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Unit – 04 , DIRECTING
Creativity and Innovation – Motivation and Satisfaction – Motivation
Theories; Leadership – Leadership theories – Communication – Hurdles to
effective Communication – Organization Culture – Elements and types of
culture –Managing cultural diversity
Directing Directing is one of the essential functions of management, since it deals with
the human relations.
Once the organization plans laid down, organizational structure designed,
various positions filled, directing function starts.
Directing is the function of instructing, counseling, guiding, motivating and
leading the human factor to achieve the goals effectively.
Scope and Importance of Directing:
1) It is a collective link between various function of management
2) It is managerial function of guiding, motivating, leading and
supervising the employee to accomplish the objectives.
3) It is concerned with synthesizing human resources and physical
resources (machinery, material, money) to accomplish objectives.
4) It is one of the essential managerial functions, since it deals with human
factor.
5) it is the functions used to harmonies industrial goals of the employee
with the organization objective.
6) It is the continuous function and an ongoing process.
7) It is performed at all levels.
8) It facilitates changes in the firm , people will have a tendency to resist
change, hence need direction to accept changes
9) It refers to defining and implementing organizational environment to
utilise human resources for the attainment of objective.
10) It makes the employee active and efficient.
11) It encourages employee to do work effectively and efficiently in the
long run and short run.
12) It motivates the employee and improves the morale.
13) It ensures the physical assets since the machinery and plant be put to
effective use.
14) It makes certain that opportunities are carried out as originally planned.
Creativity:
Creativity is the ability to visualize, generate and implement new ideas.
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The degree and depth would influence the quality of decision.
Creative thinking is important to bring about novel and unique ideas
Creativity means originality in ideas.

5.
Verification

1.
Preparation
2.
Concentrati
on

4.
llumination
3. Incubation

Stages in the creative process
1. Preparation: involves Investigating an issue or problem; Searching for
and collecting facts and ideas; Extensive education or years of experience is
needed to identify the issues and problem.
2. Concentration: this is made on the identified issue or problem to find a
solution. Resources are allocated to solve the problems. A commitment is
made at this stage to implement a solution.
3. Incubation: this is an internal and unconscious of ordering of gathered
information; involve unconscious personal conflicts between currently
accepted reality and possibility; Relaxing, unconscious distancing, searching
for possible issues and solutions are important. A successful incubation yields
fresh ideas and new ways of thinking about the nature of the issue or a
problem and alternate solutions. The incubation period is un-predictable in
timing and duration, may take a day or many years.
4. Illumination: moment of discovery and the instant of recognition. This is
the result of extensive analysis of various factors and various combinations of
factors.
5. Verification: The created idea / solution have to be tested to make sure that
the idea is valid and flexible. This is critical stage.
Osborn’s creativity model - This method is intended to stimulate free
thinking, novel ideas and curiosity that in turn lead to innovative decisions.
Sufficient time and freedom must be allowed for the model to work well.
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Osborn’s Creativity Model:
Model
Fact Finding Phase

Idea Finding Phase ( Brain Storming)

Solution finding phase

1.
Fact finding phase: - This involves defining the issue or problems and
gathering and analyzing relevant data. One best way to improve is to begin
with a broad view of the issue or problem and then proceed to define subsub
issues or sub-problems.
problems. This phase requires making a distinction between a
symptom of an issue and a problem or an actual issue and a problem.
2.
Idea finding phase (Brain storming) : - This starts by generating
ideas, and then the most likely of these ideas are modified, if necessary.
Osborn stated that individuals can generate more good ideas, by following
two principles:
1. Ideas are not subjected to judgment or criticisms
2. Quantity (more ideas) brings up quality
Brainstorming; this is a technique for stimulating imaginative and novel
ideas. It involves a group of people, usually sitting around a table, generating
a lot of ideas. Osborn developed 75 general questions to use when
brainstorming an issue or a problem.
Example of sample questions:
 How can this issue or problem should be put to other uses?
 How can it be modified?
 How can it be substituted for something else?
 How could it be reversed?
 How could it be combined with other things?
Basic rules to be followed for the brainstorm session:
 Not to criticize the ideas of others
 Extreme and wild ideas be welcomed
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 Greater number of ideas wanted, since quantity gives up quality
 Suggest for how others ideas be converted into better ideas
The group leader must decide which of the 75 questions are more appropriate
to the problem or the issue, being considered.
A brainstorming session should run not less than 20 minutes and not more
than 1 hour
3.
Solution finding phase: - This involves generating and evaluating
possible courses of actions. This is done by judgment analysis and criticism.
In this phase, the leader should ask the team
 To identify from one to five of the most important ideas generated.
 To list down these ideas individually and evaluate them on a five point
scale
(The very important ideas to be ranked as five points; a moderately important
ideas to be ranked as three points; an unimportant ideas to ne ranked as one
point.)
The highest combined score indicates the best solution to the issue or
problem.
Innovation: The efforts of an industrial or an organization to develop new
products and series is known as innovation. Change and innovation re closely
related.
Types Of Innovations :
1. Technical Innovation: Process of Creating new goods and services and
through the effort of research and development (R&D) department of an
industry. Customers are always seeking new, faster or cheaper products.
2. Processes Innovation: New ways of producing or selling an existing
goods or services
3. Administrative Innovation: Creation of new organization design to
support the creation, production and delivery of goods and services. Matrix
organization is one of the administrative innovations. Network and virtual
organizations are examples of more recent administrative innovation.

Leadership:
 It is a dynamic process whereby an individual in a group is not only
responsible for the groups result, but actively seeks the collaboration and
commitment of all the group members in achieving the goal or objectives.
 It is a process where a person exerts influence over others and inspires,
motivates and directs their activities to achieve the goals of the organization.
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 It is the key of any managerial process because it is concerned with
initiating actions, directing, executing, supervising, ordering and guiding
others. Effective leadership increases the firm’s ability to meet new
challenges.
 The person exerting influence over others is called a leader and he has
to create a sense of confidence in the minds of employees and others.
 The leader has to provide motivation to achieve the organizational goals
or objectives.
Ingredients of leadership: the four ingredients are listed below:
1) Ability to use power.
2) Ability to understand people of different motivation at different times
and in different situations.
3) The ability to inspire the followers to do work.
4) The ability to develop an organizational climate conductive to work.
Importance of leadership:
1) Securing cooperation.- a leader develops a sense of collectivism among
employees and forces them to work as a team
2) Creating Confidence in the minds of employees: - normally employees
get frustrated because of their ability to do a particular job, to secure their
promotion, or to get along with the people. a leader gives counsel to the
employees and creates confidence in the minds of people.
3) Providing good working climate.- leader is responsible for making a
good organizational climate and environment in which the employee can get
job satisfaction.
Functions of Leaders:
1) Develops team work: - a leader studies the employees individually and
understands their level of motivation and interest. Leader creates a sense of
collectivism and encourages them to work in a team.
2) An appropriate counselor: - if the problem is work-related, the leader
helps the employee in the work and if the problem is not work-related, he
gives counsel to come out of the problem.
3) Representatives of sub ordinates: - a leader is the man in the middle
between workers and top management. as a representative ,he carries the
feedback, grievances, and complaints of subordinates to the top management.
4) Uses power properly: - a leader exercise his power on the subordinates
and effective leader knows how to use them wisely.
5) Uses Time well: - a leader uses his time productively by using timepreparation charts, scheduling techniques etc.
Page 5 of 60

www.vidyarthiplus.com

www.vidyarthiplus.com
Mechanical Engineering / III Year / VI Semester, Faculty: CR.SANKARAN
Subject: Principles of Management, UNIT - 4 & 5 - Directing & Controlling

Types of powers:
Power is the ability to influence the behavior of others. There are five
types of power.
2.
1.
3.
Reward
Legitimate
Coercive
Power
Power
Power

Enables Manager to be
a Leader and influence
subordinats to achieve goals

5. Expert
power

4. Referent
power

1. Legitimate power: - it is the influence based on the manager's authority
resulting by their management position in the organization's hierarchy. in
other normal life situation , for example, parents, teachers, police etc have
legitimate power only when their authority is accepted in the position they
held.
2. Reward power; - it is the influence based on the manager's ability to give
rewards. Employees obey manager's orders in the belief that their behaviour
will be rewarded. The rewards may be in the form of pay rises, bonuses,
promotions, preferred vacation schedules, or verbal praise.
3. Coercive power: - this is the influenced based on the manager's ability to
punish others. Punishment ranges from verbal reprimand to pay cuts to firing.
Coercive power is less effective than reward power. This coercive power can
influence a series of negative side effects such as giving false reports; stealing
company property etc.
4. Referent power: - this power is the influence based on the manager's
personal characteristics, which earn workers' respect, loyalty and admiration.
Referent power is possessed by managers who have excellent reputations and
likable managers who are concerned about their workers.
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5. Expert power: - it is the influence based on special skills of the leader.
First and middle level managers have most expert power. Sub
Sub-ordinates act
on the leader's recommendations, based on the leader's knowledge.
Leadership styles and behaviours /Types of Leaderships
I) Leadership Styles based on authority: these are classified into:
1. Autocratic Leadership - in this style, the power of the leader s derived
from the position they hold. An autocratic leader accomplishes task by
threatening or punishing hhis
is subordinates. he maintains a highly critical and
negative relations with his subordinates. The flow of influence in autocratic
leadership is shown below:
Autocratic
Leadership

Follower

Follower

Follower

An autocratic leader has all the authority and decision making power. He
assumes full responsibil
responsibility
ity for all solutions. He sets the group goals and
structures the work. He gives orders for subordinates to follow them
unquestioningly. He does not allow any participation. he is concerned about
the task and instructs the followers what to do and how to do
d it.
Advantages:
a.
Suitable for managing inexperienced, unskilled, insecure & incompetent
subordinates.
b.
Take full control and uses this approach on a major crisis.
c.
Quick decision possible, since decision making is centralized.
d.
Consistency in decision, since leader only makes decision.
Disadvantages:
a.
Subordinates depend on their superiors for everything, unable to
suggest their comments.
b.
One way communication, leads to misunderstanding between superiors
and subordinates.
c.
Subordinate do not get job satisfaction
satisfaction and morale.
d.
People will lose creative thinking and innovation, because they were not
given a chance to think over a situation.
2. Democratic or Participative Leadership: - participative leaders not only
depend on their own capabilities, but also consult their subordinates.
Subordinates are invited to participate in planning and decision making.
The flow of influence in democratic leadership is shown below:
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Participative
Leadership

Follwer

Follwer

Follwer

Democratic leaders
aders decentralize their authority. he encourages group
discussions with the group and gets ideas and suggestions from employees.
Democratic leadership improves job satisfaction and morale of employees. In
democratic leadership, rewards and involvement are used as primary means
of motivation.
Advantages:
a.
Better decision can be made since ideas and suggestions are considered
in decision making.
b.
Creative, knowledge and experience of subordinates are used in
decision making.
c.
People get job satisfaction and mor
morale.
d.
Two way communications improves understanding between superiors
and subordinates.
e.
Individual abilities can be developed through participation.
f.
Subordinates feel more committed to organisational objectives, and
there is less resistance to managerial actions.
ac
Disadvantages:
a.
Quick decisions not possible, since decision making is decentralized.
b.
Participation may be viewed as a sign of inefficiency; subordinates may
view leaders as incompetent to handle the job or situations independently.
c.
Decisions get diluted, to please everyone.
Comparison between Autocratic and Democratic Leadership Styles
Autocratic Leadership
Democratic or Participative
Leadership
1. Theory ‘X’ leader
Theory ‘Y’ leader
2. Authoritative, Task oriented and
Consultative and permissive.
restrictive.
3. One way communication.
Two way communication.
4. Decision making is centralized,
Decentralized decision making slow
quick decision is possible.
process of decision making.
5. Punishments or threats are used.
Rewards and involvements are used.
6. Subordinates are unaware of
Subordinates are fully aware of
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organization’s objective.
7. Efficient under short run and
emergency conditions.
8.Does
Does not produce satisfaction to
employees.
9. Do not develop team spirit

organization’s objectives.
Efficient on the long run

Provides job satisf
satisfaction and improves
morals.
Develop cooperative spirit among
employees.
10. Conflict between superiors and
Conflicts will be less in participative
subordinates are more.
management.
11. Work is not carried out without
Work is carried out even without the
the presence of boss.
presence of boss.
3. Laissez Faire Leadership - Otherwise referred to as free
free-rein leadership.
This gives complete freedom to the group and he did not provide any
leadership. Leader assumes the role of
of another member of the group. He does
not establish any policy or procedure to do the job. Each member is left
alone. This can function effectively if the employees are sincere and devoted
to work.
The flow of influence in Laissez Faire Leadership is shown
show below:

4) Benevolent autocratic leadership
Here the leader listens to their subordinate’s opinion, but decision is their
own. The variation of the Autocratic leader is the benevolent Autocratic
leadership.
5) Supportive leadership
Here the leaders took up upon their tasks as not only consulting with
subordinates, but also supporting subordinates. The variation of th democratic
leadership is said to be supportive democratic leadership.
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II) Leadership style based on management grid:
Based on ‘Y’ Theory [Blake and Manton's managerial grid] - There are
five types:

1) Improvised style- (1, 1) on the grid (lower left hand corner). Leader is
concerned with neither people nor production, manager have minimum
involvement and stay out of trouble, only act as manager of communicating
information from superiors to sub ordinates
2) Country club Style - (1, 9) on the grid (upper left hand corner). Managers
have high concern for people and low concern for production. Here
subordinates feel secure, comfortable, and relaxed and no one is seriously
concerned about accomplishing organizational goals.
3) Produce or perish style- (9, 1) on the grid (lower right hand corner).
Manager has high concern for production and low concern for people.
Managers do not consider the employee’s personal needs. Managers use their
legitimate and cohesive power to pressure subordinates to achieve the
organizational goals. The style is consistent with theory ‘X’.
4) Middle of the road style- (5, 5) on the grid (point 5,5). Managers have
medium concern for both people and production. Managers seek a balance
between employee's personal needs and organizational objectives.
5) Team style- (9, 9) on the grid (upper right hand corner). Managers have
high concern for both people and production. This theory is consistent with
theory ‘Y’. Managers using this style try to establish a team work.
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III) Leadership style based on Continuum:
Tannebaun and Schmidi’smodel . Ranging from Authoritarian behaviour at
one end to Democratic behavior at the other end
(as illustrated below)
Authoritarian
Democratic
Use of authority by the manager Use of

Manager permits
subordinates to function
within limits defined by
superiors

Manager defines limits,
asks groups to make
decisions

Manager presents
problem, gets suggestions
, makes decisions

Manager presents
tentative decision subject
to changes

Manager presents
decision and invites
questions

Manager sells decision
before gaining acceptance

Manager makes decision
and announces it

Area of freedom by Subordinates

Theories of Leadership: there are three important theories in leadership
I. Trait Theory
II. Behavioural Theory
III. Situational or Contingency Theory.
I) Trait Theory of leadership: Traits are personal characteristics of a leader such as intelligence, values and
appearance. This seeks to identify personal characteristics of a leader
responsible for effective leadership. The researchers are often holding the
view that many traits are inborn which are inherited and some traits are also
the result of skills and knowledge.
Earlier, the research was focused on successful and great leaders and hence
this theory is otherwise known as "Great man theory". This traits theory
also suggested the presence or absence of certain personal traits distinguish
leaders from non-leaders.
Some of the specific traits identified by researchers are:
1) Physical traits - activity, energy, appearance and height
2) Intelligence and ability traits - judgment, knowledge, intelligence and
ability
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3) Personality traits - self-confidence, self-control, enthusiasm, selfmonitoring, creativity innovative, genuineness and originality
4) Work-related characteristics - achievement drive, task orientation,
drive for responsibilities and initiative
5) Social characteristics - supervisory ability, cooperativeness, tactics,
diplomacy, popularity, prestige
Weaknesses of traits theory - identified by researchers are listed below:
I. This theory did not classify the most important traits and least important
traits
II. This theory does not mention the particular traits or characteristics that
distinguish leaders from non-leaders
III. There is no direct relationship between personal traits and success of a
leader
IV. The same traits cannot be applied to every situation
V. This trait theory do no distinguish between traits which are required to
acquire leadership and traits which are needed to maintain leadership
VI. Trait theory do not analyze the behavioural patterns
II) Behavioural Theory of leadership This is also referred as Style theories of leadership.
Researchers have shown interest in the behaviour of the leaders at work rather
than their personal traits. Listed below are the studies on the behaviour of the
leaders.
1) Leadership based on use of authority: - as explained in earlier pages
These are classified into:
a. Autocratic Leadership b. Democratic or Participative Leadership c/ Laissez Faire Leadership - Otherwise referred to as free-rein leadership.
d. Benevolent autocratic leadership
e. Supportive leadership
2) Leadership style based on management grid: Based on ‘Y’ Theory
[Blake and Manton's managerial grid] - There are five types as explained in
earlier pages
3) Leadership style based on Continuum: Tannebaun and Schmidi’s model.
Ranging from Authoritarian behaviour at one end to Democratic behavior at
the other end (as illustrated earlier)
4) Mischigan studies: - studies at Mischigan University which were reported
in 1950 analyzed the behaviour of effective and ineffective managers. the
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researchers have identified a significant difference between them and provide
some clues to leaders behaviour.
Low-producing groups

High producing groups

Job-centered
centered

employee-

They have identified that the managers in charge of high producing groups
are job-centered. The employee-centered leaders give more attention to the
welfare of the employees, exercised less direct supervision and encouraged
employee participation in decision making. The job-centered managers are
less concerned with goal achievement and give more importance to task
needs than employee needs.
5) Ohio State University studies: - Researchers at Ohio State University
identified two major behaviours,
Consideration and Initiating structure.
i) Consideration:  Leaders show care towards workers
 Leader is employee-centered
 Leader considers employee's feelings
 Leaders provide open communications and develop team work
 Leaders are friendly and establish mutual trust
ii) Initiating structure: Leaders take steps to make sure whether work is done or not
 Leader is job-oriented
 Leader assigns work and set goals
Distinguished different behaviours were tabulated below: Consideration
Initiating structure
Is friendly approachable
Tries out ideas in the group
Do little thing to make it fun as a
Let group members know what is
member of group
expected
Give advance notice of changes
Assign workers to task
Willing to make changes
Schedules work to be done
Treating group members as equals Maintaining standards of performance
Rate: - from managers (01) to (05)

01
(Never does)

02

03

04

05
(Always does)

Consideration and Initiating structure.
Ohio State University Research studies
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Consideration and Initiating structure are independent of each other.
A leader may take any one of the following four styles.
 Low Consideration -- Low Initiating structure
 Low Consideration -- High Initiating structure
 High Consideration -- Low Initiating structure
 High Consideration -- High Initiating structure
The Ohio-Research studies found that high consideration-high initiating
structure style achieved better performance and greater satisfaction than the
other styles. However, new research has found that effective leaders may be
high on consideration and low on initiating structure or low on consideration
and high on initiating structure.
6) Harvard University Studies: - Researchers identified two kinds of
leaders. Task leaders and Socio-economic leaders.
a) Task leaders - Task leaders show concern for structuring of work. They
are similar to Ohio University studies, of initiating structure style, and more
concern for work.
b) Socio-economic leaders
Socio-economic leaders show concern for employees. They are similar to
Ohio University studies, of consideration style, and more concern for
employees.
Harvard University Studies suggested that the two leaders are mutually
exclusive.
III) Situational or Contingency Theory.
The theories on specific situation are called contingency approaches or
situational theories. -They are of the following types:A. Fredler's contingency model
B. Path-goal theory
C. Hercy and Blanchard's situational theory
A) Fredler's contingency model:  This model shows that effective leadership is contingent on both the
characteristics of the leader and the situation.
 this model is based on the characteristic approach
There are two types of leaders:1) Relationship oriented leader - he is concerned with developing good
relationships with workers
2) Task oriented leader - he is concerned about workers performance to get
the job done
Leadership situations can be analyzed in terms of three elements:Page 14 of 60
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a) Leader - member relations:  Determines how much workers like and trust their leader
 It is the member's attitude toward acceptance of the leader
b) Task structure:  It is the extent to which worker's task is clear cut
 Clear issues make a situation favourable for leadership
 Creative and ill-defined tasks such as Research and Development have
a low degree of task structure
 Routine and well defined tasks have a high degree of task structure
c) Position power: - It represents the amount of legitimate, reward and
coercive power, a leader has, due to his position
 When position power is strong, the leadership opportunity becomes
more favourable
 When position power is low, the leadership opportunity becomes
unfavourable.
Fredler's contingency model
a) Leader - member
relations

Good
High

Poor
Low

b) Task structure
S - strong
c) Position power
W - weak

S

Kind of leadership
situations

Task oriented
managers (TOM) effective
Very Favourable

High

S

S

W
I

S

W
II

Low

III

W

W
IV

V

VI

VII

Relationship managers (ROM)
very effective

VIII
(TOM)
effective

very unfavourable

From the figure above, it is shown that task oriented leaders are more
effective, when the situation is highly favourable or highly unfavourable.
 When the task structure is high and leader has strong position power
and good relations with members, there is a favourable situation in which
task orientation is more appropriate.
 When the task structure is low and leader has weak position power and
poor relations with members, there is a unfavourable situation in which
relationship orientation is more appropriate.
B) Path-goal theory: •
This theory was developed by Robert. J .House
•
This theory states that the leader smooths out the path towards goals
and provides rewards for achieving them.
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•
The leader establishes the clear path through which the subordinates can
achieve both personal and work-related goals.
The path-goal approach provides four types of leadership behaviour. They
are: 1) Directive leader: •
When the task is very clear a high level of directive leadership is not
required.
•
When the task is complex, directive leadership is necessary
2) Achievement oriented leader: •
Leader sets very challenging goals
•
Leader believes in worker's ability
•
This leadership is suitable when the subordinates have non-repetitive
assignments
3) Supportive leader: •
Leader looks out for subordinate's best interest
•
Leader is friendly and approachable
4) Participative leader: •
Leader encourages subordinates participation in decision making
process
•
Leader gives subordinates a say in matters that affect them

Path -goal theory
Leader defines what follower must do
to attain work outcomes

Leader understands
follower's needs

Leader clarifies followers
Work role

Leader matches follower's needs to
rewards if work outcomes are
accomplished

Follower has increased
Knowledge and confidence
To accomplish outcomes

Follower is motivated

Follower displays increased
Effort and motivation

C) Hercy and Blanchard's situational
theory
Organizational
outcomes Are accomplished
This theory focuses an attention on the characteristics of employees in determining the
leadership behaviour.
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low

R4

R3

R2

R1

Able
and
willing

Able
but
u/willing

U/able
But
willing

u/a
and
u/w

Follower

Leader

directed

directed

R Low readiness

Task behaviour
(Low)

(High)

This diagram above explains four types of leadership styles
Telling style (S1):  This type is for low readiness of subordinates
 People are unable and unwilling to take responsibility for their own task
behaviour
Selling style (S2):  This type has moderate readiness of subordinates
 Delegating is appropriate for employees
Participating style (S3):  This type has moderate readiness of subordinates
 leader share ideas with subordinates
 subordinates take part in decision making
Delegating style (S4): This type has high readiness of subordinates
 delegation of employee is more
Motivation:
The process of inspiring actuating the workers to accomplish the objective is
said to be as Motivation. Motivation creates a sense of responsibility and
special interest on work. Motivation leads to higher level of productivity and
inspires people to work effectively and efficiently. Motivation is defined as
"those forces operating within the individual employee or subordinate who
impels him to act or not to act in certain ways". Motivation is mainly
psychological. Motivation can be positive, based on rewards or negative,
Page 17 of 60

www.vidyarthiplus.com

www.vidyarthiplus.com
Mechanical Engineering / III Year / VI Semester, Faculty: CR.SANKARAN
Subject: Principles of Management, UNIT - 4 & 5 - Directing & Controlling

based on fear due to punishment. Motivation of each individual changes from
time to time. Motivation is based on the needs of a person.
Motives (Needs) are classified into:
 Primary needs: Physiological requirements such as food, sleep, water
and shelter.
 Secondary needs: self-esteem, status, affection, accomplishment and
affiliation with others.
Motivational Theories:
1) McGregor’s assumptions: theory X and theory Y
Theory X assumptions:
 Employees are fundamentally lazy.
 Employee inherently dislikes work, whenever possible, will avoid it.
 They lack ambition and dislike responsibility.
 They must be controlled, directed or threatened with punishment to
achieve organizational objectives.
 They are by nature resistant to change and they are not very bright.
 Employees are indifferent to organizational goals or objectives.
These are negative views are termed as theory ‘X’. Theory X is persistence
and rigid.
Theory ‘X’ suggests that managers are required to control or threaten
employees in order to motivate them.
Theory 'Y' assumptions:
 Employees like work and view work as being as natural as play or rest.
 Employees are need not to be controlled or directed so long as they are
committed to the organizational objectives.
 Under proper conditions employee will accept, even seek responsibility.
 Employees are able to exercise imagination and creativity in the
solutions of organizational problems.
 The degree of commitment to objective is in proportion to the size of
reward associated with the achievement.
Theory ‘Y’ is optimistic dynamic and flexible. It is basically a process of
creating opportunities, removing obstacles, encouraging growth and
providing guidance. It also provides two way communication, participative
management, decentralization and delegation of authority, emphasis on selfcontrol, self-responsibility and self-discipline, emphasis on satisfaction of
higher level needs and maximum scope of management development
programs.
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Theory ‘X’ and Theory ‘Y’ results in hard and soft management,
respectively.
The hard approach may produce resistance. The soft approach may result in
Laissez-Faire management.
Maslow’s Hierarchy of need theory:

1.
Physiological needs:- These include the needs for food, water, shelter,
sleep and sex. Until these needs are met and satisfied, the satisfaction of other
level needs will not motivate people. Nothing else becomes more important
until these needs are satisfied.
2.
Safety needs:- once the physiological needs are satisfied, the safety
needs become significant. It represents the need for stable environment free
from threats (fear of losing a job, fire, accident or murder). This also includes
provision for old age, insurance and safer working conditions.
3.
Social needs (or Belonging needs): - this represents need to love and
to be loved. They include affection, friendship, affiliation and status within a
group. When employees’ physiological and safety needs are satisfied, social
needs becomes significant motivators of behaviour.
4. Esteem needs (or Ego needs or Status needs): - this include the
employee’s need for self-respect and esteem (respect) from others. This need
produces satisfaction such as power, prestige, status and self-confidence.
These needs can be satisfied through a very good organizational climate,
rewards, praises and promotions.
5. Self-Actualization needs:- this need never has been defined either by
Maslow or by subsequent theorists. This is the need for self-fulfillment. It
involves realizing one’s own potentialities, capabilities for continued selfdevelopment and self-fulfillment. It is a personal achievement. Such
achievements provide more satisfaction to a person.
Page 19 of 60

www.vidyarthiplus.com

www.vidyarthiplus.com
Mechanical Engineering / III Year / VI Semester, Faculty: CR.SANKARAN
Subject: Principles of Management, UNIT - 4 & 5 - Directing & Controlling

The specialty of Maslow’s theory is that the needs arise in a certain order of
preference.
Physiological and safety needs are called a lower-order needs, and social,
esteem and self-actualization needs are called a higher order needs. The
higher order needs are satisfies internally where as lower order needs are
satisfied externally.
Even though Maslow’s hierarchy of needs theory is accepted by many
industrial psychologists, it is still subjected to lot of criticism. The
experiments in Europe and Japan revealed that this theory does not apply
effectively to their executives. Most of the American workers do not confirm
to this theory as they do not very much bother about their psychological and
safety needs.
Herzberg’s Motivation- Hygiene Theory ( two factor model)
He concluded that certain factors tend to lead a job satisfaction, whereas
others lead to dissatisfaction. The former he referred as ‘Motivators’ or
‘Satisfiers’ the latter is referred as Hygiene factors (dissatisfiers).
Common Motivators (or satisfiers) are:

Achievement

Recognition

Advancement

Personal growth

The work itself

Challenging work
The important Hygiene factors (dissatisfiers) are:

Salary

Working conditions

Company policy and administration

Job security

Status

Interpersonal Relations- Supervisions
Three types of models are:
a) Traditional Model

Satisfaction

Dissatisfaction

b) Herzberg’s mode
Present
Satisfaction

Motivators
not present
No satisfaction

Hygiene Factors
Present
not present
Dissatisfaction
No Dissatisfaction

McClelland’s needs theory of motivation:
1) Need for power (n/PWR)
2) Need for affiliation (n/AFF)
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3) Need for achievement (n/ACH)
Each people posses these motives in varying degrees. However, one of the
needs will tend to be more characteristics than other two.
1) Need for power (n/PWR): - people with a high need for power have a
great concern for exercising influence and control over others. Such people
have the desire to dominate others, to be responsible for others, and to hold
authority over them. Generally, they like leadership; they are good
conversationalist, argumentative; they are forceful, outspoken and
demanding; and they enjoy teaching and public speaking.
2) Need for affiliation (n/AFF): - people with high affiliation give
importance to inter-personal relationships and they have the desire to
maintain warm relationships with others. They want to be loved by others and
they tend to avoid pain of being rejected by a social group. They respect
feelings of other and are ready to help others in trouble and enjoy friendly
interactions with others.
Social relationships are more important for them than task accomplishment.
They are motivated by jobs that demand frequent interaction with fellow
employees.
3) Need for achievement (n/ACH): - people with high need for achievement
have an intense desire for success and equally intense fear of failure. They
have the desire to accomplish difficult tasks, to solve difficult problems, to do
things more efficiently, and to master complete tasks. Such people are goal
oriented, seek a challenge and desire feed back in their performance. They
tend to be restless, like to work long hours and tend to like to run their own
shows.
How McClelland's theory applied to managers
McClelland found that president of small companies have very high
achievement and motivation. In large companies, chief executives are
average in achievement, and often strong in power and affiliation. Managers
in the upper middle management rated higher in achievement motivation.
every company should probably have managers who posses fairly strong
achievement motivation, also have a high need for affiliation.
Expectancy theory of motivation: (Volts Vroom)
According to Vroom, people will be motivated to do things to reach a goal.
This theory explains how a person perceives the relationships between effort,
performance and rewards. Vroom introduced three factors based on the
individual's perception: Expectancy; Instrumentality; Valence
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Expectancy: - it is the perception that a particular action will produce a
particular outcome
Instrumentality:- it is the perception that an individual receives desired
rewards for an effective performance
valence:- it is the perception that attractive rewards are potentially available.
(Example) increased salaries or promotion.
These three factors combine together to create a driving force (Force), which
motivates an individual to put in effort, achieve an effective performance, and
obtain rewards at the end.
Vroom suggested the formula: Motivation (Force) =
Expectancy
x
Valence
However, effort alone will not lead to effective performance. The other
factors such as personality, knowledge and skill and the way in which he
perceives his role affects the performance.
Rewards may be put into two categories: (i) Intrinsic
(ii) extrinsic
(i) Intrinsic rewards are those gained from fulfilling higher level needs
such as self-esteem and personal growth.
(ii) Extrinsic rewards are provided by the organisation such as pay,
promotion and working conditions.
When a person is indifferent about achieving a certain goal, a valence
(reward) of zero occurs. There is a negative valence when the person would
not achieve the goal. In either case, people will not be motivated.
Expectancy theory of motivation: (Volts Vroom)
Individual Characteristics

Extrinsic

Perception- Effort will lead
to effective performance
(Expectancy)
Perception – Effective
Performance will lead to
rewards (Instrumental)

Effort

Perception

Rewards

Perception- Attractive
Rewards are available
(Valence)

Role Perception

Intrinsic

Porter and Lawler provided a more complete model of motivation
From this Model we can understand
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Actual Reward > Perceived Reward
Actual Reward < Perceived Reward

Satisfaction
Dissatisfaction

Stacey Adam’s Equity Theory:Basis of Equity theory is that people make comparison between themselves
and others in terms of input (what they invest in their work) and output (what
outcomes receive from it) accordingly
Input factors include efforts, experience, and education.
Outcomes are the rewards.
Outcomes by a person
Outcome by another person
Input by a person
Input by another Person
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This theory states that when people perceive that they are inequitably
rewarded, they experience 'equity tension' and as a result they can be
dissatisfied, change their inputs (providing less efforts); change their
outcomes or changing their perception (to work more) or quit the job. If
people perceive that rewards are equitable, their motivation level will not be
affected. If people perceive that their rewards are greater than equitable, then
they are motivated to do work
The equity theory suggests that people are not only interested in rewards, but
they are also interested in the comparative nature of the rewards, such
comparison is best applied to extrinsic rewards, such as pay, promotion,
pension arrangements, company car and similar benefits. Equity theory
cannot be applied to intrinsic rewards such as personal growth and esteem
needs.
Skinner’s behavioralist- Reinforcement Model
This theory is concerned with employee's behaviour, not with perception.
This explains distinction between reinforcement and punishment.
Reinforcement may be Positive or Negative. Positive reinforcement means
rewarding the desired behaviour. Negative reinforcement means removal of
unpleasant situation in the work place thereby getting the desired behaviour.
Punishment produces Negative results and hence to be avoided as a principle
means of achieving desired performance.
This theory is not concerned with motivation or what motivates the
behaviour, but it is concerned with the control of behaviour.
According to reinforcement theory,
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(i) Reinforcement should be intermittent rather than constant reinforcement.
Rewarding the desired behaviour intermittently is more effective than
rewarding the desired behaviour at all times.
(ii) Desired behaviour of the employee must be obtained by positive
reinforcement
(iii) Punishment results in undesired behaviour. hence it should be avoided
(iv) Performance improvement must be rewarded with external sources.

Clayton Alderfer’s Erg Theory of Motivation:
This theory recognizes Maslow's Satisfaction-Progression hypothesis, but
also contains Frustration-Regression hypothesis.
The Frustration-Regression hypothesis states that employees are frustrated
because the job does not provide a creative outlet. The frustrated employee
stop pursuing satisfaction of growth needs at work. Instead, he regrets to
pursue activities that satisfy his relatedness needs. When the employee is
given an opportunity to develop a new creative skill, he will be satisfied and
he progress towards higher level needs.
Alderfer has tried to rebuild the hierarchy of needs of Maslow into another
model named ERG (Existence – Relatedness – Growth)
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Frustration-Regression

Satisfaction-Progression
Growth Need

Relatedness Needs
Existence Needs

The needs in ERG Theory are classified into three types.
1. Existence needs:- these are similar to Maslow's combined physiological
and safety needs of food , shelter, pay and working conditions
2. Relatedness needs:- this is similar to Maslow's social needs to establish
interpersonal relationships with friends, supervisors, subordinates and
coworkers.
3. Growth needs: - they are similar to combined Maslow's esteem and self
actualization needs to be creative, to make important contributions and to
have opportunities for self personal development.
The major conclusions of this theory are:
 In an individual, more than one need may be operative at the same time.
 If a higher need goes unsatisfied than the desired to satisfy a lower need
intensifies
 It also contains the frustration – regression dimension.
Morale :
It is the attitude of satisfaction. High morale results in increased productivity,
reduced labor turnover, absenteeism and accidents. High morale generally
indicates willing cooperation for the attainment of the objectives.
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Happiness, Cordial and confidence represent high morale.
Poor, Restless, irritated and dissatisfied behaviour represent low morale.
Motivation Techniques:
Factors to be considered for setting motivational system
1) Adequacy- motivational system to cover all employees
2) Flexibility – the system to be flexible for changes to take place
3) Related to efforts – Rewards to be directly related
4) Analysis of motives – the system to analyse the factors which motivates
the employee behaviour
5) Simplicity – to be simple and be understood by the employees
6) Blending – system should be a fine blending of Motives of employees
and the goals of the organisation.
Motivational Techniques:
1) Incentives: - rewards in proportion to their contribution towards the
achievement of organisational objective or goal ; may be of either positive
(include pay, promotion, etc) or negative (include punishment, de-promotion
and suspension); monetary incentives or merit system - (i) individual
incentives schemes, (ii) group incentive schemes
2) Non monetary incentives- job security, Responsibility, status,
authority, recognition for merit, Work environment and organisation climate.
3) Participation in management – this gives people a sense of
accomplishment. Participation of employee in planning and decision making
results in greater success of the organization.
4) Quality of working life (QWL) – it refers to the quality of relationship
between employees and the total working environment. It is the degree to
which work in an organization contributes to material and psychological well
being of its members. Broadly the definition of QWL involves four major
parts: Safe Work Environment, Occupational Health Care, Suitable Working
Time, and Appropriate Salary.
5) Modified work schedule- 4 days work/week:- provides opportunities
to meet employee’s higher order needs; flexible time schedule:- employee
can select his own working time except for the core timing, which is
compulsory for the employee to work during that period ;job sharing:- two or
more employees share the same job, allowing part-time workers to work only
for the part of the day.
6) Job enrichment
 Unique aspects of job Environment:
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 Based on the assumption that interesting and challenging work can be a
source of employee satisfaction and involvement.
 In order to motivate employees, job itself must provide opportunities for
achievement, recognition, responsibilities and growth.
 Managers are advised to remove some of his controls, while retaining
accountability.
 Enriched job must provide feeling of autonomy freedom to workers.
 Provide more authority and more control over to job situation to
workers.
The motivator involved for different enrichments are given tabulated below:
Job enrichment
Motivator involved
1. Giving a person a whole unit
Responsibility, achievement and
(division area, module, district, etc)
recognition
2. Assigning specific and specialized Responsibility, growth and
task to individuals, enabling them to
advancement
become experts
3. Making periodic reports directly
Internal recognition
available to the worker rather than to
the supervisor
4. Increasing the accountability of
Responsibility and recognition
individuals for their work
Limitations of job enrichment: 1.
Many workers do not like to take more responsibility or involvement at
their workplace
2.
Some jobs cannot be enriched beyond a certain limit
3.
Job enrichment is impractical in many cases because such jobs are not
structured
4.
Sometimes job enrichment programme can create a negative impact on
some workers and results in feelings of inadequacy, fear of failure and
dependency
5.
Specialized machines such as CNC machines, Robotics, AGV and
Transfer machines can only be operated by highly skilled and trained
workers. In such cases, job enrichment is not meaningful.
6.
Labour unions may give constant resistance to job enrichment
programme. They will thrive on conflict with management at the time of
implementation of job enrichment programmes.
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7.
In job enrichment programmes, we provide more emphasis on workers
but we have forgotten managers and supervisors. They feel that their
responsibility and authority is shared among workers.
8.
Cost of making changes is quite high
9.
Improper understanding of the job enrichment concept will end in
failure after its implementation
10. Sometimes job enrichment is imposed on workers so they do not want
it.
11. Job enrichment can be applicable for low skill level jobs and not
applicable for high skill level jobs
12. Job enrichment is a slow and a difficult process
13. Managers are already having certain degrees of challenge and
accomplishment. They would be enriched more than they are, by
management techniques such as MBO, concentrating on policy related
matters and introducing more status symbols in the form of titles and office
facilities.
Steps to make job enrichment more effective:1.
Organization must have a clear understanding of needs of employees
2.
Initially, use the job enrichment selectively after analyzing job
characteristics, individual behavioural characteristic, organizational level, etc
3.
Provide an organizational climate to give workers more opportunity to
offer their suggestions leading to innovation and change
4.
In job enrichment programme, employee must have faith and belief that
that their superiors are concerned really about their welfare
5.
Develop the skills of the participants to carry out decision making and
goal setting responsibilities without frustration
Communication:Process of transmitting ideas
Importance of communication:
 Basis of planning.
 Basis of decision making.
 To perform managerial function effectively.
 To facilitate coordination among workers.
 To facilitate understanding between superiors and subordinates.
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Communication process:

1. Sender / Source

2.

Message

3. Encoder / Encoding:: the following five principles are used to make the encoding
easier.

Relevancy – make the message meaningful and carefully select words, symbols or
gestures to be used

Simplicity – simplify the codes and reduces the number of words and symbols

Organization – arrange the message as a series of points to avoid
misunderstanding

Repetition – this is important in communication. Restate the key points of the
message atleast twice.

Focus – on the key points of the message
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4. Channel - this acts as a link between sender and receiver. The encoded message is
sent through a channel or media. This encoded message is transmitted through a channel
such as memorandum, telephone, fax, television or internet.
Voice signals, gestures, and other visual informations can be transmitted through
television. But telephones transmit only the voice signals.
Proper selection of the channel essential for effective communication. People can use
two or more channels at a time

Information Richness of different channels: the information richness refers to the
message-carrying capacity of the channel. The information richness is shown below:
Channel
Face to face Discussion
Telephone Conversation
Written letters / Memos
Written Documents (notices)
Numerical Documents( Budgets)

Information Richness
Highest
High
Moderate
Low
Least

5. Receiver
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6. Decoder / Decoding:

7. Understanding: - after decoding the message, the message must be understood in
the same sense with which it was sent. This mainly depends upon the minds of both
sender and receiver. People with closed minds cannot understand the meaning of
messages.
8.
Feedback: - it is the reversal of communication process. Here receiver sends the
message (feedback) to the sender. Feedback is necessary to know whether the message
has been understood by the receiver in the right perspective or not.

9. Noise: (Example)

Environment may hinder the development of a clear thoughts or an idea.

Faulty encoding due to complex symbols.

Interruption to the communication channel.(example: in a telephone)

Inattention results in accurate reception.

Faulty decoding due to wrong meaning of attached symbols or words.

obstruction in understanding

incorrect gestures or postures
Forms of Communication:
1)
Based on flow (H) (D)
2)
Based on Channels – Formal, Informal (grape Vine)
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3)
Based on Expression- (written , oral, Nonverbal)
1. Based on Flows of communication:
1. Downward communication
2. Upward communication
3. Horizontal communication
4. Diagonal communication

1.1. Download communication: - flows from higher level to lower level as per
hierarchy; organization chart shows the flow of authority and channel; media used for
oral include instruction, speeches, meetings and telephone conversations; media used for
written include memorandum, letters, pamphlets, handbooks, policy statements,
procedures and electronic news displays; sometimes the communication get distorted; it
is time-consuming process.
1.2. Upward communication – flows from lower levels to higher levels in the
hierarchy. Upper management is interested in knowing production performance data,
marketing information, financial data of the firm, and opinion and suggestions,
grievances and complaints from lower level employees. Sometimes, this flow is
hindered by managers who filter the messages and do not transmit all the information
especially unfavourable news to their bosses. Upward communication is possible in
participative management and democratic organizational environment. This
communication can be introduced through suggestion systems, joint settings of
objectives, group meetings, informal communication (grape vine) and the ombuds
person. Thus upward communication channels allow employee’s participation in
decision making and provide feed backs to the management.
1.3. Horizontal communication – flow of communication between managers in the
same level of the organization for coordinating their activities without referring to their
superiors. Hence actions can be quickly taken and superiors also relieved from
overburden.
1.4. Diagonal communication- also known as crosswise (or lateral) communication.
The flow of information among persons at different organizational levels who have no
direct reporting relationships with one another is said to be the diagonal communication.
This does not follow organizational hierarchy. The main advantage is increased speed of
communication flow, improved understanding between sender and receiver and greater
coordination to achieve organizational objectives. This may be in the form of oral or
written and occurs when individual members of different departments are grouped into
task team or project organization. The information flow will be highly technical or task
oriented and this results in better communication. This should be encouraged whenever
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it is appropriate and subordinates must inform their inter departmental activities to their
superiors.
2. Based on Channels – Formal, Informal (Grapevine)

2.I. Formal communication: - this is the system set down by the
management in which all the instructions, orders, and messages are
communicated through the organizational hierarchy. The organization chart
shows the direction of flow. Normally, the communication flow is upward,
when it takes place between sub-ordinates and superiors; the communication
flow is downward ward, when it takes place between superiors and subordinates; the communication flow is diagonal or lateral, when it takes place
between one division and another division of an organization; formal
communication may also arise between the organization and outside parties
(example: suppliers, customers, governments, consultants, advisors, etc)
The formal communications networks are classified in to four types: -

-

Wheel / Star

-

Chain

Y Type

-

-

-

-

Circle

2.I.1 Wheel or Star networks represent an administrator and five
subordinates with whom he interacts
2.I.2 In Y-Type network, two subordinates report to the superiors
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2.I.3 In the Chain network, communication takes place only upward
/downward and across organizational lines.
2.I.4 In Circle network communication, it takes place between superiors and
subordinates with cross communication at the operative level.
2.II. Informal (or Grapevine) communication: - Informal communication
takes place without following the formal lines of communication and is
otherwise known as Grapevine because it spreads throughout the
organization with its branches going out in all directions disregard of the
level of authority. This can be used as a positive tool to send information
rapidly to test the reactions of the employees before announcing a final
decision and obtain valuable feedback. This communication, normally not
created by the management and usually not in the control of the management.
This cannot be easily destroyed and the speed of this communication through
grapevine is faster than any formal channels. This also carries rumours,
gossips and can affect employee morale and organizational effectiveness.
Normally, manager can never eliminate the grapevine and hence should learn
to use it positively.
The informal communications networks are classified in to four types: 2.II.1Single Chain Grapevine: - one person transmits to another and so on
through the chain.

Gossip Grapevine
2.II.2 Group Gossip Grapevine: - here, one person transmits to many
people who are interested in getting such information, but information may
not be job related.
2.II.3 Probability Grapevine: - the information is passed on at random and
those people in turn tell others at random.
2.II.4 Cluster Grapevine: - each individual passes information to several
others.
A grapevine is always in the oral form and people, actively involved in
grapevine communication are known as ‘liaison individuals’. This type of
communication is not a reliable source of information and can carry rumours
(a rumour is the negative by-product of grapevine) and can also carry
distorted information or false propaganda,
3.Based on expressions (Written, oral, and non-verbal communication)
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Communication over long distance usually takes place through verbal
(words) may be either written or oral.
3.1 Written Communication:- examples are internal memos, letters,
formal reports, minutes of meetings, statement of accounts, invoices,
bulletins and notices placed on notice boards. Even now, written
communication has not been replaced by the recent development n the
communication techniques.
Advantages:
 Provides a permanent record.
 Less susceptible to misinterpretation.
 Visible
 Less easy to deny
 Official and more effective.
 Can be carefully prepared and then directed to large audience through
mailing
 More uniform and highly accurate.
 Can reduce cost sometimes.
Disadvantages:
 Take larger time to prepare.
 Sometimes party expressed by some ineffective letters.
 Provide no immediate feedback.
3.II Oral Communication:- face-to-face forms and involves conversations.
This can also be made through telephones, intercoms, dictating machines, etc.
in industries, the orders, instructions, lectures, counseling are given through
oral communication and it can be formal or informal, planned or accidental.
In most of the organization, the greater percentage of information is
communicated orally.
Advantages:
 Enables to see immediate response.
 Provides immediate feedback
 People can ask questions and clarify Points.
 Meeting with superiors , Given feelings of importance to subordinates.
 Develops a friendly environment , cooperation and team spirit
 More suitable under emergency conditions.
Disadvantages:
 Creates legal difficulties as there is no Evidence.
 May be time consuming.
 Not accurate and rest free from defects.
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 Less effective and also subjects to misinterpretations.
3.III Nonverbal communication :- Neither in oral format nor in a written
format. It does not involve words. Smile, Gesture, Body language, facial
expression, physical appearance and a Fist are the examples.
Body Language
Interpretations
Facial Expression frown
Displeasure, unhappiness,
Smile
friendly, happiness,
Raised eye brows,
amazement.
Eye contact –
enhancing
interest,
Steady
active listening, interest
Gestures pointing fingers;
Authority
Arms at side
relaxed.
Body posture Sitting on edge of chair
Listening, great interest
Slouching in chair
boredom
Barrier of communication:
1.
Lack of planning.
2.
Semantic distortion ( Dual meaning)
3.
Selective perception (Filtering)
4.
Fear and emotions.
5.
Distrust and threat.
6.
Timing of communication.
7.
Overloading of communication – no of ways are: omit certain
information; Make errors in processing the information; Make delay in
processing the information; Quantity is more and cannot concentrate on
quality; Distort the information.
8.
Loss of Transmission & poor retention.9.
Status symbols.
10.
Poor listening and primitive evaluation.
11.
Poorly expressed messages.
12.
Un-clarified Assumptions.
13.
Faulty organization.
14.
Barriers with international environment.
Overcoming Barriers to Effective communication
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1.
Regulate the flow of information.
2.
Encouragement feedback.
3.
Listen actively.
4.
Simplify the language.
5.
Constraint negative emotions.
6.
Use nonverbal cues.
7.
Use the grape vine as a positive tool.
Guidelines for effective communication
1.
Clarify your ideas before communication.
2.
Examine the true purpose of communication.
Consider the physical and human setting in which communication will
3.
take place. (Privacy, much disturbance)
4.
Consult with others, when appropriate, in planning communication.
5.
Be mindful of the nonverbal messages you send.
6.
Take the opportunity to convey something to the receiver.
Follow up the communication.
7.
8.
Communicate for tomorrow as well as today.
9.
Be sure actions support communication.
10. Seek not only to be understood but to understand.
Guidelines for active listening
1.
Stop talking, to listen.
2.
Allow the talker to express his ideas and opinion.
3.
Show the talker what you want to listen.
4.
Remove distractions.
5.
Avoid prejudging, listen just and make judgment later.
6.
Be patient.
7.
Hold your temper.
8.
Go easy on argument and criticisms.
9.
Ask questions.
10. Attend to both verbal and nonverbal cues.
Electronic Media in communication:
1. Telecommunication [optic cables, microwaves etc]
Devices
1) Telephone
2) Voice mail system
3) Electric bulletin boards
4) Fax machine
5) Cellular phones
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Advantages:
 Faster than conventional method.
 Over longing distance is possible.
 Productivity will be move.
 Inter-phase conversation, manager can clarify doubts and he can come
to conclusion.
 Quality of transmission is high.
Disadvantages:
 Initial cast is high for equipment’s.
 Equipment fault directly affect communication.
 Delay may occur due to heavy traffic in the network.
 Quantity of information is less compared to other electronic media.
2. Teleconferencing: Combines television and telephone technology.
Advantages: Reduces travelling time and expenses.
 Conferences con be arranged at any time.
 Communication over faraway places is possible.
 Management decision making becomes easy.
 Information flow is much faster.
Disadvantages; Very expensive method; Equipment fault results in failure.
3. Electronic mail (e-mail):Text information is communicated from sender computer to receiver
computer.
Advantages: Inexpensive; No need to wait longer for a long time.
 Not need to give messages to secretaries or telephone operators to send
or receive; Improve productivity, since reduction of paper works; Mass
mailing to a group of employees can be possible.
Disadvantages: Only written messages; No feedback is given by the receiver,
immediately.
 Receiver read the message at his convenience; hence urgent message
cannot be communicated.
 Overloaded with junk mail or bulk mail; Over-enthusiasm to use e-mail
creates misconduct; Delay due to heavy traffic in the network.
4. Internet: - an international network of computers, cables and satellites
which enables millions of computer users to communicate with each other.
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Due to the revolution in the field of electronic communication in the last
centuary, led to the development of email, World Wide Web, e-commerce
and e-recruiting.
4.1 World Wide Web (www) - here, the information is published and
stored on powerful central computer
4.2 Intranet -- within organization, enabling the staff to assess information
stored on the central server and can communicate with each other. Access is
restricted to only employees and requires the use of user name and password.
4.3 E-Commerce - sales of product is done through the internet. To
purchase a product, a customer has to assess the particular web page and the
web page contains a catalogue of products. After selecting a particular
product, he can give orders using credit cards.
4.4 E- Recruiting - this software works like an advanced search engine
scans the key words in applicant’s resume. If the key words are not available,
the candidate cannot be and would not be interviewed. This reduces the time
required for filling vacant positions/jobs.
Advantages of internet – Faster method easier decision making; managerial
decision making is easier and quicker. Managers can get huge amount of
information from the World Wide Web.
Disadvantages of internet – privacy of information sent is limited; hackers
can enter into the computer and create troubles; virus from other computers
can distort the stored files in the computer; the establishment cost is high,
requiring computer, modem, cables, etc.; message received from www is only
a data and hence the required information for decision making are to be
decoded.
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UNIT – V, CONTROLLING
9 classes
Process of controlling – Types of control – Budgetary and non-budgetary
control techniques – Managing Productivity – Cost Control – Purchase
Control – Maintenance Control – Quality Control – Planning operations.
Definition:Control is the process through which managers assure that actual
activities conform to planned activities.
Managerial control implies measurement of accomplishment against the
standard and the correction of deviations to assure attainment of objectives
according to plan.
Nature and purpose of control:  Control is an essential function of management
 Control is an ongoing process
 Control is forward-working because past cannot be controlled
 Control involves measurement
 The essence of control is action
 Control is an integrated system
Controlling process: Controlling process measures the current
performance and compares with the predetermined standards. The steps in
basic control process is
1. Establishing standards: - this is the first step. Standard means criteria of
performance. Standards are yardsticks for controlling current activities.
Standards should be expressed in verifiable terms. Standards are classified
into Quantitative standards; Qualitative standards
Quantitative standards expressed in numerical terms and are further
classified into:a) Productivity standards for operation, expressed in number of products/units
produced per hour, production per day, grams of scrap per product, etc.
b) Cost standards in monetary terms, concerned with cost of
manufacturing/making products expressed as cost standards as labour cost
per product, material cost per product, overheads per product, etc.
c) Time standards concerned with time period required o complete a product,
expressed as machine hours required to make a product, number of days
required to complete a project, etc.
Qualitative standards - this is the criteria of performance, expressed in
qualitative terms. Setting of qualitative standards is a difficult process and
also measuring the quality standards is difficult.
Standards must be consistent with the strategy.
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2. Measure actual performance –
 Recording and reporting of actual performance is an important activity
in any control function
 Reports such as operating statements, expenditure reports, cash flow
statements, profit and loss statements, balance sheet are prepared by finance
and accounting department
 Accurate reporting of actual performance increases the value of the
control system
 Recent improvements in data processing increase the speed of preparing
reports
 Measuring the performance in qualitative terms is very difficult
 Most organizations prepare formal reports of quantitative performance
that managers review periodically (daily, weekly, monthly as per
requirement)
3.
Compare actual performance against standards:  Compare the criteria of performance with actual performance and
determine the deviations in activities
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 When comparing actual performance against criterion, most
organizations take corrective action only when the deviation is significant,
otherwise no action is required. This principle is also known as “management
by exception”
 Techniques such as chart, mathematical techniques, trends and ratios
can be used for comparing actual performance against the criterion.
 The purpose of comparing actual performance with criterion is not only
to identify the mistakes but also to find the cause of the problem.
Comparing actual performance against standards (criterion)
S= Standard P= Actual Performance
Deviation

s

P

s

P

4.
Take corrective action;  The purpose of any control system is not only to identify the deviation
but also to take corrective action
 Managers can take two types of mistakes while taking corrective action
i)
Take action when no action is needed
ii) Take action when no action is needed
 Corrective action may be in the form of additional training to workers
or establishing new equipment/ process
 Corrective action can also be in the form of encouraging employees to
work harder, redesigning the production process, hiring additional
employees, firing working people, or reformulating the objectives
Barriers for controlling: - There are many barriers, most important are:
 Control activities can create an understandable over emphasis on shortterm production as opposed to long-term production
 Control activities can increase employees' frustration with their jobs and
thereby reduce morale. This reaction tends to occur primarily where
management exerts too much control
 Control activities can encourage the falsification of reports
 Control activities can cause the perspectives of organization members to
be too narrow for the good of the organization
 Control activities can be perceived as the goals of the control process
rather than the means by which corrective action is taken
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Requirements for effective controlling: The requirements for effective control are: a. Control should be tailored to plans and positions - this means that the
control techniques and systems should reflect the plans they are designed to
follow. this is because every plan and every kind and phase of an operation
has its unique characteristics
b. Control must be tailored to individual managers and their
responsibilities - this means that controls must be tailored to the personality
of individual managers.
This because control systems and information are intended to help individual
managers carry out their function of control. If they are not a type that a
manager can or will understand, they will not be useful.
c. control should point up exceptions as control points - this is because by
concentration on exceptions from planned performance, controls based on the
time honoured exception principle allow managers to detect those places
where their attention is required and should be given. However, it is not
enough to look at exceptions because some deviations from standards have
no meaning and others have a great deal of significance.
d. control should be objective - this is because when controls are subjective,
a manager's personality may influence judgments of performance inaccuracy.
Objective standards can be quantitative such as costs or man hours per unit or
date of job completion. They can also be qualitative in the case of training
programs that have specific characteristics or are designed to accomplish a
specific kind of upgrading of the quality of personnel.
e. control should be flexible - this means that control should remain
workable in the case of changed plans, unforeseen circumstances, or outright
failures. Much flexibility in control can be provided by having alternative
plans for various probable situations.
f. control should be economical - this means that control must worth their
cost. Although this requirement is simple, its practice is often complex. This
is because a manager may find it difficult to know what a particular system is
worth or to know what it costs.
g. control should lead to corrective actions - this is because a control
system will be of no benefit if it does not lead to corrective action. Control is
justified only if the indicated or experienced deviations from plans are
corrected through appropriate planning, organising, directing and leading.
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Types of control systems - The types of control systems can be classified
into three types namely feed-forward, concurrent and feedback control
systems.

Input

Feed-forward
Control

Process

Output

Concurrent
Control

Feedback
Control

a) Feed-forward controls: - they are preventive controls that try to anticipate
problems and take corrective actions before they occur. Example - a team
leader checks the quality, completeness and reliability of their tools prior to
going to the site.
b) Concurrent controls: - they (sometimes called as screening controls)
occur while an activity is taking place. Example - the team leader checks the
quality of performance of his members while performing.
c) Feedback controls: - they measure activities that have already been
completed. Thus corrections can take place after performance is over.
Example - feedback from facilities engineers regarding the completed job.
Budgetary control
Definition: - Budgetary control is defined as "the establishment of budgets,
relating the responsibilities of executives to the requirements of a policy, and
the continuous comparison of actual with budgeted results either to secure by
individual action the objective of that policy or to provide a basis for its
revision.
Salient features: a. objectives: - determining the objectives to be achieved, over the budget
period, and the policy(ies) that might be adopted for the achievement of these
ends.
b. activities: - determining the variety of activities that should be undertaken
for achievement of the objectives.
c. Plans: - drawing up a plan or a scheme of operation in respect of each
activity, in physical as well as monetary terms for the full budget period and
its parts.
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d. Performance Evaluation: - laying out a system of comparison of actual
performance by each person / section or department with the relevant budget
and determination of causes for the discrepancies, if any.
e. control action: - ensuring that when the plans are not achieved, corrective
actions are taken and when corrective actions are not possible; ensuring that
the plans are revised and objective achieved.
Classification of Budgets: i) Based on time period: a) Long-term Budget: - Budgets which are prepared for period longer than a
year are called long-term budgets. Such budgets are helpful in business
forecasting and forward planning.
Example - Capital Expenditure Budget and R & D Budget.
b) Short-term Budget: - Budgets which are prepared for period less than a
year are known as short-term budgets. Such budgets are prepared in cases
where a specific action has to be immediately taken to bring any variation
under control. Example - Cash Budget
Basis
i) Time period
ii) Conditions
iii) Capacity
iv) Coverage

Classification
a) Long-term Budget
b) Short-term Budget
a) Basic Budget
b) Current Budget
a) Fixed Budget
b) Flexible Budget
a) Functional Budget
b) Master Budget

ii) Based on Conditions: a) Basic Budget - a budget which remains unaltered over a long period of
time is called Basic Budget.
b) Current Budget - a budget which is established for use over a short
period of time and is related to the current condition, is called Current
Budget.
iii) Based on Capacity:a) Fixed Budget: - it is a budget designed to remain unchanged irrespective
of the evel of activity actually attained. It operates on one level of activity
and less than one set of conditions. It assumes that there will be no change in
the prevailing conditions, which is unrealistic.
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b) Flexible Budget: - it is a budget which by recognizing the difference
between fixed, semi-variable and variable costs is designed to change in
relation to level of activity attained. It consists of various budgets for
different levels of activity.
iv) Based on coverage: a) Functional Budget - budgets, which relate to the individual functions in
an organization, are known as functional budgets. Example - purchase
budget, sales budget, production budget, maintenance budget, cash budget,
etc.
b) Master Budget: - it is a consolidated summary of the various functional
budgets. It serves as the basis upon which budgeted profit & loss Account
and forecasted Balance Sheet are built up.
Types of Budgets and Budgetary Control Techniques
The various types of budgets are as follows:
i) Revenue and Expense Budgets: - the most common budgets spell out
plans for revenues and operating expenses in rupee terms. The most basic of
revenue budget is the sales budget which is a formal and detailed expression
of the sales forecast. The revenue from sales of products or services furnishes
the principal income to pay operating expenses and yield profits. Expense
budgets may deal with individual items of expense, such as travel, data
processing, entertainment, advertising, telephone, and insurance.
ii) Time, Space, Material, and Product Budgets: - many budgets are better
expressed in quantities rather than in monetary terms. Example - directlabour-hours, machine-hours, units of materials, square feet allocated, and
units produced. the rupee cost would not accurately measure the resources
used or the results intended.
iii) Capital Expenditure Budgets: - this budgets specifically capital
expenditure for plat machinery, equipment, inventories, and other items.
These budgets require care because they give definite form to plans for
spending the funds of an enterprise. Since a business takes a long time to
recover its investment in plant and equipment. (Payback period or Gestation
period) capital expenditure budgets should usually be tied in with fairly longrange planning.
iv) Cash Budgets; - the cash budget is simply a forecast of cash receipts and
disbursements against which actual cash 'experience' is measured. The
availability of cash to meet obligations as they fall due is the first requirement
of existence, and business profits do no good when tied up in inventory,
machinery, or other non-cash assets.
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v) Variable Budgets: - this budget is based on an analysis of expense items
to determine how individual costs should vary with volume of output. Some
costs do not vary with volume particularly in so short a period as 1 month, 6
months, or a year. among these are depreciation, property taxes and
insurance, maintenance of plant and equipment, and costs of keeping a
minimum staff of supervisory and other key personnel. Costs that vary with
volume of output range from those that are completely variable to those that
are only slightly variable.
The task of variable budgeting involving selecting some unit of measure
that reflects volume, inspecting the various categories of costs (usually by
reference to the chart of accounts), and by statistical studies, methods of
engineering analysis, and other means determining how these costs should
vary with volume of output.
vi) Zero based Budget: - the idea behind this technique is to divide
enterprise programs into 'packages' composed of goals, activities, and needed
resources and then to calculate costs for each package from the ground up. by
starting the budget of each package from base zero, budgeters calculate costs
afresh for each budget period, thus they avoid the common tendency of
budgeting of looking only at changes from a previous period.
Advantages: 1) Compels management to think about the future which is probably the
most important feature of budgetary planning and control system.
2) Forces management to look ahead to set out detailed plans for achieving
the targets for each department, operation - that is (ideally) each manager to
anticipate and give the organisation purpose and direction.
3) Provides coordination and communication
4) Clearly defines areas of responsibility , requires managers of budget
centre's to be made responsible for achievement of budget targets for the
operations under their personal control.
5) Provides a basis for performance appraisal (variance analysis). .A
budget is basically a yardstick against which actual performance is measured
and assessed. Control is provided by comparisons of actual results against
budget plan. Departures from budget can then be investigated and the reasons
for the differences can be divided into controllable and non-controllable
factors.
6) Enables a remedial action to be taken as variances emerge
7) Motivates employees by participating in the setting of budgets
8) Improves the allocation of scarce resources
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9) Economizes management time by using the management by exception
principle.
Problems in Budgeting: 1) Budgeting of any marketing activity do have a number of
disadvantages, particularly in perception terms
2) Budgets can be seen as pressure devices imposed by management, thus
resulting in (i) bad labour relations; (ii) inaccurate record keeping
3) Departmental conflicts arises due to (i) dispute over resource allocation;
(ii) departments blaming each other if targets are not attained
4) Difficult to reconcile person / individual and corporate goals
5) Waste may arise as managers adopt the view, "we had better spend it or
we may lose it". this is often coupled with "empire building" in order to
enhance the prestige of a department.
6) Responsibility versus Controlling, that is some costs are under the
influence of more than one person, example - power costs.
7) Managers may overestimate costs so that they will not be blamed in the
future , if they overspend
Non-budgetary control techniques: There are of course many traditional control devices not connected with
budgets, although, some may be related to, and used with budgetary controls.
Among the most important of these are statistical data, special reports and
analysis, analysis of break-even points, the operational audit, and the personal
observation.
i) Statistical data: - statistics analyses of innumerable aspects of a business
operation and the clear presentation of statistical data, whether of a historical
or forecast nature are, of course, important to control. Some managers can
readily interpret tabular statistical data, but most managers prefer presentation
of the data on charts.
ii) Break-even point analysis: - an interesting control devise is the breakeven chart. This chart depicts the relationships of sales and expenses in such a
way as to show at what volume of revenues exactly cover expenses.
iii) Operational audit: - another effective tool of management control is the
internal audit, or as it is now coming to be called, the operational audit.
Operational auditing, in the broader sense, is the regular and independent
appraisal by a staff of internal auditors, of the accounting, financial, and other
operations of a business.
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iv) Personal observation: - in any preoccupation with the devices of
management control, one should never overlook the importance of control
through personal observation
v) PERT: - . The Project (or Program) Evaluation and Review Technique,
commonly abbreviated PERT, is a method to analyze the involved tasks in
completing a given project (or program) , especially the time needed to
complete each task, and identifying the maximum time needed to complete
the total project.
vi) GANTT CHART: - a GANTT CHART is a type of bar chart that
illustrates a project schedule. GANTT charts illustrate the start and finish
dates of the terminal elements of a project. Terminal elements and summary
elements comprise the work breakdown structure of the project. Some
GANTT charts also show the dependency. (i.e. precedence network)
relationships between activities.
Productivity
Productivity refers to the ratio between the outputs from production processes
to its input. Productivity may be concerned of as a measure of the technical or
engineering efficiency of production. As such quantitative measures of input,
and sometimes output , are emphasized.
Typical productivity calculations - measures of size and resources may be
combined in many different ways. The three common approaches to defining
productivity are physical, functional and economic productivity. Regardless
of the approach selected, adjustments may be needed for the factors of
diseconomy of scale, reuse, requirements associated and quality at delivery.
a) Physical productivity: - this is the ratio of the amount of product to the
resources consumed (usually effort). Product may be measured in lines of
code, classes, screens, or any other units of product. Typically effort is
measured in terms of staff hours, days, or months. The physical size also may
be used to estimate software performance factors.
(e.g. - memory utilization as a function of lines of code).
b) Functional productivity) – this is the ratio of the functionality delivered
to the resources consumed, (usually effort). Functionality may be measured in
terms of use cases, requirements, features, or function points (as appropriate
to the nature of the software and the development method). Typically, effort
is measured in terms of staff hours, days, or months. Traditional measures of
function points work best with information processing systems. The effort
involved in embedded and scientific software is likely to be underestimated
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with these measures, although several variations of function points have been
developed that attempt to deal with the issue.
c) Economic productivity: - this is the ratio of the value of the product
produced to the cost of the resources used to produce it. Economic
productivity helps to evaluate the economic efficiency of an organization.
Economic productivity usually is not used to predict project cost because the
outcome can be affected by many factors outside the control of the project,
such as sales volume, inflation, interest rates, and substitution in materials or
resources, as well as all other factors that affect physical and functional
measures of productivity. However, understanding economic productivity is
essential to making good decisions about outsourcing and subcontracting.
The basic calculation of economic productivity is as follows: Economic productivity – value / cost
Problems in measurement of knowledge workers – productivity implies
measurement, which in turn, is an essential step in the control process.
Although, there is a general agreement about the need for improving
productivity, there is no consensus about the fundamental cause of the
problem and what to do about them, due to various factors. Some people
place it on the greater proportion of less skilled workers with respect to the
labour force, but others disagree. There are those who see cut back in
research and the emphasis is on immediate results as the main output.
Another reason is the growing affluence of people, which make them less
ambitious, and still others cite the breakdown of the family structure, the
workers attitudes, and government policies and regulations. The measurement
of skied work is easy relatively, but becomes more difficult for knowledge
work. The difference between the two kinds is the relative use of the
knowledge and skill.
Cost control: - it is the measure taken by management to assure that the cost objectives
set down in the planning stage are attained and to assure that all segments of
organization function in a manner consistent with its policies.
Steps involved in designing process of cost control system; a)
Establishing norms: to exercise cost control, it is essential to establish norms,
targets or parameters which may serve as yardsticks to achieve the ultimate objective.
These standards, norms or targets may be set on the basis of research, study or past
actual.
b)
Appraisal: the actual results are compared with the set norms to ascertain the
degree of utilization of men, machines and materials. The deviations are analyzed so as
to arrive at the causes which are controllable and uncontrollable.
c)
Corrective measures: the variances are reviewed and remedial measures or
revision of targets, norms, standards, etc., as required is taken.
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Advantages of cost control:
1.
Better utilization of resources
2.
To prepare for meeting a future competitive position
3.
Reasonable price for the customers
4.
Firm standing in domestic and export markets
5.
Improved methods of production and use of latest manufacturing techniques to
have the effect of rising productivity and minimizing cost.
6.
By a continuous search for improvement creates proper climate for the increased
efficiency
7.
Improves the image of the company for longer-terms benefits
8.
Improve the rate of returns on investments.
Purchase control: it is an element of material control. Material procurement is known
as the purchase function. The functional responsibility of the purchasing is that of a
purchase manager or the purchaser. Purchasing is an important function of materials
management because in purchase of materials, a substantial portion of the company’s
finance is committed which affects cash flow position of the company. Success of the
company is to a large extent influenced by the efficiency of its purchase organization.
The advantages derived from a good and adequate system of the purchase control
are as follows: -
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In short, the basic objective of the effective purchase control is to ensure continuity of supply of
requisite quantity of materials, to avoid held up of production and loss in production and at the
same time reduces the ultimate cost of the finished goods/products.
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