixed or strict timetable and execute the 

plans in right directions. 
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5. Feedback: The supervisors are directly dealing with the subordinates. As a result, feedback in 

the form of suggestions, grievances keep coming to the management. It improves quality 

management decisions and revision of plans & policies. 

6. Improved Motivation: A supervisor with good leadership qualities can build up high morale 

among workers. The relationship with the supervisor is a very good incentive to improve the 

motivation level of the employees while guiding the employees, the supervisors encourage the 

subordinates to perform to their best capacities. 

7. Optimum utilization of resources: All the activities are under the observation of supervisor so 

less wastage and optimum utilization of resources is possible. 

II. Motivation 

Meaning: 

i. Incitement or inducement to act/move. 

ii. Process of stimulating people to action to accomplish desired goals. 

• Three key terms = motive, motivation, motivators 

 Motive :inner state that energizes, activates and directs behaviour towards goals. 

Arises out of unsatisfied needs = causes restlessness. 

 Motivation : Process of stimulating people to action + Depend on satisfying needs of people. 
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 Motivators: Technique used to motivate people.Egs. = pay, bonus, promotion, recognition etc. 

Features 

1. Psychological Phenomenon: Motivation is an internal feeling which means it cannot be forced 

on employees. The internal feeling such as need, desire, aspiration etc. influence human 

behaviour to behave in a particular manner. 

2. Goal Directed Behaviour: It induces people to behave in such a manner so that they can 

achieve their goals. A motivated person works towards the achievement of desired goals. 

3. Motivation can be either positive or Negative: Positive motivation means inspiring people to 

work better and appreciating a work that is well done e.g., pay increase promotion recognition. 

Negative motivation means forcing people to work by threatening or punishing them. e.g., issue 

of memo, demotion, stopping increments etc. 

4.Complex Process: It is a complex and difficult process. Individuals differ in their needs and 

wants and moreover human needs change from time to time. 

5. Continuous Process: Human needs are unlimited and so they keep on changing continuously, 

satisfaction of one need gives rise to another. As soon as one need is satisfied another need 

arises. So managers have to continuously perform the function of motivation. 
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Maslow‟s Hierarchy Of Needs: 

Maslow‘s need hierarchy is considered to be fundamental to the understanding of motivation and 

plays an important role in motivation. 

• People have a wide range of needs like physiological needs, social needs, safety needs, esteem 

needs and self actualisation needs which motivate them to work. 

• The manager must understand the needs and wants of people in order to motivate them and 

improve their performance levels. 

• For the satisfaction of these needs, managers must offer different incentives (monetary and 

non-monetary). 

NEED 

Examples Of Need (Individual 

Example) 

Management Can Satisfy This Need 

By (Organizational Example) 

1. Basic Physiological 

Needs 

Most basic in the hierarchy and 

corresponds to primary needs. 

Hunger, thirst, shelter, sleep. 

Offer monetary incentives e.g. 

Good salary/wages and comfortable 

working conditions 

2. Safety/Security 

Needs 

Security and protection from 

physical and emotional harm, 

stability of Income etc. 

Offer job security, pension, 

insurance etc 
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3. 

Affiliation/Belonging 

Needs 

Refer to affection, sense of 

belongingness, acceptance and 

friendship 

The firm can encourage team 

building and permit the workers to 

opportunity to interact socially and 

so develop cordial relations with 

colleagues 

4. Esteem Needs 

Include factors such as self-

respect, autonomy status, 

recognition and attention 

Recognize good performance, 

provide opportunity for employees 

to feel a sense of accomplishment, 

provide important job titles etc 

5. Self Actualisation 

Needs 

The drive to become what one 

is capable of becoming. These 

needs include growth, self-

fulfillment and achievement of 

goals. 

Offer the freedom to take decisions, 

providing them with opportunity to 

learn things, encouraging creativity, 

leading to achievement of goals etc. 

Financial and Non-Financial Incentives: Incentive means all measures which are used to 

motivate people to improve performance. 

Financial incentives = directly in 

money form or measurable in 

Non- in monetary terms. 1. Status 

2. Organizational climate 
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monetary terms. 

1. Pay and allowance 

2. Productivity linked incentive 

schemes 

3. Bonus 

4. Profit sharing 

5. Co-partnership/Stock options 

6. Retirement benefits 

7. Perquisites 

3. Career advancement opportunities financial 

incentives= main emphasis is to provide psychological 

and emotional satisfaction. Not measurable 

4. Job enrichment 

5. Employee recognition programmes 

6. Job security 

7. Employee participation 8. Employee empowerment 
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