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el ol 1 nining, Each positlon of 1k,

s ceerfann specifie vontributions te aeliteve ongantsat ol objectives. Hep,
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firkene sl peliviehds Thks pery reduire @ numbey of
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the elements ol organisingd rneess atp] the e pine oy aarwi el st af Thes laller ””“‘"—"-"":r,
it i better o take upy both elements of pranageinent separately hiecarse nf srveral reasnn,
First. knowledge amd approach pequitred for wlallnge ape guite different frenn NTRARNIsIng
process; stafling nvolves making peaple b whiile orginising Involves creatygy
of jobs. Second. there 1s conslderable develop

of stafling process. Third, (here (s tendeney 10 treanl =l
function like production, marketing. lmanee, ele., noel nunige
aspecis of stalling process. Therefors

anisations require th
A LA b il g

the varlous positions ¢

organlsatlon me
the person oeenpying e o
Stalting baswally jvolves malching

funetons lke muanpowe planning.

stplialile L

-l of knowledge and techrigues in the apes
plling! s a separate Grganisation)
rs 1ened to overlook their rels

yrrm vl

in stafing though cvery manager hos to perlt
al element of managemenl process.

managers should take stalllng as an essentl

Concept of Staffing

Staffing Is the process of acquiring, developing, employing, appraising, remu neraling. and
retaining people so that right type of prople are available at right positions and at right
there are varous subfunctions. For example,

ume in the organisation. Within each [unction,
human resource planning. job analysis, recrultment, and

acquiring personnel involves
selection, McFarland has defined stafling as [ollows:
& the function by which managers build an organisation through the recruitment.

=Staffing i
duals as capable employees.*!

selection, and development of indlvi
Koontz et al. have defined staffing to cover more functions than those included in the

shove definition. Thelr deflnition of staffing is as follows:
“The managerial function of stafling Is defined as fiking positiens in the organisatien

structure through Identifying workforce requirements, inventorying the people avallable.
recrultment, selection, plavement. promotion, appralsal, compensation, and training of
needed people.™
Thus, staffing covers wide-ranging activities through which organisational positions
created through organising process are kept fllled. On the analysis of definition of staffing.

we can derive its features which are as follows:
1. StafMng function Is related to employment of personnel of all types—managerial as

well as operauve in the organisation.
2. Stafling Includes a varfety of activities through which the organisation tries to ensur
that varfous positions remain filled by the most sultable personnel.
3. Staffing function Is performed by every manager In the organisation like ﬂlh'-';
ithoug

managerial functions viz. planning, organising, directing, and controlling,
they recetve considerable stall assistance In performing stalling function.

IDalton E. McFarland, Management Prinelples and Practices, New York: Macmlllan, 1979, p. 238.
2iiarold Koontz, Cyril O'Donnell, and Heinz Welhrich, Management, New York: McGraw-Hill, 1984, p- a77-
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Importance of StafMing
Human resources of an onganisation are conaldered the ot vital asses becayy,
people who make other resourves moving. They perform various activitles i (e Oy, e

in different functional areas ke i,“uh:rl fon, marketingd, finanee, ele In the Presen, o
Wy

human resources are belng used as a means for theveloping competitive lvangy,, ™
may be (1 the form of lower cost of produetion, development of products for Wpecia) ey
special means for marketing the products, and so on. In this context, Sumanry nhr"ﬁ:

professor of strategic leadership, has observed as lollows:
“4 growing number of managers in Indla and abroad have begun te recognise
fundamental basis of competition has begun to ehange. The scarce ressuree, and o
ource of competitive advantage, Is no longer physical or inanefal eapital, h“llhumﬂﬁr
capital."?
Looking at the role of human resources In organisational effectiveness and Increay,
competition in human resource market, more and more companies are strengthenpg m;
stafling function. The importance of stafling can be guaged In the following contex.

1. Filling Organisational Positions. A basic problem being faced by organisayg,
throughout the world and more particularly in India is the acute competition for good qually
huma}t resources. Srian Friedman, consultani en human resources with Arthur And

has called the situation as global talent war, % With increasing competition for human
resources, the cost of acquiring them has Increased manifold. We find a paradox in Indjan
situation in which there is abundant supply of unskilled labour but acute shortage of good
quality nﬂnagfnﬂ] and technical p..;-r.sgnne], In such a situation, there is need for systemane
staffing so that the organisation can fill its various positions with personnel of good quality.

2. Developing Competencies. It is not sufficlent that varlous organisational positlons are
filled but there should be development of competencies among persnnnel because of changing
nature of job profile. We have seen In Chapter 4 how changes In envirenmental factors
have changed job profile and this process still continues. [n this changing job profle
situation. the rate of skill ebsolescence Is very high. Therefore, there is a need for developing
rompelencies among personnel on continuous basls. Today, organisations are not just
developing specific skills but they go for multi-skilling and development of differential
competenctes to make thelr employees compelent (o face the growing environmental
challenges. For making employees competent, newer training and development techniques

are being evolved.

3. Retaining Personnel. Apart from acquiring and developing personnel, retaining them
in the crganisation is equally importanl. Employee turnover, particularly at the mmﬂsﬂﬁ
level, 1s a big problemn. Though this problem s belng experienced by all organisations

some degree, knowledge-based organisations—those engaged In {nformation technology
consulting, Investment banking and so on—are more prone to such a problem. For example.

Guru Bakshi, Vice Prestdent (HR) of Metamor Global Solutions Limited engaged (n soltwar

development, has observed that “the IT industry has one of the highest cmpluyﬁ; [tmlrdﬂ‘mmlﬂzl
no

with employees constantly looking for more money and opportunities abroad.”
retain their employees, organisatlons are adopting many methods having long-ter™

implications besides persuading the employees 1o remaln with them.

*surnantra Ghoshal, “Competing on Human Capital,” The Economie Times, June 11,1989, pp.1-2 [ﬁupﬂﬂ"’""ﬂ'
*Brian Friedman, “People Power,” Inlerdew with The Economic Times, April 7, 2000, p. 2 |5uppl|:mﬂ1t]-
"Guru Bakahl, "Changing Places." The Hindusfan Times, September 23, 1598, p. 1 [Supplement).
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|!"|'|..'lbll.*|""h I-ﬁql“““" w1l mym I'I I‘“-I-'““"I‘ |||illll',l||||r 1hean pag oollew [Tl il Il"'l"”l'l'. |p'r "Ill‘w i rr
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for sehection. amd seles g the ! T ey '-rﬂd':
The whole proscess = T e ey v e ponflpapenl apirh e L thdﬂlﬂd '
select | pas B
Concept ol Recrmitment and Selection
Reemuttment amd scle tlon shongh differ (n terme ol process arvl omiFniation, ars g, e
ymed together and, someiimes 1iten pranipeahily 1Myerelore. (0 oreder tn virwleratand ey, : :i
between the fun, Iet s ser what activities are nvolved in thear pTne Faces e “:il
. o
Recruitment
Rrecrtment 1= The proness concermed with the wentification of sources from whees he L
persannel can be crploved and motivating them to offer themselves for empleyment W AL :
and Davis have defined this as foallowwrs: :h.
“Recrufiment ix phe TS ol foeding and attracting r.-.n[:ulhlf_' ap'pl:t ants [or pmp‘w- :
The process begins when new rerrnulls arc sought and ends when their applications e “Hh
cutmitted. The resu'i is a pool of applicanis [rom which ncw cmployees are sslected = poot
at

Lard has defined recruftment in lenns of Its competitive nature. He views that
rporations compete fo develop,

Becrultment 1= a form of competlition. Just as co
mamlacture, and market the best product or service, S0 they must also compete (o idennfy.
attract, and hire the most gqualified people. Recruilment 1S a business. and it is a g
business. ™
Thus. recruitmen! process is concermed with the identification of possible sources of
human resouree supply and tapping these sources. In the total process of acquiring and
plactng human resources In the organisation, recrultment falls In between differeat

subprocesses as shown in Figure 19.1.

gnpower planming —
|

[T -

FIGURE 19.1: Linkage of recruitmant 1o human resource acquisibon

| T '
Recigitmant I——l- Solaction l——bl Placement |

Selection

Selection can be coneeplualised in lerms of elther choosing the Mt candidates. or rejecting
the unfit candidates, or a combination of both. Selection involves both because (t picks UP
the fits and rejects the uniits, In fact, In Indlan context, there are more candidates who are
rejected than those who are selected In most of the selection processes. Therefore, someume:

i
William B. Werther and Keith Davis, Human Resources and Personnel Management, New York: MeGraw Hill,

1996, p.195.
1 & Lord, "External and Internal Recruitment,” In Wayne F. Casclo (ed.], Human Resource Planning:

Employment, and Placement, Washington: Burcau of Natlonal Affairs, 1989, pp. 2-73.
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degree of surcess In obtatilig « oinpetent people, Past records fn i caonlexy vapn b

Indicators, Sinee there are different eitegories of cployeen (o he aelercied, Ailleregy, ..,‘J
of recrttmemt are 1iseml Foa examiple, according Lo sty Ly ""’Ir"‘”“"""""—ml i 2
seclor undentaking i heavy engloeering reeralled s nan-supervinory wlalf ity

J‘Irr"
> ® T B ¥ 1
(1) emplovment ex lange, () extermal advertisement, B3 internad acvert g men| erqrr}l
- - L ] r . I |
Tragning Instiute, (5) introduction by Hatson oflieer of the aneds rlaking, (6) *Jrrnn.-mm:'
I".l

personnel, and (7] transter fram othier pubilie seetor nelertakings, -'"'I:'r'rrl‘f"r'lﬂ 1 by Mg,
the major sources of reeniitment In pblie sector nndertakings are (g he fulfuwmﬂ urr-‘j
(1) casual callers oy cmployment seckers, (2) newspaper advert Isements, (3 ﬁ,.hw”:r
castes and scheduled tribes, () emplovment exchanges, (5) ather publie SECLOr Undertapg,,
(6] internal advertisements, (7) displaced persons, (8) relatives and friends of ]Il‘i‘_;gf-!.
cmplovees. (9] emplovee recommendntlons, and (10} colleges ancd universities. The mﬁj:r
sources of recruitment lor private seclor organisations are: (1) advertlﬂtmr_-m,
<l employment exchanges, (3) relatives and friends. (4) casual callers, and (5) employs,

recommendations. ®

SELECTION PROCESS

A sclection process involves a number of steps. The basic idea Is to solicjt maximum possihle
information about the candidates to ascertain thel sultability for employment. Since the
tvpe of information required for various positions may vary, it Is possible that selection
process may have different steps for varlous positions. For example, more information is
required for the selection of managerial personne] as compared lo workers, Similarly. varioys
steps of selection process may be different for varions organisations because their selection
practces may differ. For example, some organisations conduct selection tests of various
Ivpes while others may not use these. However, a standard selection process has the following
Sleps: screening of application forms, selection tests, Inverview, checking of references,
physical examination. approval by appropriate authorily, and placement. Below is a
discussion of the varous steps:

L. Sereening of Applications, Prospective employees have to flll up some sort of application
forms. These forms have variety of Information about the applicants like their personal bio-
data. achievements, experience, elc. Such Information Is used to sereen the applicants
who are found 1o be qualified for the ronsideration of employment, The information may
also be used 1o keep permanent records of (hose persons who are selected. Based on the
sereening of applications, only those candidates are called for [urther process of selection
who are found 1o be meeting the job standards of the organisation. When the number of
applicants meeung the Job standards far excerds the aclual requirement, the organtsations
decide a sultable number of candidates who will be called for further selecticn process.

2. Selection Tests, Many organisations hold different kinds of selection tests to know
more aboul the candidates or (o reject the candlidates who cannot be called lor Interview.
ele. Selection tests normally supplement the information provided in the application forms.
Such forms may contain factual Information aboul candidates. Selection tests may give
Information about (}yeir aptitude, interest, personalily, ete., which cannot be known by
application forms. Types of tests and principles of testing have been discussed in detail in
this part of the- chapler,

B
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| E::l.ﬂlm'u“n' Phwvsical exominstion is carriesd oot e ane eriaie
o PRIt S iness of prospective employees. The practice of phys
" i A

thee oiforwe sl
W al Frarmiral e sares
e noth in 1eTIS al .,:._11.-{-ru;:1r.' and Uming. While MANY OrfAriaatirrs de med = ae—
s 5 minations al all. others carry on a very comprehenatve basts Seme - rganssarions
e nqr:acﬂ'll check up of applicants to find the major physical problems whies mas
anh h-l":"tfw way of effective discharge of dulles. In the context of timirg alan s
:-1:“-1“315 locate the physical examination near the end of the selertion proresa 2te—
:.;L:HI-: latively early 1n the process. This latier course Is generally {ollowest whes e =
::h‘drmand for physical fitness.

; 1 by Appropriate Authority. On the basis of the above steps. sustable candican=
o+ meommended for selection by the selection committee or personnel department Though
4 3 commitiee or personnel department may have authority to seleet the sttt
anellv. often it has stafl authority to recommend the ecandidates for selection ‘= the
smesmmate authority. Organlsations may designate the various authonties lor apero ol o
ina selection of candidates for different categories of candidates Thus lor top et
manazers, Board of Direclors may be approving authority: for lower leveis. even luswetiomal
bezgs coneerned may be approving authority. In university, it may be synawale exsvutve
mamitier. When the approval is recelved, the candidates are informed about thewr seiecoon
& asked Lo report for duty to specified persons.

A
;:mmt* After all the formalities are completed, the candidates are placed on thes

}m:”t:ft? on probation basis. The probation period may range rom thiree months te twe
of ng this perlod, they are observed keenly, and when they complete this perad
Ully. they become the permanent employees of the organisation
ON Trera
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In a work group, members, conscipusly oF unconsciously. make opinygp aboy, .
opinion may be about their quality. behaviour. way ol working, ete. Such gy, ﬂ'l-"lrlizi €5
the basis for interpersonal interaction. In the same way. superors fomy, SOMe: g i hf-‘:u,rh

their subordinntes for determining many things like salany Imerease, }}mn:ml!ll.: bl ey,
ele. In large organis:alons, this process Is fermalised and rakes 1Lhe |'|_'|r||:| of M r‘:u
appraisal. Performance apprasal in some form has existed i old days alsg For T Ny,
Wei dynasty (221265 A 12.) in Cluna intreduced perlormance appraisa) which g iy
Hﬂll'.'rlﬁppr;li':'-[‘ﬂ' the performance of members ol the ul_J:lc‘l:liI family. In s Presen 1rlr|| Ny
New York City Civil Service adopted performance appraisal in 1883, Since then ang e T
afler World War [, performance appraisal in lormal way has been adopted Ly "‘l""rl.mJ
large organisations particularly in business field. In our country too. large nrgamhnl{l;t};.

adopt formal appraisal method,

Concepl of Perlormance Appraisal

Appratsal {s the evaluatlon of worth. quality. or merit. In the organisational cop
perormance appraisal 15 a systematic evaluation of personnel by superiors or others f-’unillull
with their performance. Performanee appraisal I1s also described as menl rating in H‘hlm
one individual Is ranked as betler or worse In comparson to others. The basic py mmm
this merit raling 15 1o ascertain an employee’s eligibility for promotion. However, IJ'EI‘ﬁ:rrmmm
appraisal is more comprehensive term for such activities becatise ITS use extends hﬂh'ﬂl:;
ascertalning eligibility for promotion. Such activities may be training and developmen
salary Increase, (ransler, discharge, ete. besides promotion. A formal definition u}
performance appralsal (s as foflows:
“It [performance appradsal) is the process of evaluating the perfermance and qualifications
of the employee In terms of the requirements of the job for which he is employed, for the
purposes of administration Including placement. selection for promotion. providing
financial rewards, and ether actions which require differential treatment aniong the
members of a group as distinguished from actions affecung all members equally."!

Beach has delined performance appraisal as follows:
“Performance appraisal is the sysiematic evaluation olthe individual with regard 1o his or
her perlormanece on the Job and his potential for development =2

Thus, performance appraisal is a systematic and objective way of Judging the relative
worth or ability of an employee In performing his job, It emphasises two aspects: systemaltie
and objective. The appraisal is systematic when it evaluates all performances In the same
manner, utilising the same approaches so that appraisal of different persons is comparable
Such an appraisgal {s taken periodically according to plan: it Is not leit to chance. Thus.
both raters and ratees know the system of performance appraisal and Its timing. Appraiscl
has objectivity also. Its essential feature Is that it atternpls at accurate measurment by

rying (o eliminate human biases and prejudices.
Merit Rating

Perfomrance apprassal s also described as merit rating in which ene (ndividual is ranked

as betler or worse In comparison to others. Thersf, ore. conceplually, both merit rating and

perlormance appraisal are same though they differ in terms of objectives and coverage of

e foplocs during appraisal process which we shall see later. Flippo has deflned merit rating
OwWs:

|
:E:mll The Encyelapedia of Management, New Yark: Reinhold Publishing, 1973, p. 654,
e 5. Beach, Personnet: The Management of Prople ar Work, New York: Maemillan, 1980, p. 290.
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_ lements commen 1
i 1_E||-i|1:-'u'.|| It wses many of the ll".‘l'h“ll!!lurh which o : ik

na lo-TTan Compt re userd In performanee
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g and Performance Appralsal: A Comparison

'|.‘|_|"|1|'

erit Ratin

+ aking the COMPATison Letween merl rating and performance appratsal, let us
.rlt‘lfhl see how the concept of appratsal emenged and changed aver the period of tme.
- 1|.-'~.I'| has I1I‘-|l'|'.‘|:'!:'IL'|'I\l." HL L | l‘11[ltlﬂlf lnn lerms of “‘11]1'1'"“1'1'.'1- antl methods sinee [t was
ﬂm.r:rlul.'fd in & formal way in 1920s. During the First World War, appralsal concept was
1'.-«:1erlL o by US army which was in the form of merlt rating and Invalved ‘man-to-man’
:‘:L sarison for the evaluation of military personnel, Frem the army, this concept entered
“]‘1 :ﬁuﬁanﬁg field and was restricted to hourly-pald workers, During'1920s. relational wage
:m..-;nueﬁ for hourly-paid workers were adopted in industrial units and cach worker was
ysed 1 be rated in companson Lo others for determiningg wage rates. This system was
;éuﬁj merit rating. In early 1950s, the concept of appraisal was applied to technical a.nlt:_
managerial personnel. In the initial stage, appraisal of these personnel was In the t‘nr:::: ad
merit rating though more factors were taken Into consideration. The objectives :& II::}
such a mting were salary adjustments, promotions, and transfers. When the o nml;
ranine was felt in business organisalicns, the appraisal syslem was extended to h;:;-;i s
appraisal which emphasised overall appraisal of a person—his Elchr[umbintglt. r!‘unnann::
<kills. and potentials. Various terms which used to denote appralsal have Frfn iuiogny
appraisal, merit rating. hehavioural ‘assessment, employee cuaﬂuaunln. tpersau - gicshoint
stall assessment, and employee an nual confidential rep:_:rl. HuwemE. the c:;]r ]E::ap
appraisal is more common. Dale Beach has traced the differences tween praisal

and present appraisal as indicated in Table 21.1.4
TABLE 21.1: Trends in performance nppralsal

Ifern Earlier emphnsis Presen! ﬁnpm:Lsu” =
Terminola Merit rating Employes appralsal/pe
&y appratsal s
Purpose uallficatlons for Development of personnel, Improv
' ﬂmﬂgcml.‘::icr::n%-tq tranafer, pro- of performance on the job, ard pro-
maotlon lay-nI:I viding emotlonal securlly
Hourly-paid workers Technieal, professional, and mana-
Aicetn perial personnel
Factors rated Heavy emphasia on personal Results, nccomplishment, perlor-
attribules " | E“::Ezl e i
grales, statistical mand L} 8- 1
fechmaques Hﬂtlnr:ﬁm of data for comparisen  dents, group appridsal, perfonmance
l;n:rpnw.ﬁ standnrds, less quantitative

5 X lates emplovee 1o
; ror communicates his rating Superior stinm )
thoncide pianrtvi oo fﬁrﬁunl;}rcc and tries to sell his  analyse limsell and set own objec:

evaluation to him; secks Lo have  tives In line with job requirenients:
employee conform Lo his view superior 1s helper and counscllor

3gdwin B, Flippo, Personnel Manogement, New York: MeGraw-Hill, 1984, p, 327
+ feach, op, cit., p. 280.
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Objectives of Performance Appralsnl %m

Performance appraisal practices show that organisations undertake Performan,

i i L ] i . " : a
10 meet certain l.‘l|'|n'|1.‘:‘l|"- e e are in the form ol H.tf.ll"!,l' Il'rf‘-rm”u“_‘ Frnrﬂﬂllnn_ mcn E'Jq
training and development needs, providing leedback to employees, aned Putting pr:T“i

on emplovees for better performanee, "ige

1. Salary Increase. erlormanee :lprllt':l!ﬁnl plays a role |n making decision abauyy
Increase Nl.'lﬂ'l'lﬂll]:'ﬁ'- saliny incerease of an t'[llplﬂ}'l‘{' [[l’fjlr'h{l.’-’g on how he Is I:i]
job. There {5 continuous eviluation ol his ]"H.‘rrunlla'.ll‘ll.'“l.'. clther rUI'ITIE.I]]";" or |ﬂrﬂl'l'l'.|a]] & by
small organisation, since there {8 a direct contacl belween (he cmployee aned the DJ‘I}:: In g
makes decisions aboul salary increase, performance appraisal can be an informaj Fl‘k:r
However. in a large organtsation where such contact hardly exists, formal pefy
appraisal has to be undertaken. This may disclose how well an em ployee Is perrnrmhgw

how much he should be compensated by way of salary Increase,

2. Promotion. Performance appraisal plays a significant role where promotion Is based o
merit. Most of the organisations ollen use a combination of merit and senlority for promotieq,
Performance appraisal discloses how an employee is working in his present job and why |
are his strong and weak poinis, In the light of these, it can be decided whetk.~r he can b,
promoted to the next higher position and what additonal training will be necessary for

him. Similary, performance appralsal can be used for transfer, demotion, and discharge of
an emplovee.

3. Training and Development. Performarnce appraisal tries to identify the strengths and
weaknesses of an employee on his present jeb. This information can be used for devising
raining and development programmes appropriate for overcoming weaknesses of the

emplovees. In fact, many organisations use perlormance appraisal as means [or identifying
training needs of employees.

4. Feedback. Performance appraisal provides feedback to employees about thelr
performance. It tells them where they stand. A person works better when he knows how he
s working, how his clfors are contributing to the achievement of organisational objectives.
This works in two wavs First, the person gels feedback about his performance and he ma
iy o averenme s delicieneies which will lead to betier performance. Second, Whﬂ:' the
person geis feedbark about his performance, he can relate his work to the ur;lil-lﬂﬁﬂ“':‘na']
objectives. This provides him satisficl ion that his work Is meaningful. Thus, given the
proper organisational climate, he will iy his best lo contribute maximum to the organisation.

5. Pressure on Employees. Performunce appratsal puts a sort of pressure on employees

lor better performance, If the erployees are consclous that they are belng appraised b

respect of rertain facvors and thelr Iulure largely depends on such appratsal, they et
have positve and .

k
acceptable behaviour In this respect. Thus, appraisal can wor
aulomatically as conirn] device

rl.i:.'lmw rales of Perlormance appralsal are guie important. However, these roles can be

Eﬂﬂls:;“nlﬂmt::nx :.-hrn there 18 systematle performance appralsal, and varlous rE]cvaﬂ;
Ak Ol af g e : vE

and ohjectiye 1 ;:I:y “Hvely In the light of pewy)y of performance appraisal, To be Eystemﬂu

niricacles inyeg e appraisal, fanagers require an understanding of various
Vi3 Wil h] | [ﬂrlhﬂrji"l‘.‘

| g gal,
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' & o systematie, periodic

,—mlnn fs o ﬁj‘ﬂ_ . periodic and, so far an

employres EACEliCUEE. - mindiery 'Fl'l-rllr!1r|||:|:[”|r:rlllnlr
i

Jities for better fob,™

¥ posaibile, an impartial
% present job and 1o his

. «elefinition, Il appe :

1 the “mr:1:i:] r;l qul It appears that merlt rating has some ele

- a -.: [ W 1:‘.' i 4 " it .

o ce APPTAE ’ 11!111]. of the technlques which are s I:Illt.'nlﬂ--rumirlrm I

o sl such 92 man-to-man compartson, gradiag system, checkl r: o mﬂmmm
: tklist method, eritical

|3 !
Iﬁﬂ'-' l.t'l'-'“- ancd 50 on. Mherelore, I
i e, Il 18 desirablile (o see h
P 0w Iﬂtﬂ! l'.'l"I'IH. dlﬂtﬂ I'mm

; o
e 'l.:}m;uu'u appraisil

yerit gating and Performance Appralsal: A Comparison

. making the compartson between merit raung and performance appratsal |
e sal, el us

fore
how the concepl of appralsal emerged and changed over the perod of time

efly c°
;.ppmlb-ﬂ nas undergone a sea change in terms of objectives antl methods since | was

|:|,'Ir{!fﬂ'i“-"'-"il1n;£ .mrm.ﬂl '*I"-H"-" in 1920s. Dulrlllg the First World War, appralsal concept was
py US army which was in the lorm of merlt rating and tnvolved ‘man-to-man

_pil.'-"l,“': h
miparisan for the evaluation of mililary personnel. From the army, this concept entered
wess fleld and was restricted to hourly-pald workers, During'1920s, relatonal wage

for hourly-pald workers were adopted in industrial units and each worker was
_ ted in rompanson (o others for determiningg wage rales. This syslem was
called merit raiing. In carly 1950s, the concept of appralsal was applied to technlcal

manacerial }'JL‘T:*'-DHI'IEL In the initial stage, appralsal of these persennel was o the form of
qeril raung though Mmare factars were taken into consideration. The objectives behind
such o ralng were salary adjustments, promoilons, and transfers. When the peed for
i was fell in business organisations, the appraisal system was extended to personnel
appraisal which emphasised overall appralsal of a persen—his performance. behaviour.
<kills. and potentials. Varlous terms which used to denole appralsal have been performance
appraisal. merit ratling. hehavioural assessment, employee cvaluation. personnel review.
s1afl nssessment. and employee apnual confidential report. However, the term performance
appraisal 1S more -ommen. Dale Beach has traced the differences between earlier appraisal

and present appraisal as indicated in Table 2].1.4

(e busil
spuclures
ﬂﬁﬂ-l 141 Ly T2

ppralsal

TABLE 21.1: Trends in performance &
e Earlier emphasis Present ermphasis
Terminolomy Merit rating Employet upprn!!-.ﬂj'prﬂnrman:':
appralsal
Purposs petermining qualifications fiot Development of personnel, tmproved
wigle InCTeast, transfer, pro- of performance o0 the job, and pro-
molion. lay-off viding emaotional security
Application Heurly-pald workers - Technical, professional. and mana-
perial personnel
Factors rated Heavy emphasis of persanal Results, accomplishment. perfor-
atiribules IMANCE
putunl gool-setting, critiend incl-

Technigues Railng scalts. siatistical manl-
S pulation of data for comparison dents, group appealsal, perfoniance
sandards, kess quantilative
Supertor atfmulates employee to

pu
Post-a gal interview Superior communicates his raling
o o E;;'Iuytt and tries (o sell his analyse himsell and set own ehjec-
tves f line with Job requirements:

evaluation to him; sechs Lo hove
employce conform 1o his vicw superior Is helper and counscitor

SEdwin B. Fhppo, Persannel Managemen, New York: Metiraw-HUL 1984, p. 347,

& pepch. op ok P 280
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Objectives of Performance Appraisnl

Performance appraisal practices show that uru:lnlﬂ-'llllttn.-q tndertake perp
to meetl certain objectives which are in the IHTI ]nl .'J-lrl]'ill'_'lp‘. IHF;'I'IIHE. rom
trafmine and development |Iu=1-.i!.'=. providing leedback (o employees, and
on emplovees [or better performance,

Ca
Otlop, !!hﬂ:m“ﬂl
Pu uh‘lE y

F'T{'l..

1. Salary Increase. I'eriormance appraisal plays a rale in Making dectsigp aboy,

inerease. Normallv, salary Increase ui'. an employee depends on how he |5 urml::ahﬂ‘
Job. There §s continuous evaluation ol his performance clther I't:brmall_-,r Or infy & by
small organisation. since there Is a direet contact between (he employee ang Hie Y,
makes decisions about salany inerease, performanee appraisal can be an Informg) p ",
Howrever, in a larpe organisatien where such contact Imrdl}' oXlsls, I'nr:mnl F'Erﬂrm 1
appraisal has to be undertaken. This may disclose how well an tmployee 1s l-"'ETf"E'l‘l‘rlln,;;mﬁIE
hew much he should be compensated by way of salary Increase. ang

2. Promotion. Performance appraisal plays a slgnificant role where
meril. Most of the oreanisations often use a combination of merit and serdority for P"Dmuu.;:I
Performance appraisal discloses how an employee (s working In his Present job ang Whai
are his strong and weak points, In the light of these, |t can be decided whethr he can be
promoted to the next higher position and what additional trHJning wil be n

oy
him, Similary, performance dAppraisal can be used [or transfer, demotion, and dise| "
an employee.

Promotion s

emplovers. In fact, many ordanisations use performance Appralsal as means for Identifying
training needs of em ployees.

4. Feedback. Performance a ppraisal provides feedback to cmployees about thelr
performance, It tells them where they stand, A person works better when he knows haw he
is working, how his effors arccontributing to the achlevement of organisational objectives,
This works In two wa vs: First, the person gets feedback about his performance and he may
[Ty Lo overcome hys delivieneies which will lead 1o better performance. Second. when the
PETSON gets feedb e abmut his performance, he can relate his work to the organisational
objectives. Thys provides him salisfaction that his work is meaninglul. Thus, given the
PTOper organtsationa) climate, he wi|] try his best 1o contribute maximum to the organisalion.
?;rtf;:‘:r;;[‘;xﬂirjﬁli‘:*!rml'mmu:e appraisal puts a sort of pressure on tmEiE“;
reSpect of certarn b " “mployees are consclous that they are being apprais

UGS aned Lhelr liady . tend 1o
have posttive and Retbsnsindoling ire largely depends on such appralsal, they
i.u1ll:|m'.|1.I.L'ﬂ.'I.I|3,' as

haviay e n work
contral deview T In this respect. Thus, appraisal ca
Above roles

ol pettorm, .
performed o)y wl:f-n”u,::;mf PPraisal are quye Important. However, these roles can b
decisions ape e objec, Iti.*lv:h :Ely':ilfmul_ Performance appratsal, and varous relevant
i ¥ m ' - B
and obifciive |y, PerD e, 1 Hght ap resull of Performance appraisal. To be E:,I"ﬂtﬂ'ﬂﬂ“ﬂ

Inlricae) APPrals ! .
anm::nzin“]'l;:lru In Pfi"l'fnrmﬁr:lru ":;.p:-n?ﬂﬂ}g(‘rﬂ require aAn llleErSlanding al ygﬂﬂ;}ﬂ
" % alsy .\ : :
rmian oy APprajsy) and ko th‘:;tlp::l;::;.hndg of performance apprals
¥ BIMIR e e -
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i
o of performance Appraisal
!i[t.EII |l‘“5 “Il"”'ll"l[!!i ol ‘I'!l.‘l"lﬂl."l'l'll'll‘ll'i‘ -ﬁ‘l'l-"ll'."ﬂ‘ill‘ In IIII'1I eurl arganiantlon may

= l.':“- cniig | (® L > |
art anlaue sysiem and method of apprabsal Tonoone orgamntsation, 1t may be

LR L al where person:
M s - |.111l"’|“'"‘l where persanal opinton of a superion aboot his soboredinates

|-_.|l' .ILI' s = i 5

‘l.':'”“““th:‘ I_'H]-;i!" |_'|[ 1‘11‘\'{-1.1 '|"||1 111 -‘11“!“:1-' I. 1' AR &Y I“" 'l.'u'r‘" ‘1""-"“"4'1 '_-Irl”I‘ i FIrIF”f'llr'lf
T "f " method m e followed by all managers. Whatever syntem may be adopted
: B ¥ ANERE,

‘lrm.-. -:'I'll“"“""m"": :‘Nw;‘uﬁi” has two bases, ) appradsal ol employees areording 16
""J”?.u1lu1:re~=, anl gt*m'r:ﬂ Belaviour on the Job, commonly known as trall approach
ratsal of results, work, and goals achieved by the employe kninw :
ad V2 s, These two approaches PR mployees, known as
¥ 4l bY resulls % Pl ehes, however, are nol muatually exclusive and
‘ﬁr-“:.l."l'.‘d i combinatiorn. Either toalt approach, or resulls approach, or combination
@ of these may be adopted in different forms resulting n different methods of
j whicl can he classilied in different ways. For example. Decenzo and Robhins
sified these Imo three categories: (f) single-trail. single subject, In whirh an

cafect is not compared with any other persan and each of his tralts |s measured In
:Lniu'lf form: (i single-subject. in which an appraisee is campared with others: and
oo multiple-tratt. single subject, In which the process of the first classtfication 15 adopted
st With multiple traits.” Beally and Schneler have calegorised various methods of
_opraisal Into four group: bl comparative methods. In which an appralsee 15 rompared
aith others. (1) absolute standards. in which the npp:‘ﬂlsi‘:{r's periormance Is {'Qmpa_rg-ﬂ
gith the standards fixed for him: () goal sewting. in which gonls for the appralsee arc
1 through mutual participation between appraiser and appraisee and the performance
is measured against those standards: and ()] direct indices, In which the appralsec 15
appraiscd in lerms of various pulcomes such as pn.:du-;llm‘.l}-. absenteelsm, tardiness.
erc.® Al present, various methods of performance appraisal which are used in practice
are based on trails or resulls achieved or a combination of both.

appr=” ¥
e cla

APPRAISAL BASED ON TRAITS

Appraisal based on traits and behavloural patterns shown in job performance
emphastses various traits which {he appralsce POSSERSCS and the behavigrs he e
in performing his job. it does not take Into account the outcomes of those behaviours,
that is. performance achieved. There arce various methods of performance appraisal

based on traits.

Ranking Method

Ranking 15 the oldest and aimplest method of appraisal In which a person (s ranked
against others on the basis of certain traits and charactertsties. This 18 just lke
preparing ranks of various examinees lpan examination. Inthe ranking method, varous
PErsons are given ranks on the basls of thetr tralls. This is 1 very simple method when
the number of persons to be ranked ls small becausc ranking has 1o be glven on the
basis of tralts which are nol easlly determinable, nol ke marks 1 an examination.
Moreover, since differences in panks do not indleate absolute or equal differences of
ability between Individuals. the method has limited value for performance appraisal.

*David A. Decenzo and Stephen P. Robbin®. PersonnelfHuman Resource Management, New Dell; Prentice=

.:_‘” of India, 1989,
W. Beatty and C.E. Sehneter, Personnel Administrofi ftending, Mass.: Addison-Wealey, 1959,
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614 Principles ane Fractics

Paired Comparison M

Paired eomparison method Is a slight variation of l‘ﬂﬂl IF'“.“l-‘.' system designeq Inre
value for use In the large groups. In this method, each person s compypa, with
persons taking only one at a time. Usually, only one trall, overa]) H““flhlllly 10 per : Ok,
Job, 1s considered, The rater |s provided with a bunch of slips each Conlalngy a i'!-:”h':
names. The rater puts a tick mark against the person whom he considers the h"!tlcrquu
two, and final ranking is determined by the number of Umes that Person g Judged ht'h-
than others. This method provides better comparison of persons. However, this Iner Itey
the work because of large number of comparisons. For f.'i\' ample, to rank 50 Persong thrqa-"h
paired comparison, there will be 1,225 comparisons. This can be calculated by a rﬂnnm
N(N-1]/2. where Nis the total number of persons to be compared. il

Grading

In this method, certain categories of abilities or performances are defined well I advang,
and persons are put In particular category depending on their traits and Chwwﬂiﬂm
Such categories may be definitional like outstanding, good, average, poor.

VEry poor, gr
may be in terms of letters like A, B, C. D, ete. with A Indlcating the best ang Dindjcal_mg
the worst.

The actual perfarmance of the employees is measured against these grades, This methga
Is generally useful for promotion based on performance. This method, however. suffers from
one basic limitation that the rater may rate most of the employees at higher grades,

Forced-distribution Method

In order to check the tendency of rating most of the appraisees around high point in a
rating scale, forced-distribution method has been adopted. In this method, the appralser |s
foreed to appraise the appralsees according to the patlern of a normal curve, The basic
assumption’ In this methad s that employees’ performance level conforms to a normal
slatistical distribution. For example, 10 per cent employees may be rated as excellent. 20
Per cent as above average, 40 per cent as average, 20 per cent below average, and 10 per
tent as poor. This method is useful (o rate Job performance and promotability. The basic
aﬂvaplage; of this method Is that it overcomes the problem of adcrpﬂng a central tendency of
rating most of the employees to a point. particularly high or near high to appease them.
Forced-cholee Method

The forced-choles ralin
checks how efT; ectively (

atements used, but the most common method of

forced-cholee eontains twg statemenls both of which may be positive or negative. Though
both of them describe the characteristy

z ©s of an employee, the rater is forced to tick only one
which appears to be more d ‘mployee. Out of these two statements. only

Iven
the following two statements - °frating. For example, a rater may be g
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“Motivation Is the complex foree atarting and keeping a person at work In an org

Motivation fs something that moves the person |0 action, and continues hyy, 0 the
rourse of action already initlated.
According to McFarland. 3 .
F ; « o the way in which urges, drives, desires, asplrations, stryy
;::;::;:mn r‘t:r:;-:m or eaplain the behaviour of human beings.™ s, o
After defining motive, mosvating, and motivation, we can now see the Felationg,
among these, Such a relationship 1s presenied In Figure 23. 1. .

Mol ?@ 4

Activalng necds and Engagement in work
JHH'd‘-I in ndividuals providing need satiafaction bihawisdr
| envirenmant

FIGURE 23.1: Relationship between motive, motivating, and mofivation

Nature of Motivation

Based on the definition of motivation, we can derive Its nature relevant for human behayjgy
in organisation. Following characteristics of motivation clarify its nature:

1. Based on Motives. Motivation Is based on individual's motives which are internal to the
indhidual. These motives are in the form of feelings that the individual lacks something, |
order to overcome this feeling of lackness, he tries to behave In a manner which helpsin
overcoming this feeling.

2. Affected by Motivating. Motivation is affected by way the individual is motivated. The
act of motvating channellses need satisfaction. Besides, It can also actlvale the latent
needs in the individual, that is, the needs that are less strong and somewhat dormant. and
harmess them (n a manner that would be functional for the organisation.

3. Goal-directed Behaviour. Motivation leads to goal-directed behaviour. A goal-directed
behaviour |s one which satisfles the causes for which behaviour takes place. Motivation
has profound influence on human behaviour; In the organisational context it hamesses
human energy Lo organisaltonal requirements.

4. Related to Satisfaction. Motivation Is related to satisfaction. Satisfaction refers to the
contentment experiences of an Individual which he derives out of need fulfllment. Thus
- sallsfaction Is a consequence of rewards and punishments assoclated with past
experiences. |t provides means Lo analyse outcomes already experienced by the individual

5. Person Motivated in Totality. A person Is motivated In totality and not In part. Each
individual in the organisaiton is a sell-contained unit and his needs are Interrelated. Thes¢
affect his behaviour In different ways. Moreover, feeling of needs and their satisfaction 133
continuous process. As such, these create continuily In behaviour,

8. Complex Process. Motivation 13 a complex process; complexity emerges because "‘1 3
nature of needs and the type of behaviour that is attempted to satisfy those needs.
generate complexity in motlvation process in the following ways:

‘Rabert Dubin, Human Relations tn Administration, New Delhi: Prentice-Hall of India, 1974, p. 53

“Dalton E. McFarland, Management Principles and Practices, Hi ﬁlm 1974, p. 537 i
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ompatible, 1 boty 1y rolea simultaneausly and these

aflected thmc!y. ene alliilinns, Jils performance (s likely to be

ﬁﬂymalcmn] :::-?:::::: llmr;:u. Organiaatiog )
; YEICAl—which are ay .

appropriate layout of the workplaen n::;.l:l-:::.h A The wirkptaee fiyieal faciines inchude

facilitics Include appapriale .

wand LIRS Phiyate al rovvirnnimment  Paye hologieal

workgroup. appropriate an n-nm':..l1 :WTI"' Habnting sanel levelogmnent failitien harmontous
' nlly C

organisational resources wyyk WL Ieadlernlip atylen IOtIvaling werk aned so on Thess

I bwo wive I 1 ;
they facilitate job ; vincreasing indlividual performanes  Fliest,
] ! performance, S, they work s matlvaling lactors which snhance
individual enthustasm to perform well :

Role of Motlvation

Feamurees denete varions types of faciiities—

the above discussion. we find that motivation 1a one amnong the varicus [actors allerting
individual performance. However,

IL1a one of the most iImportant factors. All organisational
facilities will go waste In the lack of motivater people 1o uliliae these farilities ~Tertively

Every superior in the organisation must motivate his subordinates for the Aght types of
behaviour. Diagnosing human behaviour and analysing as to why people behave In a
particular way Is of prime importance in motivating them Irrespective of the nature of the

organisation because individual is the basic component of any organisation. The importance
of motivation In an organisation may be summed up as follows:

1. High Performance Level. Motivated employces put higher performance as compared to
other employees. In a study by Willlam James, it was found that motivated empioyess worked
al close to B0-20 per cent of thelr ability. The study further suggested that hourly employees
could maintain their jobs, (f they were not fired, by working approximately 20 to 20 per c=nt

of their abﬂ:ltj,.lf. The high performance 1s a must for an organisation being sucressful and
this performance comes by motlvation.

2. Low Employee Turnover and Absenteelsm. Motivated employees stay in the erganisation
and their absenteelsm Is quite low. High tumover and absenteelsm creale many problems
in the organisation. Recruiling. training and developing large number of new personmel
into a working team take years. In a compelitive economy, this |s almost an imposstble
task. Moreover, this also affects the reputation of the organisation unfavourably.

3. Acceptance of Organisational Changes. Organisations are created in the sociely.
Because of changes In the socicty—changies in technology, value system., ete —ongantsaticn
has to incorporate those changes to cope up with the requirement of e . WEen thee
changes are introduced in the organisation, there 18 n tendency Lo resist these changes by

th 1 H if they are properly motivated, they accept, iIntrxluce, and Implement
e =T l;]j!‘l.‘.'d‘_'ﬂ DWEVET, R ] ;
these I:Ph&ngﬁ. keeping the organisallon on the right track ol progress.

Theories of Motivation

very i ed

en human organisaltons were established, people had o

Peofa s h:f;ﬂ.mrng[: :.rl;mt motlvates people In Lhe organisation most.” The starting

mimldﬂ 1 :::t m:Fr:d ric W. Taylor and his followers Frank Gilbreth, Lillan Gilbreth, and
enary L: II:.:]Irl'.'.:* In lEhu: I'm:m of sclentific management and more particularly “differential

Fh L | with using financial incentives to motivate

temn.” This system was Conceme
plece rate 5ys
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peaple In the organisational context. Then came the Nindings of human relation,
emphastsed security and working conditions at the job besides financia) INcenty,, o
work motivatlon, In early 19608, these concerned with work motivation starte tg % oy
for a new theoretieal foundation and to attempt to devise new techniques for ’IJ"-I'jﬂII:-l..-“::"r
The earlier part of these approaches was based on the types of needs thay p:nij on,
and the way these needs could be satisfied so that people would be MOLVa Lo hag
theores are known as “comtent theories of motivation”™. Maslow gave the theory ;?I
hierarchy: Herzberp ]}njljﬁﬁ.l_"{l two-Maclor lhEl'.lrj": MceClelland El‘ﬂphﬂ.ﬂlﬂq:d power, aﬂm;:l
and achievement motives: and Alderfer proposed three groups of core needs: “1-‘!!:11&“'
relatedness, and ﬂtuwlh IERG modeld). )
Because of lack of uniform findings In varlous researches based on the COnten

approaches, scholars tried to find out the process Invelved in motivation which led |, th
emergence of “process theorles of motivation™. These theories are more coneerned wip Ih:
cognitive antecedents that go into motivation or efforts and with the way they affect earh
other. Vroom proposed the theory of work motivation based on valence and expetlancy,
Porter and Lawler made some refinements in Vroom's model and suggested their own modey
Behaviourists added the concept of equity to these models and proposed the "equity theon
of work motivation”, . '

Some scholars tried to relate the nature of human beings with the work motivation
Though these propositions are not confined to work motivation, they offer some Insights in
understaning work motivation. Prominent theories in this group are McGregor's theores X
and Y, and Ouchi’s theory Z.

A caution for grouping various theories into categories is that there may be overiapping
in this grouping. Various theorles of motivation approach the problems of motivation from
different perspectives, bul they all emphasise similar set of relationships. These relationships
are the individual, his needs, his perception of how he will be able to satisfy his needs, and
whether his need satisfaction is equitable. All these theorles have thelr relevance only In
particular context, and when the context changes, they may not werk because they are not
unified theorles which can be applied In all situations. Therefore, contingency theory of
motivation is required. However, contingency theory has not been fully developed as yet
Now let us go through various theories of motivation to find out what they propose and ofler

implications for motivating people in organisations.
‘/zamw- S NEED HIERARCHY

The behaviour of an Individual at a particular rmoment is usually determined by his strongest
need. Psychologlsts elalm that needs have a certaln priority. As the more basle needs are
satisfled, an Individual seeks to satisfy the higher needs, If his basic needs are not mel,
efforts to satisly the higher needs are postponed. A.H. Maslow, a famous soclal scientist.
has given a framework that helps to explain the strength of certaln needs.® According 10
him, there seems to be a hlerarchy into which human needs are arranged as shown in
Flgure 23.5.

L. Phyelological Needs. The pliysiological needs are at the top of the hierarchy becaust
they tend to have the highest strength until they are reasonably satisfled. Until these
needs are satisfled to the degree needed for the efficient operation of the body. tht

“Abraham H. Maslow, Motivation and Personality. New York: Harper & Row, 1854,
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Social
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FIGURE 23.5: Masiow's noad hlararchy

majority of a person’s activities will probably be at (his level, and the other levels will
provide him with little motivatior?. A famous saytng “man ean live on bread alone If there s
no hl’l!a,d' Eugﬂﬂﬁtﬁ '||'lﬂlh'|..'lrnﬂn hEIng!, ﬂl‘ﬁl, 'r}r Lﬂ Hrqu I'E “EEE’EEI"EE fﬂr their Hun“.l‘-"EI].

2. Safety Needs. Once the physiological needs are satisfied to a reasonable level—it Is not
necessary that they are fully satisfled and degree of reasonableness is subjective—other
levels of needs become Important. In this hierarchy come the needs for safety. thal Is.
needs for being free of physical danger or sell-preservation. In the Industrial society. safety
needs may take considerable importance in the context of the dependent relationship of
employees to employers! As polnted out by McGregor, the safety necds may serve as motivators
in such circumstances’as arbitrary management actions, behaviour which arouses
uncerialnty with respect to continued unemployment and unpredietable administration of
pulicy.” Peter F. Drucker has suggested that one's attiiude towards securlty Is an important
consideration in choosing a Job.® Organisation can influence these security necds either

positively—through pension plan, insurance plan, elc,—or negatively by arousing lears of
being fired, lald off, or demoted.1

3. Soclal Needs.'After the first two needs are satisfied, soclal needs become Important in
the need hlerarchy. Since man is a soclal belng, he has a need to belong and to be accepted
by various groups. When social needs become dominant, a person will strive for meaningful
relations with others! If the opportunity for assoctation with other people is reduced, men
often take vigorous action against the obslacles to soclal Intercourse.'In the organisation,
workers form Informal group environment. Such environment develops where the work Is
routine, tedlous, or over-simplified. This situation 1s made worse when workers are closely
supervised and controlled, but have no clear channel of communication with management.
In this type of environment, workers depend on informal groups for support of unfulfilled
soclal needs such as affillation.y

4. Esteemn Needs.!The esteem needs are concemned with self-respect, sell-confidence, a
feeling of personal weorth, feeling of being unique. and recognition. Satisfaction of these
needs produces feelings of self-conlldence. presiige, power, and control! The satisfaction of
esteern needs s not alway's obtalned throu ¢gh mature or adaptive behaviour, It is somelimes
generated by disruptive and trrespensible actlons, Some of the social problems have their
roots in the frustration oMhe esteem needs.

"Deuglas M. McGregor, The Humnan Side of Enterprise, Mew Yorl: McGrow-Hill, 1867,
*Prter F. Drucker, “How to be an Employse,” Psychalogy Teday, March, 1068,
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5. Self-actunlisation Needs! Sell-aclunlisation s the need to maxim|ge nre'y
whatever it may be. This 1s related with the development of intrinsie eapalyyy
ple to serk sttuations that can ntilise thelr potential. This inchudes Competep,
P oilcs Fortal GVet Envirpanye ol Tetors, both physteal aned soelal, e *""*"-"-*mﬁf ley
with high tntensity of achievemenl needs will be restless unless he cap lnel I'r|1.I|| i
doing what he ts 0t todo. As Maslow has pul it “this need might be phrased o the ki
become more and moere what one 1s, (o become everything that one 1s capa)e ﬂ”m;]} et
Maslow stuggests that the varfous need levels are Interdependent angd mrrappm"“"l*r
higher-level need emerging before the lower-level need has been completely sallnnmg'gj':f:
one need does ot disappear when another emerges, all needs lend to be partially H'IIII'LI'IIM "
each area, When the peak of a need [s passed, thal need ceases (o be the primary maﬂv
The next level need then begins to dominate. Even though a need 1s satisfled, |y sUll inf]y .
behaviour because of Interdependent and overlapping characteristics of needs. T,
relationship among dilferent needs has been shown in Figure 23.6,

len Wh]fj-?"u-

Sell
aclualisation

|Physioiogical  Salely  Socal Esieem

Intensity of needs

FIGURE 23.6: Relationship of new level of needs

Critical Analysis of Maslow's Theory \

Maslow's theory has reasonable support for the hypothesis that human needs have some
hierarchical order. The theory is based on the assumption, it Is true also, that man Is
continuously wanung. All his needs are never fully salislled. As soon as one need Is
reasonably satlsfied, Its prepotency diminishes and another need emerges 1o Teplace u.'
Thus. at last, some needs remaln unsatisfled which serve the man to strive to sattsly:
Thus, it presents a very simple solution of managerial problems, that 1s, managers ran.t:}’
to sausfy the needs of people In th's partieular order. But this ralses a basic q“"‘mm}'l,ﬁ
need hierarchy rigld? Does every person try to satlsly his needs according te this mede
the answers are In positive, there Is no problem In motvating people. However, It Is not 2.
The hierarchy Is not so rigld for all the individuals and all the times. Identifled below &
few problems which are not adequately sclved by this theory:

1. There Is lack of hierarchical struicture of needs as auggﬂ!ted by Maslow, thﬂllﬁ]:
every Individual has some ordering for his need satisfaction. This i8 based on ;
assumplion that man has Iimited resources which he can  use alternatively-
Resources, here, cannot be laken only In a physical way, rather these are u
more comprehensive way. Naturally, every person has to satisfy his needs In
order. However, this order may not follow Maslow's need hierarchy. This has been
demonstiraled by alarge number of rescarches both in forelgn countries as
In Indla. Following generalisations can be drawn on the basis of these studies—
both in I'umgn countries and In Indla;
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behaviour may be the result of different needs For rxample
he may take water. or some sofl drink, or some julee Cimilarly prople
monecy 1o satisly several types of needs, not only phivstol
hierarchy is nol as simple as |t seems 1o be.

4 There ts another problem in applying the theory inlo practice. A persen
higher-level need when his lower-order need s reascnably satiafled What o (S0
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reasonahble level 1s a question ol subjective matter. Thus, the femy el ol mandimlatiogy 0T
particular need may difler [rom person to person. [nfact, nee Ia arud Uhetr salinla i
oncermed may ol be gwais sl

are mental feelings Sometimes, even the person ©

his own needs. The guestion Is: how gl & MANAger ks the n
These are some basic prublems involved in the application of Masiow mery) Daerarc iy
model. Al every level of needs, It can be sceri that the role of tndividual b vETy rpertant

Since individuals differ, it may not be quite possible Lo pies ribse wiie o
solving motivational problems of all persons, ruther. a conlingenoy ap

applied. z
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are perceived to be desirable goals Lo arhieve. amd convernely . umdesial
avold. In this connection, @ rescarth stinly was comduetel by Frodenck Hershery il
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(0 Some peo
ple may b

ae e deprive
ThII:I:]I:!:T:“ needs, The m!nﬂ:[tlt: :;;':ﬂ:mr lower order ncla but may (£ for SCC

“H 0 ; = OF Wi : .
e t Fequire any further r:;:;.lmnl?nmihi I o of The miost important.

*ceriain peEs Lo,

KOS
lor whom sell-esteem needs are more ymportant than

social needs, 5
5. Surh pey
. e
an end, that Is, love t]._-]g“ may be those who seek sell-assertion as @ means o

(i)

(e There I8 conslderable o
needs, and esteem .m:?ﬂﬂhﬂff”'”“”ﬂ physiologleal needs, safely needs, soclal
many ]]l:Uph: do nol eare 1;_11'”1 |L'l'l|i1r1:-,r 1 orpganisil lonal eontext, For t.’(amplc.
similarly. many people m_:-]"h securlty [steurity need) but eaire [or soclal need.
() For certain prople, m: ay not care lor sockal need bul for sel[-eateem need.
hierarchy. Thus, Ihrrq:?: of the needs may not form part of {hetr pwn need
Alscountinuity of hl.erar::]nm anly question lor reversal of hierarchy tul also
deprived of social need rm‘jlﬂi:.:‘ example, there may be people who might be
such needs, though It m r childhood, They may develop apathy tawards
gh IL 1s just possible that they may develop high order for

such need.

9, There is a
nother problem, which Is commeon wilh many oiher theories also thal
nneed and pehaviour.

:.[I.:1c;re is u;:en alack of direct cause-effect relationship betwec
mﬂ: .!:::mﬁh];:f been discussed earlier in the chapler. Thus, a pariicular need
our In different ways in different persons. Similarly. one particular

le. If a person Is thirsty.

trllnhﬂﬂm:;k may be the result of different needs. For examp

c may e water, or some soll drink, or some julce. similarly. people may eart

money to satisly several types of needs, not only ph:.rsin!uglcﬂl needs. Thus. need
hierarchy Is not as simplc as It seems Lo be.

3. There |5 another problem in applylng the theory Into practice. A person Lrics for his
h1ghc_r-h:'-rcl need when his lower-order need IS reascnably satlsfied. What 18 this
reasonable level 18 a question of subjective matler. Thus, the level of satisfaction for
particular need may differ [rom person Lo persof. Infact., necds and thelf satisfaction
are mental feelings. Somelimes. cven the person concerned may not be aware about
hils own needs. The question is: how can a manager xnow the needs of others?

These are some basic problems jnvolved In the application of Maslow's need hicrarchy
model. Al every level of needs, il cant be seen that the role of individual i
gince individuals differ, It may not be quite possible to prescribe ont gtandard action for
solving motivational problems of all persons. rather, a contingency approach has to be
applied.
HERZBERG'S MOTIVATION-HEGIENE THEORY
Need hierarchy. t© a great extent, chara s of behaviour. it m:::!l be E:::”
directed lﬂwar'ﬂs achimr’lngcertaﬂ‘l nrccm-.rr:rscly. towards avo ng
es. Thus. 8 question may arise as o what variables
ather undesirable. negalive consequent esirable conditious to
ble g to achieve. and conversely, unces e o
are pf:rr.elved 1o be desira h study Wwas conducted by Frederick Hereberg and
avoid. In this connection. are University- s study consisted af a1 intensive analysis
associates of Case-WesLern 2:]‘] engineers and accountants in nine different comparnles
of the experiences tructured interview, they were asked 10 describe a few
in Pittsburg area, U->:
Rl “The Mottuation 2 wigrk, New York: JohTi
waner and Barbard Erndﬁmﬂ' ; - Lhlishing, V966
ﬁtﬂ:;:fﬁ Ma work and the Nature af Man, cleveiand: world Publishing 9

*prederick Herzbe
Wiley 1959, and
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ol rae by each experience whieh they o .
W s I cone
oo the tformation from the niterview, Herzbery ontlucedd thai fh""‘-l'ﬂ T
Sn:aalyaing ts essentinlly independent of cach othey affectig R Inan,., ™
o -"ﬂ:”nr‘: “Ir “I: that there are sommie [ob conditions which fpeerite Iflﬂll'l:-lﬂl'_il' s efp b |
[ flewding=n ;
“m; i hen the conditions are absent, however, thelr presence docs not ik
CMpAMTTs W

I
Otlvape lh“’
e wav. Another set of job conditions operates primarily to by slrong rnr:lll'.r;.";.m
'": :1:"!11;'1!,'H”_..,,.r“p..._ but thelr absence rarely proves sir ongly *ﬂﬂﬁﬂﬂ!frlnq. The firg
:.:'Ir | |j~rh Sansititons has been referred to ns matntenance or hyglene factors and secong e
g [ - ¥
ol Job condlillons as motivational facto rs ]

Hygiene Factors

Arrording to Herzberg, there are ten malntenance or hyglene factors, These are com
policy and administration. technlcal supervision, Interpersonal rtIatIunsmp Wit
supervisors, Interpersonal relationship with peers, Interpersonal rulatlunshlp with
subordinates, salary, Job seeurity, personal life, working conditions, and Status, Thess Are
nolminnsic parts of a job, but they are related to condiijons under which a Jobis Performeqd.
They produce no growth In a worker's output: they only prevent losses |n worker's
Periormance due to work restriction s)These maintenance lactors are Necessary 1o main
Al a reasonable leve] of satisfaction 1n employees, Any Increase beyond this leve] will ngt
Provide any satisfaction to the cemployees; however, any cul below this leve] wi di
them. As such, these are also called as dissatisflers. Since any Increase in these
Will not affeet employees' level of salisfaction, these are of ng use for motivating th

Huuur.'lnnu Factors

£im.

These factors are capable of having a positive effect on Job satisfactio
Increase in one's total output. Herzberg Includes six factors that motivate
are achlevement, recognition, Advancement, work Itself,

responstbility, Most of these faelors are related with Job co
factars wy) satlsfy (he

employees. These
possibllity of growth, and
ntents. An Increase in these
employees; howevyer., Any decrease will not alfect thelr level of

salisfaction. Sinee. these increase level of sallsfaction in the employees, these can be used
M motivating them for higher output)

Bctors surrounding i - <" Pand, the naintenance seekers tend to be more concerned with
M the Job sych aq SUpervision, worign d
o : E conditlons pay, etc
“t Analysiy of 1pye The
Criherg'y Mode] fy e
d on 4
order fepq °C0n the fagy thay
attsfacyy, f n:mw“t"ll'* As such mﬂ::t::?;: People are abje tq satlsfy their lower-
MIndia ang fope . need '8 true which pag e VA by any further addition of -
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a articular dillerence helbwer
T?rlgrﬁﬂisnrfd whether of lower order or higher artler will motivate Individuals, Thus, 3
unsatis its applicabilily. It ean be applied to lower-level workers as wej) A
h where because of lack of soclo-

has universality In
higher-level managers.
progress. CVen lower-orde
factors. According to Herzb

McCLELLAND'S NEED THEORY :
Shortly after World War . a group of psychologisis led by David C. MeClelland of Harvard
University began to experiment with TAT (Thematic Apperception Test] to see If It were
eensitive enough to deteet changes in motivation that werc caused by simple attempts to
In order to simplify their task. the group decided to select

it was not long before the implications of

sway the individual's attitudes.
one particular motive for intensive analysis. For.
the subject of intensive investigaiton

the achievernent motive were recognised that it became

in its awn right.

McClelland has identifled three types of basle motivating needs, He classifled these as
need for power [n/PWR). need for affilation (n/AFF), and need for achlevement (n/ACH)."
Considerable research work was done by McClelland and his associates In this respecl.
particularly on achievement motive.

Is power. Power motive has

Power Motive, The ability to induce or Influence behaviour
time. The leading advocate of the

been formally recognised and studied for a relatively long
power motive was Alfred Adler. To explain the power need, the need to manipulate others or
f inferiority complex

the drive for superiority over others, Adler developed the concepls o
estyle Is characterised by striving (@

and compensation. Accordingly. the individual's il

compensate for the feelings of Inferlority which are combined with the Innate drive for
power. McClelland and his assoclates have found that people with a high power need have
a great concern for exercising Influemce and control. Such individuals generally geek
positions of leadership; they involve In conversation; they are forceful, nutsp-ukcn.- hard-

headed, and demanding.

Affiliation Motive. Since people are soclal belngs, most Individuals

with others In situations where they fecl they belong and are accepted. Sometimes, afll
afMllation motive 18 not so broad. Affiliation

In underdeve

r necds are not
erg, these are hyglene facto

loped countries,
reasonably satisfed. such needs are motivating
rs and fall to motivate workers,

like to interact and be
l{iation

is equated with social motives. However, the
plays a very complex but vital role in hurnan behaviour. The study of afllliatlon is cnmplltﬂtﬂd
I %
"David ¢ MeClelland, The Achievement Motive, New York: Appleton-Century-Crolts, 1933,
_—‘
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by the et t - .

the (act 14 r:?:I:r;::; wﬁé?:”ﬁ”' selentlats believe that I ia an unlearned motive. However,

usually derive pleasure fra 1--'|mml has mugggented that people with high need for aflifation

are coneemed with maint .:;1 RO doweesed el tesned 1o avold e parin of el rejecied, They

and understanding, ang NG pleasant socinl relationship, enjoylmg a sense of Intimacy
b b enfoy consoling and Welplg ollers 10 rouble,

Achlevement Mo '
tive. Over the years, betinvionral selentists hove ohaerved that some

wople have an Inlenze ge
peot lestie 1n nehieve, MeClelliand's research hias led him lo helleve e

the need [or achievement (s o (s
s adistine b kb 2cx ghed from other
necds. It can also be {solated pri el human motive that can be distinguished Ir

HETTLET ; lddentiNed four
basic characteristics of high achlevers : ol In Sty groep. MeClohand. v

I. Moderate Risks. Taking moderate risks Is probably the simple most descriptive

characteristic of the person possessin
Rhigh . This Is against the common
sense that a high achlever would take h@ﬁ:‘y{: eentnne Thin 1o

2. Immediate Feedback. Person with high n/ACH destres activities which provide Immediate
and precise leedback Information how he Is progressing towards a goal,

3. Accomplishment Person with high n/ACH finds accomplishing a task intrinsically
satisfying In itsell, or he does not expect or necessarily want the accompanying material

rewards. Though he llkes to earn money a lot but not for the usual reason of wanting
money for its own sake or for the material benefits that It can buy.

4. Preoccupation with the Tasks. Once a high achiever selects a goal, he tends to be totally
preoccupled with the task until it Is successfully completed. He will not feel satisfied unless
he has put his maximum effort In completing the task. This type of dedleated commitment

often reflects on his outward personality, which frequently has a negative effect on those
who come in contact with him.

Implications of the Theory

Because any organisation and every department of it represents groups of individuals
working together to achieve goals, the need for achievement is of paramount importance.
According to the research conducted by McClelland and others, managers show high on
achievement and power and low on affliation. The research finding also Indicates that
chief executives of smaller companies show higher achievement motive as compared to
those of large companies. Similarly, middle-level managers have higher n/ACH as compared
to the chief executive. This seems to be contradictory but McClelland fecls that it s quite
understandable because chiel executives have already achieved, and those below them
are striving to achieve. " S
-motivated le can be the backbone ol most organisa

Lh:jrﬁ:rl-::l;::;ﬂn?:l:; faster. Hﬂtﬁer. when they are promoted where thelr success depends
not only on their work but on the activitles ol others, they may be less effective. Since they
are high task-oriented and work to thelr utmost capacily, they expect similar r-:-aults from
others. As a resull, they sometimes lack human skill and patience of being effective
managers, specially of those persens having high afMliation metive, Thus, such persons
can be better managers in production, research and development as compared to ptrs;n:;;:
activity. An organisation may need Managers with varying degrees of achievemen
affiliation motives.

tive can be developed at an early
Developme hievement Motive. Achlevement mo
age and ﬂ.ls:.:.::?:;-ﬂ stage. Exp-c.ﬂ.l:l'lﬂ'lung with F':ﬂ‘]:"lﬂ from the Uﬁﬂ... ll.E']ﬁf- Poland, and
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Th f both canmt and stick should be lmﬁl}'lu [ |l!ilr 1ﬂ that boty
: 1:;“'1“” I1|ur motivational profile of the peaple In the organisation, hay
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MeGREGOR'S THEORY X AND THEORY ¥

‘w action of motivating human belngs in the organtsation,

[ The management's a asstmptions, generallsations, and hypotheses relgy

MeCiepor |11\-11!11"*""1:'[': :1|t"l| Mese assumipllons may be neliher consclonsly CTY AL

s -'!11-"1'";”::::11'::”" these .:r.r'n'r the purpose of predicting human | ,
;:_:‘;1.-1:.?.:11:”1:::.1:!-.31v||1 haman behaviour may differ constderably becanse of

f.'hi'l'.l'lr_"]r_ -n.?

lhEW

o facsors nfluencing this behavlour [MeGregor has characterised these AAumpton, n
twe apposite polnts—Theory X and Theory ‘l"'l

ACCor

i
ng te, h.:]! X

Theory X. This is the traditional theory of human behaviour. In this

theory, Meg
Frrtaln accumpiions about human behaviour, In his own worda, these asay
!~1?1Pﬂ'ﬂ L

1. Mo

FEEOT hay
mptions ar, a

nagement is responsible for organising the elements of productive ent
mancy. matenials, equipment, people—in the interest of cconomic ends,

With respect to people, thisis a process of directing their cfforts, mo

Uvating then,
controlling thelr actlions, modifying their behaviour to fit the needs of th,
orEanisation

Without this active intervention by management, people would be Passive—eye
‘rsiani—io organisational needs. They must be persuaded, rewarded, punished,
contrulled. and thelr activities must be directed. This |s management’s task. We
olien sum 1t up by saying that ethw

ETPrises

5
S

management consists of getting things don
other people

The averape man 15 by nature Indolent—he works as little as possible.
He lacks ambitjon,

dislikes respon sibility, prefers to be led.
He s Inherenly sell-centered, Indifferent lo organisational needs.
resistant to change,
is pullible, not very bright, the req

IESE assumptions, last [jye de
Pl ey aflions These LTI R
howeyey rnurhumunh‘allun;d;

Fiege Virwy
BUupervise theyr empl

with TERpron s}y

=1 3 LN e

He s, by nature,
5 He

ok

dy dupe of charlatan and the demagogue.

al with the human nature and first three with
Wptons aboul human nature gre negative in thetr approach,
rovesses have developed on these assumpions |Managers
about human nalure allempl to structure, control, and closely
H¥ees. They leel thay cxltemal contral s most appropriate for dealing
and immature employees. MeGregor believes that these nssumptions

Chianged drﬂ!ilt?hll}r though there 1s g conslderable change

©eause of changes In the human
» Management philosophy, policy,

subsenbng ¢

work Is as natural as play or rest
uI.E does not Inherently dis)ie work. Depending upon
PUnishme Ork may be 5 SOuUrce of Salsfaction or a source ¢
"'-l-'!l-ﬂngnr
*OP. €l pp. 4547
Vbt oy, 47.48,
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2. External control and the threat of punishment are not the only meana for bringInf.

about effort lowards organtsational aljectives. Man will exereine aelf-direction and
gell-contmml 1n the seviee o olffectiven tinwhich he I cormmitted

Commitment 1o objectives (s o Dipetlon of e rewared annos fated with thelr
arhleverment., e ol algileant of soch awareds, e, Hhe mullalactlon il £fn and

sell-actuallsatlon necds, can be o direet produet of eflord Aipeeted  tearards
organisational abjectves,

4. The average humian belog learnas under prop

=

o eonditions not anly to accépt, bt 1o
seck responsibility, Avoldance of responsiiity, inck of smbition, and emphasis on

_ti:t"ilf“}" are p.l:'l'll!'rﬂ.“!.' conscquencen ol I"HIIL‘T‘CT“:E- Fial ‘ﬂh!‘rtn' human
characteristics,

{4

The capacity 1o exerclse a relalively high degree of imagination. ingenuity. and
creativity In the selutlon of organisational problems Is widely. not narrowly.
distribyited in the population.

6. Under the conditions of modern Industrial life, the intellcctual potentialities of the
average human beings are only partially utilised,

The assumptions of Theory Y suggest a new approach in management. 1t emphasises

an the cooperative endeavour of management and employees. The attempt {s to get maximum

putput with minimum amount of control and direction. Generally. no conflict |s visible

between organisational goals and individual goals)Thus, the atternpts of employees which
are in their best interests are also in the Interests of organisation.

Comparison of Theorles X and ¥

Both these theories have certaln assumptions about human nature. In fact. they are reverse
cides of a coin, one representing head and the other representing tall. Thus. these

assumptions seem Lo be mutually exclusive. The difference between two sets of assumptons
can be visualised as [ollows:

1. Theory X assumes human beings to be inherently distasteful towards work. Theory
Yy assumes that for human belngs. work Is as natural as play.

2. Theory X emphasises thal people do not have ambitions and try to avold
responsibilities in jobs. The assumptions under Theory ¥ are just the reverse.

3. According to Theory X. most people have little capacity for creativity while according
to Theory Y, the capacity for creatlvity Is widely distributed (n the population.

4. In Theory X. motivating factors are the lower fieeds, In Theory Y, higher-order needs
are more impertant for motivation, though unsatisfied lower needs are also important.

5. In Theory X, people lack self-motivation and require to be externally controlled and
closely superviged to get maxtmum outpul from them. In Theory Y. people are sell-
directed and creative and prefer sell-control.

6. Theory X emphasises scalar chaln system and centrallsation of authority in the
organisation while Theory ¥ emphasises decentralisation and greater participation
in the decision-making process.

7. Theory X emphasises autocratic leadership : Theory Y emphasises democratic and
supportive leadership.

Implications of Theories X and ¥

MeGregor's assumptions In terms of Theory X and Theory Y are based on Maslow's need
hierarchy model. In the beginning. when the concept of ‘economic man’ was accepted,

Scanned with CamScanner



Principles ang
T66 p’%

afton 1a such a vital part of each of that
It

. of eveIY laman activity, 1t 1s hapy to ”’wm

" ar Tathr Impartant rol e o oy
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activity in which comuniies nal ongantzationa nwhich people anaepy, to g i)

; e In Jortil )
has to be eyven moerr lr:tl foid ek oordinated efforta, Individuals gy the o
¥ v |11 - T [ " 1

common obfectives l_1“.|1|t-q bt they A functionally Interrelype The m,
perform Jifferent acl s lniin I ]-m:ll:-il||1'|f' only Hhrough I'UIIIH':IIHI]I':H”:‘" whirh th 3

H_' :'l'! ‘i . - - .
maintenancr ol tlhr"_ renatioes A aharing of fdeas. Communication beetg e, ") n:"“rr,

LELLS ’

for exchange of o lationships by providing the foundation for humgay, '”1,1."*‘%
element in hume by regarded as basle to the lunetoning of the o,
a, thus, may be Pegs Ninay,
5 ation would cease (o exist. This chapler discygge, L

that auitable action can be taken to mﬂk& It ﬂrfﬂlhr::"‘"

G |

[
Itis an obvious fact thal commir

Communicat]
yts ahsenee. the onganis

asnects of communication so
LLY I -

organisation.

Concept of Communication

' The word communication has been derived from the Latin word commun(s why,
common However, besides commonality, communication involves the concept of
meaning. and information. There Is wide disagreement among communication mmﬂm:
resnect of definition of communication because of the context in whieh the ey,
communication 15 used. It is used as a process which Involves various elements the
which two or more persons share meanings among themselves. Sometimes, it 15 ygy -
the context of a particular element of the process, say message, or the means
which the message is passed. Because of these contextual differences, there is lack 5
comman definition of communication. For example, Dance analysed ninety-five definitiops
of communication and arrived at the conclusion that “the concept of communication &
refiercted in these definitions Is too loose and even includes contradictory components so a
'o make the precise deflnition of communication very difficult.”! Based on the review of the
vanuous deflnitions, he offered his own deflnition as follows:

“Cemmunication Is deflned as the process by which people seek to share meaning via the
transmission of symbolic messages, *2

This type of definition Is more usefu] in management. For example, Newstrom and Davis
have defined communication as follows:
\}/Emmummlm Is the transfe

r of Information from on person. It s a way
ol reaching others by transmt CF S ey :

ing ideas, facts, thoughts, feelings, and values™

Thus, from
management popn of view, communication is the process through which

tWO o mare persons cq

me Lo exch

definiy ange ldeas and underai; This
on Involves three Aspects in com munlcation: FRRncing amang themeelves

I. There i Bometh)
ng which 18 trap
W smitt
hich |5 the Subject-matter of mmmu:;; caech 88 Information, iciong; i Eﬁ
cation. However, the subject-matter itsell
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The greater the degree of understanding, 1h,e FaTdaatmal
an action will proceed In the directjan ol il

T |8 e |erlime
ALcomplishing grals

has been deemed as a process, The lerm
aunilt h interrelated stages of anal procesa reflers to identifiable flow
o jon throus alysis directed towards

it he case of sockal actiens, the co e the achimement of
e In the SR elationships a ncept of process 1s dynamie rather than
R At epents ANd TERTORSTLPE B2 SRR A8 dynamic, contin il bl 8

AW . both affecting and being afT piadi 18, and febic. o

o pteraction PO - b & allected by many variables There ase fous
; _: Tk e mceﬂa&tﬂﬂl’l. d comn unllﬂu-ﬂ- Chﬂ.l‘lgt jﬂ “.mf'_ ad‘.ranffmm: or Frnﬂ"-‘_q
oal or result. The communication bcj.ng a soclal process s a d'rr,;r:: -::I‘r
.. :;Jq -annot be studied in sort of stop action. Notwithstanding this. sorne sequential
k- ,:..:amt in Eummunlcauﬂn ran be thought of treating it a sort of stop action

il

:. G;:t of the best ways 10 view communication In a sort of stop action is through the usc
R unication models do have some drawbacks ke unnatural act of stecpping

7+ aver-simplifying and providing not more than a partial view of such a complex
i h draw backs related to models, they do provide a definitive method

s clear and easy to use in grasping a sel of concepts which are central to an issue
4 e case of communieation. fortunately, such models are avallable. Such models range
<mple one-way persuasive model to complex information maodel. Three such mocEh

Neaver model, Berlow

..+ 2re used to understand communication process are; Shannon-V

el and transactional process model.

pnnon-Weaver Model
Shannon-Weaver model Is based on information theory. Information i um'f:‘:m“'rﬁ“‘:]
groach of communlication. This theory can be distinguished from it hn.mdﬂml?::;l:l s lh;
Smmunication theory, In that It deals with informatlon devold of mrﬁlr::;'thc t:lc-llm-ﬂ
““imaton theorlsts are not jnterested In what 15 L"Dmtﬂl.lniﬂ'l.tﬂl b.lf: 1.1:]1‘\ ki
" Inlormation §s communicated both accurately and porrectly. il " ‘111 ‘; ot of all the
Yoy mode] nyolyes an information source Which selects a desir Il:tﬁ ;11-:-%5'.‘11‘-'“ \nto &

“Dle messages that {t can select, & transmilier which changes w!:-r st ratiori 9
#Which can be sent over some communication channel 10 @ FECEIvER

Minols: University of

Theory @ Comumunicafion.
i, lmgmnm-and Warren Weaver, The Hnﬂuﬂl-ﬂlﬂ'ﬂi S
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of
. and finally a nolse so
whom the message was originally intended uree whye lﬁ“’g
extrancous Inforamation into the signal as shown In Figure 26.1, hean tn

Sgral Signal

Hecener
{Decader)

| X Transmitter
| 5-‘:1"":" {En:njpr}_l

Nous graiend
- :l.l- -!|

FIGURE 26.1: Shannon-Weaver communication model

This model does not include feedbarck as the same process will ake place for "
and receiver may berome sender of message According to this model, mnnnumm
]'.|FI"-||I!'|"TI'| can arlse at any one of the three Imvrls the technical level, where orte H.'ll:'hﬂ
question, “how aceurately can the symbola ol communication be transmitted, ® (e the
level, where one asks the question. “how precisely do the transmitted symbols Convey X
destred meaning:” and the cflectiveness level, where one asks the question, “how I:llh'lj-;t

does the recetved meaning affect conduct in the desteed way?”

Berlo Model

Berlo model of communication is known as dynamic process model. This ia (he Nirs)
accepted model which presented communication as a dynamic, Interactive process * ey,
has countered the luear, step-by-step information approach with the following ldeas
“If wr arcept the caneept of process we view Aoenls arud relatlonships as dynumic, on-
ever-changing. continuous Whee we label sumething as a process, we also mean that it doey

not have o beginning, an end. or a flxed sequence of evenits It 18 not static, at rest, ||

moving. The Ingredients within a process interart. cach affects all the others,™

Based on (hese ideas, Derlo has presented the communicalion process as ahosntn |

Flgure 26.2.
Sandm Frooder [ Wersage Cra=rp becocdar Sendar
IBess W etae whkihy Cede Wetw=m M sigr skl el
Haedy -—Jl-lunh pyitem p—p! Se1e! gl Carrer _— ] | MBS
Intontions Sensory skily = Eai Senscry skl L “HL
L RTE TUT thml'
Putposs . Pufped ‘|

FIGURE 26.2: Berlo modsl ol commumcation

Berlo has treated communication process as an on-going one which Involves frecdbact
as well, though In his model, he has not mentioned 1t spectfically.

Transactional Process Model .:"r}r‘.‘.r-“?r--'ﬁf-t"ﬂ”!{'ﬁ" ﬁ’ﬂ'frfff/’rﬁr‘f?:{g‘
‘.-'.l"

/
Contemporary theory and research have extended the Berlo dynamic process. TH:'

munication theorists have seen communication as a transaction Prﬂcm'
ﬂjﬂmxaﬁn; mutually and reciprocally, is stressed Instead of (nten %
. corlsts stale that -alj persons are engaged In sending [en

ol
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L.

o mflnl:u'-lﬁ
oy

_Channel. Messagde 00 _ o
:kr written words in the forme= ol etier or electronlc mall, apoken waords lhrr'mg]{ hay,

{ or telephon® depending on the situation ol the F“I'”ﬂ!ﬁ—-ﬂ-!:nrl{-r and reeen P Vay
Wn:n{. . y is ; r,--.h,_.
are used with spoken words. N
r. Recelver 18 {he person

may be A # . A <uhordinate. aj
.onal commut

TI"I1.:- i= e [ ;
i the form of a grot for exampic.

in an arganisation.

6. Decoding. Decodin
jcation Sym

|1I|,'.._"‘|1f"|1| h

to whom message ts sent. Like the sender, 1,
er, or any other person in the "’r’:“*“ﬂhlh;m;“i :HH'“‘
yeation. In a group communication, the r-:.::""
p of persons, addressing a group of employees by 2 m:ﬂ;_;

¢ is just the reverse of encoding. In decoding, the recelver cor
the comumun bols transmitted by the sender into message. Like encoding, M‘
should also be meaningful so that the recelver understands the message in the H___:

ahich (s intended by the sender.

- Feedback. Feedback In communication Is required
rereived the MEessage and understood It in the same Sense as the receiver intended. Feedbary
is a commaon feature of all systems whether man-made or natural. Feedback is a syst=2

that helps in snderstanding whether the system 1s working properly. If it is not working

properly, corrective actions are taken. Managers know through feedback in the formd

various reporis whether the organisation js working pmperly or not. This Is true fer
communication too, Sigband VIEWS that “feedback permits expressive action o0 the partd
one and/or more persons and the consclous and unconsclous perception of such artice
Perhaps one of the mosl important factors in this neiwork is feedback which 15 vital if the
originator and recelver want Lo securc some level of effectiveness in the commumnicate

]JTE-E'PTH’:.“’ Feedhack in communication can be equaled with the return of the ball = 4
matrh of Lennis, In the tennts match, the process gocs like this. One player (say A sere
all. When &

:,.”,i :1{:"’;":: E}E-"’k: (say }f]- and the opposite player tries to returmn the ball. "5
Seinens r”-L ey ow what his next shot would be. His next shol to be |;;!'Iq;"i:L1'l-L‘:HTa;ﬂ
his strategy for | ]Ii. ‘”'lluf n of the ball) from the recelver. while A must have worke
e ovte e J‘l] “:,:“_‘_h but his H!lnt musl be contingent on the way the ball s retur
be elfective Slam:* lfr‘;ri“..m” If A fafls to match his shot with the requiremicn
will chalk out his :1Ir'|:1r::,| oot "_"'"“h feedback In communieation. The sender of
Bichilice ol thia e r._i.l.c!:;nllng to the feedback he recelves from the message ° i
son, feedback Is (reated as an energlsing lactor thereby changing

i
:Uon in the communication process

to ensure that the receiver b
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rfied Assumptions. There are cerlaln uncommunicated nanum Ut
4. Unclu

p
fert acticallv all meanings Mough n message appears (o be apecific, j1a
undeTHe prac
aesymptions may not be elear to the receiver.

I iaT

o

: . 1t is often found that lechnlcal personnel and Speriy]
meptd:it:q;q?:ﬁ:;ﬁr peculiar, and lechnieal language of thelr own. Thys LLE P
thesr t=alation from others and butlds a communication barricr. Whatlever he the | "
of thes sperctal language. it hinders thelr communlication with persons not In thesr
because of the recetver’s ignorance of that type ol language.

SPeciain
EMOTIONAL OR PSTCHOLOGICAL BARRIERS

fmational or psychological [actors are the erime barriers In Interpersonal comm

“hr meaning ascribed 1o a message depends upon the emotional or psychological statms
foth the parties involved. In a communication, apart from the message, thers 15 a ey
message. that ls. what one gets out of a message when decoding, Meta-message is the mo
pungen: thing in a sweet-word language. In getting a mela-message, the emotions of &
recetver play a vital role and he may nol be al a wavelength as that of the communicass
Eeith Davis opines that these “exist In the people’s minds or because of thelr actions sueh
& being hard 1o contact of dillleult to unde

rstand. These barriers to communication &=
Just as eflective as ap actual

physical wall. Often these human barriers are more like S
Paper Wian a brick wal|
*..hr.'f-:*..l_'.- miking oo

They let through some communications but hold back cthes

; nmunication Inadegate, This “hall-wa communication gets “half-way

results *'* Some emotonal barriers are as follows: d *

1. Premature Evalustion Rogers and Roe
mure svalustiog

thllsberger in 1952 (irst pointed out this barer™
% 1% the Itndrm.jr
an o h':""P all uagie iy

npram of prematurely evaluating communications, rae
remedied Ly empathy "r:n1'ﬂll-l.i h.t-gl."l:'i in the sender a sense of futility. This barrier canbe
AER-COmmINE and ot Atve stening, where Y

|

e way so that siu.',u1'Iullt:::E!r::g::l::iil:ﬁ*z::lil:ﬁ;;:
|”.""H :.tl:.ﬂ;;_-';j,|l:1:::ﬁnr *1ECelver and the resultant non-listening ts 0%
ulletins fves, ltllm":?..:l I;} il.rulllllmll Phenomenon that ngp]! M
W » AN reporty,
i N Behaguy g

and F.)
'J“].'I"Flum“| 1552 P:w

N ;

Uilisberger, *uu-rw,: u:,““ Tata McGraw-11, 1975 p. 438

16-5 i G Moy
B, Sleways 1 Communicatjon Harvard Business
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.mhll:ﬂn and Poor Retentlon,

he prganisatlon, surceasive (y
< rate. It has been found thad iy

When communi allein

annmlaalorig of 1. A

ane ol ol v oy

. ‘ nf . e

I | : : -

ik .1111.1-.11tn|113h15l ll‘fl weh iranmiinsiog F'.w'tlIl:r-ln"*-i'#rll'rr

1 ‘I I : | ¥ raRrTTnim

i |'I1.l_l.'.11tr'|r't.1.lr1“3 "rlllll.thr 'lllirnr!r'llI||IrT|rrrL|’r|rm Wary |ar i

1: | I . E - Li g

peh W |-:'I'[n1'1‘|1.11 fon s agaln a malady, 1t has beer fenine that ermiplerees "’::d IP#J:

' ¥ i ey

'1r 3 Ll ] ¥
P ::H (finformation only, whereas supervisors retain about 60 per cent of
. tt
E_“--'ﬂ'cﬂ ﬂn '-hﬂ- w:l-'l m W'IH'IL WH"I"H WI:IT'rj; Iq nn “”“”"]IF‘ rnr Iﬁ'u;""I r”' h-r

I"ﬂ'd.n’w:'lf-hl'i}ﬁ anul employees cannal be persiaded to accepl companien viewpeoints
i x

il p ol mutual trust and confldence between the organisation and its smploy=es
¥ e iten communication might fall to explain the purpose of srder prrfr:j-J.-- o
E ;-'.F” a*mslt‘l‘ Eﬂrnm‘d has lald down thal a communieation muse appral 10 the rreefver

[mnsen through
N* measage are
il TS .II w gl TJ' F.f"f

-

LT T with the organisation's purpose and with his own personal Interest Written
=L‘"r"'in:f3ﬂnn often tells what is 1o be done, but not why (t should be doneand it lacks
Rt 1 asive ql.mlit}r.“ nMoreover, a written communication can be above the level ef
e PV and fallure to asecertain the response to communication 15 alsn there, Henee.

E Iﬁtﬁ:gdm must be considered as supplementary to productive [ace-to-face relationships

tof Communicator. [t arises out of ll-considered judgements, (logical dectsions.
. pistr™ untermanding of the orl ginal cormmunication by the communicator Repeated

3

o e Et::,[ this kind gradually condltions the recelver to delay acticn or act
*F’“E“ﬂaﬁ.ugauy_ hence making the communication unsuccessful, though apparently it

fail to transmit
unieate. It is quite an accepted fact that managers often
This might be because of 1aziness on the part of the mmmmtﬁm:' ;‘
ady knows,” 0r procrastination, “hogging” Information. of deltberatel

ent of certain specified objectives.

ation for the attaintm o minmer MK they

] gmmusaﬁnnbﬂmgﬂd:umt:m peing regulated n suc

' wi It require ally attempied
'da‘.r"“?ii haﬂﬁ:i;l‘lgcit ﬂglléﬂnﬂifﬂﬂ I:'lL the most e(Mclent mannes This is usualy e
contribute toa

. 'Hmr

rard and wu:mhmml Y :
viour, instituting a ey : are markedIy

procedures, laying down of norms of beha o In different direction=. are 1t

eic. All the Inner process

din communicatio rriers may be a3 foltows:
cé, 1R g.;h major nrgnmsminnal barrier L s
aflected by these prts-cr'lpﬂﬂﬂ& As sUCH. CoTmInnics
1. Organisational Policy. The €0

eral nrgnnlsntlnnnl policy rr.g':.::tn;:; o mally expec

In the ﬂrﬁnnlﬂﬂ.“ﬂ“ “T-im““!" i ;j;-f'l'.‘tl.‘-l-'-i‘-'"li 131 wriling of.
s o eutrall gl detc D o might be In the form of explic Aour u[urg-.u-.isntlnnal
to behave in this matter. The policy 1o be inl:ﬂ.‘ll‘ﬂﬂi from the behuy rive to the flow of
as is very commonly the "'-‘35""" ':r:ﬂt;:mp, if this policy ';J_:f;::ﬁ.ljmnﬂl he smooth
members, particularly peopl® pupication

comt
eommunication In different directlons. Jes An ations affect the
adeguate. Wﬂaﬂmﬂ n ted and also
Regulations: be communica
2. Organisational Rules and thf:'ﬂﬂblﬂl'mautm o
prESﬁlhm!‘

flow af eommunication by
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a8
(hese are 1o be communicated. The rules may r::mn:mm

through which
:F?-.—ﬂ‘:jﬁﬁ-::f:rf aned may Jeave many Im purt.-n_l_t l:;nm:l-lﬂn the other hane, e
through proper channel in a specified way prescribed by these rules delayg | Ej“n%
[ persons (o convey e message. This barriep jg stron "
here observanee af rules and regulations 1 mzptra'h-g
e

against the willingnesso
in Indian pu e Secior 11|1|L"|1!IT!FE".'1' W ;
3. Status Relationships. The placing of people In superlor/subordinale capy,
stiom strueture also blocks the flow of communication and mgpe F'::a 'n i,
Cuy

formal orgam s A

in upward direction, Greater the difference belween hicrarchical positions in teppy, - ity
status, greater would be the possibility of communication breakdown, 3 “rl.h,_..,
4. Complexity In Organl satlon Structure. In an organisation where there are
managerial levels, communication gels delayed, chances of comununication getiin :'; of
are more the number of filtering points is more, This Is more true In S EI' I!Lm&]
communication, because poeple generally do not like to pass up the adverse Critie| U Pwary
of themselves or of their superiors. S eith,,

5. Organisational Facilities. Organisational facilitles provided for smooth, ardeqy
and tmely flow of communication may take a number of forms. Some of lhe;.l: :::'Inl‘ﬂl‘.
N the

form of communication media such as meetings, conferences, com

; . plaint box, Zeest
box. open door system, soclal and cultural gatherings, etc. IT these are rn:::;LI pwjﬂll'l
emphasised, generally people fall to make effective communication. “

FERSONAL BARRIERS
While the organisational factors discussed abov ence
e are, no doubt, Im
aptr:afimg on communlcation, a host of factors intemal to the twao Pﬂﬂt.;ﬂ;
E::s ::-;;rm lh!sl process also exert Important influences on its operation, as cnmmum;::;
¥ an Interpersonal process. Here, for the sake of conveny l
. €nce in
these barriers have been analysed separately and these are relevant in the me?filmnnmwm!.

and upward communication.

Barriers in Supcilors

1. Attitud

In any parunz:lif‘:l?:ﬂ ﬁm : a’I‘l—."e attitudes of superfors towards communication in general or

If this attitude 1 un?‘gv:;‘rah;im:‘z ﬂ?w of messages in different directions, For example
: E n L]

adequately from and,or o superi ﬂ$ § greater possibility that messages would not flow

2, Fear of Challen A r= w tries
» Et to Authority, A pe in th rganisa al et
gher position and prestige to satisfy his :eedn 3, A.: l;uu::h Imanuu:gera Eiyﬂg mtln : t:
‘ n general try

withhold the informayg
may diselose their wmﬂ::::ng down the line or going up as frequent passing of information

authority (s that th Wi
of Ing In e St D TEMmaln in communic
Mmoo nication links B
Necessary but superiors tci-lz:ﬂh:in;“gntxmmum through hﬁiﬁﬁézynztalgzuﬁsﬁ
tion, warting of their authon .
ty and block the flow

4. Lack of Confiden
ce in Suborqiy
:_-jhE:'[ their suburdinates are lesg ates. Supertors Eenerally percefy rrect or otherwist
Fthey may ngt have Tompetent and capabl : iy Wl
€. they are not able to advise superior™

e SN

h—_
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] ¥
_pt™
; communication, Sompe

ey POy e
14 e
uﬂ"‘duﬂwn“"“ from thetr subording e, 1O i gy, lh::r sty wpna q
Fﬂlmtnrﬂﬂ' of sithordinanies 14} l"l,}|;1_'||-|-|_|“.|_h nile r 117.1”1"“"' St
1 :Il‘r“: ’
; e. sSuperiors leel, wiyeg her eor i
of Tim L or ollye ’ :
E H“:::' work and they have little Himie 1y Linlhe 1y iR thai 1Ty
n i

thetr s, vy e, Fare e turdeney
of Avareness. Employecs lowie Vevels hiwe ;

7L ers think that they understand SMployees' neggy |
Hﬂ:;’hﬁ difference In perception tengds 1 s

® rediicult. particularly in downwarg i S0 Vel 1
'ﬂh‘l.lf

= =1 Ty
. _jers in Subordinates

Yertscal communication In

either direeiygy
getively participate in this

Process Th!:'l.'l: ::cn::;z Fli}r_(: only When submrdinates alsn
: : US lactors \n the gy i
aversely affect such active Participation on Lheiy Part. Some factors “;:rhlm"-ﬂ o
graced In the case of superiors are a1s, applica whic ah:l‘:m
vallability,

ble here such as attitude
: 8. lime

qwarenicss about the significance, pte, Two factors are mere \mportant i the case of
subordinates and these are responsible for by ard di‘"—"—TU'-""T

ocking communication in upw
1. Unwillingness to Communicate_ Sometimes, subordin
eertain information becayse th

ates do not. Communicate Upsard
€Y are not willing 1o do

=0,

unfavourable happ ening

Is necessary, they would modify the
[Information in such a way

S0 as Lo prolect thelr own interest,

2. Lack of Proper Incentive. Lack of motivation to communicate also relrains subordinates
lo communicate upward. The reward and punishment 8y

'stem of the organisation is more
responsible for this. Thus, if a novel suggestion by a subordinate does not evoke any attention
from the organisation. he would not convey it.
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et cularly 0 downward direction,

ﬂplﬂﬂu“”" Sometimes superiory CONBEI

n Lhelr subordinates (o maln g,

T
Srdinates to communicate, I impen,

yrs feel, whether correct or piherwian, 1
v LR

11'"'-" Wi
i ip
= i ﬂ"

iMier. A

spployees il lower levels inve .
as: bt I A Ui ol "'Hrfr'.llh.1r.'|1|n'r L
| M= ]

oy pnderstand employees’ needs by thele eonplengees o
reg ol

werception tends o exist al each leve] 1ne by i
" T e e

fi Fet Thirde

jon In cither direction can take place only when subsedinates e

e a .
,.r"’ ﬁﬂ!“""niti i (his process. There are various factora In the suberdinates (hae

i r""”. ; rM.ﬂn:t Lo active pﬂrttci]muun on thelr part. Some factors which have feen
N 75'],.. ‘lﬂ'ﬂfi z I-qu-pcﬁﬂl'ﬂ are also applicable here such as attiludes, time avatiablty
.ﬁ{[-:a{'. e rast Dh:: 5lgl1iﬂcaﬁct' ¢le, Two lactors are more imporiant in the case of
gt “;_.,_ : Du:li :_hcﬁc are responsible for blocking communication In upward dirsction

» : |1 -
f""f:djﬂmt mmunicate. Sometimes, subordinates do not communicate uparard

ti
informd o s

communication
exist. Therefore,

ensuring this, managers
and take steps for m

| gpackof i
mmmunicatﬂ up if 2 novel SUEES

the effective u||| 'E-E.':-'.".:.'-.'__

ot willing to do so. Thus, Il a subsrdinate (eels that

ess L0 they are n :
W‘ﬂ-‘mﬁ_.aﬂun b-:r_‘ﬂ.'l.lﬁ": E};_.d b_-,r 4 'FﬂIﬂEUIﬂr Pltl:': ﬂ[ information to his _-.u.pl":".c.l.'. Be

ng up Is utilised for eontrol purpeses &

formation Lo thelr superion about ary

{ be willing to give any o ey would modify 1

and if I3 supplication 1s necessary. th

so as 10 protect their own interest. o
S48

Lack of motivation to communicate also refrains

isation is more
¢ system of the organisatic
o i aﬂdll?:::lnl:lh:};r:fz“hﬂ:jlrnate Joes nol gvoke any artention

d not convey It.

]
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-
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a function of so many varfables which extend :_J!l‘-'}’ﬂl"f Communieayy,,, The n,
1o take into account the immediate objective of the Communieapy,, whicj, Tefy,

enzring that clear ard n{i‘{‘:]“ﬂ"l" informallon Mows al T’uhr F]HEI‘,“ arig) r I'I LY .
various elements of an effective communication system ure clarity, o, qu ! un,,_._“*n..

i
integrity: ey, H"an:h;:l
1. Clarity. The communication process, In order (o serve [is PUMDose, iy, 1
of communication, thereby facllitating exchange of ldeas and olding "nnmt ”":’h
and tendering of clarfications. A communication JEsesRges -:_-Inmy wher, 1; r.q ; '--.:"'
a lanmuace and transmitted Inaoway that will be compreheneded by (he rl‘-"‘tlﬁ u-xp,,,“_:q
nl_]_prr.li"-r of communication 1s to bring two minds together, and this ean Ve The hq,,.,l.l

when what the sender means Is understood by the reciver In the sgme way, ""lhr-,-w;

2. Adequacy.'There are. broadly speaking, two aspecls {:l':ldcqnar_-:,-_ viz., () |
coverage. that Is. iypes ol messages (lowing In various direetions: and (10 in T hrt*-'mx i
of various tvpes of messages. The problem of dete Fnining adequacy regard t, : ":"-l&m;-.l,
not very difficult,,Through communication audit, the adequacy of Coverage ran b, :"“'-'; i
In the communication audit, a frequent approach s to measure the Iﬂfﬂ!‘maugn%r':"
various groups of managers and employees and compare It with what has btm""'-‘ﬂw
available to them. Normatively speaking, the process of communication mysg en m:na:.
all those messages that are needed by the varous individuals in the “rgﬂﬂlaaumlhm
connection with the elfective discharge of their officlal duties must flow UP 10 them "
further that this flow in respect of different types ol messages must be adequate.

3. Timing. The utility of any message to the receiver Is markedly affected by its

The process of communication should, therefore, not only ensure that the mes

the receiver but also that it reaches him when he requires. It Is quite possible thaj 3 persen
My require some time to compile an information having diversified and complex contents.
which he has to eollect from several points in the arganisation. A sultable time span shous
be allowed for the purpose con sidering urgency and tme requirement for collection of the

information.

4. Integrity. The principle of Integrity of communication suggests that the purpose of
communication s to support understanding by the individuals in théir achieving and
malntaining the cooperation needed to meet organisallonal goals. Effective communieation
is not an end in itsell, rather, il Is means to get some ends. Though the immediate objective
of any communication Is to get behavioural response from the receiver of the communication.
Its ulumate ohjective goes beyond that. The ultimate objective of communication my be 1o
get change in behavioural respanse from the recewer. This may suggest that communication
1o be effective should be persuasive and convinelng so that recelver acts accordinglyy

Bestdes, communication can be evaluated In terms of its ultimate objective where i
can be measured in lerms of behavioural response. Such response may be reflected In h
EE.I:W nEr Ttmud: and morale, employee relatlons, and other factors, The analysls ““IJ:;:
higher d;‘;:“;ﬁ! will provide total picture of effectiveness of communication. Thm;g -
S, parfin l'l}f:: iiginmlnuny be due to a variety of varables, cnmmuni-‘:ﬂu;ﬂ ﬁwy:ﬂ-‘

of communicaygn as a wiE‘::'::c; Fhus. analysis may lead to conclude ﬂm:m L

In the PErspectjve. tion
System |s el’l‘ﬁ:t?:el#l oL The alivie discussion, we may conclude that the communica

% the message rece,

cation Mows Lo different points in the organisation;
ved Is very close 1o the message sent:
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s or non-business, face the necessity q
busine

o iod
Opin ,%“*J\
All Drgﬂmsl?mlﬁ:r managerial functions, the need for contro Arises y, B wity, b
control. Like o

B |
behaviour of argan, ¢ E’J'Ell'ruE ﬂh]""n
ve purposelul Satigy, )y My
scarce resoureces and o -:t::l'; rr'ﬁﬂ'“ how the resources Would be Uatlll?mmhﬂ Ia

nagers 8
emions e o th comrollig soge, maagenis, %
organisa

0 vigy, oy by

lised in the same way as planned. Thus, contrg) P allgy Hl:l o

resources are wiliise e tta lhﬂ h:r
sequence of management process,

"

Concept of Controlling

The concept of controlling Is somewhat ambiguous in man ent. Por

consider the following statement: gem be, i Lu
“What exactly do you mean by management contral? When

agers t and Indusiry, th iy AMestion “““‘-‘hm
rs, In both Government and indu ry. the answers olitn, .
!r.tlllng -nb; ;;r[cr:::lml-—ﬁurplslng. since in a fleld far which lhmr:,- has Biea ed g Sy 1

0 deye)
extent: it has in business management; terms should pe Precige, Opeg
unambiguous,™

Perhaps the reason for this amblguity Is the context In which
other related terms are used. Cont rolling 15 used In

terms of Process of W“tl'l'.‘ll, :lntnh'“'l ang
tme, the term controls s ales used which 1s not used a9 a plural for, of fﬂl‘lert S,
lechniques of conirol. For example, Giglione and Bedein have observed that |, e Dut g

controls mean measuremnents, whereas Eunrmlllng Is & process of Ei“h':rlng Hn;g‘“m
back information abou| performance so that decislon makerg can compare actus) Eﬂdh{
with planned resulls and decide what to do about any =
Peter Drucker has claborated this distinetion furthe

l. Controls refer 1o measurement and Information whereas Control |5 relateq
direction. :

3. Contrals deaj with
with EXpectations, that s, with luture,

4. Controls gre analytical and concerned with what w
formative and Is congemed With what ought tg he 3

In the presen; context. we shall take contro]
Reeves ang Woodward as follows nirol as a process which has been defined by

45 and what (5 Control &

a0d, If neeessary, "B accomplished—ghq, I8, evaluating performanct
according 1g p]m;F]JIHnE Correctjve Measures s thay the performance takes plact




Frinciples . ‘
ﬂrﬂﬁ% ﬂf
i Control process putsa psychelogical Pressyre
ure.

; luals js eva] el .
\epchological Press pance of the Indivie uated iy, L
:“_ hetter formanee The I'!'l.'fl"ﬁ"'n betler prrlnrrnnnrc' IMhe s aAware th-ql'th]-;lmht q[’ta Hay,
F J [} n ' 1

) 1
< likely o A S e
sel [or Them ﬁlrﬁ:l.”|’|;1 w leel pressure to achieve the "'.H;HIH -Il."fnrﬂlnn tn lhp:”uhanﬁl
: 1 L] r [}
will e 'T'm”l{;! rl juethet complemented by ‘:'jf' ”-""“r;”"“:l Punishmen, bs; "'“nrra;r'
¢ This s anee measurement s one of the basje i
sl ety perharmance mea ¢ clemeny O thy Mgy,

P s h i every person In the organisation contribyeg ., hin oo i,
wrss, |1 cnsuITs th _ u ;

pos y
abiliey rdination Is the essence of 3

Actlon. Though coo ! € of map,
s.hcnnrjdll:;'::; Irjllw proper performance of all managertal functions, Contre) e g,
achiev 4

AWlng,y, '

g | systems are designed In such a way thay th "Tly |

aspect significantly. Control 53 ager butl also on his ulty ) htu"' My by
perattng responsibility of a manag AL TE3pongpyy, . oM

:.n I:]':r]- T,r : 1;:11.,"” to coordinate the activitles of his subordinates in syeh a way lha:l Thy,

oreeE AT : .

them contributes positively towards the objectives of the superior, Since % ®ach

th-oughout the organisation, coordination s uchicved in die Arganisation as a Wh:::lh‘

Organisational Efficiency and Effectiveness. Proper control Cnsures g
gj:ﬁfifnﬂ' and effectiveness. Varlous factors of control, namely, ma kmrgn::“uum
rﬂ.—_pgnsjl-j]f_ motivating them for higher performance, and Enhlmrlng cwmmauﬂnmﬁ:-’lgu‘
performance, ensure that the organisation works e;mcientl_v,r. The DrgaIHEEUnn alag .
tewards effectiveness because of control system. The organisation s effectiye it |s
achieve its objectives. Since control focuses on the achlevement of organisationg) oby I
it necessanly leads to organisational effectiveness. Sty

Locking inte the various roles that control syslem plays in the “rgﬂlll&afuun
management should devise a control system which effectively meets the demands q'[ﬂh ,
creanisatlon. The manager can do this if he is aware of the essential features nfﬁu._.:: i

control system.
STEPS IN CONTROLLING

The systems, processes, and techniques of control are same whatever the area of thetr
application may be, As pointed out earller, control is reciprocally related with planning, [t}
performed in the context of planning and ajds planning in two ways: It draws attention t
slituations where new planning is needed; and it provides some of the data upon which

plans can be based. Apart from reciprocal relationshj s, ith
1 as cf '
Planning as explained by Flgure 27.3, . R |

Desired , [ [ :
Plemantatban of ﬂ'ur‘r‘lﬂm. acllon
P Songcion :l'—’_ plain 7'__ :w:::l;ﬁ:mq'tiun

Letupl Measurs
Mment of
tlormancg l_, Comparisan of
Peroimangs |-Il:|.|1|!| Pandard Idi;ﬂﬂljm:ﬂl

The 1 FIGURE 27 2. Management contral process
ure Identifies 1,

s relationghp, © Varlous steps in congl o
Hlﬂhliﬂhmeﬁl nﬂrﬂil:rr:lllnagt. Thege steps may bruid?;ﬁa;;g:ﬁgda:;tfﬁ:::mr i
gflwﬂen Performan e and ﬂ?;f:l‘ds_ (i) Measurement of performance, (il comparis”
evlations from standards, ards and 5 Communication, and !Eul correction & [
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nt of Control Stan 7
dards. Every function in the organisation bhegins with

e

oals, objective:
I Ig“.r:.n.-ht:‘h'1'“""g 1 8. or largets to be nehleved. In the lght of these, altandard
sf1® 1I|5|'|'ﬂ1 which are criterla against which netunl Reipadmaniin
[t e unl results are mensared. For setling
2 iq for control plrposac, Is Important 1o ldenilf
: ; entlfy elearly and precisely the results

' ;‘.r" g
: J;‘:I A d,;sh-:-d. Precizlon In the statemient of (these standirds 18 mportant. In many

] an precision Is puua:a-lble. However, In some areas, standards are less precise.
ﬂ;tdﬁ"i & may b precise if they are set in quantities—physical such as volume of products
24 our or monelary such as costs, revenues, Investment. They may also be In quall iative

,13.1:' 1,:.-]11:"11 measure performance.
et }
¢ the standards. it 15 alse important to decide about the level of achievement

which will be regarded as good or satislactory. There are several

erformance
stics of a particular work thal determine good performance. Important

el
.ﬂﬂ{df1fr’
ijes which should be considered while determining any level of performance as

Se1cris
ratlons are: f output, (i) expense. and (itf) resources. Expense refers to

(1]
phﬂr
J for some ope

particular level of

or functions which may be expressed in quantity for achleving a
Resources refer to capital expenditure, human resources, cte. Alter identifying
aracteristics, the desired level of each characteristic is determined. The desired
|d be reasonable and feasible. The level should have some amount
terms of range—maximum and minimum—as

!
Lo
| gniices

' ;1||pu!.
(hese ch
Fpeved of performance s hou

:,;d' fexibility also and should be stated In
ghown in Figure 27.3.

Upper Emil

l

Accaplabie Parlomance dala

range
Lawar imil
Tisie ar quantily
FIGURE 27.3: Confrof rango

are related to the performance of a
be made responsible for speciflc
{ is nol so simply assignec;
purchase, rate ..,
ntable for the
1e¢] by @ man.

most effective when they
ar Individual can

\lity for a desired resul
ent in. Inventory is affected by

Contro] standards are
pecific individual because a particul
esults, However, sometlmes accountab
i example, the declsion regarding Investm
f production, and sales. In such a situation, where no one person |8 Lol
wels of inventorles, standards may be sel for each step that I3 being perform

in control pro

+ Measurement of Performance. The second major step cess |8 the

itasurement of performance. The step invelves measuring the performance in respect of a
'or in terms of control standards. The prescnce of standards implies a corresponding
bility to observe and comprehend the nature of existing cbnditions and (o ascertaln the

egree of control belng achieved.
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: ent of performanee Agatnal H“'iml""l? should 1y,
The mrasurement ¢ fetected i ndvanee ol thelr nengg) OO
Mhat deviations may b 'ru ol actual or expeeted performg, :
sppropriale ACHATS Mﬁl:-;ruiunu-.l el methids of measurpg
stamndands arr i'““lw_h e perme sieh an produetiom s, siley Vol ey
n phe I“:"Lw.::;:-‘:rrl'lf;w.-wm;t'l"h' The performiance whiel; 1y Pl gy,
anifv amad | Jations. r.,nla.ln_\-.-.* prieseinle, N.r' I!:lnllt'll b lll!‘:ll.'mrrﬂ Feor 'H"" |:|||JIIPI "w
poses, Technigues Hie psyehologleal tests and opinton Wrveys my, b o i :Jh' i
p1..1-\--.1 s BRI 1II,,i._.-,,||1l'ull‘iw.'jnulp.!rnw:u! il CXperience. ane ”“; Ilpip.,j. I.I.II
'“'hrm‘m.-“"llrl1~.~nl11|;: to Peter Drucker, 1L s very muech desirah)e 10 harve: py,. A
froam el :: in all key areas ol business. IL s not neceasnny lhul,l oy A0 ¢, "l
|:1:::-:1.::1:::.;m1“_ Iy his apinton, for measuring tangible and Ill!anm},h.
:,';I,;::;r;:1;111 nst be (U elear, simple, and rational, [ij) relevany, fiei) d'"—“;’LTt ""'l-tr,,;
efforts, and (iv] rellable. -‘-"‘"‘“"““""mmﬂ‘n ol understandabe
mterpretation of philosophical discussions.

3. Comparing Actual and Standard Performance. The third major step | con

1= the companson of actual and standard performance. [t Involves twg Steps. Mlmlmnﬂh |
the extent of deviations and il Identifying the causes of sich deviations, Wh n"'ﬂﬂh,
standards are developed and actual performance Is measured accurately, en

will be clearly revealed. Management may have information relating tg work P;%
data chans, graphs. and wrilten reports, besides personal ahservation 1o keep ﬂa:i: i
about performance in different segments of the organisation. Such Performance Is hﬁ?
with the standard one Lo find out whether the varipus Segments and Indjy HHETE
aramsation are progressing in the right direction.

When the standards are achieved, no further m
process is complete, However, standards may not

vanatons may differ from case Lo case. Natural)
whether stniet compliance with standards is requ

ol vanatien [Figure 27.3). In fact, there cannot be any uniform practice for determin
such varations. Such varations depend upon the type of activity. For example, 2 m

inute vanation In engineering products may be significant than a wide variation in ot
dfiivilies,

When the deviation between standard and actual performance |s beyond the preserd
: of the causes of such deviation. For controlling and F""'m:
causcs of varations along with computation of variaties

alysts helpy management In taking up proper contrl i
Pinpuint the gay

P =‘"llﬂ? '
(s hw-rl
o iy by,

A«
syecty s ooy 1y

anagerial action is NECessary and s
be achieved | al) cases and the exen

Y. Management 1s required Lo deters,
ired or there should be 5 permissible k=

- —

Imporiant beegse such an
The analysis yy))

st3 which are controllable by the person respoRs=t
El.“.-\'h A r'.'j_ﬁ.f.' F'EIE"". o . !.hr 1#“’1
I% caused by untnn!rnl]lr-::P:-;?.-LE:gl IHJ:‘EL ﬂﬁ'tcaam:l,rg,r timavily Hﬂ:ﬂcﬂd :;:Epﬁﬂ &
FE rﬂ-..
he cannot taje any actjan, € person concerned cannot be

=
Measijre ; be of M@
unless th r.scm:: | of Performance, analysts or g eviations and thelr causes may % o

s nommunicated (o the persen who can take corrective “%

ComImunication |g :
actual performa e ed generally i the form of a report showing performan® o,

e, dey: : and 8%
deviations. As soon g o 0> PeWeen those two, tolerance Imits. s

SDrueker, op, eit., p. 131,
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In Chapter 8, we have seen that pany planning Imh";i:ljl'”‘ fhergy tally usefy) ), Clmy A
too because planning provides standards ngainst which actual performane, fe iy
and corrective actlons are faken wherever necessary. However, Applieating u.[:mt""i
ies i the area of perfonianee cvalnntion aiMl prrionmance plm"“”ﬂ. fllfl':- "
example, budgeting as a planning technique 18 used Lo allocale resoureey |, el
organtsational units. I the controking process, tils ts vised to evaluate the perfoe,
(hese units There are varlous such control lf.?l.'lllll[llll."ﬂ. also known as conr,
control aids, beease there are diffe rent areas of the organisation where contro] g EXbreg,,
o we have seen fn Chapter 27. These arcas may be grouped Into two broad gage,, *
operaticnal and overall organisational performance. Operational control is eXercised n;"u
level of various operating units by the concerned operating managers while overa)) . e

t of the organisalion. This Ehnptr::r deals with ﬂﬂﬂm?jj:::

Is exercised by top managemen
control and the next chapter will deal with overall control.
In an operating system. there are two aspects where control is required: finaneis) aq

known as financial control and operating mechanism of the system known as operay
control. Within each type of control, several techniques are required depending on th“i
nature of control. Sometimes, these control lechniques are classified as hUdﬂEl&i}l ang
non-budgetary, though this classification Is not very valid because even financial aspee of
an ‘operation is controlled by many techniques besides budgetary control.

techniq
fa
Tll'nh.
Lot
ln.!,h :

Financial Control
Finanrial contral Is relevant for those aspects of business operations whose outcomes are
expressed (n monetary terms. Financial control is exercised at the operating level as we]

as at overall organisation level though techniques involved are different. Even If the same
technigues are adopted, the emphasis is different. For example, budget is used to exercise
control at operative level while budget summary Is used to exercise control at overall
orgamsation level. The major techniques of financial control at operating level are as [ollows

1. Budgetary control.

2. Control through costing,

3. Break-cven analysis,

4. Responsibility accounting, and
5]

. Internal audit.

BUDGETARY CONTROL

Budpetary control Is derived from the concept and use of budgels.
8 that a budget Is the financlal expression of varfous erganisation
way in which budgets are prepared as tools for planning. Thus, budgelary
system which uses budgets as a means for planning and controlling entlre aspects
organisational activitles or parts thereof. Terry has defined budgetary control as follows
“Budgetary control is a process of comparing the actual results with the corresponding
budget data in order to approve accomplishments or t9 remedy differences by either
adjusting the budget estimates or correcting the cause of the difference.™

Some people treat budgetary control only as a technique of cost control. Fo
Brown and Howard have defined budgetary control as follows:

We have seen (n Chapler
al operations and the
control 15 3

i
George R Terry, Principles of Monagement. Homewsod, [11.; Richard D. Irwin, 1988, p. 573.
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mada n labour cost depending on the rate of dearness allowance payable 1o Workers fg;

penod. Deamess 1s pad on the basis of All India Costol Living Indox. Overhoads aro chargag on thg h"':lgq
basis. When budgets are prepared and approved. these are communicated tg fﬂspncmmmﬂ”ﬁh
gepanments/sections tor implamentation. ® hagg,

-]
Budgetary Control
For control purposes, vanance analysis is made. Factors lor varlanco belwoon budgerlay ang g
dentitied. For taking further course of aclion, vaious factors have boen dividod inta two part: ¢ C'tl.laham

and uncontrollable. Controflable lactors are like ulilisation of plam capacity, unit consym lin:m%n
vanous raw matenals, uthsation of auxidiary matarials, Iabour uilisation. ele Uncﬂ-n!rﬂllahm | Vi
like pnce of raw matenals, price of 1he final products, ole. Budgot doviations are calculatng By 013 arg
and for some sections every day. Deviations duo 1o controllable lactors arg Communicated y, TRL Doy
personnel bor comective achons. Incaso of devialions due to uncontrallabin factors, theso mﬁmmmuﬂwm
to the chiel executive who in consultalion with marketing people decides about g ehan

. 92 in progd :
specially d the deviation 15 due fo price of linal products. Usually, a deviation below 5 par cent iy .;,:,Z:

CONTROL THROUGH COSTING

Costing is concemned with cost determination and Indicates what is the approx mate ensy of
a process or a product under existing conditions. Control through costing involves p,
control over costs in the light of certain pre-determined costs usually known as standard
costs Standard costs are pre-determined operation costs computed to reflect quantities,
prices. and level of operations. Such standards are set in respect of total costs as a why,
and its various companents—malerial. labour, and overheads. Thus, standard costing s
method of cost accounting in which standard costs are used In recording certain transactions
and the actual costs are compared with the standurd costs to find out the amount and
reasons ofvariations from the standard. Essentially, contiol through standard costing
involves the following steps:

1. The first step involves the fixation of standards. The standards are sel for different
components of cost separately. Such standards can be fixed on the basis of past
records or through experiments also known as engineering methods.

2. The secand step consists of determining the actual costs to make a comparative
study. This is achleved from the cost accounting records.

3. A comparison between standard costs and actual cests Is made in order to find out
the vanation between the two. If there {s no variation or If It s within the prescribed
limit, no further action Is envisaged.

4. Il the variation is beyond the spectfied ltmit, it 1s taken for further analysis and an
attempt is made to locate the reasons for such a variation.

5. In the light of the reasons identified, further course of action is planned so that in

future there Is no such varatton. This may require perusal and revision of standards
also if they are not realistic,

Benefits of Control through Costing

Standard costing offers many advantages as a standard for control acts as a guide to many
operatlons. Its specifie benefits are as [oflows:

L. Standard costs provide basts for measuring operating performance. As they arc
developed from the study of cost of operations and extsting conditions, they becom®
a polnter to the weaker aspecls of an operation. The elllelency or Inefficiency can e

ascertained easily by Comparing actual and standard costs.
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ais provide easy ¢
Lt 1-r;};hqr.f a an:::lj' comparability, fye,
ali ol PNe s N Influenes o,
| r_m 2 4s0T aniel cva uitlon of Clrrent nalll
oot " el more effective in [‘Illi.l #

p:‘“m sting 18 hasicall
.;,1'.11"'““! Ii‘il.T lw-ﬂ e ¥ an ecommn|e tonl, |
3 & -.u“““‘l*” er 1eck over InefMejey Fhelpa tn eomt
Y 1““= aper work. 1t suggests Hl'mﬂ- VY I operations and by
i i ; - P i
1“1:-41“1'1'5 are arranged, il cont cardy anl s .:rrrlll:::;“rll':“lﬂrmﬂln
¥ the required
apdl costnig Is a basis
: (l s, Thus, bud rul'l!'['lt'ﬁl‘!“l'l.“, Budgets ;
i .Jﬂdnﬂi cosls. 8, budgeting and standong * : l"”' prepared on the hasts of
s N

sting also ;
swull;:ricr:ﬁhlt’lurd 3:1:: :dmh.mlﬂ for adopting Incentive
= L — ' H YR -
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reedine e ane eonteol

5

w]uﬂ“”"‘
-:.:=|-1'.'t‘1f‘f'[‘i costing hﬁtm:m: disadvantages and limitations which are as follows:
L. gomelimes. shﬁan :ir l:;sts are expensive to set up and difficult to operate, Dual
costs have 0 DETNE 1 ed. making record-keeping more difficult. Thus. the system
" ot suitable for smaller organtsations. S

] standard COSLS require frequent revisions specially If the conditlons are always
changing because standard costs are applicable in a particular condition. As such,
standard cosis are confined to those organisations which work under more cf less

stable conditions and which carry standardised mass production.

. Limitations of budgetary control also apply In the case of cost control. Consequently.
<ome type of resistance is expected from the peaple.

SREAK-EVEN ANALYSIS

Freak-even analysis s basically concerned with the cost-volume-profit relationships- It
t of relationships of fixed costs, variable costs. price level of autput, and sales
pak-even analysis is made mathematically by

sint, contribution. margin of safet. and
the profitabllity of the

magnifies a 5€
mix 1o the profitability of the organisation- Br
applying the formulae to trace the break-even P i
arofit/ volume ratio. or graphically by break-even chart concerm

grpanisation. - .
Mathematically. relationships can be expressed % follows:

Brealk-even 'pﬂiﬂt = Cnnmwuﬂn 'pE[' 'l.ll'i“-
qriable costs PET unit

L=V
Contribution = 53¢ price per U P
5 - Sales al B.kF
!:gin of safety = Total %2 meefa axed + variabld
- Or

ed :
ribution nown in FiEY
- Total conl . preak-even chart as 8 won. The

Graphically, relationshiP® 25 = aﬁﬂg a single PrO°
This is a simple break-even chart each l&¥

NI | n'rc-:ﬂt arld II‘
_II ¥
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2. Break-even analys|g
do
cost behavigur, L"’“Thi::: lt':ﬂt take Into account the ik el
costs because of the im rve kmplies that an organisation I:m';?ﬂ lieliproly
phenomennn ’lh"-l"-"llld-“ Provemer In Production o eratl o
Ales the tota) ASRUMpPHona of (he F“ l :Jna processcs. This
- Ainalyals,

3. Similarly. it has 1
L orry SEE S T
predetermined Price, This ga 'ed that |l anelitional fquaniity can be sold at a

the external competitlye I_““Tﬂllmpl on ia Loo almple 1o Pulints practice because of

which iz alm 8 Thus, It may hay
08l non-existent in the Iurcnu:::l ﬂhzl:E I"lf«'N'l"ﬂ e
nment.

4. An organisation w
faces problem in :::;“::H,p :ll Products being produced with the same plant factlities
Ying this lechnique because the Mxed and varlable costs ::.-'.I'

each product line cann
ol be asce
Important for decision making ertatned with high degree of precision which s

HESPUH'EEI[J'ITAEEWG

management ac
:951 a::i:unung_ tr;u:ﬂu::i! :i:'st:]?] ;ﬂnﬂlﬁtﬂ of two prineipal parts: one Is called product
it B called responsibility accounting. The use of responsibility

accounting locuses attention on management by objectives rather than management by
domination. Each person is responsible for his area of operation, and for effective control.
he must know what his costs should be and what his costs were. Thus. in responsibility
accounting, costs are assigned to responsibility centres rather than to products, and a
clear distinction is made between costs that are controllable by the head of the responsibility
centre and the costs which are not controlled by him,

The concept of responsibility centre is important in the operation of responsibility

accounting. A responsibility centre is an organisational unit such as division. department

or section. headed by a responsible person where responsibility is fixed on its head for the
target fixed In respect of that organisational unit. There are three types of responsibility
' t centres. In the cost centres, the control

centres: cost centres, profit centres, and Investmen
system measures only the costs incurred by responsibility centres; no atiempt 1s made 10

measure the value ol thelr outputs. Thus., most individual departments a?d :lﬂl;,
departments are cost centres, In profit centres, the targets are fixed in terms Dfi;ﬂaﬂ;q :ﬂ
is measured by the amount of input and output. In the investment ce;u;r::. .;,::-_ Thgm: i
held responsible for the effective use of assets as well as for revenue :

sibility.
ultimate extension of re3Pon v s responsible for the activities

sibility centre incurred
The head of a 1'55]1;':]:5 mai responsible for the controllable ED-‘.‘J:- ’::;ﬁ:': S-Elme of
that centre. Further are those assoclated with accomplishing It ,:n. ot controllable
in a responsibility Eﬂllltr:]t by the head of 2 responsibility centre. Alhers Ape s
these costs are controlia

dde effective control.
{bility centres 15 to prov

creating respons osts. In the reporting
by him. Since the jdea behind .en controllable and uncontrollable L:eqem |s known as
a distinction must be madebetw separately. and the reportiie ::rg. according to the
' costs oWl { cosl accumulation callet

process, both the m is

ting
responsibility repor

system. The system © tor of the syste
hierarchy of respon

n denormina t centr
jther in acoste
stbility centre: [ cost incumdn E by combini
hich consls tain
the accﬂunﬁnﬂlz:ﬂ:;nl Al summaries ofc |
Ar anv respons & I

to be performed at
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INTERNAL AUIMT

Intermal andin, alse callesd opetational ad(t, s an elleelive toal of managera) -
anrelit e carried ot e aangires themaelves or by apee lal atafl wppealrite] fog i T}

In centrast 1o eaternal awhit which remadns uneoneerned with the "JIH'r.'ulln'rl.I: e
the arpanisation, irterad andil 1s wivie Dy lipoviiler Bis A el ARELRLE T FETETIS f}"
fampe ! activities ol 1he anganisat lon Thua, dederoal audit, in addition My rry
avcounis properly relleet the Lacts, also appradses pollcies, procedures, e JET
qualing of management, ellectivioress of methodls, hl]ri-lill prredlale s, e fther h iy
-.‘;;‘l-.‘,'.lth“.n-. the latter asperts being more emphasised npresent -day Intrrnnra”d”p} e o
there are certain problems in Proadendng the scope ol iInternal audit In these Aareas %
of the mnted abiline of an organisation to allord so broad an mudn

Imternal andit leeds managers with a perennial supply of contral Informatien
measunng FTT’I-I.‘I]“'I:'I.T'I*T ancl el |!I’,,|l resulls i the “ﬂhl of the 5'|.}'lj'l.l'la_l:'r',tI Internal Hﬂ?
makes suittable recommendations (or managerial actions, It also scrutinises the app .
and relevance of poliev. procedure. and method which have a tendency to become shacter.
Sueh a serutiny helps in choosing a sultable working procedure and methed The
introduction of internal audit tones up morale ibres and working efforts of all membery 1
the orpanisation as it involves the rsk of being exposed belore the management. and pecple
trv to avord errors of omission and commission.

The internal audil 1= not free from its limitations. Its Installation and operation regui
sxtra costs whieh mav be too much for smaller organisations. Sometimes, the reportsof |
internal audit team may not be acceptable to the manager because of some deficiency. The
audit people have a lendency Lo look at every aspect of business operations from accounting
matnt of view This not only affects the scope of internal audit, but also leads to fauly
conrlusions. However, in recent years, Lhe system of internal audit has been elevated toa
few helght by organising a centralised audit unit for the purpose of supphying greater and
wider control information to managers. In managing such unit. accounting gualifications
alone are not adequate, but the greater emphasis 1s belng given to managerial skill and
experience. To avold accounting bias, internal audllors in many organisations are

from the rank of line managers.

ol .

" Whed,

”fl;{ IJ'-FI'.'

Operating Conltrol

Operating control 1 closely linked to concurrent control, that 1s, exercise of control during

operating process isell Operating control tries lo ensure that (1 pm‘lm;t:l Mrfii lﬁm
are produced of pood quality which s ensured through quality control. (2 pre :1.-11u'h i
sepaces are produced with minimum possible cosls and tn regquined quantity s e
ensured thiough cost control and inventory control, and (3 products and gr:ﬂ:-s;i. In
produced at the regquired tme which s ensured through Hme-evenl network af ton, WE
the previous secllon, we have seen cost control lechnlques. Therelore, I this secticih
shall go through other technlogues.

QUALITY CONTROL

[
throu gh ihe concepl 0

Belore going through the technitjues of qualily control, let us go g-:letf:rll““"d in

quality. The concept of quality Is somewhat a complex concept because It
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-{f'm!ltrﬂf Techmiques

W Il'll"ml
A _For example, John Stewart ol
o s (s one de 1t i oty
e l:ld rhere is no one definition of qualiy Htant with MeKinsey & e
i .':11,1 '1 is 't'“_li[l;'f 1'1“:] H*“]“"t}"”bl r-'l...r.. ¥ u“"ﬂ"l!l In i drpiae nl ?mFI"IT l;Jl'
I-:.';I:_[t'l“”!;.'l N “.le—“”“.rh ;"'“1 " v";hluwil : I:- !ha'l"l!j"q T “rp””"l Fi !:r1'15IT|;I| e That
W alt? Allty means loe W el i el It rhanges frem
;ftllﬂl'i" 'W“I'ql::it:wcw |'|1n:-l[-l l~w“m""“”"l""lﬂ:nrlIr|111ul;l|.I“a1 Aritvity = Frem niperational
r'.':.ll-rﬁ al |‘rn”"1 Lt compel ve pHces nereasingly betier presdoeta ard
1
il “,-igﬂﬁf'!'ﬂ“ QUALITY CONTROL

: | can be a lied at t

;_'I'il‘i"? mire S wo distivicl phases of operations: control of an ope

putl i 1 feeralinn

oot e and inspection ol raw malerial semi-fi
it seml-finkahed prod :
"= hase of quallt contro ¥ ] products, and fint ——
ple o 1 18 carricd oul by siatistical rJ.u'nmr ir:”;?:: E;i-::-lru he

o it
I.me phase is done through Inspeetion eontrol
At .

tv Control. 5l L :

1511“51 g‘:ﬁpﬂh s m-:i.hn.:.“{:l leal quality control [SQC). also known as "

' conlro : ol measuring and continuously | A

art 1 final inspection of the product. Therefore, 1t 1s F”""'f':; I!Tri}f":"f'}ﬂ;:_hﬁnr.f o :‘,‘.1?
- i pased on the theory of sampling which implies that the mm;q,: ,: i ,;::r;:]r;i .—---.‘

}IE.I].I{. (otal po plﬂﬂ“ﬂﬂ can be used to understand the features of et 5:-":;.1;1:,.:;.:;1“",-,

» same way: 5 C measurcs _th+: product quallty by taking sample for inspection cunng

the roduction process: This is applied in the casc of high volume product af the same

- such 23 machine parts. ready-made garments, ctc in using 5QC. =0

jons are important: setting tolerance limit of acceptable quality and measuring

£

Tolerance Limit. Tolerance limit is the variation in quality from the standarc
: ons which can be acceptable. For example. @ machine s manufaetunns ball
hearings of 3.00 cenlimetres. There is a possibllity thel <ome of Lhe beanngs ar OVETSIZET
and some are undersized. The management must declde the extent to whieh t'ﬂr::'-r:_l:"- ,_..;-.._:.-,E.,_,
ot undersized pearings would be accepted. This lirnit can be prescribed on Lhe h:";"" " _r‘""[
data OT statistical formula whose reliability has been pm'..'cd in pmm:: IFI.::.I:I:‘.I-: ;1;1 -.:rl*.-
pearing for 1ess precision operations. it MY bl b ll%..?ﬂrsf nu?i.i.r:;nt;;w IE:-. _
having higher precision. it may be still lesser, for example. 3.09 07 ==~ Ih -

: yndertaken dunns e o '“1
2. Measurement of ganliitc Measuremen, e L:\';-T'tl:':llh{‘ rolerance linut. L= stop

b
jtself so that if the machine starts pmdu{*lngumﬁ \ T earing stze £5°3
rth he faull

mmediately in order 0 avoid further lo . | stoppesd 1o find out U
peyond 3.10 oF comes below 2. } by 1aking

in machine r:rpi:rﬂtirans. In order
both considerations: tplerance

as shown in Figure 28.2.

yarnation / Lgwar Imit 1299 contimaties)
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B32 Principlon angg Pt tiee
Statistical quality control ls quite nseinl in those operations whie) e
produce large volume of o partienlar procluct, When 1 s applied iy .t.':"r
results i a number of Denellia in the fowrn ol redveton In Inspsecl o ¢ ”.“mm-
i queality control, early deteetion of Tmilta, el adherenee to speciie, : S ey My, "
L T T A

application of S{3C 1= ot withoul probilemes. e applleallon of S withou| oy
the operation process coil] “ﬁ'lrr.!qu‘-jlh,.

sletely 1 dangerons,
ln
ispection control 15 applied at the stage of row mater | ‘
aln gy

Inspection control. It
el

the stage ol fintshed products or In between, In the Inspection conten L
incharge, may be quality control manager or inspector, sceks rt:l-dttl.'.nl'l-lnl':.lflullrl rr,mr"'
This may be done clthe AEER

1 r ﬁ:ll' “l'.' Tl |n;|1m“lu pi'ﬂh}

or services.

rwhich are In the form of Mnlshed Flrﬂdtlﬂ[! resulij ire
ﬂl[l'm,m

ha

of paris, products,
used In production process o
completion ol production process,
Inspection I8 made by comparing the quality of the product to the standard
known as specification, by means of a visual or lestng examination, Somelimes. m""'“ﬁl'll-,
reverts to a sorting procedure that classifles acceptable products from l-ln-'lc::‘ IN3perticy
Tolerance limit of the quality varation Is set oul In Inspection contrel In !hsla:l;.].: Oy,
which is applied to statistical quality control. RAME Wy
In inspection control, a question arises: when and how often, the inspection shayly
carried out? The answer of this questlon lles In the comparison of cost of Inspeety be
cost of no Inspection. If the inspection is carried out for every product, It invalves lot ? ol
but If inspection 15 not rarried out, Il results in defective products. Therefore, mmr:ﬂ‘
trade off between inspection and no inspectlon. In order to sclve this problem, us .
organisations go on sampling basis and the sample size is decided on the basls of degree of
precision required in a product. Generally, where high precision Is required. higher
proportion of product quantity goes to sample.

EIIALI'ITEOHTRIJL THROUGH QUALITY CIRCLE
The concept of quality circle (QC) has entered [ndian organisations only very recently but
ing the attention ol many organisations. Many companics have tried

the concept Is catch
Some have succeeded, athers have had to abort half ways and some
age. The concept of QC has

ced it and are in the experimenting st
trol. Comprehensive guallty control Is the effort of an organisation
to develop, design, mant facture, Inspect, market, and service products that will satisfy the
customers at the time of purchase and give them satisfaction for a long time after purchase.
In Western countrics, this was attempted to achleve {hrough quality control deg;rlmﬂfgl
though the result was not satisfactory lo the maximum possible extent. ﬂsn agamat :
Japanese system of management integrated quallty control with manufactu %}
which gave rise to the idea of quality control clrcle or stmply quality circle (QC).

affecting 1*

Concept of Guality Circle
¢ meets regularly to solve problems
o e e o 4 jsation-wide control activities:

on continuosly as a part of organ
{. and control and Im pm\fcl:r"lc'n! ﬂm
with all the members participating. il |

o make up the cirele. The nltnlhcrﬂm |
conirol, and group process. Qlf:'-‘".gl.e ey
Llems which may be Impitt o bul

put guality circles.
others have just Introdu
emerged from quallty con

Quality circle |s a group of
work area. This group carries
sell-development and mutual developmen
workplace utilising quality control techniques
stx Lo twelve volunteers from the same work are
training in problem selving, statlstieal quallly
recommends solutions for guality and productiviy pro | grov
management, Thus, QC Is not merely a suggestlon system of quality contre & ot a lask |
?mmdﬂ beyend that because Its activities are more romprehensive. Further. It ls -
orce because It can be made a permanent fcature of the organisation.

R R
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v s of Quality Clrele e

et

» : 1‘L'|1'|'-""|1II “I'I T].“ilm'h‘ 1% Hneas [or s I

= gher than insper anel e

L e 111.111:!'“1““. HIINI I:”T““MT"'l""llru._ i :1r"1llu Mitelaleigry saedagted (o deters

el tht ‘-11 ‘ e W proddioeis, One of the § W allituedes of he penple teorards

PRI changit 15 WCT0 approncly whe Mpartant s for beinging atwe

LS ' T TR T e

L Cepiely peoIe s e ; R il

“|-,-1' Jmi hIHh.!-:'F : il 1|h,|;,"“d” il Ve wst |'l1rl:1. i '|'||||.III1.IMF|P A e tuny I —

A - I.II.I-..:._'I.”l-!‘\--“- LNl LURRLL Liw [l B A H:ll“"ﬂh m ”HI. J“;- ."Il-l”"-l“ [.p\'l'.i,lil TRl g vl L

1 ge tsnot Himited Lo ““““lllll-lm|1|L'.r.u','m|| CANem, 1 may be menfioned Tust
[] I|'.

MEE pRad 0 At I 4efi a8 well a8

I.q_.l."-“ wA . lieigee T
N ;LFﬂﬂnnH 1ike banking, Insurance, inanee ulsg e h-.-n;: 1.:”. :.ull in ratended L6 sAher
i e ke lilnrd F_‘g"_ isas rﬁn-’.'.l"'l

11
A putions Lo the roveme
.l_mﬂ“ '|.11.i 11 ! “'I h‘-l]]} Yeiment “I“Illil"n'l‘!"[:llrlr'm il the ¢ I
i if].f«l]'ll'i-ﬂ Lt

5. Respeet humanity and butld a happy workplace worthulile o work: and
' . an

" ypeplay human capabilities fully and eventu;

> l]. Irj{_'_' ensures harmony m (] -1’.I i eventually draw out infinite posaibilities
LR Q : Yo Uhe organisation, efectve teamw i

. _ 1|‘-dl5f:l]'l|lﬂ1-‘- I e : ; amwark. probiem arlving
apacity’ S€  Cklaal andrph sanal and group relations. better rommunication.
" uﬂ-p:allﬂﬂ- jobr Sdtis o, (inally productivity and consequently r:rga.nlr-m':-':rﬂ.[
“ectveness:
ally, @ QC system in an organisation can be developed by going through the following

guality Circle

s
PhaE-EE'.
1, Start-up Phase. QC requires an attempt just llke an organisational change programmse-
An organisational change programme can be made cuccessful when people are convineed
ﬂh‘ﬂul the l]t'l.“t_'f of the Ehﬂ.ﬂgﬂ. mﬂfﬂrﬂﬂ:_ the Nirst "-“ng that shauld be done I developing
is 1o puhiiclse the concept of QC in the organisatlon. People chould understand the
implications of QC. This 18 necessary because participation in QC ts voluntary |runal
[raining 1o some personnel should be provided to operate QC system in the przanisation
2 Censtitution of @C. QCs may be constituted at different workplaces (n the organisaton
wembers of a QC are from the same work area or doing similar Iype of work. They a7
drawm voluntarily, Onice & QC is formed, hey remain as permanent members of the circle

unless they leave the work area. - tator, and
Besides QCs at various workplaces, there may be steering m“fmm“.;l mﬂﬂdl\:lﬂm
coordinator. Steering committee Is an iPES body at the highest level of t ot ictars
which oversees the functioning of QCs In {he untt/division and surlx :-; :.f wwm&m 2
Facilitator Is usually a manager of the shop/ department (apd o M: Jther executives 10
gulding and directing tiveantlFiEss ghine @ e mih;:f-u; coordinator s 10
i A Buppartat = nﬂti;:‘lﬂh? 5rﬂ:1]:nﬁ;:::,;:::ﬂn::i: :.Iu rtmw out such acthvities
coordinate Lthe activities of QCs on he ol the T y R il

as would make the cperation of (JCs smoath. pifeetlve, and sell-sust Al

pralned and offieially sane tened.
3. Initial Problem Solving. Once peop!

o ity Hection. data analysis. and
&y turn to problem aplving, This

problem solving. Data eollection Is rles 10

. Dala analysis Lrix
T':?:lm m;:wtﬁ' a.n: Esl:;ﬁ;éﬁuﬂg?sam Fl"ﬂ"IJ]I:TL'L-snlﬂ!l'IT[:', :ﬂ ihe I.|1l_L1 ! o solving the
particu roblem or asls.

Participation u[!:r:]ﬂnus members of the QC on |_-¢51.I1-HI l:l fmwﬂrd by m:iﬂbﬂrsm

preblems may be brains . Various suﬂﬂtlnnl E:mﬁmsw- —
subsequently and final decisions are take

-
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4. Presentation and Approval of Suggestlons, When the QC menhepy
thetr solutlon of o problem. they present 00 hetore e UTTTETr e,
LA CrTenl i Bse e thee Besnens o owal presentatbon by e mr-ln;l..-...l B eTa h

Progect TEPOrt, or @reai]s asSEmmerits i preject peesentalion |‘n-q.i-“|”"“” "[J':r"”‘h ’ r:"
helps to pmprove the commmmnbeation between aumogement ap) Wirkepy rr:"""i';'_r“b‘
management’s nvolvement and interest to QU anembers, and fostep, s Tl
relatienship among all the people. [ also ollers oppartunily (o recognise |he ‘.'-;rrH """*1-;1,1
eflorts. - ""'TM.;

5. Implementation. The Unal phase may be implementation of suggestions, o o

relavant groups may be assigned activitles depending on the natyre ol sugge " i

suggestion involves only one workplace withoot alfecting athers, (he Implem. ey, ¥

be undertaken directly at that workplace. However, 11 1L involves others '-'Ilm;n!:"qﬁ e,

assigmed o a group : -
Onee this process 15 over, QUs may be organised for other departments, Thus,

this process, entire organisation can have QCs. ’ h:n%

Pitfalls in QC and Their Remedies

No doubt. QC concept has many positive points but it has failed miscrably i
organisations and they had to abandon the scheme mid-way. In fact, many problems m‘"ﬁ‘
up in the way and unless sulliclent safeguards are taken against these, OC's effors i
unlikely to succeed. Following are some major problems of QC operatlons and Lhﬂr;wfn
memedies:

1. The first basic problem in QC is the absence of right type of attitudes both
managers as well as among workers. Managers, particularly at middle level, may
feel that QCs dilute their authority and Importance; QCs mak= superiors to find
faults with executlves for not finding solutions Lo the problems earlier; QCs are
meaningless. Similarly. workers may feel that QCs are meant to Improve
organisatonal elliciency without really benefiting them; QCs may dilute their power
and opportunities for bargaining. This problem can be solved by glving appropriate
counselling to managers as well as to workers about the real concept and
contributions of QC. In fact, most of the problems with new concepts come because
of misunderstanding of the concepts. QC {5 no exceplion to that,

2. There s problem of organising QCs in Indian context because of low profile of workers
in the form of their low-level education and lack of leadership abilities. This may
affect the operation of QCs successfully. This problem can be overcome by proper
training 1o workers and also the leaders of QCs,

3. Delay In implementation of suggestions given by @Cs may affect the operation of
GCs. Management can take effeciive step to implement the suggestions at the earlies!
Gpportunity. In case. where sugpestions cannot be implemented at all or can be
postponed for the time being, it must be communicated with convineing reasons 0
the members of the QC.

4. Non-members of Cs may sometimes pose problems to the operation and functioniné
oI QC. This problem can be solved by making them to witness the QC activitles Ilkml'
presentation of solullons to management. This way they can be enthused 0 J9

5 ;Llh:r 4 particular QC or volunteer them 1o start new ones at thelr wmkplﬂf"ill id

§ere may be same operational problems like members not being permitted to o
mgra_;iur:‘ng office time, irregularity of meelings, fcllitator not attending “""fm;'f:
riel period, ete. Such problems can be overcome by providing adeqt!

At re,
I'rﬁ W=

Es——
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: {he top management to [
' oof {rm:lha C ganisation, denotin ﬂl::!htm-: operation of QCs, creation of QCs
i ot B a day and (ime on which
ot gmilarly, regular ch meetings are held

h cek. meelingd of siee
Ln«rﬂ" ::I_l:trﬁ <hould also be held, ering commitiees, coordination
1]

o pe seen that there are many problem
5 3 in QCs bul most of 1
e with the active support of top management and by c:tn::;t:np:}::::{:

e nn!':“t in the organisation where management and workers cooperate with

\ all, both these groups are going to get benefit
".; vilgsrlz presents functioning of §Cs in Modi Rubber Li::::in: .ur Ll
A a8,

Wla al Modl Rubber Limited
E;H‘; Werﬂtgd isa WHHEEL;:;TEETHW and tube manufacturing company located at Modipuram
(P (e, The campey introduce quality circle at is plant in 1985 and became 2
ualty Cirdle Forum ol 1nea (QGF). Hyderabiad in March 1985. The company sngaged OC
grth? o yain ‘his MANagers who are 1o bﬂ actively involved in OC operation. Al the same fime, WO rars
"Fiﬂ.,gun':ﬂcmu ihemselves wait also given general training in OC. Steering committee members,
s, and coordinators FET selected and sent fo raning at QCF) a1 Hyderabad. Twerly 0w ocs
ad in production and enginearing areas. OC members chose their own leaders, daputy leaders,
# L pames of helf QCs. These members and leaders were given raining at lhe workplace. Such
gl a5 Lo, Heera, Buniyaad, Warm. Mukli, Pooja, Pragati, Target, Paras, elc., waré chosen. The
e ¢ of training and traduction of new QCs continued and there wera 54 QCs. These OCs meet
"”'r'mll.'. avary week on praudat&rrninad sime. For example, one QC meels on evary Manday betwaen
ﬁnﬁ:m 5 00 p.m., anather meels lor an hour on every Tussday, another meets on every Wednesday for

gn ol and 50 on.

The company provides facilities and measuras 10 make QCs mora efiective, Such measures In;m:lﬂ
waining. seiection of pest QC in gach division every year, axchange of O ma_rr-hm. occas
i rachon ing Direcior with the memioers of QCs and thelr leaders al the ime ol presentabon
I gus OCs have mada contribukons ol tha fallowing type affarts to improve 1he guality of

ipns. Vari :
iy e tivity, cost etfectiveness. safaty; awareness of qually of work lie; batter canasiveness "

ds, productivity ;
ﬁﬂm Emi in respective work areas: avanues for building _5““'“"'““”“ and development of

amaioyRES, ppportunities 10 utilise employees wisdom and creatiity, 8IC. -

lnventory Control

_and finished
Jnventory consists of raw materials, wm‘k-in-prﬂgftsﬁ [Etmlﬁﬂﬂhﬂi gum:ls-} :

products. Inventory 1s kept at a particular jevel to meet
Inventory control tries to specify the um level of inventory
keep. However, this optimum level is @ dynamic €once
;Tamumﬂun to organisation: the mﬂ]‘i"r degres of case

e product, length of ncessing Cycie: rers scl lnven
e \rn:ia%lt;n nnprpnctﬂ. alEd. Ty \wonally, operation® managers tory
levels by using formulae that palance the average & e
vanable costs of storing them. In 1970s. Japanest i uage:

WIT) inventory system. known as Kanban in Japan® iare freuently and in 3
system is to have no inventory. R&W matertals 8 hoagt uced and delivered just-in-
amounts to be used juﬁt-m-ﬁﬂ‘l"‘-* finished prnducls are p plication in Indian con
Ume 1o be sold, However, this concept has ¥ery ';mg 10 be maintatned to keep
beeanse of situational differences. Therefore, SOME i techniques
the business running. Generally. jor Inventory € 1, two

analysis nnd economie order i.'[ﬂ-ﬂnuq" Both

lo1 inwent sev control. y
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ABC ANALYSIS '
Jasslly different Hems ol Inventg
i In Inventiorn l"“'“ﬁﬂ EALLL Iy o deg,
:-I|11r n?‘r:::il::: St iclniv pequired for eoch gronif. ADC nnnlyals (s g widely 1IwT1“H ih,
£ Eﬂr:q“h,".;ur:;“;.-rrm s, This teehnlgue uses the values of dilferen) lypes ﬂl':;-{ ik,
I’DrE;'-1rr']-p-.--.||lra|l|u|1 A group vomsists ol theose ems which have high valye thiesy iy
E:mt;-r ::|I1;'I b Jowe, €° group Hems hawve very low value bl thelr number ity e o T,
. sup ftems fall in between with nverage vilue nnd number, On the basia of 4y, -,r.rm: B
Frlrw:ilnr\' ];1MIJRE|"E”[ systems it a number of companien, Synder has “"ﬂ'-'tlri r"'j}' ]
B T ihat the composition ol ADC Hems In tolal Inventory |s roughly as .h:"'r:h.
= 1 1
Table 28.1.% h
TABLE 28.1 : Inventory classiflcatlon
Group No. of (tems M) '"“r'"ﬂﬂj'_--""'tuw
A 5 i
B 30 20
c 55 10
——
Taoral 100 100 .

f d be pald to A group items
According to ABC analysls, maximum allention shoul P X
these are critical in terms of value [ollowed by B and € groups. Thus, ABC analysls provids,
clue where attention should be focused in Inventory con trol. However, criticality of an jtey |
should not be judged merely by its value bul the importance that it has in the total production

process.

ECONOMIC ORDER QUANTITY

Economic order q';:antll:_n,- [EOQ) indicates the stze of order that will result In the lowest total
of order cost and inventory carrylng cost for an ltem of Inventory. In order to estimate E0Q.
two types of costs are to be calculated: order cost and Inventory carrying cost. |

1. Order Cost. Order cost Includes various Items on which an ﬂrganlssltlu:'l ha:: :ﬂu ﬂ
cost for procuring raw matertals. These Include various types uf'n:lrglnlsu;a -.:ms

as stock taking, order writing, agents’ visit, business journeys. reminders. © :[;.'Iaﬁing Stgmrrﬂ'uuth 2
processing such as received notes, checking, recording, etc.; Invoice Emas e
checking, approval, book entries, clc and payment procedurc Suc

epara involved
; h tme a purchase order Is given, these costs art
pr tion, mailing, ete. Eac p e it sy loe the e ik e Tabi

t costs of placing order, th
Eﬁiicﬁ:astm;::]hblt an FIhulll.' Eumha&u. Thus. this suggests that it I.slspr:-‘rl;':;ﬂrgz :z
purchase In bulk. However, this [s only one side of the cost-beneflt analys @ﬂu]ﬂlﬂ
understand the total cost-benefit analysls, Inventory parrying cost has Lo be
lves (nterest on the money locked

2. Inventory Carrying Cost. Inventory carmylng cost Invo al loss due (0
In inventory, cost of storage, cost of Insurance for stock, and cost of materl alculated I

spollage, quality deterioration, obsolescence, ete. All these costs have to be €
terms of per unit of materials. : tity 18
uantity
After tdentifying ordering cost and inventory carrying cost, economic order §
caleulated by using the following formula:

W 21.
‘A. Synder, “Principles of Inventery Management,® Fhuurlﬂ,!.ﬁﬂmuh'. April 1964, pp. 13-2

—
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Various types of control technlg jen discussed iy the previous chapter are partial iy the g,
that they apply to a part of the arpaniantion anil do nol Measure the total organisagy Mge
) . the total organisational eopn, ﬂrI!:l]

o

performance Top rr-r.-m:u.:rmr-'rll [ praore Imrrr-w.l.-ulr IT: S i
g ecliptguies jor nverall o
['I.n:lnrinl H'I‘I'Iu"l non ['|1'||.IT'Ii'|ﬂI e are varioipn 1 | LI TIH“I;.& are

financial ratio analvsls yrpeTacdingg e urm i fvestient praragerne e T P51
' =" . g Lol
n“-;_-,““"“gI i "“n”"n'l [TRIR] !.\-glrllli Sonr il AL e ]II'III'|1 [ Tendl Bey Dhie ¢ '“*"EUT‘_H ”rr"mr

contm! lllf'h n= I'lnnnrlnl rallo "“"h'qil._ alhrrs TR Plies e pilEprory ol Inelleee! ¢ ol el ”Ir.h-._._'

both these types of techniques arre naed for overnll eontrol.

Financial Ratio Analysis

the relationship petween bwo financlal variables in orde
about thelr behavionr Metenll anel Titare hawe 'r“ﬁn-;:
ol evaluat g relatinnahip hetween companent an

understanding of o Nerm's positinn _,m;
ship to he investigated depends on the objre e and

[ measurement of overall peelormanee, generally, fooe
ralios, activilty ratlos, leverage ratios, and

yals identilies
sanclusion
ns A |ﬂn‘u‘r.-u.u
o obhtaln a belier

Financial atio anal
to derihve meanmglil «

financial aAle analysis
ol {inancial etatements |

perfarmance =1 The tpe of relation

purpase of cvaluation. In the Case iy
e considered: Hegutedity
escription of these ra

ale the organisallon’s ability to pay its short term
rms: current ratlo and quick ratis
assets and current liabilities This
to pay current labilities. Quick
hand and with bank and
g the organisation s ability

groups ol ratios a
tios Is prr.'-lcnlrr:l here #

arofitability ratios. A briefd

Liquidity Ratios. Liquidity ratios indle
debts. These ralios arc generally expressed In [wo fo

Current ratio shows the relationship between currcnt
indicates the extent 10 which current asscls are adequale

dicates the relatonship between liquid asscls (cash In
rrent liabilities. It helps In identifyin
ring inventory in hand.

of the organisation are being
{o, receivable turnover ratio, and assets
umber of times inventory Is replaced
been managed. Receivable numover
ecl dues from its debtors. Assets

rate in
shart-term debtors) and cu
1o pav Its current Habilities without conside

Activity Retios. Acuvily ratios show how funds
ratins are in the form of Inventory turnover rat
surmover ratio. Inpeniory Lmouver ratio Indicates the n
durng the vear and shows how effectively Inventory has
rans shows how promptly the organisation 1s able to coll
surmauer ratio indicates how effectively assets have been used to gencrate sales.
Leversge Ratios. Leverage ratios indicate the relative amount of funds in the business
suppli=d by crediters /financliers and sharcholders/owners. These ratios are in the form of
debt -equity ratio. drbt-total capital ratio. and Interest coverage ratto. Debl-equlil ke
et in relatfon to equity and indicates the financial strength el
o total capltal employed

uscd. These

indicates the proportion of d
the organisation, Debt total caplial ratio shows the proportlon of debt
This alse indicates the inancial strength, Interest coverage ratio shows the interest burden
being bome by the organisation in relatlon Lo Its profit.
(i

jsation 1o cam pre
s of proflt

pn'ﬂ:l. 1=
jegree ol
it 1w

ﬂhlllf}' of an organ
ratlos are expressed in term
proflt vt gruss
| indicates thet
by relating pro

h@uhl.l.ln Ratlos. Profitability ratios show the
relation Lo its sales and for Investment. Profltability

::':"3“‘:; well as return on Investment. Proflt margin, elther nel
Priﬂrll:hm:m l;lr lorm of relationship Letween profll and sales ane
y of the business. Returm on Investmenl |s measurc

Saunders, 1986, P |57 -
feuling with Anancial anadys
|

4
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RW. Metcall and

Detaibed mm.:n::: l:;rl:::l:rn:w ples of Aveouwnring, Philadelphia: W.H.
ratio analysis can be found in publications «

There are @ number of such publicstlons,
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vesument. Return on Investme
nt is th
. rmance. The ¢ mosl compre
m[ffﬂ" pﬂﬂﬂ . Therelore, s I |||1JTLIIT'_'HH-I'I|'I" T . .
omewhal more elaborate {HTIH; |n}::ljtni|.l;1: fur :ﬁ;l“"ﬂ"ll‘lﬂ
» LA LIEE 5 pressptes

cﬂﬁ‘TRDL THROUGH RETURN ON IN %

The eMciency ol an organisation s
¢lZ¢€ of its investment, popularly Hnjf:i;!ﬁ':::::i}r :he i i Rl i
been an important part of the control :-.1;'»-.[? urn on investment’ (ROI). This approach has
hough it was actually devised by Dnnﬂiill:;:n:rrl; O e o
in Du Pont. a larger number ul'-::nmpmm;-s hi mwn i 1614, Since s successMlGEERT
Feﬂ-ﬂn“ﬂnﬂ:_ ave adopled It as thelr key measure of overall
This technique d
umﬂnmamn Hg whu?:!; .-n:é[E:“FhﬂEmE absolute profit for Judging the efMclency of an
ockils o Is on thereofl, rather Lhie amount of profit is related with the
sl § S ieaia II:m : nvested In the organisatien or the division The goal of 2
(or business purpos . Th o optimise profit. but to optimise retums on capltal invested
rposes. This standard recognises the fundamental fact that ca ital Is a
critical factor In almost any business and its scarcity puts limit on ProORress ’
The system of control through return on investment can be seen form Figure 29.1 as

pperating in Du Pont Company'.
The rate of retum 1S caleulated by dividing the profit by total investment, It can be
turn realised or it may be

computed in respect of historical data so as 10 reveal the rate of re
d rate of return. In the Du Pont system. the

applied to budgeted data to give a projecte
rrent assets withoul recducing liabilitles or reserves.

investment includes total fixed and cu
d result in Muctuations in operaling jnvestments as

The basis Is that such a reduction waoul
fluctuate. which would distort the rale of Investment and render it

llabilities or reserves
meaningless.

On the othcr hand, many busin
Accordingly, the amount of the \nvestment shoul
the assets. The arpument 1s simple. Depreciation reserve
investment and that funds made available through such char

r - - ] 5 tu
gets o king capital. The argument SCCIS
gxﬂ:h ashfl_rd{:n on W asscls, as Coul pn.rud (o old and obsolete asse
t]fﬂ a:l-nunl. of investm further reduced by the amo
[ v

liabilities.

ﬁ.dvnnuﬂl
t 1s an integral

The return oo m"ﬂtmtrages‘
1t gives following 24V2% (0, sound basS fo
hed

different view of investment.
epreciation from
rite-oll of iniual
ges are reinvested in othet
be reallstic as il puts
12, Moreover.
1 of current

ess organisations adopt a
d be taken by deducting d
g represent a w

part of the pmducl:h.rll}' and efficlency accounting.

tra-o antsational comparison. such

. . : ariments. or products of

gm'pﬂﬂﬁ ' o and clfelent use of

pn can je ellective mn ent j

c anisation- It places h L rellects © © enlire HEE O * the operating
en lor pemoving jnelliclency.

utting restraint on 'lhtl

onal rest A

nrgﬂﬂﬂﬂ guch. 5.,_,113'9[& actol ing and contro! ts even i
5 hud gtary plannd o resouTces for thelr d:pnl‘h‘llﬂﬂiﬁmm o i

9. 1t Frﬂﬂdﬁ :],uc o for higher a”uca“f;:n  p50l Jllocation 11 an organ

a TS em ed. Thus.
manag -t an:tl.lﬂ“ -nnﬂs manager: incharge of a
- - - aralisation B30 ofretum, but enjoys
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Cﬂﬂrdil‘latiﬂn

Whe

a pml'élt he OTganisation structure Is designed and varlous organisational units are created,

ered M emerges as to how to synchronise the operation of these units and people working

'eIn S0 that they contribute their maximum to achleve organisational cbjectives. We
g vartous prganisational

hae seen in the Previous section that, often, conflicls emerge amon e
Unctions and individuals. In order to overcome these problems, coordination is e
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which 15 an Integration or synehronisation of group eflforis in the organisation, They Halr"“?q

has deflined coordination as follows:
wioniaing of elforta of the subordinates 1o promide ()

b B I il oilerly syne
Coproirumiiog is il d In.ull S ol execuitlon an that thetr unifled eMarta jeqd o |

AMOPser ool Tinabeag], ¥ ]
1u'l‘llll.'l.'ruwur of the stated] phyjective, namely the common purpose of the enterprise <10

Glueek has presented conrdination i the fonm of huiman aned structural mh“hlﬂ.

when he views that
~Coonfination Is a sel of human and struelural mechanlsm dealgned 1o link the parts of

the enterprise togrther o help achieve the aperified objectives,™!!

Though struetiral mechanism, that s, how varleus components of an ﬂrﬂhﬂlhlh
are linked together. lelps i automatle coordination, this mechanism cannot ensurs totag

coordination but some additional eflorts are needed. From this point of view, we can ﬂw
hasie features of coordination which are nas follows:

lh/'
1. Coordination is relevant for group efforts and not Individual efforts. It involyves the
orderly pattern of group efforts because an Individual who Is working In 1solation
does not affect unctioning of olthers and ne need for coordinatlon arises.

Coordination is a continuous and dynamie process. I s a continuous phenomeney
because it is achieved through the performance of lunctions. [t 13 dynamic becays.
functions themselves are dynamic and may change over the period of time. In every
organisation, some sort of coordination exists: however, management may maks
special efforts 1o achleve coordination of higher degree.

3 Coordination emphasises unity of efforts which is the heart of coordination. This
involves the fixation of Ume and manner of performance of various functions In the
organisation and makes the individual efforts Integrated with the total process.

4. Higher is the degree of integration in the perfformance of various functions by various

persons in the organisation, higher is the degree of coordination and higher is the

possibility of achlevement of organisational objectives.

Coordination s the responsibility of every manager In the erganisation because he
tries Lo synchronise the efforts of his subordinates with others. However, when this

does not work, there is need for special coordinators.

k3

L

Coordination: The Essence of Management

Some authors consider coordination as a separate function of management. However, Itls
more accurate to say Lhat coordination Is an essence nﬂnﬂnﬂggmﬂﬂ rather than one of its
functions. Some managers even [eel that coordination Is one word that best suggests the
sum lotal of IHEH]HEII‘.'I'I:_II lunctions, Some others believe that the term coordination is better
ﬂt&[.‘l'lptlur' of manager's [uncllons than management {tself, The reasons for treating
coordination as the essenre of management may be as follows:

1. The coneept of essence relates to Intrinsic nature of an object. Coordination, being
f‘g::::::llllliiﬂltlul.ﬁl uf ellorts af human hl_']ng:l. Iy organisation, Is Intrinsic to
ﬂrnan:?snuﬁr:n:lb m;muj‘;!.-m:-nl also tries (o synehrontse group efforts for achleving
- i Im-r ﬁ:::rs.l For reallsing organisational goals, it is necessary that each
predetermin 3 e constructlve, and contributes to achlevement of the

ed results, Each such efTort shoudd tend to help others In the group In

" The
a Halmann, Professional Managemerit, Boston: H oughton MiMn, 1988, p-17.

1 1]
Willlam F. Glueck, Management. New Yorl: Business Publications 1984, p.78
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conflict and Coordination
Aol
achieving the composite effort deemed esme

managers through their vartous functiona Iy 10 achieve thin mynel
that each effort contribules positively 1o another effor . ynehrontaation sg

2. A management function is different rom s eqseqyee,
dutles closcly related in harmonious eharneter poed 11y pperalingn) I:I : :ITH"T"HHF v
for the purpose ol execullon has o Preriorin sompe imaper it sl -muwr::- i
functions. Thus, a uncllon has some objectives aned 10 arriee o 1].-?,5':%1-“'.:“"
some more and some less Imporiant activities are 1o be performed 'I';:h r| il:r b
various management functions of F"-Itmlmg, arganising, atafling i'Irrr:| mr_n;r
controlling. Each of them has some object ves ns well fem viarlongs .*|:1l'I.:l[1||11"rr:rlil|'-:|':IrlId
fact, varfous managerial functions taken Ineliviclually serve o particular Pl:rpm-:_- L:
achleving total I'[I:!.Il::lgl:'rlﬂl Eoals, that is, retling things done by athers. For example
planning element of management decides what is 1o he done, ﬁimlllm'.ly' E]]'l;qi:l"ll::rl ;
element decides who will do. Coordination, on the other hand, invelves the int r-p.:ﬁunﬁ
of human efforts for achleving the goals which Is not a particular I'unl::tinnlhul the
baslc objective of all managertal functions,
3. When varlous managerial functions are performed properly and adequate
consideration (5 given to their Interdependence, the result s inlegrated, well-
balanced composite effort by the group, The coordination is achieved at stomatically;
When there {s poor execution of varous funclions by varlous depariments or
individuals, the problems of coordination arise and speclal coordination efforts are
required. Probably this is the reason that coordination has been recognised as a
management function by classical authors and not by authors of modern era. In
classical school of management, coordination has been treated as a central problem
of management because authors were not sure about the int erdependence of various
individuals and proper executlion of various management {unctions. In the systems
approach of management, exzcution of management functions proceeds on
integrative basls and problem of coordinalion does not arise but it becomes automatic
process. Therefore, all management functions try to achieve Integration of efforts
and coordination becomes essence of management rather than a function of

management.

Coordination and Cooperation

Coordination should not be confused with cooperation, for two terms denote quite different
meanings. The term ‘coordination’ Is related with the synchronisation of efforts which have
amount. time. and direction attributes. For managers, it Is a means of viewing ‘-E_'-m:
perspective of work of a partlcular unit oF department of which they may lblfr:t::r :EE:;_
Cooperation is basically a motto; a collective action of one person wllt.'l an}?[urnﬂandall
persons towards a common goal, The basic motto behind cooperation lseac o seaitfied
for each.’ Thus, basic differences between coordination and cooperation can

as follows: i
basi formance of various activitics.
L cally achleved through the pe e
{::;T (i:ﬂa::l: [;::Eeclal eﬂ'ngtﬂ may be required for achleving cunrdtu:: ln;u. CT;JE::‘:“I >
: ation leads to the deve
Is basically a motto and spirit. The motto of cooper dpdmysrsassirione

|, personal,
cooperative system in which physical, biological. pe [ the cooperative system

t every member o
present. It s based on the assumption tha tem"“;; -, whole and not for his triterest

will work in the general Interest of the sys

niiad for gon) aecamplishment, ‘“Mere fure

A Tunetion

Scanned with CamScanner



|
j'h”npfr'-'. ned "l"“"""'l!'ﬂfﬂ.f I

502
utton, for example, coops
y ranllvie my
h"k.l

1:|-l=41ﬂllﬂlﬂll'lll s CONperative mne Y,
(i all s by institotlons ar J
wl Irgn ..h'l
AN fnyy
I

tes b leding ol an Inst
alised every
I It‘l".!llil':l

2. Cooperation lemls
In fact, Bamarel has visil

Coordination betng & process
q The basic principles o poprdinatinn ! snyatst ol direel contact, contiomty 4
] l"

andd rectprocal pelationt ity prrsnnn whse cllorts e to be coording ey my
ather hamid, Prasle pim [l ol coesperatlon e hoedes T woluntary asaoe jq 1™
demeemalle I'Illm'q".llzl- in ]1r'|1n|11h.|l1l'l' ol ot v i, (i commen welfaps a-‘":,“_ Iy
spinl of dedication anid serviee with ahwoluate honesty anid vrepuealionabile g, ) 4
4 Ina civen stfuation ,‘.m.lwl-.ulnnln.m,' exlal without eoordination 'n,,.,iw_w.'.' '
cooperative sin e fles and organisatinns basedd on the molte of coapers)y, ""'I']-,I‘
p sueh oranisations. there may be lnck ol coordination of elforts r’:‘ !
Fog, coaperation cplinsises on the collective actions of lm_-m:‘""
poxals and ooy prganlsallon may L cooperallve. However ".n
gopdination cxlsls In "
1ee synchronis atlon of elforts of Individia|,

5. The basic ohjective of coordinatlon 1 il
a work group so that ng cffort goes In waste, On the other hand., the basie obj
of cooperation IS (o protect the inierest of members of a cooperative group s A

from the threats presented by conflicting groups.

Need for Coordination
Performance of varous managerial functions in an integrated way ensures falr degres of
coardination among individuals and depart ments. However, problems of coordination aris
because of the presence of constant change, weak or passive leadership. and complextiey
inherent in large-scale organisations. |n a large organisation, there are three types of such
complexities which require special efforts for coordination: large number of personnel,
functicnal differentiation. and speclalisation.

pomt. I
inelllctency
certaln comn o
necessary that ©

all ciases. s Mirx

1. Large Number of personnel. The Increasing qumber of persons Involved in largs
organisations complicates the problems of coordination. Each individual is unigque, acting
to serve his own needs as well as those of the organisation. Each has his own hablts of
jonships with others.

work, his own background, approaches 10 situations, and relat
Moregver. the individual does not always acl rationally. His behaviour I3 not always wel

understood nor completely predictable. Therefore, It 18 nol necessary that human beings
perform thelr actions without regard to others and synchronisation in elforts may be lacking
Further, problems of coordination of a quite different character arlse gut of Lhe perverseness
of human beings in organisational setiings. individuals Join the organisation as {ts members
ta fullll thetr needs. Many times, thesc needs may oe different from group needs and goals

in such a case, organisational and individual goals A7 not fully achieved. More is the
il be the degree of such

number of individuals In an organisation, the higher w
incompatibility. 1t is imperallve for the organisational efliclency that both these goals ar
brought to a level of eonformity. and management tries to integrate individual and groug

goals through coordination.
2. Speclallsation. There 18 high degree of speclalisation in modern nrgnnlﬂﬁﬂ'“"
Eﬁﬁh““nn arises out of the complexities of modem technology ns well as from the diverst
8 !,:llls!l:!“d[ persons needed to perform them. Speclallsation 18 reflected in the us
ff;':l.'l':ul 51 of various types. L 1s the nature of tralning of speciallsts that they are made ¢
wivies P Tj.r“:.::: lllh:l t::lnt judge of the scope, nature, and kind of work they Pﬂfu:rﬂ'-
e Lt et d:m they are qualifled to judge each other according to Prﬂr“'ﬂnnﬂ
" rs cannot have adequate basis for such judgements. If the alist?

i
2
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are allowed 1o work withou contilininlion, the reaulia ran be comtly Therefore, some
mechanism I8 mequtied 1 resvr iy mi o thie eMisntm ol varlons apied lalial s in the nrganiaation

1. FPunctional nmmnununn, Fanellons of an erganinatlon are freogpuently divided Into
departments, ABRIatonn, seci |y U RTITET

the hunctions together and nanEe el [ rerrdinatlom
problems arise Bevause domaina Decome mlldiled witly barriees bt ey therm bee nming
fgul Fach anit ies to perform (s wilanlon b tsdation fremm the stliers Semetimes thia
|-|=_r11-|'|1.'rl"r‘illl.'“' unetione ape Rrenypers) Wgre ally . o managres take (he rxpeidiene e rather
than the logleal woute, Fog exAmple, contliel bietween "ulh‘ﬂl and] jesdur tion departments
arises Decause of thia reanon. The males departiment b o luml,u‘r.rnl 1l Intere -.‘rlr- wlling
as much as poasibile: 1ell 1o 101wy even Lol | ] (TSR PR ) Y prodiue Hon department can
prn:-ilﬂ On the other hand, it I8 poanible that nles iy deop beeanine of m,”-,;rr rriec it e
or peor salesmanship or both, In this cane, predduction department may precduee far mees
than can be sold, for it has an economie Interen of utlisIng the produrtion rapacity In
:-I.Ifh aca=e, 1 is clear ""Illl. l]"l.En' are Iﬂlll'i'jl' l"l.ra: FRent infereals i the artidtiea of (heawe s
departments. This problern has to be hand

resources may go In waste. There may

ke [oerelinallon e, therefore pperess ary fos e
comig et leapy Diw Phie Viatal eesigli

led through some means, atheraise o anisaticral
be several such cases in a largs srganisation
4. Interdependence. The need for coordination arises because of Interdependence of

organisational units and subunits and people working within these Herause of this
interdependence., performance of one unit s affected by others but at the same time affects

cthers. Therefore, in order to optimise effective use of the organisational rescurces, the
efforts of all the units have to Integraled. There can be three

types of Interdependence:
pooled. sequential. and reelprocal. In pooled Interdepender

1ce, various units of the
organisation, elther located at the same place or al different plares, contribute to the

organisational objectives though they may not be directly related. This may happen in the
case of highly diversified organisatlons, particularly without product relationship. fer
example. textile and cementbeing marufactured by the same organtsation. In such a case.
coordination between two unils does not pose big problem. In sequential interdependence,
the relatonship between units is such that a later unit tlepends solely on the former wnte,
for example, in the case of assembling In an automobile company. In such a case high
degree of coordination is required otherwise the output will suffer In reciprocal
interdependence, the Inpul of one unit becomes the output of another unit and vice versa
for example, operation and maintenance of vehicles In a transport company n which
operation department may send a vehlcle lo malntenance department for repatr, ete., and
the maintenance depariment may send It back to operation departiment alter repalr. In
such a case, high degree of coordination ls required between two departments

B. Individual Versus Organisational Interests. 'here may be a clash between individual
and organisational interests. Individuals join the organisation to fulflll thetr destres and
=xpeclations. In turn, the organisation expects certan things from the individuals. When
there | !m:nmpatjhlht}r between these two expectutions, olten clash of interests takes place.
Insuch a case, Individual efforts may nol contribule to the achievement of organisational
objectives, Thereflore, there 18 a need for coordination amd Integration of both interests.

Role of Coordination in Organisational Performance

The above discussion shows that coordination 1s required among organisational units/
Subunits and among different individuals. The basie objective of the coordination is to
achieve harmonious functioning of the units and Individuals so that the organisational
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