
 

   

 
 

 

 

UNIT-1 

Definition of Management: 

Management is the process of planning, organizing, leading, and controlling resources—including 

human, financial, and physical—to achieve organizational goals effectively and efficiently. 

Example: 

Imagine a restaurant manager. Their job involves: 

 Planning: Creating a weekly schedule for staff and planning the menu. 

 Organizing: Assigning chefs to different food stations and ensuring ingredients are stocked. 

 Leading: Motivating staff, resolving conflicts, and ensuring customer service standards are met. 

 Controlling: Monitoring sales, checking food quality, and adjusting operations to improve 

performance. 

This entire process is an example of management in action. 

Nature of Management: 

1. Goal-Oriented: 

Management is always aimed at achieving specific organizational goals efficiently and 

effectively. 

2. Universal: 

It is applicable to all types of organizations—businesses, governments, schools, hospitals, etc. 

3. Social Process: 

Management involves dealing with people, building relationships, and motivating individuals. 

4. Dynamic Function: 

It adapts to changes in internal and external environments like market trends, technology, and 

customer preferences. 

5. Multidisciplinary: 

Management draws knowledge from economics, sociology, psychology, statistics, and more. 

6. Group Activity: 

It involves coordinating the efforts of a group of people, not individuals working in isolation. 

7. Continuous Process: 

Management is on-going; planning, organizing, leading, and controlling never stop. 



 

   

 
 

 

 

Scope of Management: 

1. Planning: 

Setting objectives and deciding in advance the appropriate actions to achieve them. 

2. Organizing: 

Arranging resources and tasks in a structured way to implement the plan. 

3. Staffing: 

Recruiting, selecting, training, and developing the human resources needed by the organization. 

4. Directing: 

Leading, motivating, and communicating with employees to ensure objectives are met. 

5. Controlling: 

Monitoring activities, comparing them with set goals, and correcting deviations. 

6. Coordination: 

Ensuring all departments and individuals work in harmony toward shared goals. 

7. Decision Making: 

Managers constantly make decisions that influence the direction and success of the organization. 

                          

 

Functions of Management  

Management functions are a set of core activities performed by managers to ensure that goals are met 

effectively and efficiently.  



 

   

 
 

 

 

According to Henry Fayol, ―To manage is to forecast and plan, to organize, to command, & to 

control‖.  

Luther Gullick has given a keyword ‘POSDCORB‘ where P stands for Planning, O for Organizing, S 

for Staffing, D for Directing, Co for Co-ordination, R for reporting & B for Budgeting.  

But the most widely accepted are functions of management given by KOONTZ and O‘DONNEL i.e. 

Planning, Organizing, Staffing, Directing and Controlling. 

These functions are typically grouped into five key areas: 

1. Planning 

Definition: Determining objectives and deciding the best course of action to achieve them. 

Example: A school principal plans the academic calendar for the year, setting exam dates, holidays, and 

syllabus timelines. 

2. Organizing 

Definition: Arranging resources (people, materials, finances) in a structured way to implement the plan. 

Example: The principal assigns teachers to subjects and classes and allocates classrooms and materials. 

3. Staffing 

Definition: Recruiting, selecting, training, and developing employees. 

Example: Hiring new teachers and arranging training sessions for them on updated teaching methods. 

4. Directing 

Definition: Guiding, leading, and motivating employees to perform tasks efficiently. 

Example: The principal motivates staff during meetings, communicates expectations, and addresses 

concerns. 

5. Controlling 

Definition: Monitoring progress and making corrections to stay on track with goals. 

Example: Reviewing students’ academic performance and taking corrective actions like extra classes or 

parent meetings. 

  



 

   

 
 

 

 

                                

 

 

Management is typically structured across three main levels: Top-Level, Middle-Level, and Lower-

Level (or First-Line) Management. Each level has distinct responsibilities. Here's an explanation with 

examples and a simple chart. 

 

Levels of Management 

1. Top-Level Management 

Role: Strategic decision-making, overall direction, and policy formulation. 

Titles: CEO, CFO, COO, Managing Director. 

Example: 

A CEO sets the 5-year strategic growth plan for a company to expand into international markets. 

2. Middle-Level Management 

Role: Implement strategies from top management and oversee lower-level managers. 

Titles: Department Head, Regional Manager, Plant Manager. 

Example: 

A Marketing Manager develops a quarterly advertising plan based on the company’s expansion 

strategy. 



 

   

 
 

 

 

3. Lower-Level (First-Line) Management 

Role: Direct supervision of non-managerial staff, task assignments, day-to-day operations. 

Titles: Supervisor, Team Leader, Foreman. 

Example: 

A Team Leader at a call center ensures daily targets are met and resolves customer service issues. 

                      

 

       

 

 



 

   

 
 

 

 

key challenges of management  

1. Adapting to Change 

 Challenge: Markets, technology, and consumer behaviors evolve rapidly. 

 Example: A manager must lead a team through a sudden shift to remote work or adopt AI tools. 

2. Managing Diverse Teams 

 Challenge: Differences in culture, language, age, and work style. 

 Example: Resolving conflicts or communication issues in a multicultural team. 

3. Effective Communication 

 Challenge: Miscommunication leads to errors, low morale, or delays. 

 Example: A manager must clearly convey goals across departments or locations. 

4. Time Management & Prioritization 

 Challenge: Too many tasks, tight deadlines, and limited resources. 

 Example: Deciding whether to attend a client meeting or resolve an internal team issue. 

5. Talent Retention & Motivation 

 Challenge: Keeping employees engaged and reducing turnover. 

 Example: Finding creative, budget-friendly ways to reward good performance. 

6. Performance Management 

 Challenge: Measuring and improving team output fairly and accurately. 

 Example: Providing feedback without discouraging employees. 

7. Decision-Making Under Uncertainty 

 Challenge: Making high-stakes decisions with incomplete data. 

 Example: Launching a new product in an uncertain economic climate. 

8. Technological Integration 

 Challenge: Keeping up with digital transformation and training staff. 

 Example: Implementing a new CRM system across multiple departments. 

9. Compliance and Ethics 

 Challenge: Navigating legal requirements and ethical expectations. 

 Example: Ensuring proper data protection practices in customer service. 

10. Budget Constraints 

 Challenge: Balancing quality and innovation with cost efficiency. 



 

   

 
 

 

 

 Example: Delivering a high-quality marketing campaign with a reduced budget. 

 

Managerial roles 

1. Interpersonal Roles 

These roles involve interactions with others and the management of relationships both within and 

outside the organization. 

 Figurehead 

Role: Symbolic leader, representing the organization in ceremonial or formal occasions. 

Example: A CEO attends an award ceremony or a ribbon-cutting event for a new company 

office, acting as the public face of the organization. 

 Leader 

Role: Motivating, directing, and guiding employees to achieve organizational goals. 

Example: A department manager motivates their team to meet project deadlines, provides 

mentorship, and leads by example in day-to-day operations. 

 Liaison 

Role: Networking with external and internal stakeholders, maintaining relationships with others. 

Example: A project manager holds meetings with vendors, cross-departmental teams, and 

clients to ensure project alignment and smooth communication. 

2. Informational Roles 

These roles revolve around the gathering, processing, and dissemination of information to ensure 

informed decision-making. 

 Monitor 

Role: Collecting internal and external information relevant to the organization’s success. 

Example: A market research manager continuously monitors industry trends and competitor 

activities to keep the company informed. 

 Disseminator 

Role: Sharing important information with employees or team members within the organization. 

Example: A team leader shares updates about new company policies with team members in a 

meeting to ensure everyone is informed and aligned. 



 

   

 
 

 

 

 Spokesperson 

Role: Representing the organization to external parties and delivering key messages. 

Example: A PR manager gives a public statement to the media after a product launch or 

addresses a company’s crisis. 

3. Decisional Roles 

These roles involve making decisions, managing conflicts, and allocating resources to achieve 

organizational objectives. 

 Entrepreneur 

Role: Initiating and driving new projects or innovations to improve the organization. 

Example: A business development manager proposes and leads a new product initiative to 

expand the company’s offerings into a new market. 

 Disturbance Handler 

Role: Dealing with conflicts, crises, or unexpected problems that disrupt normal operations. 

Example: A operations manager steps in to resolve an unexpected supply chain issue or a labor 

dispute that’s affecting production. 

 Resource Allocator 

Role: Deciding where to allocate resources (time, money, personnel) to maximize efficiency and 

achieve goals. 

Example: A project manager decides to allocate additional team members to a high-priority 

project to ensure its timely completion. 

 Negotiator 

Role: Engaging in negotiations to reach agreements or resolve conflicts, internally or externally. 

Example: A sales manager negotiates terms with a potential client to finalize a large contract. 

 

 

 

 

 

 

 



 

   

 
 

 

 

Summary of Managerial Roles with Examples 

 

Role Category Role Description Example 

Interpersonal Figurehead 
Representing the organization in 
ceremonial settings. 

CEO attending a ribbon-cutting 
ceremony. 

 
Leader Motivating and guiding employees. 

Department manager motivating 

team to meet project deadlines. 

 
Liaison 

Networking and building relationships 
within and outside the organization. 

Project manager holding meetings 
with vendors and internal teams. 

Informational Monitor 
Collecting information relevant to the 

organization. 

Market research manager tracking 

industry trends. 

 Disseminator 
Sharing information within the 
organization. 

Team leader communicating new 
policies to the team. 

 Spokesperson 
Representing the organization to external 

stakeholders. 

PR manager addressing media 

about a product launch. 

Decisional Entrepreneur Driving new projects or innovations. 
Business development manager 
leading a new product initiative. 

 
Disturbance 

Handler 
Handling conflicts, crises, and disruptions. 

Operations manager resolving a 

supply chain issue. 

 
Resource 

Allocator 

Allocating resources to achieve 

organizational goals. 

Project manager reallocating 

resources to a high-priority project. 

 

Managerial skills 

1. Conceptual Skills 

Definition: The ability to understand complex situations, think strategically, and see the bigger picture. 

Conceptual skills are crucial for planning, problem-solving, and decision-making at higher levels of 

management. 

Examples: 

 Top-level management (e.g., CEO) uses conceptual skills to develop long-term strategies and 

analyze how different departments interact with each other. 

 Planning for growth: A manager may create a vision of where the company should be in the 

next 5 years and strategize how to get there. 

Key Activities: 

 Understanding business trends 

 Strategic thinking 



 

   

 
 

 

 

 Analyzing organizational structure 

 Forecasting long-term consequences 

2. Technical Skills 

Definition: The ability to apply specific knowledge, techniques, and expertise to perform particular 

tasks. These skills are especially important for first-line and middle-level managers. 

Examples: 

 Middle-level management (e.g., department heads) may need technical skills to use certain 

software tools or manage specific processes (like product development, sales techniques, or data 

analysis). 

 Technical skills in action: An IT manager with strong technical expertise can troubleshoot 

network issues or optimize software for better efficiency. 

Key Activities: 

 Handling software or machinery 

 Problem-solving using specific tools 

 Applying industry-specific knowledge (e.g., marketing analytics, engineering design) 

 Ensuring product quality control 

3. Decisional Skills 

Definition: The ability to make decisions that benefit the organization, especially under uncertainty or 

pressure. These skills include resource allocation, conflict resolution, and crisis management. 

Examples: 

 Middle and Top-level management (e.g., General Manager or COO) need strong decisional 

skills to allocate budgets, resolve employee conflicts, or pivot company strategies during market 

changes. 

 Decisional skills in action: A manager decides to reallocate resources to a high-priority project 

that requires more immediate attention. 

Key Activities: 



 

   

 
 

 

 

 Problem-solving under pressure 

 Budgeting and resource allocation 

 Negotiating deals 

 Conflict resolution 

 Making quick decisions in crises 

 

 

Skill Type Definition Key Examples Key Activities 

Conceptual Skills 

The ability to see the big 

picture, think strategically, 

and understand how various 

functions are interconnected 

- CEO developing a 5-

year growth strategy. 

- Planning for 

organizational 

restructuring. 

- Long-term strategic 

planning. 

- Analyzing 

organizational issues. 

- Forecasting and 

identifying 

opportunities. 

Technical Skills 

Specialized knowledge or 

expertise needed to perform 

specific tasks, processes, or 

technologies. 

- IT manager 

troubleshooting network 

issues. 

- Marketing manager 

analyzing social media 

metrics. 

- Operating machinery 

or tools. 

- Using specialized 

software or systems. 

- Handling technical 

processes in the 

industry. 

Decisional Skills 

The ability to make decisions 

effectively, especially when 

facing uncertainty or 

challenges. 

- Allocating resources 

to critical projects. 

- Resolving a conflict 

between team members. 

- Problem-solving and 

decision-making under 

pressure. 

- Conflict resolution. 

- Budgeting and 

resource allocation. 

 

 

Evolution of management: It spans several centuries and reflects changes in economic, social, and 

technological conditions. From early management practices in ancient civilizations to modern, highly 



 

   

 
 

 

 

sophisticated management theories and practices, here’s a brief overview of how management has 

evolved over time: 

1. Early Management Practices (Pre-Industrial Revolution) 

Time Period: Ancient civilizations (e.g., Egypt, Greece, and Rome) 

Key Features: 

 Primitive Organization: In ancient times, management was more focused on leadership in small 

groups and armies, with tasks delegated by kings or leaders. 

 Labor Specialization: Early civilizations used skilled workers for specialized tasks (e.g., the 

construction of the Pyramids in Egypt). 

 Leadership & Control: Leaders were typically rulers or generals, managing large groups of 

laborers through commands rather than organized management systems. 

Example: Pharaohs managing vast teams of workers to construct the pyramids. 

 

2. The Industrial Revolution (Late 18th - Early 19th Century) 

Time Period: Late 1700s to early 1800s 

Key Features: 

 Emergence of Large-Scale Organizations: The rise of factories and mass production created 

the need for more formal management structures. 

 Division of Labor: Pioneered by thinkers like Adam Smith, who advocated breaking down 

tasks into specialized components for efficiency. 

 Rise of Supervisory Roles: With factories growing, roles like supervisors and foremen emerged 

to manage workers. 

 Scientific Management: Innovators like Frederick Taylor introduced the idea of scientific 

management, using time studies and efficiency methods to improve productivity. 

Example: The implementation of assembly lines by Henry Ford to mass-produce automobiles. 

3. Early 20th Century – Classical Management Theories 

Time Period: Early 1900s 

Key Features: 



 

   

 
 

 

 

 Scientific Management: Frederick Taylor emphasized improving efficiency through 

measurement, standardized work procedures, and task specialization. 

 Administrative Management: Henri Fayol developed the 14 principles of management, 

which emphasized the importance of management functions like planning, organizing, leading, 

and controlling. 

 Bureaucratic Management: Max Weber introduced bureaucracy, advocating for a 

hierarchical, rule-based organization structure. 

 Human Relations Movement: Focus shifted toward the human element of management, with 

Elton Mayo’s Hawthorne Studies highlighting the importance of motivation, group dynamics, 

and worker satisfaction. 

Example: The implementation of Taylor’s methods in factories, such as the Ford Motor Company’s use 

of scientific management to optimize production. 

4. Mid 20th Century – Behavioral & Modern Management Theories 

Time Period: 1930s to 1960s 

Key Features: 

 Behavioral Management: Emphasis on understanding human behavior at work, motivation, and 

leadership. 

o Abraham Maslow developed the Hierarchy of Needs, suggesting that employees are 

motivated by both basic needs and self-actualization. 

o Douglas McGregor’s Theory X and Theory Y introduced the idea that managers’ 

assumptions about workers (negative vs. positive) influenced their management style. 

 Systems Theory: Organizations were seen as systems of interrelated parts. Ludwig von 

Bertalanffy introduced the idea of systems thinking, which views the organization as a whole, 

with each part influencing others. 

 Contingency Theory: Fred Fiedler and others proposed that there is no one-size-fits-all 

approach to management. The best management style depends on the situation and context. 

 Decision Theory: Focus on how decisions are made and the role of information, emphasizing 

rationality in decision-making. 

Example: Companies began implementing more human-centric approaches like employee 

empowerment and teamwork, leading to higher engagement and productivity. 

5. Late 20th Century – Strategic Management & Total Quality Management (TQM) 



 

   

 
 

 

 

Time Period: 1970s to 1990s 

Key Features: 

 Strategic Management: Michael Porter introduced frameworks such as the Porter’s Five 

Forces model, helping managers analyze their competitive environment and develop strategies to 

improve market positioning. 

 Total Quality Management (TQM): Led by W. Edwards Deming and Joseph Juran, TQM 

focused on continuous improvement and customer satisfaction as the core of management. 

 Corporate Social Responsibility (CSR): As awareness of environmental and ethical issues 

grew, management began incorporating social responsibility into their strategies. 

 Globalization: Companies expanded globally, and management strategies evolved to include 

cross-cultural leadership, international competition, and managing global supply chains. 

Example: Companies like Toyota and General Electric implemented TQM strategies to focus on 

improving quality at every level. 

6. 21st Century – Contemporary Management Theories 

Time Period: 2000s to Present 

Key Features: 

 Agile Management: Agile methodologies, particularly in software development and project 

management, focus on adaptability, quick iterations, and flexibility in decision-making. 

 Digital Transformation: With the rise of technology and data analytics, businesses now 

leverage big data, AI, and automation to drive decisions and optimize operations. 

 Leadership & Innovation: Focus on transformational leadership that encourages innovation, 

adaptability, and change. Leaders are expected to foster creativity, collaboration, and continuous 

learning. 

 Sustainability and Ethical Management: Companies now emphasize sustainability in 

operations, including social, environmental, and ethical dimensions of business. 

 Remote Work & Virtual Teams: The COVID-19 pandemic accelerated the shift toward 

remote work, requiring managers to develop new tools and strategies to manage virtual teams 

effectively. 

Example: Companies like Google and Netflix are known for their innovative management practices, 

including flexible work cultures, data-driven decision-making, and prioritizing diversity and inclusion. 

Summary of the Evolution of Management 



 

   

 
 

 

 

Time Period Management Focus 
Key 

Theories/Approaches 
Key Figures 

Pre-Industrial 

Era 

Primitive management, leadership in 

small groups 
- - 

Industrial 

Revolution 

Efficiency, specialization, rise of large 
organizations 

- Scientific Management 

- Bureaucratic 

Management 

Frederick Taylor, Henri 
Fayol, Max Weber 

Early 20th 

Century 

Classical theories, human relations, 

motivation 

- Administrative 

Management 

- Human Relations 
Movement 

Elton Mayo, Douglas 

McGregor 

Mid 20th 

Century 

Behavioral theories, systems, 
contingency, decision-making 

- Systems Theory 
- Contingency Theory 

Abraham Maslow, Ludwig 
von Bertalanffy 

Late 20th 

Century 

Strategic management, quality 

management, globalization 

- Strategic Management 
- TQM 

- CSR 

Michael Porter, W. 

Edwards Deming 

21st Century 
Agile, digital transformation, 
leadership innovation 

- Agile Management 
- Digital Transformation 

Google, Netflix, Elon Musk 

 

The evolution of management reflects a shift from purely hierarchical, top-down approaches to more 

flexible, innovative, and people-centered management practices.  

This evolution is driven by changing technologies, social expectations, and business needs.  

 

Classical Approach in Management 

The Classical Approach to management is one of the earliest schools of thought in the study of 

management. Developed during the late 19th and early 20th centuries, it focuses on efficiency, 

productivity, and organizational structure. This approach treats management as a scientific 

discipline and emphasizes formal structure, clear hierarchy, and systematic management processes. 

Characteristics of the Classical Approach 

1. Focus on efficiency and productivity 

2. Emphasis on a formal organizational structure 

3. Clear hierarchy of authority 

4. Division of labor and specialization 

5. Rational and logical decision-making 

Three Branches of the Classical Approach 

Branch Main Focus Key Contributors 



 

   

 
 

 

 

Branch Main Focus Key Contributors 

1. Scientific Management 
Efficiency of individual tasks and 

workers 

Frederick W. Taylor, Frank & 

Lillian Gilbreth 

2. Administrative 

Management 

Organization-wide principles of 

management 
Henri Fayol 

3. Bureaucratic 

Management 

Structure, rules, and authority in 

organizations 
Max Weber 

 

1. Scientific Management 

Focus: Improving the efficiency of workers and work processes using scientific methods. 

Key Principles: 

 Time and motion studies 

 Standardized tools and methods 

 Scientific selection and training 

 Incentive-based pay systems 

Contributor: Frederick Taylor 

Example: Assembly line work in factories — workers trained to do one task efficiently using the best 

tools and methods. 

 

2. Administrative Management 

Focus: How to manage and structure an organization effectively. 

Key Principles (Henri Fayol’s 14 Principles): 

 Division of Work 

 Authority and Responsibility 

 Unity of Command and Direction 

 Scalar Chain 

 Equity, Initiative, Team Spirit (Esprit de Corps), etc. 

Contributor: Henri Fayol 

Example: A company using a clear chain of command and specific job roles to ensure smooth 

operations. 

 

3. Bureaucratic Management 



 

   

 
 

 

 

Focus: Creating a formal system of organization based on rules and hierarchy. 

Key Features: 

 Formal rules and procedures 

 Clear hierarchy and authority 

 Impersonal relationships 

 Merit-based employment and promotion 

Contributor: Max Weber 

Example: Government agencies with strict protocols and clear job roles, promotions based on exams or 

experience. 

 

Comparison Table: Branches of Classical Approach 

Feature Scientific Management 
Administrative 

Management 

Bureaucratic 

Management 

Focus 
Task and worker 

efficiency 
Organizational structure 

Rules, hierarchy, and 

control 

Key Thinker F.W. Taylor Henri Fayol Max Weber 

Level of Application 
Operational level (shop 

floor) 
Top management Entire organization 

Methods Used Time/motion studies Principles of management 
Rules, hierarchy, 

procedures 

Nature of 

Relationships 
Functional Structural Impersonal 

 

Advantages of Classical Approach 

 Increased efficiency and productivity 

 Clear roles and responsibilities 

 Strong organizational control 

 Predictable and stable operations 

 

 Limitations of Classical Approach 

 Ignores human and social needs of workers 

 Treats workers as machines 

 Rigid and inflexible structure 

 Not adaptable to change or innovation 

 



 

   

 
 

 

 

Conclusion 

The Classical Approach laid the foundation for modern management practices by introducing structure, 

discipline, and efficiency into the workplace.  

However, it focused mainly on the technical and formal aspects of management and did not consider 

the human and behavioral side, which was later addressed by the Human Relations approach. 

 

Scientific Management: 

Explanation of Scientific Management Principles: 

1. Scientific Job Analysis 

Taylor believed that jobs should be analyzed scientifically to determine the "one best way" to 

perform a task. This was in contrast to traditional management methods, where workers were 

simply expected to use their own methods for completing tasks. By studying the work process, 

Taylor aimed to eliminate unnecessary movements and make each task as efficient as possible. 

Example: In a factory setting, the task of lifting materials was analyzed to determine the most 

efficient method of lifting and moving materials. By using time and motion studies, Taylor 

identified the best techniques and the most effective tools to use for the job. 

2. Selection and Training of Workers 

Taylor emphasized the need to select workers who were best suited for specific jobs, and then 

provide them with training in the standardized methods that would increase efficiency. He argued 

that workers should be trained to perform specific tasks in a way that maximizes their output. 

Example: Instead of randomly assigning workers to tasks, Taylor advocated for selecting 

workers based on their skill set and physical capabilities. For instance, in a bricklaying job, 

workers would be trained to lay bricks in the most efficient way, ensuring that they were 

working at optimal speed and reducing unnecessary movements. 

3. Standardization of Tools and Procedures 

To avoid confusion and inefficiencies, Taylor proposed standardizing tools, machines, and work 

processes. This allowed workers to follow the same procedures and use the same equipment, 

improving consistency and reducing errors. 

Example: In the context of manufacturing, Taylor would ensure that all machines were 

calibrated to work in the most efficient manner, and that all workers used the same tools and 

followed the same procedures for each task. 



 

   

 
 

 

 

4. Performance-Based Incentives 

Taylor believed that workers would be more motivated to perform well if they were rewarded 

based on their output. He implemented performance-based pay systems, where workers received 

a higher wage if they met or exceeded production targets. 

Example: A factory worker might be paid based on the number of items produced, rather than an 

hourly wage. If a worker produced more than the standard number of items, they would earn 

more, which motivated them to increase productivity. 

5. Division of Labor 

Taylor advocated for a clear division of labor, where each worker would focus on a specific task 

rather than multitasking. This allowed workers to become highly skilled and efficient in a 

particular aspect of production. 

Example: In a car manufacturing plant, one worker might be assigned the task of attaching 

wheels to vehicles, while another might be responsible for installing engines. By specializing in 

these tasks, workers were able to perform their jobs more quickly and effectively. 

 

Administrative Management 

Administrative Management, on the other hand, focuses on the organization and structure of 

management within an organization. The theory was developed by Henri Fayol, who is considered the 

father of administrative management. 

Key Principles of Administrative Management 

1. Division of Work 

Fayol believed in dividing work into specialized tasks, much like Taylor's scientific management, but 

with a focus on the overall functioning of the organization. The division of work ensures specialization 

and enhances efficiency at all levels of the organization. 

Example: A large corporation may divide its operations into departments like marketing, human 

resources, and finance, each with its specialized tasks and roles. 

2. Authority and Responsibility 

Fayol argued that authority (the right to give orders) and responsibility (the duty to carry out the orders) 

should go hand in hand. Managers must have the authority to make decisions and the responsibility to 

ensure those decisions are carried out. 

Example: A department head has the authority to make decisions for the department but is also 

responsible for ensuring that the team meets its goals. 



 

   

 
 

 

 

3. Discipline 

Discipline in an organization refers to the adherence to established rules and procedures. For Fayol, 

maintaining discipline was essential for organizational efficiency. 

Example: Employees are expected to follow company policies, such as showing up on time and 

following safety protocols. 

4. Unity of Command 

Fayol introduced the concept that each employee should receive orders from only one superior to avoid 

confusion and conflicting instructions. 

Example: An employee should report to only one manager who gives them tasks, rather than receiving 

conflicting instructions from multiple managers. 

5. Unity of Direction 

This principle emphasizes that an organization should have a single plan or direction. All activities 

within the organization should be aligned to achieve the same goals. 

Example: All departments in a company, such as marketing, production, and sales, should work toward 

achieving the same corporate goals and objectives. 

6. Subordination of Individual Interest to General Interest 

The interests of the organization as a whole should take precedence over individual interests. This 

ensures that decisions benefit the organization, not just individual employees or departments. 

Example: If an employee’s personal goals conflict with the company’s objectives, the company’s goals 

should take precedence. 

7. Remuneration of Personnel 

Fayol believed in rewarding employees fairly for their work. Compensation should be sufficient to 

motivate workers while also being sustainable for the organization. 

Example: A company provides competitive salaries and benefits to attract and retain skilled employees. 

8. Centralization vs. Decentralization 

Fayol advocated for finding the right balance between centralization (decision-making power held by 

top management) and decentralization (decision-making power delegated to lower levels). The balance 

should depend on the size and nature of the organization. 

Example: In a small company, decision-making may be centralized, whereas in a large corporation, 

decision-making may be decentralized, with managers at lower levels making decisions. 

9. Scalar Chain 

Fayol emphasized the importance of having a clear chain of command within the organization. 

Employees should know who to report to and who is in charge at each level of the organization. 



 

   

 
 

 

 

Example: A large organization may have multiple layers of management, and each employee knows 

exactly who to report to in their respective department. 

10. Order 

There should be an orderly arrangement of resources and personnel to avoid confusion and inefficiency. 

Everything and everyone should have a designated place in the organization. 

Example: A company should ensure that office supplies, files, and employee roles are well-organized. 

11. Equity 

Fayol believed in treating employees with fairness and justice. This would ensure loyalty, motivation, 

and a positive work environment. 

Example: A company ensures that all employees are treated fairly in terms of promotions, salary 

increases, and workload distribution. 

12. Stability of Tenure of Personnel 

Organizations should aim to minimize employee turnover by providing job security and opportunities 

for advancement. 

Example: A company provides career development programs and promotes from within to retain 

experienced staff. 

14. Initiative 

Employees should be encouraged to take initiative and come up with new ideas for improving processes 

and achieving organizational goals. 

Example: A manager empowers team members to suggest improvements in production methods or 

customer service techniques. 

15. Esprit de Corps 

Fayol believed in promoting team spirit and cohesion within the organization. This creates a strong 

sense of unity and collaboration. 

Example: Team-building activities and open communication foster a positive organizational culture. 

 

Comparison of Scientific and Administrative Management 

Aspect Scientific Management Administrative Management 

Focus 
Improving efficiency through 

scientific methods. 

Improving organizational structure and 

management processes. 

Key 

Proponent 
Frederick Winslow Taylor Henri Fayol 



 

   

 
 

 

 

Aspect Scientific Management Administrative Management 

Core Idea 
Optimize individual tasks and 

workflows. 

Optimize management practices and the 

organization’s structure. 

Approach 
Task-oriented, with a focus on time 

and motion studies. 

People-oriented, with a focus on leadership and 

organizational principles. 

Primary 

Goal 

Increase productivity by improving 

efficiency. 
Increase overall organizational effectiveness. 

Focus on 

Workers 

Workers are seen as components of 

the system, with a focus on 

productivity. 

Workers are part of an integrated system that 

requires good management principles. 

Main 

Elements 

Scientific job analysis, performance-

based incentives, standardized 

procedures. 

Division of labor, authority, discipline, unity of 

command, remuneration. 

Example 
Ford Motor Company’s moving 

assembly line. 

A well-structured organization with clear roles and 

responsibilities, like a government agency or a 

large corporation. 

 

 

 Scientific Management is ideal for industries where tasks are repetitive and can be optimized 

for efficiency. It's particularly effective in manufacturing settings. 

 Administrative Management is more broadly applicable to various types of organizations, 

including service-based industries and large corporations. It focuses on the structure, authority, 

and coordination of the entire organization. 

 

Behavioral Approach in Management 

The Behavioral Approach (also known as the Human Relations Approach) emphasizes the human 

element in the workplace. It focuses on how managers can motivate employees, improve 

communication, and build better interpersonal relationships to increase productivity and job satisfaction. 

This approach emerged as a reaction to the limitations of the Classical Approach, which treated 

workers like machines and ignored their social and emotional need 

"Understanding human behavior at work is essential for effective management." 

Key Characteristics of the Behavioral Approach 

1. Focus on people, not just tasks 



 

   

 
 

 

 

2. Importance of motivation, leadership, communication, and group dynamics 

3. Recognition of informal work groups 

4. Encouragement of employee participation in decision-making 

5. Manager as a leader and facilitator, not just a controller 

Key Features of the Behavioral Approach 

1. Focus on People – Understanding that people are the most important asset in an organization. 

2. Motivation – Recognizing that employees are motivated by more than just money (e.g., respect, 

recognition). 

3. Group Dynamics – People work in groups and their behavior is influenced by others. 

4. Leadership Style – Managers should lead by inspiring and supporting, not just directing. 

5. Communication – Open and two-way communication is essential for a healthy workplace. 

6. Participation – Employees should be involved in decision-making. 

 

Key Theories Within the Behavioral Approach 

1. Hawthorne Studies (Elton Mayo) 

 Found that productivity improved when workers felt valued and involved. 

 Conclusion: Social and psychological factors (like attention and group belonging) are more 

important than physical conditions. 

2. Maslow’s Hierarchy of Needs 

 Motivation is based on fulfilling five levels of human needs: 

1. Physiological (food, shelter) 

2. Safety (job security) 

3. Social (friendship) 

4. Esteem (recognition) 

5. Self-Actualization (personal growth) 

3. Theory X and Theory Y (McGregor) 

Theory X Theory Y 



 

   

 
 

 

 

Theory X Theory Y 

People dislike work People enjoy meaningful work 

Need to be controlled Can be self-directed 

Avoid responsibility Seek responsibility and development 

 

Example of Behavioral Approach in a Company 

Example: A company like Google uses the behavioral approach by: 

 Encouraging teamwork and collaboration 

 Allowing flexible work environments 

 Focusing on employee happiness and well-being 

 Offering recognition and opportunities for self-growth 

Benefits of the Behavioral Approach 

 Improves employee motivation and satisfaction 

 Builds stronger teams and workplace culture 

 Encourages creativity and innovation 

 Reduces conflict and improves communication 

 Limitations 

 May ignore structural and technical aspects of management 

 Difficult to predict or measure human behavior accurately 

 Can lead to a lack of discipline if not balanced 

 

 

 

 

 



 

   

 
 

 

 

 

UNIT-2 

 

INTRODUCTION TO PLANNING 

 

Planning is the most fundamental function of management. An organization can succeed in 

effective utilization of its human, financial and material resources. Planning involves 

determination of objectives of the business, formation of programs and courses of action for their 

attainment, development of schedules and timings of action and assignment of responsibilities 

for their implementation.  

Planning thus precedes all efforts and action, as it is the plans and programs that determine the 

kind of decisions and activities required for the attainment of the desired goals. In the absence of 

planning, it will be impossible to decide what activities are required, how they should be 

combined into jobs and departments, who will be responsible for what kind of decisions and 

actions, and how various decisions and activities are to be coordinated. 

Definition of Planning 

 

Planning is the process of deciding in advance what is to be done, who is to do it, how it is to be 

done and when it is to be done. It is the process of determining a course of action, so as to 

achieve the desired results. It helps to bridge the gap from where we are, to where we want to go. 

It makes it possible for things to occur which would not otherwise happen. Planning is a higher 

order mental process requiring the use of intellectual faculties, imagination, foresight and sound 

judgment. 

According to Koontz O‟Donnell - "Planning is an intellectual process, the conscious 

determination of courses of action, the basing of decisions on purpose, acts and considered 

estimates". 

Planning Elements 

 

1. What will be done – what are the objectives of business in the short and in the long run? 

2. What resources will be required – This involves estimation of the available and potential 

resources, estimation of resources required for the achievement of objectives, and filling the 

gap between the two, if any. 



 

   

 
 

 

 

3. How it will be done – This involves two things : (i) determination of tasks, activities, 

projects, programs, etc., required for the attainment of objectives, and (ii) formulation of 

strategies, policies, procedures, methods, standard and budgets for the above purpose. 

4. Who will do it – It involves assignment of responsibilities to various managers relating to 

contributions they are expected to make for the attainment of enterprise objectives. This is 

preceded by the breaking down of the total enterprise objectives into segmental objectives, 

resulting into divisional, departmental, sectional and individual objectives. 

5. When it will be done – It involves determination of the timing and sequence, if any, for the 

performance of various activities and execution of various projects and their parts. 

NATURE/CHARACTERISTICS OF PLANNING 

 

1. Goal oriented: Planning centers around the corporate mission and goals. So planning is said 

to be goal oriented. It contributes positively to achievement of mission and goals. It identifies 

the measures to be taken to achieve the targeted results efficiently and economically. 

2. Intellectual process: Not everybody can be good at planning. Planning is not guessing. One 

should be capable of thinking in a systematic manner. It is so because planning demands 

intellectual skills such as vision, farsighted outlook, imagination and analytical skills to take 

rational decisions. 

3. Involves choice: There are alternatives available to achieve a particular target. The manager 

has to select the best alternative based on the merits and demerits of each alternative.  

4. Basis for other functions: Since planning is first function of the manager, the results of 

planning form the basis for all other managerial functions. 

5. Pervasive in nature: Planning is essential for all organizations – small or big, domestic or 

foreign, profit-making or non-profit making oriented. Managers at the top, middle an d lower 

levels in any organization have to systematically plan for the future. Thus, planning is said to 

be all pervasive. 

6. Continuous and dynamic: Business environment is complex and keeps changing. 

Consequently, plans also need to be dynamic. They have to be worked out for a given 



 

   

 
 

 

 

timeframe at the end of which they must be reviewed and new plans prepared for the next 

year. Thus, planning is a continuous process. 

7. Flexible in nature: Plans should not be rigid. They should be flexible in nature and 

accommodate a change in circumstances. 

8. Intends to enhance efficiency: the aim of planning is to achieve the maximum targets at 

minimum cost and quickly. So all plans should be cost effective and worth their investments. 

The benefits from a plan should be more than its costs. 

IMPORTANCE OF PLANNING 

 

1. Helps to achieve targets: Plans are expressed in terms of budgets. Budgets act as targets. 

Every manager strives hard to achieve a given target. Thus, planning contributes to target 

achievement. 

2. Minimizes uncertainty and risk: Business environment is uncertain and risky. Planning is 

the only way to move towards certainty and confidence. 

3. Guide for action: Plans direct people towards achieving goals. As part of planning, 

organizations keep a list of supporting plans, policies, procedures, programs, strategies, rules 

and budgets to guide their people towards the goals. 

4. Ensures order: Organizations walk into chaos if they don‟t plan properly. The only way to 

ensure order is to think of probable problems in advance and create the necessary 

infrastructure to sort them out. 

5. Improves efficiency: Efficiency means doing things correctly and at minimum cost. Every 

department has a budget. It means all possible activities have been considered while framing 

the budget. Clear plans leave only one task for mangers – their implementation. Planning is 

bound to improve efficiency. 

6. Facilitate control: Plan is a means of control. The actual performance of the organization 

and also its members can be evaluated based on plans. 



 

   

 
 

 

 

7. Promotes innovation and creativity: Progressive organizations involve their staff in 

organizational planning. Planning is considered a means to promote innovation and creativity 

among the staff. 

8. Coordination made easy: Plans indicate what the employees have to do to attain their goals. 

Plans make it easier for mangers to coordinate the efforts of their staff. 

GENERAL FRAMEWORK FOR PLANNING 

 

1. Define present situation: Define the present situation (includes examining internal 

capabilities and external threats and opportunities). 

2. Establish goals and objectives: Establish goals that can continue to focus on what the 

business can do best 

3. Analyze environment: Analyze the environment in terms of aids and barriers to goals and 

objectives: Predict which internal and external factors will foster or hinder attainment of desired 

goals 

4. Develop action plans: Develop action plans for reaching goals and objectives (without action 

plans, goals may not be attained).Develop budgets (most action plans require money, so realistic 

budgets have to be developed).Implement the plans (plans are often developed then forgotten). 

5. Develop budgets: Among the expenses would be larger advertising and promotion budgets 

 

6. Implement the plans: If the plans developed in the previous five steps are to benefit the firm, 

they must be put to use. 

7. Control the plans: Control the plans (evaluate progress and make any necessary adjustments 

for lack of progress).Make contingency plans (develop an alternative in case the original plan 

cannot be implemented successfully or at all; an exit strategy might be part of the contingency 

plan). 



 
 

 

 

 

 

 

 

Fig: General Frame Work for Planning  

 

 

PLANNING PROCESS 

  

                    

 

 

The following eight main steps are involved in the planning process of an organization. 
 

 

1. Identifying Opportunities 

2. Defining goals 



 
 

 

 

 

3. Considering Planning Premises 

4. Identifying Alternatives 

5. Evaluating Alternatives 

6. Choosing the Best Alternative 

7. Formulating Supporting Plans  

8. Making Budgets 

Steps in Planning with an example 

Scenario: Opening a New Cafe 

A business owner wants to open a new café in the city. 

1. Identifying Opportunities 

 Recognizing the demand for a café in a particular area. 

 Analyzing market trends and customer preferences. 

2. Defining Goals 

 Opening a café within six months. 

 Achieving a revenue target of $50,000 in the first year. 

3. Considering Planning Premises 

 Evaluating the competition in the area. 

 Identifying supplier costs, rent, and regulations. 

4. Identifying Alternatives 

 Renting a small space in a busy street. 

 Partnering with an existing restaurant to set up a café corner. 

 Starting an online café with home delivery. 

5. Evaluating Alternatives 

 Assessing costs, risks, and customer reach of each alternative. 

 Conducting surveys to understand customer preferences. 

6. Choosing the Best Alternative 

 Selecting a standalone café in a high-footfall location. 



 
 

 

 

 

7. Formulating Supporting Plans 

 Marketing Plan: Social media promotions and influencer partnerships. 

 HR Plan: Hiring skilled baristas and staff. 

 Operations Plan: Setting up a supplier network for coffee beans and bakery items. 

8. Making Budgets 

 Allocating funds for rent, equipment, staff salaries, and marketing. 

 Estimating revenue projections for sustainability. 

 

Types of Plans in Planning  

Planning can be classified into strategic, tactical, and operational plans. It is further divided into 

standing plans and single-use plans based on usage. 

 

1. Strategic Plans (Long-term & Broad) 

 High-level plans defining the overall direction of an organization. 

 Set by top management and guide decision-making. 

Example: A company plans to expand into international markets in the next five years. 

2. Tactical Plans (Mid-term & Departmental) 

 Created to implement strategic plans. 

 Focuses on specific functions like marketing, finance, HR, etc. 

Example: The marketing department develops a digital advertising strategy to increase brand 

awareness. 

3. Operational Plans (Short-term & Day-to-Day) 

 Focuses on routine tasks and daily operations. 

 Ensures efficiency in regular business activities. 

Example: A restaurant prepares a daily schedule for chefs and waiters. 

Categories of Plans 

A. Standing Plans (Reusable & Standardized) 

Used repeatedly for recurring situations. 

1. Policies 



 
 

 

 

 

 General guidelines for decision-making. 

 Provide a framework for handling issues. 

Example: A company’s policy on employee promotions and appraisals. 

2. Procedures (Standard Operating Procedures - SOPs) 

 Step-by-step instructions for specific tasks. 

 Example: The process of handling customer complaints in a bank. 

3. Rules 

 Specific regulations that must be followed. 

 Example: "No smoking in office premises." 

B. Single-Use Plans (Temporary & One-time Use) 

Used for unique projects or situations. 

1. Budgets 

 Financial plans for expenses and revenues. 

👉 Example: A company allocates $100,000 for a new product launch. 

2. Programs 

 Detailed plans outlining objectives, policies, and procedures for a project. 

👉 Example: A government program to build affordable housing for low-income families. 

 

Summary Table: Types of Plans 

Type Category Examples 

Strategic Plans Long-term goals Expansion into a new country 

Tactical Plans Mid-term department goals Launching a social media campaign 

Operational Plans Daily activities Employee work schedules 

Policies Standing Plan Employee leave policy 

Procedures Standing Plan Steps for order processing in a factory 

Rules Standing Plan "No phone usage during meetings" 

Budgets Single-Use Plan Marketing budget for the next quarter 

Programs Single-Use Plan Organizing a corporate event 

 



 
 

 

 

 

 

Steps in Decision Making 

1. Identify the Problem or Decision to be Made – Clearly define the issue or opportunity that 

requires a decision. 

2. Gather Relevant Information – Collect data, facts, and insights to understand the situation 

better. 

3. Identify Possible Alternatives – List different options or courses of action available. 

4. Evaluate Alternatives – Analyze the pros and cons of each option based on feasibility, risks, 

and benefits. 

5. Choose the Best Alternative – Select the most effective and practical solution. 

6. Implement the Decision – Put the chosen option into action with a clear plan. 

7. Monitor and Evaluate the Decision – Assess the results and make adjustments if needed. 

 

         

                                              

 

 

 

Steps in Decision Making with Example 



 
 

 

 

 

Decision-making is a systematic process that helps individuals and organizations choose the best course 

of action from multiple alternatives. Below are the key steps involved in decision-making, along with an 

example for better understanding. 

 

1. Identify the Problem or Decision to be Made 

The first step is to recognize the issue or opportunity that requires a decision. A clear understanding of 

the problem ensures effective decision-making. 

 Example: A retail company notices a decline in customer footfall and must decide how to attract more 

customers. 

2. Gather Relevant Information 

Collect necessary data and insights to make an informed decision. This may involve market research, 

past records, and expert opinions. 

 Example: The company conducts surveys to understand customer preferences and analyzes 

competitors’ strategies. 

3. Identify Possible Alternatives 

List different courses of action that could help solve the problem. Brainstorming multiple options 

ensures flexibility and better outcomes. 

Example: The company considers several strategies, such as offering discounts, launching a loyalty 

program, improving customer service, or increasing advertising efforts. 

4. Evaluate Alternatives 

Analyze the pros and cons of each option based on feasibility, cost, risks, and potential benefits. 

 Example: The company evaluates each alternative: 

 Discounts may increase short-term sales but reduce profit margins. 

 A loyalty program may enhance customer retention but take time to show results. 

 Improved customer service can enhance brand reputation but requires training and investment. 

 Increased advertising can attract new customers but is expensive. 

5. Choose the Best Alternative 

Select the most effective and practical option based on the analysis. 

Example: The company decides to introduce a loyalty program because it enhances long-term customer 

retention and brand loyalty. 

6. Implement the Decision 



 
 

 

 

 

Put the chosen solution into action with a well-defined plan. 

Example: The company rolls out a loyalty program where customers earn points for every purchase, 

which can be redeemed for discounts or free products. 

7. Monitor and Evaluate the Decision 

Assess the results of the decision to see if it is achieving the desired outcome. If necessary, make 

adjustments to improve effectiveness. 

Example: After three months, the company reviews customer feedback and sales data. If the loyalty 

program is successful, they expand it. If not, they consider additional marketing efforts. 

Conclusion 

Decision-making is a structured process that ensures logical and informed choices.  

In this example, the company followed a step-by-step approach to address declining customer footfall, 

analyse potential solutions, and implement the best one while continuously monitoring its effectiveness.  

This method ensures better outcomes and long-term success. 

 

 

 

Steps in Problem Solving 

1. Identify the Problem – Clearly define the issue that needs to be solved. 

2. Gather Information – Collect relevant data and understand the problem's root causes. 

3. Analyze the Problem – Break down the problem, identify patterns, and evaluate its impact. 

4. Generate Possible Solutions – Brainstorm different solutions based on available information. 

5. Evaluate and Select the Best Solution – Compare alternatives based on feasibility, risks, and 

benefits. 

6. Implement the Solution – Put the chosen solution into action with a clear plan. 

7. Monitor and Review – Assess the effectiveness of the solution and make adjustments if 

necessary. 

 



 
 

 

 

 

 

 

 

 

 

 

Steps in Problem Solving with Example 

Problem-solving is a structured approach to identifying and resolving challenges effectively. Below are 

the key steps involved, along with an example for better understanding 

1. Idntify the Problem 

The first step is to clearly define the issue to be solved. A well-defined problem helps in finding an 

appropriate solution. 

Example: A company notices a decline in product sales over the past three months. 

2. Gather Information 

Collect relevant data and insights to understand the root cause of the problem. This can involve surveys, 

feedback, and analyzing past trends. 

 Example: The company reviews customer feedback, sales reports, and competitor strategies to 

determine why sales are dropping. 

3. Analyze the Problem 

Break down the problem into smaller components, identify patterns, and determine the factors 

contributing to it. 



 
 

 

 

 

Example: Analysis reveals that customers are switching to a competitor due to better pricing and 

additional features. 

4. Generate Possible Solutions 

Brainstorm multiple solutions that could resolve the issue. Consider different perspectives and 

approaches. 

Example: The company comes up with possible solutions such as offering discounts, improving product 

features, or enhancing marketing efforts. 

5. Evaluate and Select the Best Solution 

Compare the possible solutions based on feasibility, cost, risks, and benefits. Choose the most effective 

approach. 

Example: After evaluating options, the company decides to launch a promotional campaign with 

discounts and additional customer benefits. 

6. Implement the Solution 

Put the chosen solution into action by developing an action plan and executing it effectively. 

Example: The company rolls out a marketing campaign offering a 20% discount for first-time buyers 

and adds a new feature to the product. 

7. Monitor and Review 

Assess the effectiveness of the implemented solution and make necessary adjustments if needed. 

Example: After a month, the company reviews sales data and customer responses. If sales improve, they 

continue the strategy; if not, they refine their approach. 

Conclusion 

By following these steps, problems can be solved systematically and efficiently.  

In this example, the company was able to identify a decline in sales, analyze its causes, generate possible 

solutions, implement the best one, and evaluate its impact, leading to an informed decision-making 

process. 

 

Programmed vs. Non-Programmed Decision Making 

Decision-making is an essential part of management. It can be classified into Programmed Decisions 

(routine and repetitive) and Non-Programmed Decisions (unique and complex). 

 

1. Programmed Decision Making 



 
 

 

 

 

These decisions are structured, repetitive, and follow established policies or procedures. They are made 

for routine problems and can often be automated or delegated. 

Characteristics: 

1. Routine and repetitive 

2. Based on rules, policies, or SOPs 

3. Can be handled by lower management 

4. Low risk and impact 

Examples: 

1. Employee Leave Approval – Following HR policy for approving sick leave. 

2. Reordering Inventory – A retail store restocking products when stock falls below a set level. 

3. Payroll Processing – Salaries are processed based on a fixed schedule. 

 

2. Non-Programmed Decision Making 

These decisions are complex, unique, and require deep analysis, creativity, and judgment. They are 

made in uncertain situations where no predefined rules exist. 

Characteristics: 

1. Unstructured and unpredictable 

2. Require problem-solving and creativity 

3. Handled by senior management 

4. High risk and impact 

Examples: 

1. Launching a New Product: A tech company decides to introduce a new smartphone model after 

analyzing market trends. 

2. Crisis Management: A company handling a public relations disaster after a faulty product recall. 

3. Business Expansion: A company deciding whether to enter a new international market. 

4. Mergers & Acquisitions: A business evaluates whether to acquire a competitor to strengthen its 

market position. 

5. Responding to a Pandemic: A school decides to shift to online learning during COVID-19. 

 

Key Differences Between Programmed & Non-Programmed Decisions 

Feature Programmed Decision Non-Programmed Decision 

Nature Routine, structured Unique, unstructured 

Repetitiveness Frequent and repetitive Rare and exceptional 



 
 

 

 

 

Feature Programmed Decision Non-Programmed Decision 

Risk Level Low High 

Decision Maker Lower/middle management Top management 

Example Reordering stock, approving leave Business expansion, crisis response 

 

Conclusion 

 Programmed decisions improve efficiency and consistency in day-to-day operations. 

 

 Non-programmed decisions require innovation and strategic thinking to solve complex 

problems. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 

 

 

UNIT-3 

 

The principles of organization refer to fundamental guidelines that help structure and manage 

organizations effectively. These principles ensure efficiency, clarity, and productivity in an organization.  

Here are some key principles: 

1. Unity of Command 

Each employee should receive instructions from only one superior to avoid confusion and conflict. 

2. Unity of Direction 

All activities should be aligned toward the organization's common objectives, ensuring coordination and 

focus. 

3. Hierarchy (Scalar Chain) 

A clear chain of command should be established, ensuring proper communication and decision-making 

levels. 

4. Division of Work 

Tasks should be divided among individuals based on specialization to improve efficiency and 

productivity. 

5. Span of Control 

A manager should oversee only a limited number of subordinates to maintain effectiveness in 

supervision and decision-making. 

6. Delegation of Authority 

Authority and responsibility should be delegated to employees based on their roles and competencies to 

ensure smooth operations. 

7. Coordination 

All departments and employees should work together harmoniously to achieve organizational goals 

efficiently. 

8. Flexibility 

Organizations should be adaptable to changes in the environment, technology, and market conditions. 

9. Efficiency 

Resources, including human, financial, and material, should be utilized optimally to maximize 

productivity. 



 
 

 

 

 

10. Accountability 

Each employee should be responsible for their actions, ensuring transparency and responsibility in 

decision-making. 

 

Organizational design and structure define how tasks, responsibilities, and authority are arranged within 

a company.  

A well-structured organization enhances communication, efficiency, and goal achievement. 

 

1. Organizational Structure 

Organizational structure refers to the formal system of roles, relationships, and hierarchy within an 

organization. Common types include: 

a) Functional Structure 

Employees are grouped based on their specialized functions (e.g., Marketing, HR, Finance). 

Example: A manufacturing company with separate departments for Production, Sales, and R&D. 

Pros: Specialization, efficiency, and clear career paths. 

Cons: Limited cross-department communication, potential silos. 

 

b) Divisional Structure 

The organization is divided into self-contained divisions based on products, geography, or customer 

segments. 

Example: A car company with separate divisions for SUVs, Sedans, and Electric Cars. 

Pros: Focused strategies, flexibility, and accountability. 

Cons: Duplication of resources, higher costs. 

 

c) Matrix Structure 

Employees report to both a functional manager and a project or product manager. 

Example: A tech company where software engineers report to both a project leader and an IT director. 

Pros: Flexibility, efficient resource use, and cross-functional collaboration. 

Cons: Complex hierarchy, potential conflicts. 



 
 

 

 

 

 

d) Flat Structure 

Few or no levels of middle management; encourages employee autonomy. 

Example: A startup where employees have direct access to the CEO. 

Pros: Quick decision-making, innovation, and empowerment. 

Cons: Can be chaotic in large organizations, unclear authority. 

 

e) Hierarchical Structure 

Traditional structure with clear levels of authority and a top-down approach 

Example: Government organizations, military, or large corporations like banks. 

Pros: Clear responsibilities, stability, and discipline. 

Cons: Slow decision-making, bureaucracy. 

 

 

 

1. Departmentalization 

Departmentalization is the process of grouping activities and employees into departments based on 

common tasks or functions. It helps in organizing work efficiently and ensuring specialization. 

Key Idea: 

 Divides work into manageable sections. 

 Increases efficiency by grouping similar tasks together. 

 Enhances coordination and specialization. 

Types & Examples: 

 Functional Departmentalization – Groups employees based on function 

(e.g.,marketing,finance,HR). 

Example: A manufacturing company may have separate departments for production, sales, and 

customer service. 

 Geographical Departmentalization – Divides operations by location or region. 

Example: A multinational corporation like Coca-Cola may have departments for North America, 

Europe, and Asia. 



 
 

 

 

 

 Product Departmentalization – Based on different products or product lines. 

Example: Apple has separate divisions for iPhones, MacBooks, and iPads. 

 Customer Departmentalization – Organized by customer groups. 

Example: A bank may have different divisions for individual customers, businesses, and 

government clients. 

 Process Departmentalization – Based on the production process or workflow. 

Example: A car manufacturer may have separate departments for assembly, painting, and quality 

control. 

 Example: A hospital has separate departments for emergency care, cardiology, orthopedics, and 

pediatrics to handle different medical needs effectively. 

 

2. Delegation 

Delegation is the process of assigning responsibility and authority to subordinates while maintaining 

overall accountability. 

Key Idea: 

 Assigns tasks to subordinates. 

 Transfers authority but retains responsibility. 

 Enhances efficiency and leadership development. 

Example: 

 A marketing manager delegates the task of social media content creation to a team member but remains 

accountable for the overall campaign's success. 

Example: 

A manager in a retail store delegates stock-checking duties to an assistant manager, allowing the 

manager to focus on strategic decisions. The assistant manager has the authority to ensure inventory is 

updated, but the store manager remains accountable for the store’s performance. 

 

Key Elements of Delegation: 

1. Assignment of Tasks – A superior assigns specific work to a subordinate. 

2. Transfer of Authority – The subordinate gets the authority to complete the task. 

3. Accountability – The superior remains responsible for the final outcome. 

 

3. Empowerment 

Empowerment is the process of giving employees more autonomy, authority, and responsibility to make 

decisions without needing constant approval from higher management. 



 
 

 

 

 

Key Idea: 

 Encourages self-reliance and decision-making. 

 Boosts motivation and engagement. 

 Leads to innovation and faster problem-solving. 

Example: At companies like Google, employees are given the freedom to work on innovative projects 

(like Gmail and Google Maps) without direct oversight, fostering creativity and independence. 

Example: 

At Google, employees are encouraged to spend 20% of their time on independent projects. This freedom 

empowers employees to innovate and contribute ideas, leading to the development of products like 

Gmail and Google Maps. 

Benefits of Empowerment: 

 Increases employee motivation and job satisfaction. 

 Enhances innovation and creativity. 

 Speeds up decision-making by reducing bureaucracy. 

 

Key Differences: 

 

Aspect Departmentalization Delegation Empowerment 

Definition 
Grouping activities 

into departments 

Assigning tasks and 

authority 

Giving employees 

autonomy and 
decision-making 

power. 

Purpose 
Organizational 

efficiency 
Task distribution 

Employee motivation 

and decision-making 

Example 
HR, Marketing, Sales 

departments 

A manager assigning 

reporting duties to an 

assistant 

Employees at Tesla 

suggesting process 

improvements 

 

 

 

Centralization, decentralization, and recentralization are concepts related to the distribution of power 

and decision-making in organizations, governments, and systems. 

1. Centralization (Power in One Place) 

Power and decision-making are concentrated in a single authority (e.g., national government, 

headquarters of a company). 



 
 

 

 

 

Ensures uniform policies, efficiency, and control but may lead to bureaucracy and slow responses to 

local needs. 

Example:  

a. A national education system where all curriculum decisions are made by the central government. 

b. Apple Inc.: Apple's product design and development decisions are made at its headquarters in 

Cupertino, ensuring a consistent brand and product quality worldwide. 

c. The principal makes all major decisions for the school, including hiring teachers, setting rules, 

and organizing events. 

d. Company Structure: A CEO makes all key business decisions, and employees must follow strict 

policies from the headquarters. 

 

2. Decentralization (Power is Shared) 

Power is distributed to lower levels (e.g., regional or local governments, branch offices). 

Increases responsiveness, flexibility, and local participation but may cause inconsistency and 

coordination challenges. 

Example:  

a. A federal system where states or provinces have control over their own education policies. 

b. School Committees: Teachers and student councils have the freedom to decide on extracurricular 

activities and classroom rules. 

c. Business Branches: A company lets each regional office make marketing and sales decisions 

based on local customer preferences. 

 

 

3. Recentralization (Taking Back Power) 

Power that was previously decentralized is taken back by the central authority. 

Often occurs due to inefficiencies, lack of coordination, or crisis situations. 

Example:  

a. A national government reclaiming healthcare decision-making power during a pandemic after 

previously delegating it to local authorities. 

b. COVID-19 Pandemic Responses: Many governments, like the UK and India, initially 

decentralized health decisions to local authorities but later took back control to coordinate 

nationwide lockdowns and vaccination campaigns. 

c. School Rules Enforcement: After giving teachers control over classroom rules, the principal 

steps in to set uniform rules across all classes. 

d. Company Policy Shift: A company first allows branches to set their own pricing but later takes 

back control to maintain consistent pricing across all locations. 



 
 

 

 

 

Talent Management  

Talent management refers to the strategic process of attracting, developing, retaining, and utilizing 

employees to meet an organization's goals.  

It includes activities such as recruitment, on-boarding, performance management, learning and 

development, succession planning, and employee engagement. The aim is to optimize workforce 

potential and ensure long-term organizational success. 

 

Talent Management Models 

1. Talent Lifecycle Model 

This model focuses on every stage of an employee’s journey in the company. 

Stages include: 

 Attract → Recruit → Onboard → Develop → Retain → Exit 

Example: 

A company like Google attracts talent through its strong brand, hires the best through careful interviews, 

provides excellent onboarding, supports development through learning platforms, and retains talent 

through a great work culture. 

2. 9-Box Grid Model (Performance vs Potential Matrix) 

This model evaluates employees based on their performance and potential to identify future leaders. 

How it works: 

Employees are placed in a 3x3 grid: 

 High performance + High potential = Future leaders 

 High performance + Low potential = Solid performers 

 Low performance + Low potential = Underperformers 

Example: 

A bank uses the 9-box grid to decide which employees need coaching, who can be promoted, and who 

needs performance improvement plans. 



 
 

 

 

 

 

3. Integrated Talent Management Model 

This model connects different HR activities like recruiting, training, performance management, and 

succession planning into a single strategy. 

Example: 

A company like IBM uses an integrated system where hiring decisions are based on future skill needs, 

and training programs are aligned with business goals. 

 

4. Bersin’s Talent Management Framework 

This model includes four major areas: 

1. Plan – Workforce planning 

2. Acquire – Recruitment and onboarding 

3. Develop – Training and career development 

4. Align – Performance management and succession planning 

Example: 

A manufacturing company plans future talent needs, hires accordingly, trains staff in key skills, and 

identifies leaders for promotion. 

 

5. The Talent Management Wheel 

This model focuses on seven connected parts of HR, based on the McKinsey 7-S Model: 

 Strategy, Structure, Systems, Skills, Staff, Style, Shared values 

Example: 

A startup aligns its talent strategy with its flat team structure, encourages skill development, and builds a 

strong culture to grow its team effectively. 



 
 

 

 

 

 

Quick Summary Table 

Model Main Focus Example Use 

Talent Lifecycle Model Full employee journey 
Google’s hiring, training, and retention 

strategy 

9-Box Grid Model Performance vs. potential Identifying leaders in a bank 

Integrated Talent 

Management 
Connecting all HR functions IBM's end-to-end talent approach 

Bersin’s Framework 
Planning, acquiring, developing 

talent 

Manufacturing company managing skill 

gaps 

Talent Management Wheel 
Aligning people with 

organization 

Startup managing team growth and 

culture 

 

 

 

Strategic Human Resource Management (SHRM)  

Definition: 

Strategic Human Resource Management (SHRM) is the process of aligning HR practices with an 

organization’s long-term goals to enhance overall performance, productivity, and competitive 

advantage. It integrates HR policies with business strategies to ensure effective talent utilization and 

organizational success. 

Key Features of SHRM: 

1. Alignment with Business Strategy – HR functions are directly linked to organizational 

objectives. 

2. Proactive Approach – Focuses on long-term workforce planning rather than reactive HR 

practices. 

3. Talent Development – Prioritizes continuous learning, leadership development, and employee 

engagement. 

4. Workforce Planning – Ensures the right talent is in place to meet future business needs. 



 
 

 

 

 

5. Performance Management – Encourages high performance through structured evaluation and 

reward systems. 

6. Diversity & Inclusion – Promotes a diverse and inclusive workforce to drive innovation and 

global competitiveness. 

7. Technology Integration – Uses HR analytics, AI, and digital tools to enhance HR decision-

making. 

Importance of SHRM: 

 Helps organizations achieve a competitive edge. 

 Enhances employee productivity and satisfaction. 

 Ensures efficient use of human resources. 

 Reduces talent gaps and improves retention. 

 Supports organizational change and adaptation to market trends. 

 

Strategic Human Resource Management (SHRM) is essential for modern businesses as it transforms HR 

into a key driver of business success. By aligning HR strategies with long-term goals, organizations can 

improve efficiency, innovation, and sustainability while maintaining a highly skilled and motivated 

workforce. 

 

 

 

Recruitment and Selection  

1.Recruitment:  

Recruitment is the process of attracting, identifying, and encouraging potential candidates to apply for 

job vacancies in an organization. It involves sourcing candidates through various channels such as job 

portals, advertisements, employee referrals, and recruitment agencies. The goal is to create a pool of 

qualified candidates for selection. 

2.Selection:  

Selection is the process of choosing the most suitable candidate from the pool of applicants. It involves 

screening resumes, conducting interviews, administering tests, and evaluating candidates based on their 



 
 

 

 

 

skills, experience, and cultural fit. The objective is to hire the best candidate who meets the job 

requirements and aligns with the organization’s goals. 

Key Steps in Recruitment and Selection: 

1. Job Analysis & Planning – Identifying the need for a new hire. 

2. Attracting Candidates – Posting job openings and sourcing applicants. 

3. Screening & Shortlisting – Reviewing resumes and selecting potential candidates. 

4. Interviewing – Assessing candidates through interviews and tests. 

5. Final Selection & Hiring – Choosing the best candidate and offering the job. 

 

                                

Steps in Recruitment with Examples 

Recruitment is the process of attracting and hiring the right talent for an organization. Below are the key 

steps involved, along with examples: 

1. Workforce Planning 

 Identify hiring needs based on business growth, employee turnover, or new project requirements. 

 Example: A software company identifies a need for five new software developers due to an 

upcoming project. 

2. Job Analysis & Job Description 

 Define the job role, responsibilities, skills, and experience required. 



 
 

 

 

 

 Example: The HR team prepares a job description stating the need for "a Full-Stack Developer 

with 3+ years of experience in React and Node.js." 

3. Sourcing Candidates 

 Advertise the job through job portals (LinkedIn, Indeed), social media, recruitment agencies, and 

employee referrals. 

 Example: The company posts the job opening on LinkedIn and receives 200 applications. 

4. Application Screening & Shortlisting 

 Review resumes and cover letters to filter the best-suited candidates. 

 Example: Out of 200 applications, 50 candidates meet the required qualifications, and 20 are 

shortlisted for interviews. 

5. Interviewing & Assessment 

 Conduct interviews (phone, virtual, or in-person) and administer assessments if needed. 

 Example: Candidates undergo a technical coding test, and 10 candidates proceed to the final 

round of interviews. 

6. Selection & Job Offer 

 Choose the best candidate based on performance and cultural fit. 

 Example: The company selects the top two candidates and sends them job offer letters with 

salary and benefits details. 

7. On-boarding & Orientation 

 Provide new employees with training, company policies, and necessary resources. 

 Example: The new hires attend a one-week onboarding program to familiarize themselves with 

company processes. 

Conclusion 

A well-structured recruitment process ensures that organizations hire the right talent efficiently. By 

following these steps, companies can attract skilled professionals and improve overall workforce quality. 

Example-2  

Steps in Recruitment  



 
 

 

 

 

Recruitment is the process of attracting, identifying, and hiring qualified candidates for a job position. 

Below are the key steps involved: 

1. Workforce Planning 

 Identifying the need for new employees based on business growth or vacancies. 

 Example: A company expands its operations and needs to hire five new sales executives. 

2. Job Analysis & Job Description 

 Defining job roles, responsibilities, required skills, and qualifications. 

 Example: The HR team prepares a job description for a “Marketing Manager” outlining duties 

and salary details. 

3. Sourcing Candidates 

 Finding potential candidates through job portals, social media, employee referrals, and 

recruitment agencies. 

 Example: The job vacancy is posted on LinkedIn and receives 300 applications. 

4. Screening & Shortlisting 

 Reviewing resumes and filtering candidates based on experience, qualifications, and job fit. 

 Example: Out of 300 applications, only 50 candidates meet the required criteria and are 

shortlisted. 

5. Interviewing & Assessment 

 Conducting interviews, written tests, or practical assessments to evaluate candidates. 

 Example: Shortlisted candidates undergo a technical skills test and face-to-face interviews. 

6. Selection & Job Offer 

 Choosing the most suitable candidate and extending a formal job offer. 

 Example: After final interviews, the company selects the best candidate and sends an offer letter 

with salary details. 

7. Onboarding & Orientation 

 Introducing the new employee to company policies, culture, and job responsibilities. 

 Example: The new hire attends a one-week onboarding session before starting work. 



 
 

 

 

 

Conclusion 

A structured recruitment process helps organizations attract and hire the right talent, ensuring efficiency 

and long-term success. 

 

 

Steps in Selection with Examples 

Selection is the process of choosing the most suitable candidate from a pool of applicants. Below are the 

key steps involved, along with examples: 

1. Screening & Shortlisting Applications 

 Review resumes and cover letters to filter candidates who meet job requirements. 

 Example: A company receives 500 applications for a Marketing Manager position but shortlists 

50 based on qualifications and experience. 

2. Preliminary Interview (Telephonic or Online) 

 Conduct an initial interview to assess basic qualifications, communication skills, and interest. 

 Example: The HR team calls 50 shortlisted candidates and eliminates 20 due to a lack of 

required experience. 

3. Written or Technical Test (If Applicable) 

 Candidates may take an aptitude test, technical test, or psychometric assessment to evaluate job-

related skills. 

 Example: A software company gives a coding test to assess programming skills; only 15 out of 

30 candidates pass. 

4. Face-to-Face Interview (HR & Technical Round) 

 Shortlisted candidates go through an in-depth interview with HR and department heads. 

 Example: A sales executive candidate is asked to present a sales pitch to demonstrate persuasion 

skills. 

5. Background Verification & Reference Check 

 Verify past work experience, qualifications, and references. 

 Example: The company contacts a candidate’s previous employer to confirm job roles and 

performance. 



 
 

 

 

 

6. Final Selection & Job Offer 

 The best candidate is selected, and a formal job offer is made, including salary and benefits. 

 Example: After interviews, the company offers the position to the top candidate and sends an 

offer letter. 

7. On-boarding & Joining Formalities 

 New hires complete necessary documentation and undergo orientation. 

 Example: The new employee attends an onboarding session to learn about company policies and 

team structure. 

Conclusion 

A structured selection process ensures that organizations hire the best-fit candidate based on merit, 

skills, and job suitability. This improves workforce quality and business success. 

 

 

 

                     
 

 

       

 

Example-2 

Steps in Selection  

Selection is the process of choosing the most suitable candidate for a job from a pool of applicants. 

Below are the key steps along with relevant examples: 

1. Screening & Shortlisting Applications 



 
 

 

 

 

 Reviewing resumes and cover letters to filter candidates who meet the job requirements. 

 Example: A company receives 200 applications for a Data Analyst role but shortlists 50 based 

on skills and experience. 

2. Preliminary Interview (Telephonic/Online) 

 Conducting an initial screening to assess communication skills and interest in the role. 

 Example: HR calls 50 shortlisted candidates and eliminates 20 who do not match salary 

expectations or experience level. 

3. Written or Technical Test (If Applicable) 

 Assessing candidates through aptitude tests, technical exams, or psychometric evaluations. 

 Example: A software company gives a coding test to 30 candidates, and only 15 pass to the next 

round. 

4. Face-to-Face Interview (HR & Technical Round) 

 Conducting in-depth interviews to assess skills, experience, and cultural fit. 

 Example: A candidate applying for a Sales Manager role is asked to present a sales strategy 

during an interview. 

5. Background Verification & Reference Check 

 Verifying previous job roles, educational qualifications, and references. 

 Example: The HR team contacts the candidate’s former employer to confirm work experience 

and performance. 

6. Final Selection & Job Offer 

 Selecting the best candidate and extending a formal job offer with salary details. 

 Example: The company selects the top candidate and sends a job offer letter with compensation 

and benefits. 

7. Onboarding & Joining Formalities 

 Completing documentation and introducing the new employee to the organization. 

 Example: The new employee attends a training session and gets access to the company’s 

internal systems. 



 
 

 

 

 

Conclusion 

A structured selection process helps organizations hire the most suitable candidates efficiently, ensuring 

better job performance and employee satisfaction. 

 

 

Training and Development 

Training and development is about helping people learn and grow in their jobs. It means teaching 

employees new skills or improving the ones they already have so they can do their jobs better or take on 

new roles in the future. 

Training and Development is a process used by organizations to help employees improve their skills 

and grow professionally. 

 

 Training is like giving someone the tools they need right now to do their job well. 

 Development is about helping someone grow over time so they can do even more in the future. 

 

 Training focuses on teaching employees how to do their current job better. 

 Development focuses on preparing employees for future roles and responsibilities 

 

Example-1 

Imagine a restaurant hires a new waiter. 

 Training: The restaurant teaches the waiter how to take orders, serve food properly, and use the 

billing system. This helps the waiter do their job from day one. 

 Development: After a few months, the restaurant offers a course on customer service, leadership 

skills, and how to handle complaints. This prepares the waiter to maybe become a shift 

supervisor or manager later on. 

In simple terms: 

Training helps you do your job today. Development helps you grow for tomorrow. 



 
 

 

 

 

 

 

Example-2 

Let’s say a bank hires a new customer service representative. 

 Training: The bank gives the new employee a 2-week training program to teach them how to: 

o Use the banking software 

o Handle customer queries 

o Follow company procedures 

This helps the employee perform their current job effectively. 

 Development: After working for a year, the employee shows potential for a leadership role. The 

bank offers them a development program that includes: 

o Communication and leadership workshops 

o Mentoring by a senior manager 

o Courses on managing a team 

This prepares the employee for future roles like team leader or branch manager. 

 

Example-3 

Let’s say a company promotes an employee to a new manager position. 

 Training: The company gives the new manager a short course on: 

o How to assign tasks to team members 

o How to use project management software 

o How to conduct performance reviews 

This helps the manager perform day-to-day duties effectively. 

 Development: The company also includes the manager in a leadership development program 

over several months that includes: 

o Strategic thinking workshops 

o Coaching from senior leaders 

o Seminars on handling change and conflict 



 
 

 

 

 

This prepares the manager for higher roles, like department head or director, in the future. 

 

Performance Appraisal 

Performance appraisal is a formal process used by organizations to evaluate how well an employee is 

doing their job. It helps measure an employee’s work performance, strengths, areas for improvement, 

and contribution to the company’s goals. 

 

Purpose of Performance Appraisal: 

1. Evaluate performance – See how well employees are meeting their job expectations. 

2. Provide feedback – Help employees understand what they’re doing well and where they can 

improve. 

3. Set goals – Plan future performance targets or development goals. 

4. Decide rewards – Help in decisions related to promotions, bonuses, or salary increases. 

5. Identify training needs – Find out if employees need additional training or support. 

Example: 

Let’s say an employee named Aisha works in the marketing department. 

 At the end of the year, her manager reviews her work: 

o How many marketing campaigns she ran 

o The results of those campaigns (e.g., increased sales or customer engagement) 

o Her teamwork and communication skills 

 The manager then gives her: 

o A rating or score based on her performance 

o Feedback on what she did well (e.g., creativity in campaigns) 

o Suggestions for improvement (e.g., better time management) 

o A development plan with goals for the next year 

Based on this, Aisha may receive a bonus or be considered for a promotion. 

 



 
 

 

 

 

Here are the main methods of Performance Appraisal 

1. Rating Scale Method 

Employees are rated on a scale (e.g., 1 to 5) for various traits or job behaviors like punctuality, 

teamwork, communication, and work quality. 

Example: An employee gets a 4 out of 5 for teamwork and 5 out of 5 for punctuality. 

 

2. 360-Degree Feedback 

Feedback is collected from all around the employee — including supervisors, peers, subordinates, and 

sometimes even customers. 

Good for: Leadership roles and roles that involve teamwork. 

 

3. Management by Objectives (MBO) 

The manager and employee set specific, measurable goals at the beginning of a period. Performance is 

evaluated based on how well these goals were achieved. 

Example: A sales manager is expected to increase sales by 15% in 6 months. 

 

4. Behaviorally Anchored Rating Scale (BARS) 

Combines rating scales with specific examples of behavior. It gives a clearer picture of what each score 

means. 

Example: A score of 4 in customer service might mean “Responds to customer queries within 2 hours.” 

 

5. Essay Method 

The manager writes a detailed narrative (essay) about the employee’s performance, strengths, 

weaknesses, and potential. 

Best for: Providing rich, qualitative feedback. 

 

6. Checklist Method 

A list of statements or questions is given, and the manager checks off those that apply to the employee. 



 
 

 

 

 

Example: 

✅ Meets deadlines 

✅ Works well with others 

❌ Needs improvement in communication 

 

7. Critical Incident Method 

Managers keep a record of particularly good or bad behavior during the review period and use those 

incidents to evaluate performance. 

Example: “Handled a difficult client situation effectively in March.” 

 

Summary Table: 

Method Key Feature Suitable For 

Rating Scale Scores on traits or skills Most job roles 

360-Degree Feedback Feedback from many sources Team-based or leadership roles 

Management by Objectives Goal-focused Roles with clear performance goals 

BARS Behavior-based scoring Customer service, quality roles 

Essay Method Written review Personalized feedback 

Checklist Method Yes/No style evaluation Quick reviews 

Critical Incident Method Focus on key events Roles with high-impact tasks 

 

 

Why It’s Important: 

 Helps improve employee performance 

 Encourages communication between employees and managers 

 Supports career growth and planning 

 Aids in making decisions about raises and promotions 

 



 
 

 

 

 

UNIT-IV 

 

Leading and Motivation 

 

Leadership is the ability to guide, influence, and motivate individuals or groups toward achieving 

common goals. It involves setting a clear vision, making decisions, inspiring others, and taking 

responsibility for outcomes. Effective leaders use their power and authority to build trust, foster 

collaboration, and create an environment where people can succeed. 

Key Aspects of Leadership: 

 Influence: A leader influences others to achieve a shared goal. 

 Vision: Leaders provide direction and purpose. 

 Inspiration: Motivating people to give their best effort. 

 Decision-Making: Making choices that impact the team or organization. 

  

Leadership Styles: 

1. Autocratic Leadership – The leader makes decisions alone, without consulting the team. 

o Example: A military officer directing soldiers in a high-pressure situation. 

2. Democratic Leadership – The leader involves the team in decision-making, encourages 

collaboration. 

o Example: John, the project manager, often asks for team feedback to make decisions 

together. 

3. Transformational Leadership – Leaders inspire and motivate their team to achieve greater 

things by changing the way people think and behave. 

o Example: Elon Musk, inspiring his team at Tesla to work towards innovative solutions 

for sustainable energy. 

4. Laissez-faire Leadership – The leader gives the team freedom to make decisions and work 

independently. 

o Example: A creative director giving designers the freedom to develop new ideas 

without micromanaging. 

 



 
 

 

 

 

Power in a leadership or organizational context refers to the ability of an individual to influence others' 

actions, decisions, or behaviors. It can come from various sources, including one's position, expertise, or 

relationships. Power is used to affect outcomes, guide actions, and control resources or decision-making 

processes. 

 

Types of Power: 

1. Legitimate Power 

o Definition: Power that comes from the position or role someone holds within an 

organization. 

o Example: A CEO has the legitimate power to make company-wide decisions and direct 

employees because of their position at the top of the company. 

2. Reward Power 

o Definition: Power that comes from the ability to give rewards (e.g., promotions, raises, 

praise). 

o Example: A manager has reward power because they can offer bonuses or promotions 

to employees who perform well. 

3. Coercive Power 

o Definition: Power that comes from the ability to punish or control through fear of 

negative consequences. 

o Example: A supervisor may use coercive power by threatening to issue a formal 

warning to employees who fail to meet deadlines. 

4. Expert Power 

o Definition: Power derived from possessing specialized knowledge, skills, or expertise. 

o Example: A senior engineer has expert power because of their deep knowledge of the 

technical aspects of the job, and others rely on their expertise. 

5. Referent Power 

o Definition: Power that comes from the leader’s ability to build strong relationships and 

be admired or respected. 

o Example: A charismatic leader like Nelson Mandela has referent power, as people 

follow him due to his personal qualities and the respect they have for him. 

 



 
 

 

 

 

Example of Power  

Imagine Rachel, a department manager at a marketing firm: 

 Legitimate Power: Rachel has the formal authority to assign tasks, make decisions, and oversee 

her team because of her managerial role. 

 Reward Power: She can reward team members who exceed targets with bonuses, additional 

vacation days, or public recognition. 

 Coercive Power: If employees repeatedly fail to meet their targets, Rachel can issue a formal 

warning, potentially affecting their promotion chances. 

 Expert Power: Rachel has a strong background in marketing, so her team often looks to her for 

guidance on strategy and campaign optimization. 

 Referent Power: Rachel is well-liked for her empathetic leadership style, and her team follows 

her willingly because of her approachable nature and the trust they place in her. 

 

Power is the ability to influence and control others through different means, such as position, rewards, 

punishment, expertise, or personal influence. It is an essential tool for leaders to direct and motivate 

their teams effectively. 

 

Authority: 

Authority refers to the formal right or power granted to an individual to make decisions, give orders, 

and enforce rules within an organization or group. It is typically tied to one's position or role within an 

established hierarchy. Unlike power, which can come from various sources, authority is based on an 

individual’s recognized position in the organizational structure. 

 

Types of Authority: 

1. Legitimate Authority 

o Definition: Authority that comes from the position or role held in an organization. 

o Example: A CEO has legitimate authority to make decisions for the entire company 

because of their top-level position in the hierarchy. 



 
 

 

 

 

2. Charismatic Authority 

o Definition: Authority that comes from the leader’s personal qualities, such as charm, 

inspiration, or the ability to connect emotionally with others. 

o Example: Martin Luther King Jr. had charismatic authority. People followed him 

because of his strong moral vision and inspiring speeches, even though he didn’t hold an 

official government role. 

3. Traditional Authority 

o Definition: Authority that comes from long-established customs, traditions, or practices. 

o Example: In a monarchy, the king or queen often has authority by virtue of family 

lineage, passed down through generations. 

4. Legal-Rational Authority 

o Definition: Authority based on legal rules, policies, and procedures that are 

systematically defined. 

o Example: A police officer has legal-rational authority to enforce laws because their 

power is granted by the law itself and backed by official regulations. 

 

Example of Authority  

Imagine Anna, a department manager in a retail company: 

 Anna’s Legitimate Authority: As a department manager, Anna has the legitimate authority to 

assign tasks, make decisions about employee performance, and manage day-to-day operations of 

her department. 

 Anna’s Decision-Making: If Anna decides to implement a new store policy regarding customer 

service, her authority allows her to communicate and enforce this change to her team. 

 Authority Enforcement: If an employee refuses to follow the new policy, Anna has the 

authority to address the issue through formal disciplinary actions, such as a written warning or 

further steps in accordance with company rules. 

 

Authority is the formal right to make decisions and give commands based on one’s position in the 

organization. 



 
 

 

 

 

It is different from power, which can come from various sources, and is typically tied to a recognized 

leadership role. 

 

Leadership Styles  

Leadership styles describe how leaders approach decision-making, communication, and motivating their 

team members. Different styles work best depending on the context, team dynamics, and goals. Here's 

an overview of different leadership styles, each with a general example: 

1. Autocratic Leadership 

 Description: 

An autocratic leader makes decisions unilaterally, meaning without seeking input from others. 

This style is directive, with the leader giving clear and direct instructions. 

 General Example: 

A factory supervisor tells workers exactly what to do without consulting them. The supervisor 

expects tasks to be completed in a specific way and does not entertain suggestions or feedback 

from employees. 

 When it works: 

In situations where tasks are routine, where quick decision-making is necessary, or during a 

crisis that requires clear, fast action. 

2. Democratic Leadership 

 Description: 

A democratic leader encourages team participation in decision-making. This leader values input 

from all team members and fosters collaboration and consensus. 

 General Example: 

A school principal gathers input from teachers, students, and parents when planning a new 

educational initiative. The principal considers everyone’s ideas and strives to make decisions that 

benefit the entire school community. 

 When it works: 

In environments where creativity, input, and team morale are crucial, and where long-term 

collaboration and shared decision-making are valued. 



 
 

 

 

 

3. Transformational Leadership 

 Description: 

A transformational leader inspires and motivates their team to exceed expectations by creating 

a compelling vision for the future and encouraging change. This leader focuses on growth and 

development. 

 General Example: 

Oprah Winfrey is an example of a transformational leader who inspired millions with her 

vision, values, and motivational approach. She has empowered others to pursue their goals and 

positively change their lives. 

 When it works: 

In organizations or situations where change, innovation, and long-term vision are key to success. 

4. Laissez-Faire Leadership 

 Description: 

A laissez-faire leader gives team members a high degree of autonomy. The leader provides 

minimal direction and allows employees to make their own decisions and solve problems 

independently. 

 General Example: 

A startup company CEO allows their team of developers to independently create software 

without constant oversight. The CEO trusts that the team can manage their own workload and 

make decisions based on their expertise. 

 When it works: 

In creative industries or teams with highly skilled and motivated individuals who thrive on 

independence and need little supervision. 

5. Transactional Leadership 

 Description: 

A transactional leader focuses on maintaining routine, structure, and performance through 

rewards and punishments. This leader sets clear expectations and uses feedback to drive 

performance. 

 General Example: 

A sales manager sets clear sales targets for the team. Employees who meet or exceed the targets 



 
 

 

 

 

receive bonuses or promotions, while those who don't meet targets are given feedback and may 

face consequences. 

 When it works: 

In environments that require strict adherence to processes, measurable goals, and performance-

based rewards. 

6. Servant Leadership 

 Description: 

A servant leader prioritizes the needs and growth of their team members. This leader focuses on 

serving others and ensures that employees have the resources, support, and empowerment they 

need to succeed. 

 General Example: 

A non-profit organization director spends time helping staff with their tasks, listening to their 

concerns, and working to remove barriers for their success. The director is dedicated to 

improving the lives of both the team and the community they serve. 

 When it works: 

In organizations that emphasize employee well-being, teamwork, and social responsibility. 

7. Situational Leadership 

 Description: 

A situational leader adapts their leadership style based on the specific situation and the needs of 

the team. This flexibility allows the leader to adjust their approach to suit the task, team skill 

level, and environment. 

 General Example: 

A project manager might use a more autocratic approach during a critical deadline to keep the 

team focused and make quick decisions. However, during brainstorming sessions, the same 

manager might adopt a democratic style to encourage collaboration and creativity. 

 When it works: 

In fast-paced, dynamic environments where flexibility is key to success. 

 

Summary of Leadership Styles with General Examples: 



 
 

 

 

 

Leadership Style General Example Best Used When 

Autocratic 
Factory supervisor giving direct 

orders 
Crisis situations, tight deadlines, routine tasks 

Democratic 
School principal gathering input 

from all 
Creative environments, fostering collaboration 

Transformational Oprah Winfrey inspiring others Innovation, change, long-term vision 

Laissez-Faire 
Startup CEO giving autonomy to 

developers 

Skilled, self-motivated teams needing 

independence 

Transactional 
Sales manager rewarding 

performance 

Performance-driven environments, sales-

driven industries 

Servant 
Non-profit director focusing on team 

needs 

Employee well-being, social responsibility, 

teamwork 

Situational 
Project manager adapting approach 

as needed 

Dynamic environments, teams with varying 

skill levels 

 

Each leadership style has its own strengths and can be effective depending on the situation, the team, 

and the organization's goals. Understanding and adapting leadership style is key to creating an 

environment where both individuals and the organization can thrive. 

 

Leadership Skills 

Leadership skills are the abilities and qualities that help an individual effectively lead, influence, and 

motivate others towards achieving a common goal.  

These skills go beyond technical expertise and include the ability to communicate clearly, make 

decisions, inspire trust, and build strong relationships. Effective leadership requires a mix of both hard 

(technical) and soft (people-oriented) skills. 

 

Key Leadership Skills with Examples: 



 
 

 

 

 

1. Communication Skills 

o Description: 

Effective leaders must be able to convey information clearly and listen actively. Good 

communication is essential for motivating team members, sharing ideas, and resolving conflicts. 

o Example: 

A team leader at a tech company is working with a group of developers on a new product. The 

leader explains complex requirements clearly, ensuring everyone understands their tasks and 

deadlines. Additionally, the leader listens carefully to feedback, making adjustments to plans as 

needed. 

2. Decision-Making 

o Description: 

Leaders need to make timely, well-informed decisions, especially in high-pressure situations. Strong 

decision-making skills involve analyzing information, considering options, and choosing the best 

course of action. 

o Example: 

A CEO of a startup is deciding whether to invest in a new product launch or wait for a better market 

opportunity. After evaluating the risks, financial implications, and team readiness, the CEO decides 

to proceed, rallying the team with a clear plan and vision for success. 

3. Emotional Intelligence (EQ) 

o Description: 

Emotional intelligence involves the ability to recognize, understand, and manage your own emotions 

and the emotions of others. It includes empathy, self-regulation, and social skills that help leaders 

build strong relationships. 

o Example: 

A manager notices a team member struggling with personal issues. Instead of reprimanding the 

employee for missed deadlines, the manager offers support and understanding, helping the employee 

work through challenges and continue contributing to the team's goals. 

4. Problem-Solving 

o Description: 

Problem-solving is a key leadership skill that involves identifying challenges, analyzing the situation, 

and finding effective solutions. Leaders must address obstacles proactively and encourage creative 

thinking among their teams. 

o Example: 

A project manager in charge of a product launch realizes the team is behind schedule. The manager 



 
 

 

 

 

organizes a meeting, listens to the team's concerns, and then works with them to develop a new plan, 

reallocating resources and prioritizing tasks to meet the deadline. 

5. Delegation 

o Description: 

Delegation is the ability to assign tasks and responsibilities to others in a way that utilizes the team's 

strengths and ensures efficient workflow. It helps leaders avoid micromanaging while empowering 

team members. 

o Example: 

A department head is overseeing a large event and has a limited amount of time. They delegate 

various tasks to different team members: one person handles logistics, another handles 

communication with vendors, and a third manages the budget. This allows the event to be executed 

smoothly, while each member is responsible for their area of expertise. 

6. Motivational Skills 

o Description: 

Motivating others is a crucial leadership skill that involves encouraging team members to perform at 

their best. This could include providing recognition, offering encouragement, or setting challenging 

but attainable goals. 

o Example: 

A sales manager recognizes that the team is facing a tough quarter. To boost morale, they organize a 

team meeting, acknowledge the hard work of each member, and set new goals with rewards for 

achieving targets. The team feels inspired and works harder to meet their sales objectives. 

7. Adaptability 

o Description: 

Adaptability is the ability to adjust to changing circumstances and lead the team through uncertainty. 

A good leader is flexible and open to new ideas, especially when facing challenges or changes in the 

environment. 

o Example: 

During the COVID-19 pandemic, a business leader swiftly pivots the company to remote work, 

ensuring that employees have the tools and resources to continue working from home. They keep the 

team engaged through virtual meetings and ensure productivity remains high despite the changes. 

8. Conflict Resolution 

o Description: 

Leaders must be able to address conflicts that arise within the team. This involves identifying the 

source of the issue, listening to all sides, and facilitating a solution that satisfies everyone involved. 



 
 

 

 

 

o Example: 

Two team members at a marketing agency have a disagreement over the direction of a campaign. The 

team leader listens to both individuals' points of view, facilitates a productive discussion, and helps 

them find a compromise that aligns with the project goals. 

9. Visionary Thinking 

o Description: 

Visionary leaders have the ability to see the bigger picture and set long-term goals that inspire the 

team to work toward a shared vision of success. They provide direction and purpose for the team's 

efforts. 

o Example: 

Elon Musk, as the CEO of Tesla, has a visionary approach, pushing for innovations in sustainable 

energy and electric vehicles. His long-term vision of reducing global reliance on fossil fuels inspires 

his team to think beyond immediate results and work towards a transformative goal. 

 

Summary: Key Leadership Skills 

Leadership Skill Description General Example 

Communication 

Skills 

Clear, effective exchange of 

information. 

Team leader explaining project 

requirements to developers. 

Decision-Making 
Ability to make timely, informed 

decisions. 

CEO deciding to launch a new product 

based on market analysis. 

Emotional 

Intelligence (EQ) 

Understanding and managing emotions, 

empathy. 

Manager supporting a team member 

through personal issues. 

Problem-Solving 
Identifying challenges and finding 

effective solutions. 

Project manager creating a new plan to 

meet a tight deadline. 

Delegation 
Assigning tasks based on team 

strengths. 

Department head delegating tasks for 

an event. 

Motivational Skills 
Encouraging others to perform their 

best. 

Sales manager inspiring the team to 

achieve sales targets. 

Adaptability Flexibility in changing environments. 
Business leader shifting to remote 

work during a crisis. 



 
 

 

 

 

Leadership Skill Description General Example 

Conflict Resolution Addressing and resolving disputes. 
Team leader mediating a disagreement 

between team members. 

Visionary Thinking 
Setting long-term goals and inspiring 

others to work toward them. 

Elon Musk pushing for innovation in 

electric vehicles. 

 

 

Conclusion: 

Leadership skills are essential for guiding a team, making decisions, and creating a positive, productive 

environment.  

Whether it's communication, decision-making, or motivation, these skills help leaders effectively 

manage teams and lead them toward success. Mastering these skills can transform a good leader into a 

great one. 

 

Leader as Mentor and Coach 

A leader who acts as a mentor helps team members with their long-term career development by 

offering guidance, wisdom, and support. 

 

As a coach, the leader focuses on improving day-to-day performance through feedback, goal setting, 

and skill-building. 

Combining both roles, the leader creates a supportive environment where employees grow 

professionally while delivering strong performance. 

 

A leader who acts as both mentor and coach not only focuses on the immediate performance of team 

members (coaching) but also supports their long-term career development and personal growth 

(mentoring).  

This balanced approach creates empowered, capable, and motivated individuals who contribute more 

effectively to the organization. 



 
 

 

 

 

 

Leader as Mentor 

A mentor provides: 

 Long-term development guidance 

Focuses on the overall career and personal growth of the individual. 

 Wisdom and experience sharing 

Offers insights from past experiences to help mentees navigate their own paths. 

 Emotional support and encouragement 

Builds confidence and resilience through encouragement and constructive feedback. 

 Trust-based relationship 

The mentoring bond is built on trust, confidentiality, and mutual respect. 

 

Leader as Coach 

A coach focuses on: 

 Short-term performance improvement 

Helps individuals enhance skills to perform better in their current roles. 

 Asking powerful questions 

Encourages self-discovery and critical thinking by guiding rather than instructing. 

 Goal setting and accountability 

Assists in setting SMART goals and holds the individual accountable for results. 

 Real-time feedback and adjustment 

Offers regular feedback and opportunities for reflection and course correction. 

 

Benefits of a Leader Who Acts as Mentor and Coach 

 Increases employee engagement and retention 

 Builds a learning and growth-oriented culture 

 Fosters trust, collaboration, and psychological safety 

 Enhances team performance and innovation 



 
 

 

 

 

 

General Example: 

Scenario: 

Samantha is a team leader in a marketing department. One of her team members, Alex, is a promising 

junior marketing executive. 

As a Coach: 

Samantha notices Alex struggles with presenting campaign ideas clearly. She schedules regular one-on-

one sessions to practice presentation techniques, gives him constructive feedback, and sets specific goals 

to improve his delivery over the next month. 

As a Mentor: 

Samantha also takes time to learn about Alex’s career aspirations. Knowing he wants to move into a 

strategy role in the future, she advises him on skill development, recommends relevant training, and 

connects him with strategic projects where he can gain experience. 

Outcome: 

Alex improves his presentation skills in the short term (coaching) and begins progressing toward his 

long-term career goals with confidence (mentoring). 

 

Example-2: 

Context: 

Raj is the team leader of a software development team. Maya is a junior developer who recently joined 

the team. 

As a Coach: 

Raj notices Maya is taking longer than expected to complete coding tasks. He offers regular coaching 

sessions to help her improve her coding efficiency, explains best practices, and sets weekly goals to 

track progress. He also provides feedback after each code review. 

As a Mentor: 

Raj learns Maya is interested in becoming a software architect in the future. He shares his own 



 
 

 

 

 

experiences, advises her on the skills needed (like system design and communication), and encourages 

her to take on a small project that involves designing part of an application. He also helps her connect 

with a senior architect in another team. 

Result: 

Maya becomes more confident in her coding abilities (coaching benefit) and starts gaining experience in 

system design, aligning with her long-term career goals (mentoring benefit). 

 

 

Example-3:  

Context: 

Priya is a sales manager leading a team of five sales representatives. One team member, Rohan, is 

performing well but lacks confidence in handling high-value clients. 

As a Coach: 

Priya gives Rohan feedback on his sales calls, role-plays client scenarios with him, and helps him set 

specific goals to improve his negotiation skills. She monitors his progress weekly and celebrates small 

wins to build his confidence. 

As a Mentor: 

Priya learns Rohan aspires to become a team leader one day. She shares her own leadership journey, 

offers guidance on skills like team communication and strategic planning, and involves him in reviewing 

team performance reports to expose him to managerial tasks. 

Result: 

Rohan becomes more confident and effective in handling big clients (coaching success), and he also 

begins preparing for a future leadership role (mentoring success). 

 

Leadership During Adversity and Crisis 



 
 

 

 

 

During times of adversity or crisis—such as financial challenges, project failures, health emergencies, or 

unexpected disruptions—strong leaders are those who: 

 Stay calm and composed 

 Communicate clearly and honestly 

 Make quick, informed decisions 

 Show empathy and support for their teams 

 Inspire confidence and resilience to move forward 

 

General Example: School Principal During a Natural Disaster 

Scenario: 

A severe storm damages a local school, making it unsafe for students and staff. 

Leadership in Action: 

 The principal quickly arranges temporary relocation to another building. 

 They communicate clearly with teachers, parents, and students about the changes and next steps. 

 They ensure emotional support services are available for students dealing with trauma. 

 They lead staff meetings daily to keep everyone aligned and supported. 

 They stay visible, calm, and empathetic throughout the crisis. 

Result: 

The school continues operating with minimal disruption, and staff and students feel safe and supported 

thanks to the principal’s strong leadership during the crisis. 

 

Example: Factory Manager During Supply Chain Disruption 

Scenario: 

A factory suddenly faces a major supply chain issue—key materials are delayed due to international 

shipping problems, halting production. 

Leadership Response: 



 
 

 

 

 

 The factory manager calls an emergency meeting with department heads to assess impact and 

brainstorm alternatives. 

 They communicate openly with staff about the situation, avoiding panic and showing empathy 

for concerns about overtime or job security. 

 They reorganize workflow to focus on maintenance, training, and production planning so that 

downtime is productive. 

 They stay in constant contact with suppliers and corporate leadership to fast-track a solution. 

 They recognize and thank employees for their flexibility and resilience during the crisis. 

Result: 

The team stays motivated and engaged, and the factory is able to resume production quickly once 

materials arrive—with minimal loss and no staff turnover. 

 

Types of Motivation 

Motivation can be broadly categorized based on the source of the drive and nature of the goal. Here's a clear 

breakdown: 

1. Intrinsic Motivation 

 Definition: Motivation that comes from within the individual. 

 Driven by: Personal satisfaction, interest, or passion. 

 Example: A person paints because they enjoy the process of creating art. 

2. Extrinsic Motivation 

 Definition: Motivation that comes from external rewards. 

 Driven by: Money, grades, praise, promotions, or avoiding punishment. 

 Example: An employee works overtime to earn a bonus. 

3. Positive Motivation 

 Definition: Motivation to achieve a reward or desired outcome. 

 Driven by: Incentives, success, recognition. 

 Example: Studying hard to win a scholarship. 

4. Negative Motivation 



 
 

 

 

 

 Definition: Motivation driven by fear of failure or punishment. 

 Driven by: Threats, warnings, fear of loss. 

 Example: Following rules strictly to avoid getting fired. 

5. Achievement Motivation 

 Definition: Motivation to achieve personal or professional goals. 

 Example: An entrepreneur aims to launch a successful startup. 

6. Affiliation Motivation 

 Definition: Motivation to build relationships and be accepted by others. 

 Example: Joining clubs or teams to make friends and feel connected. 

7. Competence Motivation 

 Definition: Motivation to improve skills and be capable. 

 Example: Practicing public speaking to become a confident speaker. 

8. Power Motivation 

 Definition: Motivation to influence or control others. 

 Example: A manager works to gain a leadership position. 

 

 

 

 

 

Type of Motivation Definition Example 

1. Intrinsic Motivation 

Motivation that comes from 

within; driven by interest or 

enjoyment 

A person reads books because 

they love learning. 

2. Extrinsic Motivation 
Motivation from external 

rewards or outcomes 

An employee works extra hours 

to get a bonus. 



 
 

 

 

 

3. Positive Motivation 
Motivation driven by the desire 

for a reward or success 

A student studies hard to win a 

scholarship. 

4. Negative Motivation 
Motivation based on fear of 

punishment or loss 

An employee meets deadlines to 

avoid getting reprimanded. 

5. Achievement Motivation 
Motivation to excel, achieve, 

and accomplish goals 

An athlete trains daily to break a 

personal record. 

6. Affiliation Motivation 
Motivation to belong, be liked, 

and maintain relationships 

A person joins a club to make 

friends and feel included. 

7. Competence Motivation 
Motivation to master skills or 

tasks 

A software developer learns a 

new programming language to 

improve skills. 

8. Power Motivation 
Motivation to influence, lead, or 

control others 

A politician campaigns to win an 

election and lead a community. 

 

 

Theories of Motivation in Management 

1. Maslow’s Hierarchy of Needs (Content Theory) 

 Motivation is based on fulfilling five levels of needs: 

1. Physiological – food, water, rest 

2. Safety – job security, health 

3. Love/Belonging – relationships, teamwork 

4. Esteem – recognition, status 

5. Self-Actualization – personal growth, creativity 

 Employees are motivated as they progress up the pyramid. 

2. Herzberg’s Two-Factor Theory (Content Theory) 

 Motivators: Achievement, recognition, responsibility 

 Hygiene Factors: Salary, company policy, working conditions 

 Hygiene factors prevent dissatisfaction, motivators drive satisfaction. 

3. McClelland’s Theory of Needs (Content Theory) 



 
 

 

 

 

 People are motivated by: 

o Need for Achievement (nAch) 

o Need for Power (nPow) 

o Need for Affiliation (nAff) 

 Managers should identify dominant needs to assign suitable roles. 

4. Theory X and Theory Y (Managerial Assumption Theory) 

 Theory X: Assumes employees dislike work, need control. 

 Theory Y: Assumes employees enjoy work, are self-motivated. 

 Management style depends on assumptions about employee nature. 

5. Vroom’s Expectancy Theory (Process Theory) 

 Motivation = Expectancy × Instrumentality × Valence 

o Expectancy: Effort → Performance 

o Instrumentality: Performance → Reward 

o Valence: Value of the reward 

  Employees must believe their effort leads to rewards they value. 

6. Adams’ Equity Theory (Process Theory) 

 Motivation is influenced by fairness. 

 Employees compare their input/output ratio to others. 

 Perceived inequality can cause demotivation. 

7. Locke’s Goal-Setting Theory (Process Theory) 

 Specific, challenging goals improve performance. 

 Motivation increases with: 

o Clear goals 

o Feedback 

o Commitment 

 Set SMART goals to drive performance. 

Summary Table (Quick Comparison) 

Theory Type Key Idea 

Maslow Content Needs hierarchy motivates behavior 



 
 

 

 

 

Theory Type Key Idea 

Herzberg Content Satisfaction vs. dissatisfaction factors 

McClelland Content Need for achievement, power, affiliation 

Theory X & Y Assumption Different managerial views of motivation 

Vroom Process Expectation of reward drives effort 

Adams (Equity) Process Fairness and comparison with others matter 

Locke (Goal-Setting) Process Specific goals improve performance 

 

 

 

 

 

 

 

 

 

 

 

 

 

The Hierarchy Theory of Motivation most commonly refers to Abraham Maslow’s Hierarchy of Needs, a 

psychological theory that explains human motivation as a progression through five levels of needs. People are 

motivated to fulfill basic needs before moving on to higher-level growth needs. 



 
 

 

 

 

Maslow’s Hierarchy of Needs (1943) 

Maslow proposed that human needs are arranged in a pyramid-like hierarchy with five levels: 

1. Physiological Needs (Basic) 

 Air, water, food, shelter, sleep, clothing 

 Example: A homeless person’s primary motivation is finding food and shelter. 

2. Safety Needs (Security) 

 Personal security, employment, health, property 

  Example: Once someone has food and shelter, they start seeking job stability and safe living 

conditions. 

3. Love and Belonging (Social) 

 Friendship, intimacy, family, social connections 

 Example: After securing a job and a home, a person seeks relationships, friends, and community. 

4. Esteem Needs 

 Respect, self-esteem, recognition, strength, freedom 

  Example: A person now strives for promotions, achievements, and respect from others. 

5. Self-Actualization (Growth) 

 Becoming the best version of oneself, achieving potential, creativity 

 Example: A successful person may now pursue personal growth, creative projects, or altruism. 

 

Maslow’s Five Levels of Needs (Bottom to Top): 

1. Physiological Needs – Basic survival needs 

Food, water, sleep, air, shelter 

2. Safety Needs – Protection and security 

Job security, health, personal safety, financial stability 

3. Love and Belongingness Needs – Social connection 

Friendship, family, relationships, social groups 

4. Esteem Needs – Recognition and respect 

Achievement, status, self-confidence, appreciation from others 

5. Self-Actualization Needs – Fulfillment and personal growth 

Reaching full potential, creativity, morality, problem-solving 



 
 

 

 

 

 

 

Key Ideas: 

 Needs must be partially satisfied at one level before advancing. 

 Motivation is dynamic—people can move up or down the hierarchy. 

 Not strictly linear: Life circumstances can shift focus back to lower needs. 

 

 

 

Example: 

A student from a low-income family: 

1. First, they worry about meals and a place to sleep (Physiological). 

2. They seek a safe school and family stability (Safety). 

3. They want friends and support from teachers (Belonging). 

4. They aim for good grades and awards (Esteem). 

5. Eventually, they strive to become a scientist or artist to fulfill their potential (Self-

actualization). 

 

 

 



 
 

 

 

 

 

The Two-Factor Theory (also known as the Herzberg's Motivation-Hygiene Theory) was developed 

by Frederick Herzberg in the 1950s.  

It proposes that there are two distinct sets of factors that influence employee satisfaction and motivation: 

motivators and hygiene factors. 

Two-Factor Theory Overview 

 Motivators (Satisfiers): Factors that lead to job satisfaction and motivate employees to perform 

at their best. 

 Hygiene Factors (Dissatisfiers): Factors that, if not adequately addressed, can lead to 

dissatisfaction but do not necessarily motivate employees. 

Two-Factor Theory Table 

Factor Type Description Examples 

Motivators 

(Satisfiers) 

Factors that contribute to high job satisfaction and motivate 

employees. These are related to the nature of the work itself 

and the opportunities for growth. 

- Achievement 

- Recognition 

- Responsibility 

- Work itself (intrinsic 

motivation) 

- Advancement 

opportunities 

- Personal growth and 

development 

Hygiene 

Factors 

(Dissatisfiers) 

Factors that, if not managed properly, cause dissatisfaction 

but do not motivate or lead to higher satisfaction when 

improved. They are related to the work environment and 

external conditions. 

- Salary 

- Job security 

- Work conditions 

(e.g., physical 

environment) 

- Company policies 

- Supervision style 

- Interpersonal 



 
 

 

 

 

Factor Type Description Examples 

relationships with 

colleagues 

- Benefits 

 

Key Differences: 

 Motivators focus on what employees do and help them grow and feel fulfilled in their roles. 

They lead to higher satisfaction and increased motivation when present. 

 Hygiene factors are focused on how employees feel about their work environment. They can 

prevent dissatisfaction, but their presence alone won’t inspire exceptional performance or long-

term motivation. 

 

 

 

 

 

Example  

Scenario: 

A software development company wants to improve employee satisfaction and performance. 

 Motivators: 



 
 

 

 

 

o Employees are given challenging projects, allowing them to learn new technologies 

(achievement and personal growth). 

o Managers regularly recognize employees’ efforts and celebrate successes (recognition). 

o There's a clear path for career advancement, and employees are encouraged to take on 

new responsibilities (responsibility and advancement). 

 Hygiene Factors: 

o The company ensures competitive salaries and good benefits packages. 

o Working conditions are comfortable (ergonomic desks, high-speed computers). 

o The work environment is positive, with effective communication and supportive 

leadership. 

 

Conclusion: 

 Motivators can lead to increased performance, innovation, and job satisfaction, while hygiene 

factors help maintain a baseline of satisfaction and prevent dissatisfaction. 

 Organizations need to address hygiene factors to prevent dissatisfaction, and boost motivators 

to enhance overall employee engagement and productivity. 

 

Scenario 2: Manufacturing Company (Motivators and Hygiene Factors) 

 Motivators: 

o A supervisor acknowledges employees' achievements in meeting production goals, 

offering praise and awards for top performers (recognition). 

o Some employees have been given the responsibility of overseeing smaller teams, helping 

them build leadership skills. 

 Hygiene Factors: 

o Salary and benefits are aligned with industry standards, but the work conditions in the 

factory are noisy and uncomfortable, with limited ventilation. 

o The company policies around time off or promotions are somewhat unclear, leading to 

frustration among employees seeking career growth. 



 
 

 

 

 

In this scenario, while employees are motivated by recognition and increased responsibility, poor work 

conditions and unclear policies contribute to overall dissatisfaction. 

 

Theory X and Theory Y, two contrasting management theories proposed by Douglas McGregor,  

Theory X and Theory Y (Douglas McGregor) 

These theories describe two different views of employee motivation and behavior, which influence 

management style. 

1. Theory X – Authoritarian Management Style 

Assumptions: 

 People inherently dislike work and will avoid it if possible. 

 Employees must be closely supervised and controlled. 

 They are motivated mainly by money and job security. 

 They prefer to be directed rather than take responsibility. 

Management Style: 

 Strict rules and tight control. 

 Top-down decision making. 

 Use of threats or punishment to ensure performance. 

Example: 

A factory supervisor believes workers will slack off without constant supervision. He sets strict 

deadlines, closely monitors break times, and rarely involves the team in decision-making. He motivates 

through warnings and strict discipline. 

2. Theory Y – Participative Management Style 

Assumptions: 

 People enjoy work and see it as a natural part of life. 

 Employees are capable of self-direction and creativity. 



 
 

 

 

 

 They seek responsibility and can solve problems on their own. 

 Motivation comes from within (e.g., achievement, purpose, growth). 

Management Style: 

 Encourages employee input and collaboration. 

 Delegates responsibility and trusts employees to perform. 

 Focuses on development and empowerment. 

Example: 

A software team leader involves team members in planning and encourages them to propose solutions. 

She trusts them to manage their time and supports their ideas for innovation. Motivation comes from 

ownership and purpose, not just pay. 

Key Takeaway: 

 Theory X suits highly structured, repetitive work where close supervision is needed. 

 Theory Y works well in environments that require creativity, initiative, and collaboration. 

Example in Practice: 

 Theory X: 

A call center manager assumes that employees will not perform well unless closely supervised. 

They implement strict rules and monitor employees’ performance closely, focusing primarily on 

financial incentives to encourage hard work. 

 Theory Y: 

A marketing team leader believes employees enjoy solving creative problems. The leader gives 

team members autonomy to generate ideas for campaigns and encourages open discussions about 

improving the marketing strategies, allowing employees to contribute meaningfully to decision-

making. 

 

 

 



 
 

 

 

 

Here's a comparison table that clearly outlines Theory X and Theory Y: 

Aspect Theory X Theory Y 

Assumptions About 

Employees 

Employees inherently dislike work 

and avoid it. 

Employees enjoy work and seek 

responsibility. 

Management Style Authoritarian, top-down control. Participative, empowering, and delegative. 

Supervision 
Close supervision and 

micromanagement are necessary. 

Minimal supervision; employees are trusted 

to self-manage. 

Motivation 
Employees are motivated by fear, 

punishment, and financial rewards. 

Motivation comes from internal factors like 

achievement, growth, and recognition. 

Responsibility 
Employees are reluctant to take 

responsibility. 

Employees are willing to take responsibility 

and initiative. 

Employee 

Development 

Focused on control and compliance 

rather than growth. 

Emphasizes personal growth, creativity, and 

self-improvement. 

Decision-Making 
Centralized decision-making, 

managers make the choices. 

Decentralized decision-making, employees 

contribute to decisions. 

Example of Work 

Environment 

Repetitive, unskilled jobs with limited 

personal growth. 

Knowledge-based, creative, and challenging 

roles where employees contribute ideas. 

 

 

General Example 2: Classroom Management 

 Theory X in the Classroom: 

A teacher assumes that students do not want to learn and that they will need constant monitoring. 

The teacher uses rigid rules, assigns tasks with little input from students, and rewards or punishes 

based on performance. 

 Theory Y in the Classroom: 

A teacher encourages students to take ownership of their learning. They offer opportunities for 

students to choose projects or present ideas, trust them to manage their time, and motivate them 

with praise for effort and creativity, helping them see learning as fulfilling. 



 
 

 

 

 

 

General Example 3: Sports Coaching 

 Theory X Coaching: 

A coach believes players need strict instructions and constant supervision. They rarely let players 

make decisions on their own during games and often use penalties to enforce discipline. The 

coach assumes players are primarily motivated by the fear of losing or getting punished. 

 Theory Y Coaching: 

A coach trusts that players are motivated to improve and succeed. They involve players in 

strategic discussions, allow them to make some in-game decisions, and foster a positive 

environment where players are encouraged to develop their skills and learn from mistakes. 

 

Example of Theory X : 

Scenario: 

A manufacturing company produces consumer goods, and the manager believes that employees will 

not perform well unless closely supervised. 

 The manager implements strict rules for work hours, attendance, and output. Employees are 

given specific, narrow tasks to complete and are not encouraged to offer feedback or ideas. 

 The manager uses external motivators like bonuses for hitting production targets and penalties 

(such as reprimands) for falling short of those targets. 

 Decision-making is centralized: the manager makes decisions without consulting the workers, 

assuming they need clear guidance to perform. 

Result: 

Employees may comply with the rules but often lack motivation or initiative beyond their tasks. Morale 

can be low, and the manager may struggle to retain top talent. 

 

Example of Theory Y : 



 
 

 

 

 

Scenario: 

A technology startup values creativity, innovation, and collaboration. The CEO believes that 

employees are most effective when given the freedom to manage their own work and contribute to 

decision-making. 

 The CEO encourages a flat organizational structure where employees from all levels are invited 

to share their ideas and feedback. 

 Team leaders support their teams by offering resources, mentorship, and feedback but allow 

employees to take ownership of their projects and tasks. 

 Employees are motivated by the intrinsic rewards of learning, achieving goals, and contributing 

to the company's growth. The company also fosters a sense of purpose by tying the work to a 

greater mission (e.g., developing technology that improves lives). 

 Decision-making is decentralized, with employees contributing to strategic discussions, product 

development, and company policies. 

Result: 

Employees feel empowered, motivated, and more engaged in their work. They take pride in their 

contributions and are likely to stay with the company longer, especially if their development is 

encouraged. 

 

Summary: 

 Theory X works best in environments where tasks are highly structured, repetitive, and require 

little creative input, such as in manufacturing or routine assembly lines. 

 Theory Y is ideal for creative industries, tech startups, or roles that require problem-solving, 

innovation, and employee autonomy. 

 

 

 

 

 

 



 
 

 

 

 

UNIT-V 

CONTROLLING 

Definition of Control in Management 

Control in management is the process of monitoring, evaluating, and correcting organizational 

performance to ensure that goals and objectives are being met effectively and efficiently. 

It is one of the four core functions of management: 

Planning → Organizing → Leading → Controlling 

Key Features of Control: 

1. Setting standards – Define what is expected (targets, KPIs). 

2. Measuring performance – Collect data on actual performance. 

3. Comparing with standards – Identify deviations or gaps. 

4. Taking corrective action – Fix issues to stay on track. 

Example in Business: 

A company sets a sales target of ₹10 lakh for the quarter. At the end of the quarter: 

 They review actual sales (₹8 lakh), 

 Identify the shortfall, 

 Analyze the reasons (e.g., poor marketing), 

 Take steps to improve next quarter (e.g., increase ad budget). 

Purpose of Control in Management: 

 Ensure goals are achieved 

 Improve efficiency and productivity 

 Minimize errors and waste 

 Adapt to changes in the environment 

 

 



 
 

 

 

 

Types of Control in Management: 

1. Feedforward Control (Proactive Control) 

Description: Feedforward control involves anticipating future problems and addressing them before 

they occur. It is a proactive approach that aims to prevent issues by controlling inputs and processes in 

advance. 

How It Works: Managers analyze trends, forecasts, and data to predict potential problems and take 

preventive measures. 

Example: A manufacturing company anticipates a shortage of raw materials in the upcoming quarter 

due to supply chain issues. The company orders extra supplies early to avoid disruptions in production. 

Advantages: 

 Prevents issues before they arise. 

 Reduces the likelihood of major disruptions. 

Disadvantages: 

 Requires accurate forecasting and planning. 

 May lead to unnecessary interventions if predictions are incorrect. 

2. Concurrent Control (Real-Time Control) 

Description: Concurrent control happens during the process itself, as activities are taking place. It is 

focused on monitoring and adjusting activities in real-time to ensure performance stays on track. 

How It Works: This control type uses real-time information to make immediate adjustments during the 

execution of tasks. 

Example: In a call center, managers monitor customer service representatives in real-time. If a 

representative is falling behind on call handling times or receiving low satisfaction ratings, managers 

provide immediate feedback or resources to help improve performance. 

Advantages: 



 
 

 

 

 

 Immediate corrective actions can be taken to ensure alignment with goals. 

 Helps in real-time decision-making. 

Disadvantages: 

 Requires constant monitoring and may lead to micromanagement. 

 Not feasible in all industries or roles. 

3. Feedback Control (Post-Action Control) 

Description: Feedback control occurs after the activity has been completed. It involves evaluating 

performance and then taking corrective action based on the results. 

How It Works: Performance is measured against standards, and deviations are analyzed. Corrective 

actions are taken to address discrepancies and prevent future issues. 

Example: A retail company analyzes sales data at the end of each quarter. If sales fall short of 

expectations, the company examines the reasons behind the shortfall and adjusts its sales strategy or 

marketing approach for the next quarter. 

Advantages: 

 Provides clear insights into performance outcomes. 

 Useful for identifying long-term trends and issues. 

Disadvantages: 

 Delayed action may allow issues to escalate. 

 May not be as effective for real-time decision-making. 

 

Fig: Types of control 

 



 
 

 

 

 

Control Strategies in Management: 

1. Budgetary Control Strategy 

Description: Budgetary control is a financial control strategy where an organization sets budgets for 

various departments or activities and compares actual performance against the budgeted targets. 

How It Works: The management compares actual expenses and revenues with the budgeted figures. 

Variances (both favorable and unfavorable) are then analyzed to make adjustments to the budget or to 

the activities. 

Example: A company has a marketing budget of $100,000 for the year. At the end of the quarter, actual 

spending is $120,000. The marketing manager investigates the cause of the overspending (e.g., 

unexpected costs for digital ads) and takes corrective actions for the following quarter. 

Advantages: 

 Helps ensure financial discipline. 

 Allows management to control costs and allocate resources effectively. 

Disadvantages: 

 Rigid budget systems may not accommodate changes in the environment. 

 Can encourage short-term focus over long-term growth. 

2. Management by Objectives (MBO) Strategy 

Description: MBO is a control strategy in which managers and employees jointly set specific, 

measurable objectives and regularly monitor progress to ensure goals are being met. 

How It Works: Employees and managers agree on specific performance objectives. These objectives 

are reviewed periodically to assess progress, and adjustments are made when necessary to meet the 

targets. 

Example: A sales manager sets an objective for their team to achieve $1 million in sales for the quarter. 

They track the progress weekly, and if sales fall short, the team might increase outreach efforts or 

introduce new promotions. 



 
 

 

 

 

Advantages: 

 Aligns individual performance with organizational goals. 

 Motivates employees by involving them in the goal-setting process. 

Disadvantages: 

 May focus too much on short-term goals. 

 Can become rigid if goals are set without flexibility. 

3. Standardization Control Strategy 

Description: Standardization control involves setting predefined standards or procedures for tasks and 

activities, ensuring consistency and uniformity in processes. 

How It Works: The organization creates standard operating procedures (SOPs) that guide employees’ 

actions, and any deviation from these standards is corrected. 

Example: A fast-food chain establishes a set procedure for preparing food to ensure consistency in taste 

and presentation. If employees fail to follow the procedure, corrective actions (such as additional 

training) are taken. 

Advantages: 

 Ensures consistency and quality across the organization. 

 Helps in minimizing errors and improving efficiency. 

Disadvantages: 

 May limit flexibility and creativity in problem-solving. 

 Can be difficult to implement in dynamic environments. 

4. Behavioral Control Strategy 

Description: Behavioral control focuses on managing employee behavior through supervision, 

performance monitoring, and using incentives or penalties based on behavior. 



 
 

 

 

 

How It Works: Managers establish expected behaviors and performance goals, then use rewards and 

penalties to influence employee actions. 

Example: A call center supervisor monitors employees for adherence to call scripts. Employees who 

strictly follow the script and handle calls efficiently are rewarded with bonuses, while employees who 

deviate from the standards are given additional training or warnings. 

Advantages: 

 Directly influences individual behavior and performance. 

 Helps maintain organizational standards. 

Disadvantages: 

 Can lead to micromanagement. 

 May reduce employees’ autonomy and job satisfaction. 

5. Clan Control Strategy 

Description: Clan control is based on shared values, norms, and culture within an organization. 

Employees regulate their behavior based on these values rather than through formal rules or direct 

supervision. 

How It Works: The organization fosters a strong internal culture, where employees align their behavior 

with the company’s values and objectives. 

Example: A tech startup encourages employees to think creatively and collaborate openly, fostering a 

culture of innovation. Employees’ behavior is guided by the company's values rather than strict rules or 

policies. 

Advantages: 

 Encourages a collaborative and innovative work environment. 

 Employees are motivated to align with the organization’s culture. 

Disadvantages: 

 Difficult to implement in large organizations. 



 
 

 

 

 

 Ambiguities in expectations may arise, leading to confusion. 

6. Control by Exception Strategy 

Description: The control by exception strategy focuses management attention on significant deviations 

from standards, while allowing routine activities to continue without intervention. 

How It Works: Only significant issues or variances that exceed predefined thresholds are brought to 

management’s attention. Minor deviations are ignored unless they escalate. 

Example: A project manager oversees the team’s progress by setting key performance metrics. If the 

project falls behind schedule by more than 10%, the manager intervenes to address the issue, but 

otherwise, the team works independently. 

Advantages: 

 Saves time and effort by focusing on major issues. 

 Reduces micromanagement. 

Disadvantages: 

 Smaller issues may snowball into bigger problems. 

 Requires clear and accurate performance metrics. 

7. Quantitative Control Strategy 

Description: Quantitative control uses numerical data (KPIs, metrics) to assess performance and make 

adjustments based on this data. 

How It Works: The organization tracks key performance indicators such as sales numbers, production 

rates, or customer satisfaction scores. Based on the data, management takes corrective actions to address 

discrepancies. 

Example: A manufacturing company tracks production efficiency by measuring output per hour. If 

output drops below a certain threshold, management investigates the issue and implements corrective 

measures like additional training or process adjustments. 

Advantages: 



 
 

 

 

 

 Provides objective, measurable data for decision-making. 

 Helps in tracking performance over time. 

Disadvantages: 

 May overlook qualitative factors like employee morale or customer relationships. 

 Overemphasis on metrics can lead to tunnel vision. 

8. Feed forward Control Strategy 

Description: Feedforward control is a proactive approach where the organization anticipates potential 

problems or changes and takes corrective actions before the issues occur. Unlike feedback control, 

which reacts to problems after they have occurred, feedforward aims to prevent problems in the first 

place. 

How It Works: Managers analyze trends, forecasts, or past performance to identify potential risks or 

challenges. Preventive measures are then taken to mitigate these risks. 

Example: A manufacturing company anticipates an increase in raw material costs and negotiates long-

term contracts with suppliers to lock in current prices, thus preventing future price hikes from affecting 

production costs. 

Advantages: 

 Helps prevent problems before they arise, improving efficiency and reducing risks. 

 Allows the organization to be more strategic and foresighted. 

Disadvantages: 

 Requires accurate forecasting and planning, which can be challenging in volatile markets. 

 May result in unnecessary interventions if the predicted risks do not materialize. 

Steps in the Control Process: 

1. Establishing Standards 



 
 

 

 

 

 Definition: Standards are the specific goals or benchmarks that performance is measured 

against. These can be quantitative (e.g., sales targets, production output) or qualitative (e.g., 

customer satisfaction). 

 Purpose: To provide a basis for evaluating actual performance. 

 Example: A company sets a target of producing 10,000 units per month. 

2. Measuring Actual Performance 

 Definition: This involves collecting data and measuring what is actually being achieved within 

the organization. 

 Purpose: To assess whether performance meets the established standards. 

 Tools Used: Reports, audits, surveys, observation, software systems. 

 Example: Monthly production data shows that only 8,500 units were produced. 

3. Comparing Performance with Standards 

 Definition: The measured performance is compared against the standards to determine variances 

or deviations. 

 Purpose: To identify gaps between expected and actual performance. 

 Types of Deviations: 

o Positive (performance exceeds standards) 

o Negative (performance falls short) 

 Example: There is a shortfall of 1,500 units compared to the 10,000-unit target. 

4. Analyzing Deviations 

 Definition: This step involves identifying the causes of significant deviations. 

 Purpose: To determine whether the variance is due to internal or external factors, and whether 

corrective action is needed. 

 Tools Used: Root cause analysis, fishbone diagrams, data analytics. 

 Example: Investigation reveals that a machine breakdown caused the drop in production. 

5. Taking Corrective Action 

 Definition: This involves implementing measures to correct deviations and realign performance 

with standards. 

 Types of Actions: 

o Immediate (short-term fixes) 



 
 

 

 

 

o Fundamental (long-term process improvements) 

 Example: Repairing the broken machine and scheduling preventive maintenance to avoid future 

breakdowns. 

6. Follow-Up / Feedback 

 Definition: Monitoring the effects of corrective actions and ensuring that performance improves 

as intended. 

 Purpose: To ensure that the control process remains effective and that the issue has been 

resolved. 

 Example: After corrective action, the next month's production meets the 10,000-unit goal. 

 

Summary Table of Control Process Steps: 

Step Description Example 

1. Establish Standards Set benchmarks or goals Target: 10,000 units/month 

2. Measure Performance Track actual performance Actual: 8,500 units 

3. Compare with Standards Identify deviations Shortfall: 1,500 units 

4. Analyze Deviations Find root causes Cause: Machine breakdown 

5. Take Corrective Action Fix issues to realign with goals Action: Repair machine 

6. Follow-Up Monitor results and improvements Result: Target achieved next month 

 

Example-2 

1. Establishing Performance Standards 

 What it means: Set clear, measurable, and achievable standards that performance will be 

evaluated against. 

 Example: A clothing factory sets a monthly production target of 10,000 shirts. 

2. Measuring Actual Performance 

 What it means: Track and record actual performance data over a given period. 

 Example: At the end of the month, the factory checks and finds that only 8,000 shirts were 

produced. 

3. Comparing Actual Performance with Standards 



 
 

 

 

 

 What it means: Identify the difference (if any) between what was planned and what was 

achieved. 

 Example: Compare actual output (8,000 shirts) to the target (10,000 shirts). There is a shortfall 

of 2,000 shirts. 

4. Analyzing Deviations 

 What it means: Investigate the reasons for the deviation or variance from the standard. 

 Example: The factory manager finds that the sewing machines broke down for 5 days during the 

month, causing the delay in production. 

5. Taking Corrective Action 

 What it means: Implement changes or fixes to correct the issue and prevent future deviations. 

 Example: The factory decides to improve machine maintenance schedules and hire one more 

technician to reduce downtime. 

6. Follow-Up / Feedback 

 What it means: Monitor to ensure corrective actions were effective and performance is 

improving. 

 Example: The next month, production reaches 10,200 shirts, exceeding the target. The 

corrective measures are considered successful. 

 

 Summary Table: 

Step Description Example 

1. Establish Standards Set goals or targets Produce 10,000 shirts/month 

2. Measure Performance Track actual performance 8,000 shirts produced 

3. Compare with Standards Identify deviations Shortfall of 2,000 shirts 

4. Analyze Deviations Investigate causes of deviation Machine breakdown for 5 days 

5. Take Corrective Action Fix the issue and improve processes New maintenance plan + extra technician 

6. Follow-Up Check if performance has improved Next month: 10,200 shirts produced 

 

 

1. Budgetary Control 

Definition: 

Budgetary control is the process of setting budgets, measuring actual performance, and taking 

corrective actions based on the difference between the two. 



 
 

 

 

 

 Purpose: 

To manage financial resources efficiently by controlling income and expenses. 

Key Features: 

 Based on numerical and financial data. 

 Involves setting targets (budgets) and comparing actual performance. 

 Helps in resource allocation and cost management. 

Example: 

A company allocates a marketing budget of $50,000 for the quarter. At the end of the quarter: 

 Actual spending: $60,000 

 Variance: +$10,000 (overspent) 

 Management investigates and finds overspending was due to an unplanned promotional 

campaign. They either adjust future budgets or look for cost savings elsewhere. 

2. Non-Budgetary Control 

Definition: 

Non-budgetary control refers to non-financial methods of evaluating and directing organizational 

performance. 

Purpose: 

To monitor quality, behavior, productivity, and compliance with non-financial standards. 

Key Features: 

 Based on qualitative or procedural criteria. 

 Includes performance appraisals, quality checks, employee discipline, and customer feedback. 

 Enhances operational efficiency beyond just cost. 

Example-1: 

A hotel uses customer satisfaction surveys to evaluate service quality. If feedback shows frequent 

complaints about room cleanliness, management retrains housekeeping staff 

Example-2: 

 Quality Control: A car manufacturer uses a checklist to ensure that every car passes a 50-point 

quality inspection before leaving the factory. 



 
 

 

 

 

 Employee Performance Reviews: Managers evaluate employees based on punctuality, 

teamwork, and communication—not just financial metrics. 

 Customer Feedback Surveys: A restaurant uses customer feedback to evaluate service quality 

and food satisfaction, adjusting service protocols if ratings fall below a certain level. 

 

Comparison Table: 

 

Feature Budgetary Control Non-Budgetary Control 

Based on Financial data Non-financial data 

Focus Income, expenses, profit, cost Quality, behavior, time, efficiency 

Tools Budgets, variance analysis Inspections, appraisals, surveys 

Nature Quantitative Qualitative or procedural 

Example Overspending on advertising Low employee performance ratings 

 

Conclusion: 

 Budgetary control is essential for managing an organization's financial health, manage costs 

and allocate resources 

 Non-budgetary control is crucial for maintaining standards, quality, and employee 

performance. 

 Both types of control complement each other and are necessary for effective and comprehensive 

management. A successful organization uses a balanced mix of both to achieve operational 

excellence and strategic goals. 

 

Characteristics of effective control 

1. Accuracy 

 Meaning: The control system should provide correct and reliable information. 

 General Example: A company's attendance system accurately records employee working hours, 

avoiding errors in payroll. 

2. Timeliness 

 Meaning: Control should provide feedback quickly enough to take action before it’s too late. 



 
 

 

 

 

 General Example: A supermarket gets daily sales reports to reorder fast-selling items before 

they run out. 

3. Flexibility 

 Meaning: The control system should adapt to internal and external changes. 

 General Example: A travel agency adjusts its pricing and control strategies quickly in response 

to fuel price changes or seasonal demand. 

4. Objectivity 

 Meaning: Controls must be based on factual and measurable data, not personal opinions. 

 General Example: A school evaluates teacher performance using student test results and 

attendance rather than just supervisor impressions. 

5. Economical 

 Meaning: The control system should be cost-effective—its benefits should outweigh its cost. 

 General Example: A small business uses free accounting software to track income and 

expenses, instead of hiring a full-time accountant. 

6. Understandability 

 Meaning: The system should be simple, clear, and easy to use for all involved. 

 General Example: A factory uses a color-coded chart (green, yellow, red) to show whether 

daily production goals are being met. 

7. Action-Oriented 

 Meaning: The system should not just identify problems—it should help suggest solutions. 

 General Example: A drop in customer satisfaction triggers a training session for service staff. 

8. Integration with Planning 

 Meaning: The control process must support and align with the organization's goals and plans. 

 General Example: A company aiming to increase market share by 15% tracks weekly sales and 

customer acquisition rates. 

 



 
 

 

 

 

Summary Table: 

Characteristic Description General Example 

Accuracy Provides correct information Employee attendance tracking system 

Timeliness Gives feedback quickly Daily sales reports for stock management 

Flexibility Can adapt to change Adjusting prices during travel seasons 

Objectivity Based on facts, not opinions 
Teacher performance based on student 

results 

Economical Cost-effective system 
Using free software for small business 

accounting 

Understandability Easy to understand and use Color-coded production charts 

Action-Oriented Helps in decision-making 
Training after low customer satisfaction 

ratings 

Integrated with Planning Supports organizational goals 
Sales tracking aligned with company growth 

targets 
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