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ORGANISATION STRUCTURES AND
DEPARTMENTS
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“Organisation structure is an indispensable means and the wrong structure

wil serously impair business performance and may even destroy It." Peter
F Drucker.

The process of organising results into organisation structure and departments
within the enterprise. In this chapter, an attempt is belng made to discuss some
of the important aspects of the organisation structures and departments,

ORGANISATION STRUCTURE : MEANING AND DEFINITIONS

Organisation structure simply means the systematic arrangement of people
working for the organisation in order to achieve certain goals. It is the framework
of authority relationships among individuals and groups in ‘an enterprise.

According to Fred Luthans, "O_rgin_i_s__a_tioq_ggucmre represents the skeleton
framework for organisational behaviour." et .

~ According to Henry Albert, "Organisation_structure is the framework
within whic ' ti erformed." " N~
In the words of Carlisle, "Organisation structure is the system of
relationships, formally prescribed and informally developed that governs the

activities of people who are dependent upon each other for the accomplishment
of common objectives."” . .

Thus, organisation structure is a_network of formal authority
relationships among people within which behaviour and activities of
people are regulated for the accom
objectives.

plishment of 6rgn.;il§|itlon‘§"]
Characteristics :

The basic characteristics of organisation structure are as follows

1. Organisation structure is the arrangement of people working for an
organisation. '

2. It establishes positions or persons and the relationships between
the positions. .© = 7
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& '.l::'- 3. It provides an appropriate fl'ameWo
S22 rk fo _Jhnzuy_and
:ggponﬂblhty relationships between the positio positions, i

" 5. Organisation structure has tt:uo dimensi ,.'. ! 5 :’:md horizontal.
Jii 6 Vertical dimension disp ays the hierarchy of authority in the
.‘_"gamsatlon On the other hand, horizontal dlmensmn displays the
epartmentation of the enterpnse

'::ans the structure which anses spontaneously out of the actlvmes and interaction

FACTORS AFFECTING ORGANISATION sTRUCTURE

.. Organisation structure is the basis upon which all the 1nd1v1duals in_the
rganisation perform their jobs. The structure, therefore, should be carefully
splanned and designed. A slight negligence in designing-the structure may have
_é‘.serlous consequences. Peter Drucker h73ry rlghtly stated -that
Organisation structure is an indispensable/means and the wrong
structure will senously impair business performance and may even
estroy it."

There are variety of factors that affect the structure of an orgamsatlon
cording to Albert K. Wickesberg, following are internal -factors which

pﬂuence the orgamsatlonal structure : :

1. The nature of objectives set forth for the group
2. The operative activities or duties required to achieve these goals.

3. The sequence of steps in the performance of thésé activities as
~ dictated by the product or service and by the technoiogy |

4, Tj’]e managenal functions to be performed including those of goal
. detefmination, problem solving, communication, control, motivation,

and leadership.

5. Skill limitations of each person in the firm as well as limltatlons of
technical facilities.

6. The social needs of the mdtwduals who collectively comprise the
orgamzatlon

7. The size of the enterprise.

In addition, following are a few more factors that also affect the o

orgamsatlon structure : _ _
8. Technology used in performing the activities.
9. Environment within which organisation has to work.

10. Socio-economic factors. ' o
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FORMS OF ORGANISATION STRUCTURE
the main forms or types of organisation structure :

AT e T

- Y

Following are ‘
|. Line organisation.

[l Line and staff organi’sation.
11 Functional organisation.
V. Project organisation,

V. Matrix organisation. |

V], -Committee organisation.

T T Uy Lh

Organisation : ' o
" LinL'jne :rganisation is the oldest and simplest form of organisation structure.

It is also known as the military, traditional, vertical, departmental, or hierarchical__

orqanisation structure. | ' ) By
’ Line organisation structure is one in which authority flows from

the top to the bottom vertically in a straight line -manner“az'u!
responsibility and accountability. ﬂowsr-n'n an_opposite but —equatiy
direct vertical manner. More specifically, in line organisation the line of
authority or command runs from the top (e.g. the board of directors) to the
lowest level of management (e.g. supervisor) through the process of delegations
and redelegations of authority and the line of responsibility flows vertically
upward from the bottom to the top of the organisation. Consequently, line
structure consists of the direct vertical relationships that connect the managerial
positions and tasks of each level with those above and belowrit. [McFarland]

It may be pointed out that the authority at each level in a line organisation
is derived from the immediate superior manager. In the similar fashion, each
level of manager is accountable to his immediate superior manager. For instance,
the Boefrd of Directors derives authority from the general body i.e. the owners.
The chief executive derives from the Board and his immediate subordinate

is called ; comply decisions and orders. A manager

e primg € departments ﬂ:lne Manager or line officer. Line
1Y purpose of A at are directly ; ; i
Line o : the Organisati Y involved in accomphs ing
'Sanisatiop ity ba o on,
0 -
£ Cr3anisation and ‘Wpes :
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(b) Departmental line organisation.
a“l(}v)/t’um line organisation : Pure line organisation is one in which
. activ] ies at a particular level are the same. Every employee performs by and
% large the same type of work. The divisions and departments are created for sake
~ of convenience of supervision and control. This type of structure is not common
“in use. Figure 13.1 illustrates pure line organisation in which every employee is
performlng the same type of work.
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Figure 13.1 : Pure Line Organisation

C(-!frDeparl:meni:all line organisation : A departmental line organisation
is one in which whole work of the organisation is divided into functional

~ departments such as production, marketing, finance and so on..Each department
works as a self-sufficient unit under the supervision and direction of a
departmental manager who himself works under the direction of his immediate
boss e.g. managing director. No other manager or departmental head can give
orders to him. Figure 13.2 illustrates such an organisation structure.
~Characteristics : The chief characteristics of line organisation stmcture

are as follows :

.Y In line organisation, authority flows verti from to the

bottom of the organisation. S . | .
2. The responsibility or aw flows in the opposite vertical
direction i.e. from the bottom to the top of the organisation.

3. It is the network of [man- -boss'\direct relationships or chain of

command. It shows-who is o direct and supervise whom and who is to report
whom.
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Figure 13.2 : Departmental Line Organisation Structure

4 It consists of those vertical relationships which connect every
tion with those above and

managerial position at each level in the organisa
below it. o '

5. It portrays

flow across the organisation
6. In this structure, managers at each level derive authori

jmmediate superior manager.
7. Every manager is accountable for th
his immediate superior manager.
8. There are only line managers/officers in a line organisation. There is

no advisory staff to support line managers.
9. In line organisation structure, line manager has line authority and
performs the line functions. Hence, he is responsible for achieving the
objectives of the organisation or the department.
10. There is complete lack of specialisation. A manager is bound to

be a 'jack-of-all trades'.
11 It is based on the principle of unity of command.
12. It is a simple structure with limited number of subordinates and

levels of hierarchy.
13. It is the oldest type of organisation structure. All other kinds of

organisation structures are modifications of it.

the channels through \yhlch authority and responsibility
through various vertical managerial positions. |
ty from his

e acts of his subordinates to
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““ p| o Line organisation sfructure is one in which authority flows from the top to the
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..+ are as follows : :
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BOX 13.1 : KEY TERMS AND CONCEPTS
o Organisation structure is a network of formal authority relationships among

accomplishment of organisational objectives.
N

bottom vertically in a straight line manner and responsibility and accountability
flows in an opposite but equally direct vertical manner.

@ Line authority is the authority to decide, to direct and to require
subordinates to comply decisions and orders. _

& Line organisation may be of two types : (i) pure line organisation and (ii)
departmental line organisation. Pure line organmisation is one in which
activities at a particular level are the same. Every employee performs by and
large the same type of work.

- @ A departmental line organisation is one in which whole work of the
organisation is divided into functional departmerts such as production,
marketing, finance and so on. Each department works as a self-sufficient unit
under the supervision and direction of. a departmental manager who himself

works under the direction of his immediate boss.

Advantages/Merits : The basic advantages of line organisation structure

1. It is simple to establish-and easy to understand due to the direct

A

and clear chain of command. ‘ ¥

2. It portrays simple and clear authority and responsibility
relationships within the organisation. N\ .

3. It clearly shows the division of authority and résponsib_ility among
various managerial positions. Hence, it helps in avoiding the duplication of
work. -

4. It helps in quick‘d/e,cision-making. It is so because a line manager can
decide without consman his immediate superior manager.
5. It is strong in discipline as it fixes responsibility on every individual.
6. It checks red-tapism and buck-passing: Buck-passing is extremely
difficult in such an organisation with unity of command and direction.
7. ltis flexible. With the growth in the size of the enterprise, organisation
structure can easily be extended by creating new departments and line managers.
v 8. It facilitates change more rapidly since there are only a few people to
consult. |
9. It facilitates coordination because of direct chain of command.

10. It provides effective channel for communication. It facilitates
upward and downward communication due to the direct link between the
managerial positions at all the levels in the organisation.

v 11, It serves as a ground for executive development. It is so because

every line officer regularly faces new challenges and takes decisions. Thus, he
learns something new every day.

12. It is economical since there is no staff specialists in it.

LS
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/ emerits/Disadvantages . Following are some of the disadvantages/

demerits of the line organisation structure :

1. Line organisation overloads the key executives because they are to ":

make all the decisions and perform auxiliary service activities.

o |t fails to provide specialised skills. Each line manager has to
ber of activities. But he cannot be an expert of in.all of them, =

manage num
Consequently he is forced to become jack-of-all-trades.

3. Line organisation prouides room for arbitrary decisions and actions ‘:'._- ‘

which promotes dictatorial leadership.

4. The growth of organisation results in lengthening of the chain of I

command or hierarchy of management. Consequently the flexibility and '

central control may be lost.

" 5. In the case. of growth and diversification of the enterprise, new
supportive service departments need to be formed. But line structure does

not make provision for such departments.

6 The subordinates lose initiative because all final decisions are made H
by the top management. Moreover,: in such an organisation, human needs 3

affecting his work attitudes are largely ignored.

7. In line organisation, there is much scope for favouratism and nepotism
because of one man's control in each department.

8 There is little or no communication from subordinates upward
because subordinates tend to keep distance from the authoéritarian managers.

9. In such an organisation, it becomes difficult to achieve inter-
departmental coordination.

10. In line organisation, similar activities are performed in every department.

Hence, it may cause increased operating cost.

Suitability : Keeping in view the advantages and disadvantages of line

organisation, it may be safely concluded that this structure is suitable for the

following types of business organisations : * 3
() _Small-scale or sole proprietory organisations free from all

- complexities.

l(u) Organ?saﬁons with simple routine operations.
iii) - Organisations with automatic and continuous

\iv) - Organisations having a short chain of command:

(v)  Organisati '
ons havin

0 However, now-a-days thg a.wm“—at each level.
rganisations are becomin' e size of organisations is increasing tremendously.
‘;‘;“?a“v impossible for a uﬁemrzre and more complex. In such a situation, it is
vice and help of nanager to perform ) . i =2
existence of a line o :;:E‘ Specialists,. Hence thereail:; t::e fu:l;;’::ons witfdt 1
indispensable to sation structure as such, Byt lir?;y st‘ruciuizo\l:;l b :];e
: ~ ill r n
efforts because' all other kinds of structur:smare

production processes.

based on it. &l Organised
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" E-ﬁ?ﬁﬁadﬁf;a responsibility for the accomplishment Ofdalists whenever spemahsed
e > managers are supposed to consult the staflf. spemam{gers -

-S4 owledge is applicable in their decisions. But line

; ivi intimation 2
f.do so. They can take decisions even without giving any intima
. them‘) : __‘____________]

A b
< h Board of Directors

bout it to

[ Company Secretary } .................................... . PA to MD

[ Financial Advisor } , ................................. ¥ Legal Advisor -

",f-:' . R N . TO W Ly B _— i
= | | I E
’ Market
‘ J Maarna;:9 Pl\rﬁc;dn'.;cglaorn - S:‘f;:‘g:r
) | |
- —
T ¢ |

S— 8:,?{}2:*":

L Factory Managar ]

1 S g . =4 @

Statt .. ]
t ¢ ¢
Figure 13.3 : i
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Thus, a line and staff Organisation j
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assisting the line managers. Line managers are responsnble for making decisi
and accomplishing the objectives set for them. On the other hand, staff specjajojsr: 1
are responsible for advising and assisting the line managers. Figure 13.3 illustrafey

the line and staff organisation structure
;aracteristics : Lme and staff organisation structure is marked by the

fo wmg charactenstlcs
¢ 1l There are two types of relationship in the line and staff organisatiop
stmcture (i) line, . and (ii) staff. .
S Line managers are the persons who have authority to issue orden
_and enforce comphance of the orders from the subordinates. !
9. 3. Lme managers are respons:ble for accomplishment of the: objecﬁva '
set for their ?ﬁ;anisahon or the department. - :
_ 7\ °q, They are accountable to their superior managers for the performance ol 1
their subordmates -!
s 5. Staff spemahsts/experts are the persons (sometimes departments) who _'
have specialised knowledge in their respective areas.
s« 6. The staff specialists render auxili_ary services or advice to the line

ﬁ
I

managers. _'

. 7 The line managers are not bound to follow-the advice given by the
'staff’. They may implement if they see it fit. |

« ‘8. There is no superior and subordinate relatlonship between a line
manager.and the staff specialists. They work mutually but independently.

", 9. Staff specialists do not have line authority to issue orders to line
manage@but have line authority to issue orders to their immediate subordinates

__-under them
10. It is based on the principle of speclallsaﬂon

11. It follows the principle of unity of command.
- _s//(ﬁavantages/h‘lents Following are the main adv

staff organisation structure :

1. The lines of authonty and responsibility are clearly defined.
control over

antages of a line and

2. It facilitates departmental line managers to exercxse total

their respective departments.
3. It relieves line managers from the burden of routme and auxiliary

activities. They can devote their time to other more important activities.
4. Expert advice can be easily auail_ed of.
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6. It helps managers in manag;
; ging complex and biqg organi
effectively with the help of specialised staff services. g organisations more

7. It increases executive efficiency and effectiveness

. ——tma

8. In such an organisation, decisions tend to be sound and balanced.

9. It er.lsures unity of command in the organisation. Consequently, it
becomes easier to maintain discipline and to exercise control,

10. It is flexible. It is so because the number of line managers and staff
specialists can be easily increased with the changing needs of the organisation.

11. Ample opportunities for training and development of executives
exist in such an organisation.

‘ﬁ//Disadvantagt’.S/Demerits : Following are disadvantages associated with
e line and staff structure :

1. Line and staff organisation structure tend to be complicated and

.complex if the relationship is not clearly defined.

s 2. Generally, there exists a conflict between line managers and staff specialists
for many reasons. One of such reasons is that sometimes the staff specialists

encroach upon the authority of line managers. |
¢ 3. Staff specialists feel ignored when their advice is not given due

" importance.

4. Some staff specialists advise even without proper research and
analysis of facts. It is because of the fact they are not accountable for the

results. |
5. Such a structure proves éxpensi've because employment of staff
specialists involves a huge cost. '

¥ 6. These tend to be a problem of coordination in such an organisation. It
is due to the lack of clear allocation of duties between the two.

7. Sometimes, line managers tend to depend.heavily on the advice of the
staff specialists. Consequently, line managers may not properly use their
creative skills and lose their initiative and drive.

Suitability : Line and staff organisation structure is most suitable for -the
medium and large enterprises. But this structure is not suitable for small enterprises

on account of high cost involved in it.
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DISTINCTION BETWEEN 'LINE' AND LINE AND
STAFF ORGANISATION

Basis of Line Line -nd Suﬂ
Distinction Organ;umon O'rgl.n;llﬂon
l —
Meaning Line organisation is one in Line and staff organiszion s - §
which lines of authority run from  one which combines the staff
top to the bottom and specalss with the line man-

responsibility just in an
opposite but equally direct
| manner.

|
|

Advisory staff | There is no advisory siaf in line

There is no specialisation since
line managers are not experts
but generalists.

Scope of acti - In line organisation, both

Specialisation

vities | planning and execution are
' done by line managers.

Conflict There is no one to conflict with
| aline manager.
|

Discipline ‘ There is strict discipline in Line
| organisation.
|

Suitability ' Line organisation is suitable for
' small enterprises.
1_

Economy | It is economical.

|

agers. In other words, in such
an organisation, lines of au-
thority and responsitiity fow
in the same manner as in
case of 2 line organisation but
each line manager has advi-
sory staff to advise him.
There are stafl specialists ©
managers.

There is specialisation in this
cialists are there in it

line managers may execut
and plan with the help of staff
There is always a risk of
conflict between a line manager
and a staff specialist.
‘These tend little to be lose
 discipline in such an organisa-
tion.

'Line and staff organisation is
suitable for medium and large
It involves a high cost of expert
 services.

[1l. Functional Organisation :

The credit for developing functional organisation structure goes to FW.
Taylor. This structure is based on the concept of functional foremanship
Fieveloped by Taylor. The concept of functional foremanship has been discussed
in detail in the chapter entitled 'History of Management Thought' in this book.

Functional organisation structure is one in which line authority s
channelised through the staff specialists. In such an organisation
structyre, line authority runs through many functional experts who have

'3
S
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in thelr respective
oy distinction between line and st

* Organisation Struct ; .
i arecas of specialisation.

-+ authority to lssue or aff is eliminated
~ Thus, in functional structure, the GO .

‘< gor all practical purposes.

. In functional organisatio
“ cinto functional departments such
_ Then an expert is put_if '
atrol_over_that tun : : p -
ﬁmme manager within th?’f}e d arhnentﬂt:let :let e g, -
& 'beirig_ pedormed,. Thus, in functional organisation, it is the function aal e i

" the flow of authority and responsibility without reference to"fhe actu fopefa g;

. line depattment. Consequently, multiplicity of cO‘mmanc_l instead of .umgy f;] -«
" command exists in such an organisation. Figure 13.4 illustrates the funchgn

‘ o« w3t . | d
. s activities of the enterprise are groupe
.. Vaarslo;riduction, marketing, finance and. SO ON.—,
t every functional de artment who w1|l av

/, organisation structure.
Board of Direclors
CEOMD
Marketing Manager Production Manager | Finance Manager
o ; ' ' :
' | ................ » Workshop Manager jestesee Jern v |
1 . i
Time 1 j
i Homa r: ‘ Disﬁipn- Gang Speed Quality
Clerk e narian Boss ; Boss Inspector
;
: : 4 §
% ........--'....' s FIEEET R proveret
S SRR e R B R Individual Worker fes:caeiireaiiiuiiiiiiiiianinninnn
Lina authorily -
Funclional au!hdtily ........
Figure 13.4 : Functional Organisation

' It may be' pqinted out that functional organisation is a step ahead of line
?nd staff ox:gamsahon.. In functional organisation, each of the staff specialists has
ine ‘au.thonty over a particular. activity whereas in line and staff structure, th
specialists have only advisory authority. e

Characteristics : The basic characteristi i
; ics of f isati
OIe B unctional ~organisation

1. In functional structure, the activities of organisation are grouped into

major functional departments such : oupe
and so on. ' as PrOdUCtlon, marke’nng, finance
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2. Each functional department is put under the charge of a functi
manager who is an expert or specialist. ' ctoml
3. Each f.unctiorfal manager is granted ful.\cﬁonal anthority j.e. the .
_ authority to give orders and to command in the area of his expertise,
w 4. Each functional manager can issue orders within the area of his experﬁ;e |
to every subordinate. |
5. Each such subordinate shall be accountable to every functional manager -
from whom he received orders and directions. N
¥6. Each functional manager has authority to make decisions aboyt
his functional department. .
7. Each functional manager shall be accountable to his superior for
the decisions made by him. '
8. In such structure, functional authority of each functional manager
' extends into the activities of several departments or work units;
Consequently, the ‘principle of unity of command is violated in such a
structure. - _ -
Advantages/Merits : Following are some of the advantages of functional
organisation : T » -
1. It allows organisation to make full use of services of functional
experts. o _
2. It relieves top executive from the burden of operating details.
Hence, they can devote more time on long-term strategic planning.
3. It facilitates quick decision-making because functional authority is
. available at the departmental level. = | ,
4." It facilitates better supervision and control since every supervisory
is an expert. | | ‘
5. It helps in maintaining consistency and uniformity in functioning of
the organisation because functional experts command the operations.
6. It fosters economy and efficiency in operations through
specialisation. ' | |
47 It encourages research and development activitiés in the organisation
with the help of available services of specialists.
4 8. It encourages joint control of activities in place of one man's control.
¢+ 9. ltis flexible and it can respond to changes quickly.
" 10. It facilitates standardisation of operations, procedures, methods, and
equipments. :
11. It facilitates mass production through the use of specialisation and
standardisation. ‘
~ Disadvantages/Demerits : Functional organisation suffers from the
following limitations/drawbacks :
1. There is multiplicity of command instead of unity of command. i
Thus, it violates principle of unity of command.

aved o g g o <= ansk A
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becomes difficult.

" - .3 Itis very difficult to establish responsibility for failure.

4. Subordinates may get confused by the multiple superiors who

direct their work.
5 Coordination becomes difficult due to over specialisation.

6. The position of line managers tends to be weaken.
+7. Itis too complicated to be understood by the subordinates.

o 8. It delays decision-making.
9 [t is an expensive structure because functional experts command

high remuneration.

$10. There is always a problem of discipline among the subordinates.
11. There are many functional experts of equal rank. This usually leads to
conflict among them.

12 Functional structure does not help in developing all round
executives. Consequently, it becomes difficult to develop successors

of top executives positions.

DISTINCTION BETWEEN LINE AND FUNCTIONAL

ORGANISATION
Basis of Line ]} Functional
Distinction Organisation Organisation

1 . 2 3
1. Authority In line organisation, authority | In functional organisation,
) flows vertically from top to the | authority does not always flows
bottom. vertically. It also flows diago-

. nally.
2. Command There is unity of command. There is multiplicity of com-
mand.

3

. Responsibility | In line organisation, the lines The lines of responsibility are
of authority runs vertically | generally diffused in such an or-
from the bottom to the top. | ganisation. Thus, it is not

Thus, it is clearly defined. clearly defined.

Discipline Strong discipline is found in | Usually, there is a problem of
line organisation. discipline in functional organi-

sation.

Decision Decision-making issimpleand | Decision-making is difficult and

quick in line organisation. decisions are delayed in func-
. tional organisation.

Coordination !t is easy to coordinate efforts | It is difficult to coordinate
in it. efforts in it.

Flexibility It is not flexible enough in the | It is flexible enough to suit to

changing circumstances. the changing needs.
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Thene Is limited scope for spe- | There Is vast scope for speciall-
clalisation. sation In such an organisation,
Line organisation Is the | Functional organisation structure
foundation for every | isfounded upon line structure.

8. Specialisation

9. Foundation
for Others

organisation structure.
10. Suitability It Is suitable for small | Itissuitable for large-scale pro-
enterprises. duction enterprises.

IV. Project Oxganisation :
f’ Project organisation Is a temporary structure designed to
accomplish a specific task or pro 1 thé‘ﬁili&f speclallﬁg drawn

from different functional departments within the organisation.”

- A project organisation is led by a project manager and assisted by a team
of functional specialists. The team focuses all its energies, skills and resources on
the project. When the project is completed. the project team is abandoned. Tts
fnembers move on to a new project or return to their 'parent or 'home'
department in the organisation.

Thus, a project organisation is specific and temporary vehicle for bringing .
specialised persons together in order to accomplish a project within the specified
cost, time and quality framework. . ,

In project organisation, a project manager is appointed to assume
responsibility to complete the project. He draws specialists from different functional
departments and assigns them activities necessary to accomplish the project. He
himself is responsible for the coordination of efforts of all the personnel working
on the project as well as the competition of the project within the specified time,
cost and quality framework. Figure 13.5 illustrates the project organisation

sh‘“u/cture. _ !
~Characteristics : The basic characteristics of project organisation are as

follows :
1. Project organisation is temporarily a part of the larger organisation.

2. Project organisation is designed to handle same medium or large size
project.

3. It is an organisation under the charge of a project manager.

4. Project manager forms a team of specialists to be drawn from different
functional departments of the organisation.

5. The project manager usually serves as a facilitator or coordinator of the
project. _
6. The project manager is directly accountable to the chief executive of the
organisation. ) ’

7. The project manager generally has some line authority over the functional
specialists.



P
Organisation  Structures and  Departiments Wazg
,_.', [ l CEOMD I

|...-..-............_. e

S ! ' ' ™ M haD
P L " hali Flianid
’ T:::J':' ’::‘,:::',,:.u.',':'l Managar . Managar
: \.. . i, :i;n;ﬂnllil 1. Bpociallet Manager
AL ":::;::’; ——— from Project B
AU Progduction Produation
b Depariment Dapartment .
W 2 Spoclalisl 2. Spmclpligl
I lrom frotn
| i i Markeling Mar
g | Deparimant Dopartment
kg 3. Speclalis! \ 3. Gpoclallat
s Irom from
Y Flnance Flnance
il Deparimont Dapartment
7o 4 Spociali! 4. Spocialist
by from | from
R&D AsD
N Dapartiment Departmant:
.I
Figure 135 - Project Organlsntlon_ ,

the project. Its members
mj’//eon to a new project or sent back to their home department.
Ad '

vantages/Merits : Project organisation structure has the following
advantages . | D

1. Proper attention can be paid to each project,
2. Projects can be timely accomplished. '
3. Project can be completed

\ 8. Project team s abandoned on the completion of

Ry
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Disadvantages/Demerits : : Following are some of the drays
disadvantages of project organisation : o

1: It suffers fr‘om uncertainty. It is so because 2 project manager has 1
deal with the functional experts drawn from different departments. Such exper
usually differ in their approach and interest. '

2. It is very difficult for a project manager to coordinate the actvities o
different experts. It is mainly due to the lack of clearly defined authority a.'l-'..'é
responsibility, clear communication patterns and performance standards —

3. Decision-making becomes difficult because of different viewpoin:
of and pressures from the specialists. |

4. Specialists may face the problem of insecurity. They fear that compieton
of the project may result in loss of the job. :

5. There is always a danger of conflict among specialists on account of
difference in opinion. i

6. There is always a danger of over-specialisation.

7. Project manager usually have limited line authority. He, therefore
faces problems in accomplishing the project.

Suitability : This form of organisation structure is suitable for medium
and large scale projects which are required to be completed within the specifiec
time and cost framework. It is also suitable for projects involving complex.
technical or interrelated activities. Aerospace, engineering construction, buiiding
construction, irrigation system etc. are the specific projects for which such structure
can be effectively used. This structure is most suitable in the following
cases :

1. When the work or project is definite in terms of goals.

2. When target date for the completion of work is fixed.

3. When the work is unique and unfamiliar to existing organisation.

4. When work activities are interdependent.

5. When specialised skills are necessary for accomplishment of the work

6. When possible gain or loss from the work can be measured

7 When the work is of a temporary nature.

ACKE Or

f / atrix or Grid Organisation :
Matrix or arid organisation is a hybrid organisation structure. It comnbines _

pro]e’é_t'#s_t;ucture with the functional structure. In other words, m matnx
,—-—-""'-_:—_—.:‘_-__ - O ~ - 5 R P,
‘Organisation, project structure is super-imposed on a funchional araanisalion

This graphically creates a gﬁd_gg_mm_x.__[_S_c_e_gﬁgure 133
: ‘ i ermanent organisation structure

A_matrix organisation is a perma3
designed omplish specific project (or to achieve specific result)
by usm;m;peﬁalists drawn from different functional

departments—wiﬂﬂn—ﬁte-orgﬁnisam:
In matrix organisation, there are functional managers and project s
Funcfional managers are in-charge of specialised

agers

resources Such as production
- — »

——

T P L ——
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. :3; (:fogrt:‘:lor ’0; rojectr:a%\j?ir ::ﬁih.‘iﬂ_?ngc._PLOied managers are {n-
.2 : - eamcig e i orised to prepare project strategjes
all on the varous functional managers for the necessary resources
P -Fﬂimx;_ grgq,_rf@_ﬁgu_the team members are accountable to both the
"_;IJEF managel and head of the functional department ta which they are
srmanently assigned. Project manager exercises the project authority. This
Fauthority may either be in the nature of line authority or staff authority depending
" the authority delegated to him by the top management.
:“% Generally, in_a matrix _organisation, project manager is _responsible for
| twordination of activities and resources related to the project. To accomplish
s, he is delegated full authority over all shysical and monetary resources to be
Euged in the project. Project manager is also responsible for planning the project
and scheduling the work. He measures performance to ensure that project's
| “hst, quality and time objectives are met. The functional department heads
| Gelegate duties, decide how the work is to be done, and determine where it will
" pe done. Functional managers also supervise performance of the project jobs.
 Thus, personnel engaged in one project have two bosses : one, the project
: 'é__mnager and second, the concerned functional manager.
/ aracteristics : Basic characteristics of matrix organisation are as follows
1. 1t is a combination of two organisations i.e. project organisation,
'~ and (b) functional organisation.
| 2. lt is a permanent organisation structure in the enterprise.

3. In this organisation, project manager is the in-charge of the project.

4. Project manager accomplishes the project with the help of
specialists drawn from different functional departments within the organisation.

5 Functional manager is in-charge of specialists and specialised
resources.

6. Functional manager determines (a) who will perform the specific
tasks, (b) how the tasks will be accomplished, and (c) where the tasks will be
performed. :

7. Functional manager also supervises the performance of tasks.
8. Project manager is responsible for coordination of activities and

resources related to the project.

9. Project manager is also respons
the project work.

10. Project manager ensures that project's cost, quality and time

objectives are being met.
Advantages/Merits : Matrix organisation has gained popularity because

of the following advantages :
1. It permits effective use of resources. It is so because individual
specialists and physical resources can be shared across the project.
9 In matrix organisation, attention and resources are focused on each

| project. Hence, it ensures better planning and controlling.

ible for planning and scheduling
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3. It is flexible. It allows better and quick response to the changes that

are constantly taking place in the organisational environment.

4. It encourages improved communication and interaction among
préject unit and functional heads and members. This leads to better

' coordination.

5. It helps in making quick and sound decisions because of effective

| "flow of communication among the project manager and functional managers.

6. It provides motivation to the project personnel as they can focus their

| attention and energy directly on the project.

7. It helps in meeting the project's cost, quality and time objectives
8. In matrix organisation, mostly the decisions are taken at lower levels.

" Thus, it allows top management to devote more time on long-range col‘POfate
{ planning.

Disadvantages/Demerlts Matrix organisation is subject to the followmg.

| limitations :

1. It violates the principle of unity of command as the project staff

 receives orders from the project manager as well as from the functional bosses. -

2. There is possibility of power struggle between the project manager

and the functional managers because boundaries of authority and responsibility
overlap.

3. Conflict between project manager and functional managers may
arise because they share the scare resources across the projects.

4. Decisions are usually delayed as decisions are made after proper
consultation and particlpatlon of all concerned. '

5. There is also p0551b:llty of problem of coordinatxon as there arises
informal relations along with the formal relations in the organisation.

6. In matrix organisation, personnel are drawn from- different functional
departments and the project manager does not have line authority over them.
This situation may give rise to lack of comrmtment among the personnel
towards the project objectives.

7. ltis very difficult to fix responsibility and'performance, of individual
employees, |

8. Adoption of matrix organisation structure is a time consuming and
challenging process. It involves the change of relations and status of
employees. Employees may, therefore, resist change.

Suitability : Despite these limitations, the matrix organisation provides an
opportunity for effective accomplishment of complex projects within the specified
time and cost. It.is suitable ‘particularly for aerospace, construction, industrial
plant, advertising, hospital, college projects within the spec1f1ed time and cost
framework. - ‘



CENTRALISATION OF AUTHORITY

Cenh'allsatlcn of authority refers to the situation in which the authority to
& s is retained by the top management.
According to Allen, entralisation is the systematxc and consistent
¥ *--reservatxon of authority at central point in an organisation."
=" According to Weihrich and Koontz, "Centralisation (as an aspect of
E “management) is the tendency to restrict delegation of decision-making. A high

1 ‘-degree of authority is held at or near the top by managers in the organisational
= = -hierarchy."
In the words of Henry Fayol, “Everythmg whlch goes to reduce the role
of a subordinate is centralisation.] n.{ >
3 In the words of Mondy et al, "Centralisation is the degree to which_
: authonty is retained by higher-level managers within an organisation rather
gan being delegated.”
3 Thus, Centralisation refers to the extent to which authority to
;':‘-.. ‘make decisions is retaﬁ&l by the top managers ; in the organisation. Tt
if s a situation whi ‘which goes to decrease the role of subordinates. R

s—

_.z’

haracteristics :
1. Centralisation is the extent to which. authority retained by higher-

- level managers. ‘
2. It reserves the right to make decisions in the hands of top managers.

3. In centralised organisations, the actions and operations are regulated
by the top managers. )

4. In such organisations, operating authority vests with the middle
managers.

5. It reduces the role of subordinates.

It reduce

6. Centralisation belongs to the natural order, It is always present to

greater or lesser extent. In practice, no organisation is either purely centralised

or purely decentralised.
7. It undertakes close supervision and control over every aspect of the

organisational working.
8 Centralisation of management authority should be distinguished

from centralisation of performanc alisation.

Centralisation of performance means geographic concentrat:on in which a

—_—
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firn operates in a single location. Departmental centralisation refers t
0

concentration of specialised activities i
» generall :
- ) y in one department. [Weihrich

. fdvantages of Centralisation :

Advantages of centralisation of authority are briefly discussed as follows -
| %on?i.lty of decisions and actions. : . Centralisation permit;
‘uniformity in decisions and actions because all decisions are taken at one point

' _2. Uniformity in organisational working : Centralisation facilitates

uniformity in organisational working. It is so because (i) all policies, procedures
rules are framed at one point and (ii) all decisions and actions originate from
one point. S | |
__Zi Personal leadership : Centralisation facilitates personal leadership.
This, in turn facilitates quick decisions and actions which are essential for the
success of every organisation. | | | |
4. Facilitates integration oordination : In a centralised
organisation (i)' lines of authority are clear, and (ii) policies, decisions and
directions are uniform. There is little chance of confusion among organisation

members. Such situations facilitate integration and coordination of activities in
the organisation.

5. Effective leadership : Centralisation tends to make top managers
more powerful and strong, Such powerful managers can provide effective
leadership to the organisation in a dynamic and complex business environment.

6. Reduced mistakes by subordinates,: Subordinates tend to make
less mistakes because all the important decisions and actions are taken by top
managers. _ : '

7. Expert services, : Centralised organisations can easily and economically
avail expert services of the specialised personnel. |

8. Closer contiol of operations : Centralised organisation'facilitate ciose
contfol of ‘operations performed by the lower level subordinates.

chonomy . Centralisation of authority heijs 0
avoid overlapping and duplication of activities and efforts. Top managers can
utilise the resources in a most efficient way. They can hire managers with simple
skills at lower levels, at lower rates of remuneration. All this leads to considerabie

efficiency and economy in the operation of the enterprise.

10. Facilitates crisis/emergency management : Quick decisiqng
actions and the mobilisation of Tesources are the prerequisite for handling crsis
and emergency situations effectively. Centralisation facilitates all these things.
This, in turn, facilitaies crisis and emergency management in an effectivi way.

# Disadvantages of Centralisation : )

Following disadvantages are associated with centralisation of authc:::n,« ':

1. Increased burden on top managers : Centralisation of au‘e.n:-srltv

means all decisions and actions by top managers. This increases burden oi tep
managers. :
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Decentralisation and Spa
actions ! Centralisa,ition may cause delay i

: \ ; _
: i_;,authority : Delegation, Centﬁa!isation.
{55 2. Delay in dec_lsionsade_
3 Jecisions and actions.

4. 3. Weak organ
{"“weaken the organisation
" “L_'éuthority. _

" 4. Abuse of power
simply and absolute power co
{3¢may lead to abuse of power an

o

 Centralisation of authority may

jsation structure : of disparities in distribution of

structure because

. It has been rightly said| that pawes corrup’
. rrupts absolutely.’ Centralisation of authority
1d corrupt the managers enjoying absolute

-

| 3 -
e Bureaucratic and autocratic organisation : Over centralisation of
“>authority fosters bureaucratic and autocratic atmosphere in the orgamsat:lon: It
| “iends to discourage initiative, enthusiasm and dynamism among the organisation .
{ - members. . oW o b _
" 6. Weak communication system : In a centralised organisation, system
! of communication tends to be weak. Free flow -of  communication . among

| “organisation members is generally absent. Top managers usually remain xgnorant_

i of the views, and problems of the organisation members.

7. Frustration in subordinates : Centralisation imay cause frustration in
subordinates. It is because of the fact that they are unable to use their discretion

| ‘but are forced to operate in accordance ‘with the decisions of top managers.

8. Hampers growth : Centralisation may hamper organisational growth

1 “and development. It hampers growth of middle and lower level managers.

~Moreover, top managers remain ignorant of real opportunities for growth.
| In view of these facts, absolute centralisation should be avoided. -

- DECENTRALISATION |
Decentralisation_i pposite of centralisation. It refers to a situation in

which authority to make decisions.is assigned at the point where operations take

| place. .
—

According to McFarland, "Decentralisation is the degree to which an
organisation places authority and responsibility for_'deci"]sions as far down.in the
organisation as efficient management permits." |

ccording to F Fayol, "Evervthing that
of the subordinate's role is decentralisation.” , _ _

/n the words of Allen, "Decentralisation implies consistent and systematic
effott to delegate to the towest levels of all authority except that which can 'only
" b exercised at central points." -
In the words of Gray and Smeltzer, "Decentralisation refers to the extent
to- which managerial authority is delegated or pushed downward in an
crganisation." : ‘ ' -

Thus, decentralisation of authority refers to the extent to which

4

|
H
|
i

decision-making_ authority is widgly_;lisw"nthe organisation.
In a decentralised organisation, top mangement retains authority to
make certain important decisions such as setting overall objectives, strategic

__‘___"‘—‘-——--_.

n of Control PM217 “
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plarthing, policy .{ormulatlon etc. and delegates the authority to make
operating declsions at the points a8 near as possible where actions

take place.

(;haracteﬂstlcs :
| y " 1. Decentralisation authority refers to the extent to which dispersal of
Y/ decision-making authority within an organisation 1s made. '
2. In decentralisation, authority to make operating and routine decisions
is delegated at the points where operations or actions take place.
3. Ina decentralised organisation, decision-making power relating to
functional areas are delegated to middle and Jower-level managers
whereas top managers retain ‘authority to make detisions relating to setting

corporate objectives, formulating policies etc.
4. In a decentralised organisation, managers 2
have discretion in :spe(:lﬁc.opemtlonal areas.
5. Decentralisation is more than mere delegation of authority.
Delegation of authority means assigning authority from one person to another.
On the.other hand, decentalisaﬁon means dispersal of authority throughout
the organisation. Under decentralisation, top managers exercise minimum

control whereas under delegation control remains with top managers.
6. Decentralisation of authority differs from decentralisation or
dispersal of physlchl"facllltles'. Decentralisation of physical facilities means
dispersal of .geographical location of factories or offices. On the other hand,
decentralisation of authority means dispersal of dlecision-making authority within

the organisation.:

7. 1t is impossi
Distinction between Delegaﬂon.and.Decentra'llsatlon :

1. Nature : Delegation is 2 process of assigning authority from a superior
to_his subordinates. On the other hand, decentralisation is _an organisational

process by which di‘sp_ersal of authority tak or -
- 2. P-'Fo'cess and the end-result : Delegation is a process of devolution
of authority whereas decentralisation is the __ggg;r_eﬂ.llt of the”process of
delegation. | ' ]

. 3. ‘Control : In delegation, immediate superior has control over the
su dordinate.s_ whereas in decentralisation, top managers have overall control
and operating control vests with the subordinates.. -

—_ 4-t %hOiqe-: Delegaﬁon is a must for management and key to organisalion.

Oﬂﬁe?uhan‘zllegzg:: g}%nafm cannot get the things done effectively. On the

: ) ntralisation is optional

decentralise their au it o 1ona‘. TOp.managers may or may nof

b B : :

it e 5? qf authgrlty by suPerior . In the case of delegation of authority

the cacse of gz::r:trzr;isa?e subordinate can exercise the same authority. But in
ion. superior cannot exercise the decentralised authority.

t middle and lower levels

ble to achieve absolute decentralisation of authority.
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b 6. Responsibility : In the case of delegation, the superior continues to
a'be responsible for the decisions and actions of his subordinates. But in the case

} e top managers.

'{‘ 7. Dependence : Delegation is not dependent on decentralisation. It can
{ji toke place even without decentralisation. But decentralisation cannot take place
Bivithout delegation. :

i 8. Degree of autonomy : In delegation, degree of autonomy to

% 9. Technique and philosophy : Delegation is regarded as a technique

"’;’;’;?whereas decentralisation is considered to be a philosophy of management and

“organisation. _

{= <10. Scope : Delegation is simply the process of assigning authority to

Subordinates in order to get things done through them. On the other hand,

{**decentralisation is more than assigning authority to subordinates. It is both

{dispersal and concentration of authority within the organisation.

1 - Relationship : Delegation establishes superior and subordinate

“relationship. On the other hand, decentralisation establishes relationships between

i organisational departments or levels.

} \0}2 Life span : Delegation is a task specific and ceases as soon as the task

{ :is over. Thus, it has a shorter life span. Decentralisation is an ongoing process -

{in the organisation. | '

{ ‘Advaptages of Decentralisation :

/a The main advantages of decentralisation of authority are as follows :

1. Reduces burden of top managers : Decentralisation of authority

|- 'reduces the workload of top mangers as they are free from the routine

| operational decision-making work. They can devote their time on more
‘important work of strategic planning, policy formulation and so on.

' 2. Quick decisions_ It facilitates quick decisions as the decisions can be

made on the spot without consulting higher level managers.

3. Better decisions : Decisions are likely to be better because they are
made by the persons closest to situation. Moreover, decisions are likely to be
adapted to local conditions. '

4. Better communication -: Decentralisation improves organisation's
communication system. It is due to the fewer levels of authority and lesser
distance between the points of information generation and the points of action.

5. Training and development : It facilitates training and development of
managers at middle and lower levels in the organisation. It is because managers
at these levels are allowed to make decisions and take actions independently.
In this process they develop many skills and talent.

: 6. Democratic atmosphere : Decentralisation promotes democratic

atmosphere in the organisation because of dispersal of authority throughout the
Organisation.




7. Improves motivation and morale : Decentralisation enabjes

subordinates to exercise their own judgement and initiative which promote jo

satisfaction. This ultimately improves motivation and morale of subordinates

8. Effective supervision and control : The greater the degree cf
decentralisation, the more effective is .the supervision and control. Undey .:

decentralisation, lower level managers have full authority as regards operatiop
of activities. They can change work assignment or production schedules, or can

recommend promotion of the subordinates and can take disciplinary action *
wherever necessary. It facilitates effective supervision. Control gan also be made

effective by evaluating the performance of each unit in the light of predetermined
standards. |

9. Provides flexibility : Decentralisation provides flexibility to meet

changing needs at local levels. o

A

environment.

Disadvantages of Decentralisation :

Following are some: of the disadvantages associated with decentralisation of
authority : _ .

1. Loss of control ; Decentralisation creates semi-autonomous departments

in the organisation. In such an organisation structure, there is a damage that top

management may lose its control over the functioning of different departments.

2. Difficulty in coordination : Decentralisation may create problems in

bringing coordination among the different departments of the organisation.

3. Lack of uniformity : Uniformity of decisions and actions may be
lacking in decentralised organisation. It is because of lack of uniform policies and

procedures of different departments.

4, High Cost : Decentralisation of authority is likely to increase cost of

administration and operation. It is mostly due to the duplication of activities,
highly paid middle and lower level managers etc.
¥ o External limitations : Sometimes, decentralisation may not be

advantageous for external limitations. Growing competition, increasing -

complexities and uncertainties, rising cost of materials and services and so on
are some of the external limitations that hampers the tendency of decentralisation,

6. Imbalance : It is very difficult to strike a balance between the degrees

of centralisation and decentralisation. Operating functional departments demands
more autonomy whereas top managers want to retain contro
This situation may lead conflicts between the two levels of managers.

7. Competition among departments : Decentralisation may lead 10
unnecessary unfair competition among the decentralised departments. They.
may compete with each other in the market. They may even compete for
higher share of resources and facilities in the organisation.

» ) 10. Survival and growth of organisation : Decentralisation contributes
to survival and growth of organisation. It is so because it creates multiple :
managerial centres to cope with diverse and unique situations of the organisational

| more and more.
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Classical roach

Classical organization theory evolved during the first half of this century. It represents the merger of scientific management, bureaucratic
theory, and administrative theory. '

Classical organization theories (Taylor, 1947; Weber, 1947; Fayol, 1949) deal with the formal organization and concepts to increase
management efficiency. Taylor presented scientific management concepts, Weber gave the buréaucratic approach, and -Fayol developed
the administrative theory of the organization. They all contributed significantly to the development of classical organization theory.

. Sdientific approach
_*  Bureaucratic approach
- Aministrative approach

e == -—af
Scientific Approach }

— e e -
The scientific management approach developed by Taylor is based on the concept of planning of work to -achieve efficiency,
standardization, specialization and simplification. Acknowledging that the approach to increased productivity was through mutual trust
between management and workers, Taylor suggested that, to increase this level of trust,

3 the advantages of productivity improvement should go to workers,

a physucal stress and anxiety should be eliminated as much as possible,
3 cagabdmes of workers should be developed through training, and
e ——————

A the traditional 'boss’' concept should be eliminated.
r_-__ +

Faylor developed the following Four principles of scientific management TE' r improving productivity:

3 Science, not rule-of-thumb Old rules-of-thumb should be supplanted by a scientific approach to each element of a person's work.

1 Scientific selection of the worker Organizational members should be selected based on some analysis, and then trained, taught and

leveloped.

1 Management and labour cooperation rather than conflict Management should collaborate with all organizational members so that all

vork can be done in conformity with the scientific principles developed.

| Scientific training of the worker Workers should be trained by experts, using scientific methods.

.ureaucratic Theory @

Aax Weber and Henri Fayol were also two theorists known for their work in the classical perspectives to organizational communication
hese two theories focuses on the structure of the organization rather than the organizational activities. Many of their ideas are around

-

aday.

1ax Weber

lax Weber termed bureaucracy as the ideals in which organizations should aim for and aspire. Weber was influenced by socialist
hilosophy. He developed the idea of bureaucracy when he noticed severa@_&ﬂwﬂwﬂﬂ& He felt fhat
rganizational leaderships should center on task proficiency and impersonal relationships. Even though many people associate
ureaucracy with red tape and meffecbve organizations, this is not the outcome of bureaucracy. Accordmg to Weber, bureaucracy should

e —

B synonymous with order, consi 5teng{, reason, and reliability. In order to aspire to these traits, grgamzations need tEMﬁC rules

emphasize impersonality. He noted that bureaucratic organization much have the following charactenstlcs




1 Administrative Class: for maintaining coordinative activities of the member.

» class responsible
Bureaucratic organisations generally have administrative rlds-s_t___P____________ —_—
Main features of his class are as follows:
(1) People are paid and are whole time employees,
i i
" £ 1 S,
(1) They receive salary and other pg_gu_u_w:'mally based on their position

—

i anisation,
(1ii) Their tenure in the organisation is determined by the rules and regulations of the or
—___—-'-ﬁ

(iv) They do not have any proprietary interest in the organisation,

—

(v) They are selected for the purpase of employment based on twm’pet_em?& _6
_..____-—-"_'__-___

Hierarchy of Authority
The basic feature of bureaucratic organisation is that there is hierarchy of positions in the organisation. Hierarchy is a system oA
various positions in descepding scale from top to bottom of the organisation. In bureaucratic organisation, offices also follow the princ
of hierarchy that is each lower office is subject to control and supervision by higher office.

Thus, no office is left uncontralled in the organisation. This is the fundamental concept of hierarchy in bureaucratic organisation. 1
hierarchy serves as lines of communication and delegation of authority. It implies that communication coming down or going up m

pass throug_h each posttion.

Similarly, a subo_r_ciinate will get authority from his immediate superior. However, this hierarchy is net unitary but sub-pyramids of offic

within the large organisation corresponding etc. functional divisions exist.

Thus, there are offices with the same amount of authority but with different kinds of functions operating in different areas
competence. For example, the Government organisations, we can abserve separate offices looking after particular functions. T

happens in business organisations too.

3. Division of Work:
Work of the organisation is divided on the basis o take the advantages offdivision of labous. Each office in t

bureaucratic organisation has specific sphere of competence.

This involves:

(i) a sphere of obligations to perform functions which has been marked off as part of a systematic division of labour;

(ii) the provision of the incumbent with necessary authority to carry out these functions; and

(iii) the necessary means of compulsion are clearly defined and their use is subject to definite conditions.

nce within the organisation and each offic

T ivisi nsure that each office has a clearly-defined area of compete
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organisation calls for a system of maintaining rules to ensure twin requirements of uniformity and coordination of efforts by individual
members in the organisation.
These rules arg_more or less stable and more or less exhaustive. When there is no rule on any aspect of organisational operation, the

matter is referred upward for decision which subsequently becomes precedent for future decision on the similar matter. Rules provide
the benefits of stability, continuity, and predictability and each official knows precisely the outcome of his behaviour in a particular

maltter.

5. Impersonal Relationships:
A notable feature of bureaucracy is that relationships among individuals are governed through the system of official authority and rules.

Official positions are free from personal involvement, emotions and sentiments. Thus, decisions are governed by rational factors rather
than personal factors. This impersonality concept is used in dealing with organisational relations as well as relations between the

organisation and outsiders.

6. Official Record:
Bureaucratic organisation is characterised by maintenance of proper official records. The decisions and activities of the organisation are

formally recorded and preserved for future reference. This is made possible by extensive use of filling system in the organisation. An
official record is almost regarded as encyclopedia of various activities performed by the people in the organisation.?

7.Formal Communication
All decisions, rules, regulations, and behaviors are recorded. This information and communication will be shared in terms of the chain of
command. Hence, everything is documented and accounted. There is no question in what needs to be done, because it is written down.

8. Detailed Job Descriptions

The organization has clear and concise definitions, directions, and responsihilities of each position. Each worker is aware of their task and

how to emplay.

9. Employment Based on Expertise

The organization will assign workers in positions that would fit their competencies. Hence, workers will be placed in the organization were

they can maximize production.

3enefits of Bureaucracy:

rhe following are the advantages of Bureaucracy:
L. The rules and procedures are decided for every work it leads to, consistency in employee behaviour. Since employees are bound to

‘ollow the rules etc., the management process becomes easy.

2. The duties and responsibilities of each job are clearly defined there is no question of overlapping or conflicting job duties.

1. The selection process and pfomotion procedures are based on merit and expertise. It assists in putting right persons on right jobs
here is optimum utilisation of human resources.

}. The division of labour assists workers in becoming experts in their jobs. The performance of employees improves considerably.
and the work

= : . i lace
». The enterprise does not suffer when some persons leave it. If one person leaves then some other occupies that p

ioes not suffer.



LIt

AW

.

Disodvantages of Bureaucracy:
The following are the disadvantages of Bureaucracy:
1. This system suffers from too much of red tape and paper work.

2 The employees do not develop belongingness to the organisation.

3. The excessive reliance on rules and regulations and adherence to these policies inhibit initiative and growth of the emplioyes: 7.- -
treated like machines and not like individuals. There is neglect of human factor.

i

4. The employees become so used to the system, they resist to any change and introduction of new technigues of operations.

Evaluation:

Weber's model will be performed in those enterprises where change is not anticipated. Big business houses and government departments
use this type of arganisation. Weber is credited for attempting to develop Bureaucratic model for the first time.

Weber's model has some drawbacks. It has rigidity, impersonality, excessive cost of control, excessive dependence on superiors, tendency
to ignore organisational goals. Inspite of these limitations this model is very useful in large enterprises.

Problems in Bureaucracy:

Bureaucracy organisation has been considered once superior than ad hoc or temporary structure. It has been termed as rational and ideal
leading to efficiency. The efficiency in bureaucratic organisation comes through rationality and predictability of behaviour beczuse
everyone knows the consequence of his action become actually the action is undertaken.
However, bureaucracy has been criticised because of its inefficien

¢y and has been termed as 3 symbol of inefficiency. There are many dis-
functional aspects of bureaucracy which is referred to as bureau p

athology.
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2. Authority and R»_esponsibility—

hor autharity: ¢ i
obligation to carry out assigned v

ght to gi
duties EIVe orders and the power to extract obedience — responsibility: the
Discipline—
viscpline—respect for the rules that govern the organization

4. Unity of Command—
- nd
— —_ -9MMand—an employee should receive orders from one sigerior only

5. Uni irecti .
M@L@Q&:ﬁmuplng of similar activities that are directed to 3 single goal under one manager
> E.Em&w&@fﬂﬂﬂg%—imemsu of individuals and groups should not take precedence
on as a whole.
o R_m_ﬂ'wpavment should be fair and satisfactory for employees and the organization
8. ge_ntr_aﬂiggt_i@_—-managers retain final responsibility — subordinates maintain enough responsibility to accomplish their tasks
3. Scalar Chain (Line of Authority) —the chain of command from the ultimate authority to the lowest
10.

_Order—people and supplies should be in the right place at the right time

11. Equity—managers should treat employees fairly and equally

12. Stability of Tenure of Personnel—managerial practices that encourage long-term commitment from employees create a stable
workforce and therefore a successful organization

13. _'I_nit_ia__t_i\ig—employees should be encouraged to develop and carry out improvement plans

14. Esprit de Corps—managers should foster and maintain teamwork, team spirit, and a sense of unity among employees

Fayol's Five Elements of Management

Fayol is also famous for his five elements of management, which outline the key responsibilities of good managers:

1. Planning: Managers should draft strategies and objectives to determine the stages of the plan and the technology necessary
to implement it.

2. Organizing: Managers must organize and provide the resources necessary to execute said plan, including raw materials, tools,
capital, and human resources.

3. Command (delegation): Managers must utilize authority and a thorough understanding of long-term goals to delegate tasks and
make decisions for the betterment of the organization.

%, Coordination: High-level managers must work to integrate all activities to facilitate organizational success. Communication is key to
success in this component.

5. Monitoring: Managers must compare the activities of the personnel to the plan of action; this is the evaluation component of
management.
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" Neo-classical theog

Neo-classical theory deals with the human factor. Neoclassical theorists recognized the importance of individual or group behaviour
. " —_—— “
and emphasized human relations. Elton Mayo pioneered the human relations to improve levels of productivity and satisfaction. This

approach was first highlighted by the improvements known as ‘Hawthrone Experiments conducted at lllionois plant of Western
Electric Company between 1927 and 1932. Elton Mayo and Mary Parker Follett are the main contributors of human rélations
approach. Neo-classical approach also causes ‘Behavioural Science Management’ which is a further refinement of human relations
approch. It was argued that these considerations were more consequential in determining productivity than mere changes in

working conditions. Productivity increases were achieved as a result of high morale, which was influenced by the amount of

individual, personal and intimate attention workers received. B o
o
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Neo-Classical Theory: Human Relations and Behavioural Sciences Movement!
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I. Human Relations Movement:

Human relations movement de

of working conditions,
Increasing Productivity.

als with the factors which encourage higher performance on the part of workers. The improvemen
lowering of hours of work, Improvement of social

The contributions of some thinkers in this area are discussed here:

Elton Mayo f1880-.l.949):

Elton Mayo, an Australian by birth Went to United Staes and joined the staff of Harvard University. He later on became Professor of
Industrial Research at the Harvard Graduate Schog| of Business Studies. His j

widely read books are. The Human Problems of an, In

Mayo and his associate

Hawthorne Studies:
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(i1) All the improvements introduced earlier were systematically removed. Though the output fell a little but S(l“ it was more than it

was before the experiments.

(i) The improvements were reintroduced. The output roared and even working for 42 hours it was more than the previous records

The researches were baffled and could not explain the reasons for such changes. It was later pointed out that morale of employees
improved because of their recognition for experiments and hence their performance was better. The girls became a closely knit

group and co-operated happily with researches. They were made to feel that they were governing their own fate. The attention they
received from others, for being part of research, also acted as a motivating factor.

(iv) The last phase of these studies consisted of an investigation into the work practices on non-experimental group, consisting of
fourteen men and four supervisors, working in the Bank Wiring Observation Room. It was noticed that there was 3 definite code of
conduct operating among employees and they restricted their output between ‘rate-busting’ (producing too much) and chiseling
(producing too little). It was clear that attachment to this ‘informal’ organization was stronger than both the individual’s desire for
greater earnings and the company’s formal requirements.

Hawthorne studies revealed that an organization is not only a formal arrangement, of men and functions, but also a social systerr
which can be operated successfully only with the application of the principles of psychology and other behaviour sciences. -

Conclusions of Hawthorne Studies:

Hawthorne studies brought out the following observations:

1. Impact of Social Factors:

The impact of social factors was visible on the productivity of workers. The normally known ‘monetary incentives’ for increasin,
output were not visible. Elton Mayo described organization as a ‘social system’ and social norms at work play an important role i
motivating people. It was the restructuring of social relationships that was the main cause of changes in productivity at Hawthorni
studies. It was made clear that man was primarily motivated by his social needs i.e., a sense of security, recognition, morale an
belongingness. The outpui increased in Relay Room due to the effectively functioning of social group with a warm relationship wit|

its supervisors.

2. Importance of Informal Groups:

It was observed that in order to overcome the shortcomings of formal groups, workers create informal groups. Informal work group
have a great influence on productivity and attitudes of the workers towards work performance. Social pattern and pressure of
group, rather than management demands, frequently had the strongest influence on how productive workers would be.

3. Leadership: e to achics
Leadership is required to direct group activities. A formal supervisor as appointed by the management may not be able

: i i atter
the desired results. The ‘informal leaders’ acceptable to t he informal groups have more influence on their t:fha::liL: iy
£ i im wi
because they associate themselves with the groups. A supervisor form_ally appointed should associate himse

problems of the group for getting co-operation and better work from the workers.

. _ q
4. Proper Communication: kers. The experiments showe:
" nd workers.
Proper communication system is necessary for better understanding between man.a.gen“enti: decision making brought much better
that if workers are explained the logic of taking various decisions and also their participation ognition will help in

; due rec
. ; and giving them
results. Management should understand the attitudes and wewp_ﬂ'"ts of worker? o

overcoming many difficulties.
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Mayo was the first p

L
technology. He wanted the management 10 understand

His main contributions are described as follows:

1. Human Relations Approach: |

M htly called the father of human relations movement. His ideas were a milestone and a turning point in human relations
ayo 1S TR ‘ ‘ .

approach of the management. He recognized the importance of human factor In management. He said that human beings are

: a . . the m

complex and influential input Into organizational nerformance. The social and psychological needs of human beings cannot he

ignored

2. Non Economic Awards:

The traditional assumption was that workers will work more if they are offered more monetary incentives Taylor was the main
proponent of this approach. Elton Mayo said that the techniques of economic incentives were not only inadequate but also
unrealistic He was able to show that humane and respectful treatment, sense of participation and belonging, recognition, morale
human pride and social interaction are sometimes more important than pure monetary rewards

3. Social Man:

Mayo developed a concept of ‘social man’. He said that man is basically motivated by social needs and obtains hus sense ot identily

through relationships with others. He 1s more responsive to the social forces of the poar group rather than managenal incentive:
and controls. He also related productivity to a social phenomenon

4. Organisation as a Social System:

Mayo was of the opinion that informal relationships in the organization are more effective than

. | _ formal relationships People for
informal groups to give a bent to their feelings and seek guidance for action from such groups. In May Q's word ; ‘ .
words,

. ) ; “An organization 1s
a social system, a system of cliques, grapevines, informal status systems, rituals and a minute of logical, non-logical and il |
Heh . o ' and illogica
ehaviour }.1& \.ruas of the view that managers should maintain an equilibrium between the “logic of effi d ; N
formal organization. He thought that besides logic and facts people are also Buided by sentiments and f ey semandiadiy e
nd feelings

Hawthornes’ experiments were criticized for lack of scientific and vigorous research Th

. The

generalizations. Despite these observations Mayo's work was a turning point in the devel e e Lo Gtk (G WATaf]
e develo

pment of management thought

Mary Parker Follett (1868-1933):

Another thinker associated with human relations movement is Follett. She st
. s

Cambridge. She was a social worker associated with educational i Mince.3nd o

recreational a

| conamics at Harvard and
managers were also facing same problems as faced by public administrato
rs

nd i
Vocational guidance centres She found that

‘ ; . i } ctor. She
Dynamic Administration’ edited by Metcaff and Urwick. Follett favoured p N cveral papers which were collected in

by establishing clear cut ch : articipation of the ;

Y _| g clear cu c‘ann.els of communication. She argued that authori workers in the decision making process

personalised. Facts of a situation determine the basis of authorit " ty and order in an organisation shoul

management. Follett advocated that integration not domination should: an responsibility. She f ould be de
e

io
approach. 0
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|I. Behavioural Sciences Movement:
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The important aspects of behavioural approach were:
(i) Motivation of employees for improving productivitv.

(i) Organisation as a social system,

(iii) Lea dership-study of managerial behaviour,

(iv) Communication for better understanding in the organisation,

(v) Employee development- upgrading of employee and managerial skills.

The contributors to this thinking of management included Abraham Maslow, Douglas McGregor, Rensi Linkert, Chester Bernard

——

lodern theories of organizational structure /

D System approach

-

System Approach to Management In the 1960s, a new approach to management appeared which attempted to unify the earlier
school of thoughts. This approach is commonly referred to as ‘System Approach’. The system approach is based on the
generalization that an organization is a system and its components are inter-related and inter-dependent. “A system is composed of
related and dependent elements which, when in interactions, form a unitary whole. On other words, a sy§tem may be defined as an
organized and purposeful entity of inter-related, inter-dependent and inter-acting elements. It is a goal oriented organism that is
composed of parts interrelated in such a way that the total system is greater than the sum of its parts. The elements ot eathrsystem
ntay themselves be sub systems. These sub-systems are functionalmach other and to the total system.

The basic postulates of the system approach are as follows:

. organization is a system consisting of several subsystems. For example, in a business enterprise production, sales and other
departments re the subsystem

P The position and function of each subsystem can be analyzed only in relation to other subsystem and to the organization as a

whole rather than in isolation.
. ; s ; ; . es in its
_~* An organization is a dynamic system because it is responsive or sensitive to its environment. It is vulnerable to chang

environment.

Figure 2,8
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e Transformation Pr " i
ocess: The inputs are put through a transformation process that applies technology, operating methodologies,
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F , . ! e to the system as inputs. If the environment is
sans: ed with the output, business ::;peratlons‘ c_ontmue. If it is not, changes are initiated within the business S}'Stemsl so that
requirements of the customers are fully met. This is how an open system responds to the forces of change in the environmen
i t
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ContiNgENCy views are ulimately directed toward
OWarss suggesting —— ' A
speCiﬁC situations”_ oEeamzztong Jesgns and managenad actions most appropniate ko

The approach has been used in importan ‘
operation. The main features of ) U sub systems of management ke argamizztion, design. leadecship, behaviowr change and
. contingency a2pproach are-

* Management is i i r g :
ag entirely situational. The 2pphcation and effectivertess of any techniques is contingent on the situation

> Management action is contingent on certzin action outside the system or subsystem as the case may be

* Management should, therefore, match or fit its spoccach to the requrements of the particular situation. To be effective
management policies and practices must respond to enveronmental changes.

* Organizational action should be based on the behaviour of action outside the system so that organization should be integrated
with the environment.

* Management should understand that there is no one hard way to manage They must not consider management principles and
techniques universal. A general framework for contingent management has been shown in the Figure 210 Mowever, it is an

abstract depiction of the contingency model. In order to operationalise the contingency approach, managers need to know the
alternatives for different situations. It may be operationalized as a if then’ approach to management

The environment (If) is an independent varizble where as management (when) i a dependent vanable. In this model, a manager
has to take four sequential steps:

+ Analyze and understand the situation,
* Examine the applicability or validity of different princples and techniques to the situation at hand,
» Make the right choice by matching the techniques to the situations,

* Implement the choice.

FIGURE-2.10 A CONCEPTUAL MODEL OF CONTINGENCY APPROACH

It is not just job enlargement and enrichment which is important. but
hands of the users. The socio-technical systems approach s based o0 W,:::t system) V¢
technical system and the environment {Pasmore, 1988). people n“x“ of use’s
technical system) to produce goods or services valued by COMSERE Lo ycal
environment). Therefore, an equilibrium among the soctal systert:

the organization more effective.
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