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Organising BUSINESS 1 Enhance Enterprising Skits

QuoTE
The difference between the imposible apd the possible liasin a mar's
determination. Mothing is impossible becanse even the word itself
ﬂ:gs—ﬂim ]J-DEiHE..

BEsmrucTuRDmes WIFRD: BECORING A GLOBAL GLANT

One of India® larpest 1T solutions prowiders,

Technolopies, is wmldng oo the likes of [BM and
Accenture in it effor oo be included among the largest
and most succesful techmolopy services companies in
thie world. Restnicturing Wipno was condidered che mast
important step in beooming @ gobal gant, driven by
the poal wwards improved customer-oriencadion. Wipno
separated il imta several subsidiaries by product line
Eadh subsidiary bricgs in about 300 million in annual
earmings and s sef-mafficient with their own acoounting
books, personne and adminiscracive functions. Wipno
shifted from @ centralised o decentralissd manapsment
system. All responsibilicies for prowth lap wich che

management of each ency.

Introduction

It is evident from the way Wipro has moved towards reaching for
its goal of becoming a globally successful technolopy company, that
organising plays a significant role in implementation of plans. What
has Wipro done to become a contending force among other global
piantst Are there lessons to be learnt from Wipro's approach? Wipro
organisad itself in a manner that allowed customer orientation to
dominate over other goals and diversified on the basis of product lines.
It also modified the relarionships within the management hierarchy
to suit the goals.

Once the plans have been laid down and objectives specified therein,
the next step is to organise resources in a manner which leads to the
acoomplishment of objectives. The activities of an enterprise must be

STRICTTRAL A ONGC organisad in such a manner that plans can be successfully implemented.
Since i inceprion, ONGC has been instrumental in
transforming the councry’s limited upstream sector iom
@ lerpe wahle plaping fidd, with i wcehities spread
throwghout India and significanche in owerseas temitories
The 1590 had bepun on a grim poee for OMNGC, It took
almiost a decade for the Corporation to sart things out
in most uncertain of dmes. Among many problems, che
Corporation wis also saffering from the orpanisational
atrophy. In order w survive OMGT soght bep fram
Mc HKinsey. Mo Kiresy® mandare wus to evalve an
organisational structurs chat was far mope nespansive o
iz busness nesds chan thar bised on business proups.
The OMGLT spsemn run by functional heads often
meant delns exceeding @ pear in matters requoiring
urgent decisions on fislds Aleo, since pesporsibilites
were shared ar producion plaforms betwesn different
business promps, the system degenerated into wranpling
ower responshilicies. Similarly. groop lopaloes often
ook precedence over the requirements of tmsks But
most imporancly, it was found thar the performance
evaluation criteria bassd on business prooap yvardscick
wenz completely at loggerheads with requirements on
flekds. Me Kinsey recommended an aseet-bassd approach
with cleady-defined resporsibilities in its presentation
titled ‘Organisation Trarsformation  Project” Thouph
Me Einzey recommendations were broadly sccepeed.
coordination lssuss concerning comimanhr-shared services
needed o be sorted out. Fnally the fisst conenod over all
service personnel working with aser teames was wested in
aseet manapers, oo prounds chat being respansible for che
perfarmance of their strategc business unies they must
mghitfully ewerciss control over all personnel working wich
them. Even procurement powers were devalved. Finally,
@ new scructure made up of 14 aeets and 11 ceniralissd
services was rolled out .

A critical issue in accomplishing the goals specified in the planning
process is structuring the work of an organisation to adapt w the
dynamic business environment.

For planning to be froitful, a number of considerations like resources
that will be needed. optimum utilisation of the resources, translation
of work into attainable tasks, empowering the wordorce to accomplish
these tasks etc., need to be understood and dealt with properly.

The management function of organising ensures that effores are
directed towards the attainment of goals laid down in the planning
function in such a manner that resources are used optmally and
people are able to work collectively and effectively for a common
purpose.

Thus, it is in the context of effective management that the organisarion
function eams due imporrance. It is a means for translating plans
into action.

The organising function leads to the creation of an organisational
stracture which includes the designing of roles to be filled by
suitably skilled people and defining the inter relationship between
these roles so that ambiguity in performance of duties can be
eliminated.

Mot only is this important for productive cooperation between the
personnel but also for clarification of extent of authority as well as
responsibility for results and logical grouping of activities.
Performance of the organising function can pave the way for a smooth

transition of the enterprise in accordance with the dynamic business
ervironment.
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Organising: Concept, Process and Importance

Meaning of 'Organising’ as a Process

Organising essentially implies a process which coordinates human efforts, assembles resources and integrates
both into a unified whole to be urilised for achieving specified objectives.

Organising can be defined as a process that initiates implementation of plans by clarifying jobs and working
relationships and cffectively deploying resources for attainment of identified and desired results (goals).
Drganising is a process by which the manager brings order out of chacs, removes conflicc among people over
work or responsibility sharing and creates an environment suitable for teamwork.

DEFINITIONS oF ORGANISING

% "Organising is the process of defining and grouping the activities of the enterprise and establishing
anthority relationships ameng them ™ —Theo Haimman

# "Orfanising is the process of identifying and grouping the work to be performed, defining and
delegating responsibility and anthority, and establishing relationships for the purpose of enabling
people to work most effectively together in accomplishing objectives” —Louis Allen

Steps in the Process of Organising
Organising involves a serics of steps that need o

b:tak:uiunrd:rtuachimﬁ:dﬁir:dgnal. The
following steps emerge in the procss of organising: e Bl R
1. Identification and division of work :

The first step in the process of organising involves “ =‘
Idr_utl'f}'lug and divldlug the wods that has to be done

in accordance with previously determined plans.
The work is divided into manageable activities so that
duplication can be avoided and the burden of work

can be shared among the employess.

Eatablizhing

2. Departmentalisation

Once work has been divided into small and manageable
acrivities then those acrivities which are similar in namre
are grouped together, This grouping proces is called
departmentalisarion. This facilirares specialisation.

0 Top Tip -.R".

Diepartments can be created using several criteria as a basis. Examples of some of the most popularly used basis are:
= Territory (north, south, west etc.} and
I'x = Products (appliances, clothes, cosmetics etc). |

3. Assignment of duties

It is necessary to define the work of different job positions and accordingly allocate work to various employees.
Once departments have been formed, each of them is placed under the charge of an individual. Jobs are then

allocated to the members of cach department in accordance to their skills and competencies.
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0 Top Tip

It is essential for effective performance that a proper match is made between the nature of a job and the ability of an
| individuzl. The work must be assigned to those who are best fitted to perform it well.

%, A

-,

4. Establishing reporting relationships
Merely allocating work is not enough. Each individual should also know who he has to take orders from and

whom he is accountable.
The establishment of such dear relationships helps to create a hierarchical structure and helps in coordination

amongst various deparmments.

Importance/Significance of Organising

The significance of the organising function mainly arises from the fact that it helps in the survival and growth of
an enterprise and equips it to meet various d:allcu.g:s. In order for any business enterprise to p-:rE::-:m tasks and
successfully meet goals, the organising funcrion must be properly performed.

The tollowing points highlight the crucial role thar crganising plays in any business enterprise:

1. Benefits of specialisation

Organising leads to a systematic allocation of jobs amongst the wodk force. This reduces the workload as well as
enhances productivity because of the specitic workers performing a specific job on a regular basis.

Repetitive performance of a particalar task allows a worker to gain experience in that area and leads to specialisarion.

2. Clarity in working relationships
The establishment of working relationships clarifies lines of communication and specifies who is to report w
whom.
# This removes ambiguity in transfer of information and instucrions.
# It helps in creating a hierarchical order thereby enabling the fixation of responsibility and specification of
the extent of authority to be exercised by an individual.

3. Effective administration
Organising provides a clear description of jobs and related duties. This helps to avoid confusion and duplication.

Cla.ril::.r in wm'klug rdatl-:mshl[_'ﬁ enahles proper execution of worl. Management of an enterprise becommes casy
and this brings effectivencss in administraricon.

4. Optimum utilisation of resources

Organising leads to the proper utilisation of all material, financial and human resources. The proper assignment
of jobs avoids overlapping of wodk and also makes possible the best use of resources.

Awoidance of duplication of work helps in preventing confusion and minimising the wastage of resources and
efforts.

5. Development of personnel
Organising helps in development of personnel by delegation of work to subordinates. Effective delegarion allows
the managers to reduce their worldoad by assigning routine jobs to their subordinates.

# It allows the manager to develop new methods and ways of performing tasks. It gives them the time
to explore areas for growth and the opportunity to innovate thereby strengthening the companys
competitive position.

# It also develops in the subordinate the ability to deal effecrively with challenges and helps them to realise
their full potential.
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QT‘}I]‘ Tip

Delegation refers to the downward transfer of authority from a superior to a subordinate,

A manager, no matter how capable he is, cannot manage to do every task on his own. The valume of work makes it

inpractical for hirm to handle it all by himself 45 3 consaguence, if he desires to meet the organisational goals, focws on
| objectives and ensure that all work is accomplished, he must delegate authority.

e

6. Adapmtion to chnnge

The process of organising allows the arganisation structure to be suitably modified according to changesin business
environment. It thus provides stability to the enterprise as it can continue to survive and grow in spite of changes.

7. Expansion and growth
O'rganising helps in the growth and divesification of an enterprise by enabling it to deviate from existing norms
and taking up new challenges.
# It allows a business enterprise to add more job positions, deparrments and even divesify their product
lines.

# Mew geographical territorics can be added to current areas of operation and this will help o increase
customer base, sales and profit.

Organising as a Process
Organising is defined as the process of identifying and grouping the work to be performed, assigning duties to job positions
and establishing relaticnships for the purpose of accomplishing objectives.

Steps in the Process of Organising IDAE
1. identification and division of work: Identifying and dividing the work into manageable activities so that duplication can be
awoided.

2. Departmentalisation: Activities of a similar nature are grouped together. It facilitates specialisation. (Departments can be
created on the basis of territory (north, south, etc.) and products (garments, footwear etc).

3. Assipnment of duties to job positions: lobs are allocated to the members of each department according to their skills and
competencies for effective performance.

4, Establishing reporting relationships: &uthority responsibility relationships are dearly established so that each individual
Enows who he has to take orders from and to whom he is accountable. This helps in coordination amongst various
depariments.

Importance of Organising SAD-C-GOA

1. specialisation: it leads to specialisation by a systematic allocation of jobs resulting in reduced workload and enhanced

productivity.

Clarity in working relationships: it leads to clarity in working relationships by specifying who is to report to whom.

Effective administration: It helps in effective administration by providing a dlear description of jobs and working relationships.

4, Optimum uwtilisation of resources: It leads to optimum ufilisation of rescurces by avoiding duplication of work and
minimizing wastage of resources and efforts.

5. Growth and expansion: It helps in expansion and growth by allowing an enterprise to add more job positions, departments
and product lines.

6. Adaptation to change: 1t helps in adaptation to change by allowing the organisation structure to be suitably modified as per
thie changes in business environment.

7. Development of persennel: It helps in development of personnel by delegation of work to subordinates.

2.
3.
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10.

11.

b

.

1. Hame the function of management which examines the activities and resources required to implement the plan.

function of management includes the designing of roles to be filled by suitably skilled people.
(Fill wp the bignk with correct answer]

essantially implies a process which coordinates human efforts, assembles resources and integrates both into
a unified whole to be utilised for achieving specified objectives. [Choose the correct alternative)
{a] Coordination ik} Planning
{c) Organising (d} Directing
is 8 process that initiates implementation of plans by clarifying jobs and working relationships and effectively
deploying resources for attainment of identified and desired results (goals). [Organising/ Directing/Contralling)
{Fill up the blank with correct option]
The process of organising involves identifying and dividing the work into small and manageable acthvities, and then grouping
those activities which are similar in nature. This grouping process is called . This facilitates .
(Fil! up the bignks with correct answers)

6. Establishing reporting relationships under organising function helps in . {Compiete the sentence)
7. The significance of the organising funchion of management mainly arises from the fact that

{Complete the sentence]
iz a process by which the manager brings order out of chaos,removes conflict among people over work or

responsibility sharing and creates an environment suitable for teamwork. (Fill wp the bignk with correct answer]

which function of management is concerned with establishing relationships for the purpose of enabling people to work

mezst effectively together in accomplishing objectives?

Name the funchion of management which coordinates the physical, financial and human resources and establishes

productive relations among them for achievement of specfic goals. [CBSE 2008)

It is 3 proscess of management by which the manager brings order out of chaos, removes conflict among people over work
or responsibility sharing and creates an environmant suitable for team work. Identify it

A

kCasc Studies

Ans. Organising’ funcaion of management is highlighted in the given case.
2. Ina school fete, the whole activity is divided into task groups each dealing with a specific area like the

Ans. (@) Organising (give meaning)

=, Analysing, Evaluating & Creating Type Questions

1. In aschool, twelve students work for the school library in the summer vacations. One afternoon they are
told to unload a shipment of new releases, stock the bookshelves, and then dispose of all waste (packaging,
paper etc). One stodent supervises the work by grouping students, divides the worls, assigns each group
their quota and develops reporting relationships among them.

Identify the function of management highlighted above. (1 mark)

food committee, the decoration committee, the ticketing committee and so on. These are under the overall

supervision of the official in-charge of the event. Coordinating relationships are established among the

various groups to enable smooth interaction and clarity about each gromps contribution towards the event.

{a) ldentify and state the fanction of management highlighted above.

{b) State the steps involved in the function of management identified in part (2) by quoting the lines
from the above paragraph. (6 marks)

ik} The following steps emerpe in the process of organising {Explain the steps)
() Identificar | divisi Fwod
" v wbole aceiedry i5 divided fuve rark prowps...”
{ii) Departmentalisation/Departmentation
“.each dealing wirh a pecific anea..”
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Ans,

Ans,

iiii) Assignment of duties
“. vhe food comminer, the decoranion mmmives, vhe wokering commine ... are wnder the overall supervision af

the official ie-charge of the event.™
(iv) Establishing reporting relationships
“ui Coondinaring relarionships are emablished ... darity abour each group’ commribusion towands vhe event.”
Rishu, Ashu and Ravi have decided to start a business of manufacturing toys. They identified the following
main activities which they have to perform (i) Parchase of raw materials, (i) Purchase of machinery,
{iii) Production of toys, (iv) Arrangement of finance, (v) 5ale of toys, (vi) Identifying the areas where they
can sell their toys and (vii) Selection of employees
In order to facilitate the work they thought that four managers should be appointed to look after
{a) Production, (b) Finance, (c) Marketing, (d) Personnel.
Identify the function of management involved in the above-mentioned para.
(Juote the lines from the above para which help you in identifying this fanction
State the steps followed in the process of this function of management. (5 marls)
Olrpanising
They idencified vhe followsng main acwivities wieh they bave to perform.”
Tn order o facilivate the work chey thoughe shar four managen should be appoinsed o ok after.
{a) Produccion, (b) Finance, (c) Markeang, (d) Personnel’
Steps in Organising Process:
(i) Identifying and dividing the work into manageable activities.
iili Departmentalisation/Departmentation where activities of 2 similar nature are grouped together,
(i) Assignment of duties tw job positions.
{iv) Establishing reporting relationships so that each individual knows from whom he has to take orders
and to whom he is acoountable.

Ramdas, aged 49 is working in an aviation company. He is the senlor-most employee in his division.
He is even senior to the division manager, Kanaputti. Ramdas is considered one of the most committed,
capable and hard-working employees. As a result of his abilities and seniority, he generally received the
work assignments of his choice. Although there was no formal designation of various special projects
assigned to Ramdas, he handled them as a matter of routine. A problem developed when an able and
intelligent person Nagarjuna, aged 33, was appointed by Kanaputti. MNagarjuna's previous three years
experience in the closely related work, made it possible for him to catch on to the rontine work of his new
job more rapidly than was customary for a new employee. On several occasions, Kanaputti noticed the
tension developing between the two employess. However, he dida't want to get involved in their personal
issnes as long as the work was completed effectively and efficiently by them. One day, the tension between
them reached the boiling point and Ramdas complained to Kanaputti stating that his duties were being
largely taken over by Nagarjuna. Kanaputd issued the order stating the clear allocation of the jobs and
redated duties between the two. He further clarified the working relationship between them by specifying
whao was to report to whom. This helped in reducing the worldoad, enhancing productivity and removing
ambiguity.
(i) Identify and state the step of organising process which has not been carried out properly and
contributed to this problem.
(i) State the two steps of the organising process which have been taken by Kanapuotti to respond to the
complaint of Ramdas.
(iii) Also state two points of importance of organising as reflected in the above case.
(CBSE SQP 2017) (4 marks)
(i) Asignment of duties: Defining the work of different job positions and allotting the work according to the
skills of the employees.

(i Kanapurti responded to the complaint of Ramdas by
ia) Asigning the duties
ib) Establishing reporing relationship

e 0w

0
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(i) (a) clarity in working relationship

ib)  Benefits of specialisarion

i)  Fffective administration fary mow)

5. Famon Ltd. is manufacturer of electronics goods based in Pune. On one hand it deals in items like bools,
music instrument, videotapes etc., and on the other hand it deals in laptops and mobile phones.
The company had a functonal strocture with separate heads for production, marketing and finance. All
the fanctional heads were looking after the products, but at times their activities overlapped. This led
to problems related to coordination and inter-departmental conflices. To facilitate specialization Ramit,
the CEO of the company decided to group books, music instrument, videotapes etc. under ‘Media' and
laptops and mobile phones under ‘consumer electronics’. While doing so Ramit has performed a step in
the process of one of the functions of management. Identify the step. (CBSE 2018) (1 marl)
Ans. Departmentalisation

Organisation Structure: Concept and Types

Meaning of Organisation Structure (or Organising as a Structure)

O'rganisation structure is the outcome of the organising process.
The organisation structure can be defined as the framework within which managerial and operating tasks
are performed.

(N

F An c-rga.n]sat[nn structures valdrj the framework which enables the enLerprise o funcrion as an
integrated unit by regulating and coordinating the responsibilities of individuals and departments.

It specifics the relationships berween people, work and reson roes.

It allows correlation and coordination among human, physical and financial resources and this enables a
business enterprise to accomplish desired goals.

A proper organisation structure is essential to ensure a smooth flow of communication and better control

W

'\Il._.l'

over the operations of a business enterprise.
7 An effective structure will result in increased profirability of the enterprise.

Example: Sonali openad her own travel agency The success of her travel agency depends on a harmonious
rdat[o.uship betwreen the customer and the -:mplc-].n::s of the travel agency. In order to achieve this nb]:ct[\-'l:, she

has divided the entire work of the agency into three subheads based on the functions namely operations, sales
and administration.

— Operations include ravel counsellor, reservation and ridketing and customer care.

— Sales include the Accounts executive.

— Administration includes Book Keeper, Cashier and LLtl'J.Et].r pr_rs::-n.nrl.
This division of work on the basis of functions has resulted into an organisational structure specifying the line of
authority and responsibility.

Need for an adequate organisation structure

The need for an adequate organisation strucoure is felt by an enterprise whenever it grows in size or complexity.
As an organisation grows, coordination becomes difficult due to the emergence of new functions and increase in

structural hierarchies.
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IO g

It is only thoss sntecprises which do not focus on growth that can maistzin 2 partienlar structurs for 2 long penod of tme. Homwerer,
it iz emportant to wnderstand that such stagnasey may prove o be detremental to an saterprise as those companies which do oot
chasrge at all mil close dowa or ceass to grow. Thns, for an organisation to fuscton smoothly and faoe sraronmestal chages,
organsaiion stracturs when he says, “organsation stoocture is an mdispensabls means; and the wrong structurs il sariously
smpar busimess pesformance and even destroy ™

Thus, it can be sazd that business operates i 2 dynemic savronment and those sntecprises which fail to adapt to change 2re wnabls
the saterpriss shounld also be subjsctsd to periodic revew to determins if moddfication i reguirsd. An orgnisation simecturs, at
all termes should comtribote towasds the achievement of the satsrprise’s ohjsctves and should promds soope for sutates so that
conirbution of personne] can be manemem and affecivs.

How is the organisation structure of a firm shown?

The organisation structure of a firm is shown in an organisation chart.

The span -::fmauagr_mr_ut, to a la.rg: extent gives shap: to the n::rga.n.'lsal:[-:mal structure.

Span of management refers to the number of subordinates that can be effectively managed by a superior.
This determines the levels of management in the structure,

0 Top Tip

& narrow span of managemeant has tall organisation structure whereas, a wide span of management has short organization

| structure.
e,

Types of Organisation Structure

The type of strucrure adopted by an organisation will vary with the nature and types of activities performed by
an organsarion. The organisaticnal structure can be classified under two categories which are as follows:

1. Functional structure

Functional structure is an organisational structure formed by grouping of jobs of similar nature according to
functions and organising these major functions as separate departments. All departments report to a coordinaring
head, say Managing Diirecror.

For example, in a manufacturing concern division of work into key functions will include production, finance,
marketing, and human resource (HR). These departments may be further divided into sections. For instance,
marketing department may have sections like packaging, adverising, selling, etc.

A functional structure is an organisational design that groups similar or related functions/jobs together.

Managing
Diracior

Organisation chart showing FUNCTIONAL STRUCTURE
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Suitability: Functional structure is suitable for those enterprises which have only one category of products to
offer, however:

* the size of the organisation is large,

* it has a divemified activities and

* operations require a high degree of specialisation.

2. Divisional structure
Many large crganisations with diversified activities have re-organised themselves away from the simpler and basic
functional strucrure towards a divisional structure which is more suited to their activities. This is particularly
true of those enterprises which have more than one category of products to offer. This is becanse although every
organisation performs a set of homogeneous functions, as it diversifies into varied product categories, the need
for a more evolved strucrural design is fel to cope with the emerging complexity.
A divisional structure is the organisation structure which compriscs of separate business units or divisions.
Generally, manpower is grouped on the basis of different products manufactured. For example, a large
company may have divisions like Footwear, Garments, ctc.
# FEach unit or division has a divisional manager responsible for performance and who has authority over
the unit or division.
# Fach division is muli-functional becanse within each division funcrions like production, marketing,
finance, purchase etc. are performed together to achieve a common goal. fn other wonds, within each

division, the functional structure tends to be adopted. However, functions may vary across divisions in
accordance with a particular product line.

# FEach division works as a profit center where the divisional head is responsible for the profit or loss of his
division.

# [Each division is sclf-contained as it develops expertise in all functions related w a product line.

FOOTWEAR

GARMENTS

Dwi=lon Diviaion

" Production

% Markating Finance R T . .
—— | Resourcae [ arketing

Organisation chart showing DIVISIONAL STRUCTURE

Suitability: A divisional structhare is suitable for those business enterprisss where a large variety of products are
manufactured using different productive resources.
An organisation will decide to adopt a divisional structure when:

* an organisation grows and needs to add more employees,
* create more departments and

# introduce new levels c-fma.uagr_mr_nt
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Functional Structure: Advantages and Disadvantages

1. Specialisation: A functional structure leads to occupational
specialisation since emphasis is placed on specific functions.
This promotes effidency in utilisation of manpower as
employees perform similar tasks within a department and
are able to improve performance.

DISATWANTAGES

1. Functonal empiress A functional structure places

less emphasis on overall enterprise ohjectives than
the objectives pursued by a functional head. Such
practices may lead to functional empires wherein the
importance of a particular function may be over-
emphasised. Pursuing departmental interests ar the
cost of organimtional interests can also hinder the
interaction between two or more departments.

2. Better comtrob It promotes control and coordination
within a department because of similarty in the tasks
being performed.

Problems in coordinations It may lead to problems

in coordination as information has to be exchanged
acros funcrionally differentiated departments.

3. Managerial and operational efficlencys It helps in
increasing managerial and operational efficiency and this
results in increased profit.

. Conflict of interests A conflict of interests may arise

when the interests of two or more departments are
not compatible. For example, the sales department
insisting on a customer friendly design may cause
diffiaulties in production. Such disension can prove
to be harmful in terms of fulfillment of orpanistional
interest. Inter-departmental conflicts can also arise in
the absence of dear separation of responsibility.

4. Economical: It leads to minimal duplication of effort
which results in economiss of scale and this lowers cost.

5. Ease in training employees: [t makes training of employees
easier as the focus is only on a limited range of skills.

6. Due attentiom It ensures that different functions get due
attention.

Inflexibilitys It may lead to inflexibility as people with
same skills and knowledpe base may develop a narmow
perspective and thus, have difficulty in appreciating
others' point of view. Funaional heads do not per
training for top management positions because they
are unahle o gather experience in diverse areas.

Divisional Structure: Advantages and Disadvantages

ADVANTAGES

DISADVANTAGES

1. Product i Product specialisation helps in the
development of vared skills in a divisional head and this
prepares him for higher positions This is because he gains
experience in all functions related to a particular product.

1. Conflictss Conflict may arise among different

divisions with reference to allocation of funds and
further a particular division may seels to maximise
its profits ar the cost of other divisions.

2. Greater accountabilityy Divisional heads are accountable
for profits, as revenues and costs relared tw different
departments can be easily identified and assigned to them.
This provides a proper basis for perfformance measurement.
It also helps in fixation of responsibility in cases of poor
performance of the division and appropriate remedial
action can be talen.

. Costly processs It may lead to increase in costs

since there may be a duplication of acivities across
producs. Providing each division with separate set
of similar functions increases expenditure.

3. Flexibility and initiatives It promotes flexibility and

initiarive because each division funcrions as an autocnomous
unit which leads to faster dedsion malﬂn.g.

4. Expansion and growths It facilitates expansion and growth
as new divisions can be added without interrupting the
existing operations by merely adding another divisional
head and staff for the new product line.

. Ignoring of organisational interestss [t provides

managers with the authority to supervise all activities
related to a particular division. In course of time,
such 2 manager may gain power and in a bid to asmert
his independence may ignore organisational interests,
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Difference between Functional and Divisional Structure

| Basis | Fonctional Strocture Divislonal Structure
1. | Formation Formation is based on Formation is based on product lines and is
functions supported by functions.
2. | Specialisation Functional specialisation Product spedalisation
3. | Responsibility Difficult to fix on a department | Easy to fix responsiblicy for performance

4. | Managerial Development | Difficult,. as each funcrional Easier, autonomy as well as the chance
manager has to report to the top to peform multple functions helps in

M an agement. managerial development.

5. | Cost Functions are not duplicated, Duplication of resources in  varous
hence economical. departments, hence costly

6. | Coordination Difficult for a muolt-produc  Easy, because all funcrions related to a particular
COmpany product are integrated in one department.

RECAP

Oirganising as a Structure

Organisation structure refers to the framework within which managerial and operating tasks are performed.

It specifies the relationship between pecple, work and resources. i allows coordination among hurman, physical and financial resources.
The organisation structure of a firm is shown in an organisation chart. The span of managemeant gives shape tothe organisational
structure. Span of management refers to the number of subordingtes thaot can be effectively managed by o superior. This
determines the levels of management in the organisation structure,

The need for an adeguate organisation structure is felt when an enterprise grows in size or complexity because coordination
then, becomes difficult due to new functions or increase in number of products.

Functional Structure

Functional structure is an organisational structure formed by grouping of jobs of similar nature according to functions and
organising these major functions as separate departments. For exompde, a company manufaciuring garments may hawve
saparate departments for Production, Marketing, Finance, atc.

Functional structure is suitable for those enterprises which have only one category of products to offer. When the size of the
organisation is large, it has drersified activities and operations require a high degree of spedalisation, functional structure is suitable.
advantages: (i} # leads to cocupational specialisation since emphasis is placed on spedific functions. (B) It promotes control
and cocrdimation within a department because of similarity in the tasks being performed. (ili) it increases managerial and
cperational efficiency resulting in increased profit. (W) it lowers cost as it reduces duphication of effort. (v) It makes training of
employees gasier as it foouses on a limited range of skills. (i) it ensures that different functions get due attention.
Disadvantages: (i) Creation of functional empires where less emphasis is placed on overall objectives of the enterprise and
more on the chjectives pursued by a functional head. (i) Inter-departmental conflicts may arise when the interests of two or
more departments are not compatible. (i} Problems in coordination as information has to be exchanged across functhonally
differentiated departments. (] Inflexbility —as people with the same skills and knowledge may develop a narrow perspactive.
Diwvisional Structure

Civisional structure is an organisation structure comprising of separate business units or divisions created on a certain basis
e g. on the basis of different products produced, etc. For example, a large company may have two divisions, say Footwear and
Garments. Each division is multi-functional because within each division functions ke production, marketing, finance, efc. are
performed together to achieve a common goal. Each division wiorks as a profit center where the divisional head is responsible
fior the profit or loss of his division.

Civisional structure is suitable for those business enterprises where a large variety of products are manufactured using different
productive resources. When an organisation grows and needs to add more employees, crezte more departments and introduce
new levels of management, it will decide to adopt a divisional structure.

advantages: (i) Product Specialisation helps in the development of varied skills in a divisional head and this prepares him for higher
positions. (i) Divisional heads are accountable for profits, as revenuss and costs related to different departments can be easily
identified and assigned to them. (#i) 1t promotes flexbility and initative because each division functions as an autonomous unitt
wihich leads to faster decision making. (W) It faclitates expansion and growth as new divisions can be added without interrupting
existing operations by merely adding another divisional head and staff for the new product ine. Uimitations: (i) Conflict may arise
among different divisions with reference to allocation of funds. (i) it may lead to increase in costs since there may be duplcation
of activities acrass products. (ii) Divisional interests may supersede organisational interasts.
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Difference betweean Functional and Divisional Structure

1. Formation: Functhonal— Formaton is based on functions; Divisiona!— Formation is based on product lines and is supported by functions.

2. specialisation: Functional — Functional specialisation; Divisional — Product specialisation

3. Cost: FuncBona! — Functions are not dupficated, economical; Déisional — Duplication of resources in vanous deparments, costhy

4, Coordination: Functional — Difficult for 3 mult-product company Divisional — Easy; because all functons related to a
particular preduct are integrated in one division

5. Responsibility: Functional — Difficult to fix responsibility on a particular department Divisional — Easy to fix responsibility

6. Managerial development: Funciional — Difficult; as each functional manager has to report to the top management;
Divisional — Easier; autonomy as well as chance to perform multiple funchions help in managerial development.

- Objective Type Questions 5.2 ~

1. Span of management refers to - {Choose the correct alternative)
ja] Mumber of managers b} Lensth of term for which a manager is appointed
ic)] Mumber of subordinates under a superior {d} Mumber of members in top management

2. atall structure has a . {choose the corredt alfernative)
lal Marrow span of management (b} wide span of management
ic) Mo span of managemenit {d] Less levels of management

3. Grouping of activities on the basis of product lines is a part of . {Choose the correct alternative)
la) Delegated organisation b} Divisional organisation
ic) Functional organisation {d} Autonomous organisation

4. Grouping of activities on the basis of functions is a part of .
ja] Decentralised organisation (b} Divisional organisation
ic) Functional organisation {d} Centralized organisation

{choose the corredt alfernative)

5. which type of organisational structure is suitable for a large scale organisation having diversified activities requiring high
degree of specialisation in operations? (CBSE 2013)
&. Mame the type of ‘organisational structure” which promotes efficiency in utiisation of manpower.

7. refers to the number of subordinates that can be effectively managed by a superior.
{Fill up the blank with correct answer)

8. The type of organisation structure adopted by an enterprise will vary with . [Fill wp the blank with correct answer)

9, is an organisational design that groups similar or related jobs together. (Functional structure/Divisional
structura)

1. promictes efficiency in utilisation of manpower as employess perform similar tasks within a department and
are able to improve performance. (Functional structure Divisional structure) {Fill up the blank with correct option)

11. promotes contrel and coordination within a department because of similarity in the tasks being performed.
(Functional structure/Divisional structure] (Fili up the bignk with correct option)

12 rmizakes training of employess sasier as the focus is on a limited range of skills. (Functional structure/Divisional
structura) (Fili up the bionk with correct option)

13. The sales department insist on a customer friendly design which causes difficulties in production. Such dissension can prove
to be harmful in terms of fulfillment of crganisational interest. Such a conflict of interests arise in c@se of
being adopted by the organisation. (Functional structure/ Divisional structure) {Fill up the blank with correct opion)
14. may lead to inflexibility as people with same skills and knowledge bazse may develop a narrow perspective
and thus, have difficulty in appreciating the others point of view. (Functional structure/Divisional structure].
(Fili up the bionk with correct option)
15, iz most suitable when the size of the organisation is large, has a diversified acthities and operations require a
high degree of specalisation.|Funchicnal structure,/Divisional structure). {Fill up the blank with correct opion)
16. Many large organisation which have diversified into varied product categories have recrganised themssabves towarnds
to cope with the emerging complaxty. [Functional structure,/Divisional structure)
(Fili up the bionk with correct option)
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17.

21

23.

M

LCase Studies

Ans. (a) Divisional structure; since the company is diversifying into manufacture of new range of electronic toys, it

2. Neha runs a factory wherein she manufactures shoes. The business has been doing well and she intends

Ans. Divisional structure; since Meha intends to expand by diversifying into leather bags as well as westemn formal

3. A tuck manufacturing company has its registered office in Delhi, manufacturing unit at Gurgaon and

Ans. Thecompanyshould adopt Functional Strocture’ since it manufa crures trucks only (a single product). The company

Under a manager gains experience in all functions related to a particular product. (Functional Itr'l.l:tl.l'-EJ"-h\'

Divisional structure) {(Fili up the bignk with correct option)
promotes flaxibilty and initiative because each business unit functions as an autcnomous unit which

lzads to faster decision-making. [Functional structure,/Divisional strocture). (Filf up the blank with correct option)

may lead to increase in costs since there may be a duplication of activities across products. (Functional
structure/Divisional structure) {(Fili up the bignk with correct option)

iz suitable for those business enterprises, where a large variaty of products are manufactured using differant
productive resources. {Fill wp the blank with correct answer)

when an organisation grows and needs to add more employees, create more departments and introduce new levels of
management, it will decide to adopt a . {Fill wp the blank with correct answer)

Match the following

(i} It is difficult to fix responsibility on a particular department. {2} Functional structure

(i} It is costhy because of duplication of resource in varicus departments. (k] Dnisional structure

(i} Coordination is easy because all functions related to a parficular product are integrated
in cne department.

() Manageral development is difficult as each manager has to report to the top managament.

The need for an adequate organisaticn structure is felt by an enterprise in when (i) because (i)

iy

w, Analysing, Evaluating & Creating Type Questions

1. A company, which manufactures a popular brand of toys, has been enjoying good market reputation.
It has separate departments for Production, Marketing, Finance, Human Resources and Research and
Development.

Latety to use its brand name and also to cash on to new business opportunities it is thinldng to diversify

into manufacture of new range of electronic toys for which a new market is emerging.

{a) ldentify the type of the organisational structure the company should adopt with diversification. Give
reasons in support of your answer.

{b) State any four benefits the company will derive from the organisational structure identified in
part (a). (5 marks)

needs to add more employees, create more departments and introduce new levels of management.
ia) The business will pet the following benefits by adopting the divisional strucoure: (Explain any four)

to expand by diversifying into leather bags as well as western formal wear thereby malking her company a
complete provider of corporate wear. This will enable her to marlet her business unit as the one stop for
workdng women. Which type of structure would you recommend for her expanded organisation and why?
State any four benefits the company will derive from the organisational structure. (5 marks)

wear, she needs to add more employees, aeate more departments and introduce new levels of management.

The business will get the following benefits by adopting the divisional structure: (Explain any four)

marketing department is located at Faridabad. Which type of organisadonal structure should it adopt to
achieve its target Give reasons. State any four advantages of this organisation struocture. (6 marks)

has separate departments like manufacturing unit (Gurgaon), marketing and sales department (Faridabad), etc.
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Amns.

Ans,

Ans,

Amns.

Amns.

Ans,

That means, the size of the organisation is large, it has diversified activities and operations require a high degree
of specialisation. 5o, it should adopt functional strucrure.

By adopting functional structure, the company gets the following advantages: {Explain any four)
Kiran Industries is a company manuofacturing office furniture. The company chose to diversify its
operations to ilmprove its growth potential and increase market share. As the project was important many
alternatives were generated for the purpose and were thoroughly discussed amongst the members of the
organisation. After evaluating the various alternatives Sulchvinder, the Managing Director of the company
decided that they should add *Home Interiors and Furnishings’ as a new line of business activity.

{a}) MName the framework, which the diversified organisation should adopt, to enable it to cope with the

emerging complexity? Give one reason in support of your answer

(b} S5tate amy two limitations of this framework (CBSE S5QP 201&) (4 marks)
(1) Divisional Structure (give any one advanag)
(b Limitations of the Divisional Strocture: (give any now i misarions)

. Aradhana and Gandharv are heads of two different departments in “Yumoo Ltd." They are efficient

managers and are able to motivate the employees of their respective departments to improve performance.
However, their drive to excel in their own sphere of activity instead of giving emphasis on objectives
of the enterprise has hindered the interaction between the departments that Aradhana and Gandharv
are heading. Often there are inter-departmental conflicts and they have become incompatible. This has
proved to be harmful in the falfilment of the organisational objectives. The situation has deteriorated
to such an extent that the CEO of “Yumco Ltd" has hired a consultant, Rashmi, to resolve the problem.
After studying the situation closely, Rashmi found that the problem has arisen duoe to inflexibility and a
narrow perspective on the part of both Aradhana and Gandharv. She is of the view that this situation is a
result of the type of organisational strocture “Yomcoe Ltd.' has adopted.

From the above information, identify the organisational structure adopted by “Yomco Ltd.” and state any

three advantages of the structure so identified. (CBSE 2018) (4 marls)
Functional Strocrure is the organisational stucture adopred by “Yumeoo Led.’.
Advantages of Functional Structure: {Srane amy three)

‘Himalaya Ltd.", is engaged in manufacturing of washing machines. The target of the organisation is to
manufacture 500 washing machines in a day There is an occupational specialisation in the organisation which
promotes efficiency of employees. There is no duplication of efforts in such type of organization structure
Identify the type of organisation strocture described above. (CBSE 2015%) (1 marl)
Functional structure

A company has been registered nnder the Companies Act with an authorised share capital of ¥ 20,000 crore.
Its registered office is situated in Delhi and manufacturing unit in a badoward district of Rajasthan. s
marketing department is sitnated in Bhopal. The company is manufacturing Fast Moving Consumer Goods
(FMCG). Which type of organisational structure would suit the requirements of the company? (1 marl)

Diiwisional Structure

. An electronic company manufacturing TV and Refrigerators wants to bring two new produocts Washing

Machines and ACs in the market. For each product separate division is to be set up. The in-charge of
washing machine division and AC division will be a female and a disabled person respectively.

What type of organisational structure is suitable for this company? (1 marl)
Divisional structure

Identify and explain the type of organisation structure that should be followed by the company in each case
(i} Vrinda Ltd grows, so it needs to add more employees, create new departments and introduce new

levels of management.
{if) Shreya Ltd. is a large organisation having diversified activities and operations requires a high degree
of specialisation. (3 marks)

(i) Divisional stnacure (ii) Functional structure
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10. A company has its registered office in Delhi, manofacturing wnit at Gurgaon and marketing and sales
department at Faridabad. The company manufactures the Fast Moving Consumer Goods(FMOG). Which
type of organisational structure should it adopt to achieve its targed Whyt

Ans. Divisional structure ; since the company manufacrures many consumer products, it is 2 muolt-produa company.
The company will have separate business units or divisions for each product. Each unit will have a divisional
manager responsible for performance of his division.

11. Ravi runs a locks manufacturing factory. He manufactures locks used in hounses. He wants to expand his
business. For this, he wants to eater into the manufacturing of locks for cars and motorcycles.

Which type of organisational structure will he choose for his factory and why? {1 marl)

Ans. Functional structure
12. A company is manufacturing Televisions, Refrigerators, Airconditioners, Washing machines and Gas
stoves using different productive resources and is at the threshold of growth, requiring more em plooyees.

Sugpest a suitable organisational structure for this company giving reason in support of your answer.
Diraw a diagram depicting the struocoure. State any three disadvantages of this form of organisational

stractare. (6 marls)
Amns. Functional structure
13. A Steel Manu facturing Company has the following main jobs (i) Manofacturing, (i) Finance, (iif) Marketing,
{iv) Personnel and, (v) Research and development.
{a) Which type of organisational structure will youn choose for this type of a company and why?
b} State any five advantages that this soucture offers to an organisation. (6 marks)
Ans. (a) Functional structure; because the company has diversified activities and operations require a high degree of
specialisation.
ib) Advantages of functional structure {eamy five)

Formal and Informal Organisation

Formal Organisation

In all crganisations, employess are guided by rules and procedures. To enable smooth functioning of the
enterprise, job description and rules and procedures related to work processes have to be laid down. This is done
through the formal crganisarion.

Formal eorganisation refers to the organisation structure which is designed by the management to
accomplish a particular task. It specifics deary the boundaries of authority and responsibility and there is
a systematic coordination among the various activitics to achicve organisational goals.

0 Top Tip A

I'h The structure in & formal organisation can be functional or divisional.

DeFInITIONS OF FoRMAL ORGANISATION

% Theformal crganisation is a system of well-defined jobs, each bearing a definite measure of authority,
responsibility and accountability” —Louis Allen

# Formal orfanisation is a system of consciously coordinated activities of two or more persons toward a
commeon objective.” —Chester Barnard
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Features of Formal Organisation

L. Itis deliberarely designed by the top management to facilitate the smooth functioning of the organisation.

2. Itis a means to achieve the objectives specified in the plans, as it lays down rules and procedures essential
for their achievement.

3. It specifies the relationships among various job positions and the namure of their interrelationship. This
clarifies who has to report to whom.

4. Efforts of various deparrments are coondinated, intedinked and integrated thmough the formal organisation.

5. It places more emphasis on work to be performed than interpersonal relationships among the employees.

Informal Organisation

When people have frequent contacts they cannot be forced into a rigid formal structure, Rather, based on their
interaction and friendship they tend to form groups which show conformity in terms of interest.

Interaction among people at work gives risc to a ‘network of social relationships among employees’ called
the informal organisation.

Examples of informal organisation or groups formed with common interest may be those who take part in
cricket matches on Sundays, meet in the cafeteria for coffes, are interested in dramarics etc.

DeFinITIONS OF INFORMAL ORGANISATION

= rhfmmlnrﬂanhﬁmhamtmkﬂp&mﬂmﬂﬂﬂrdaﬁnsnﬂﬂabﬁsﬁeﬂmmmﬂieﬂhg the

formal orfanisation but arising spontanecusly as people associate with one another” —Kaith Davis
# "MAninformal orfanisation is an agfregate of interpersonal relationships without any conscious purpose
but which may contribute to joint results” —Chester Barnard

Features of Informal Organisation

l. It emerges spontancously and is not deliberately
created by the management.

2. An informal organisation originates from within the l
formal organisarion as a result of social or personal |
interaction among employees. i

3. The standards of behaviour evolve from group norms
rather than officially laid down mles and regulations.

There is no set behaviour pattern.

4. Independent channels of communicarion without cation: E - Ly
specified  direction of flow of informaton are EEI:IMF:EEH . mﬂ when Pmﬁzjf:t:rtt
developed by group members. Informal organisation e  defined
does not have fized lines of communicarion. bc:.m:-ud o c-fEcmll} 2oL

5. It has no definite structure or form because it is a c-::mpln: network  of social r-.-latlc-ush.{ps among
members. It has no written rules, and is fluid in form and scope.

Difference between Formal and Informal Organisation

e

| Basis Formal Organisation Informal Organisation
1. | Meaning Structure of aurhority relationships  Metwork of social relationships arising our of
created by the management. interaction among employees.
2. | Origin Arises as a result of company rules  Arises as a result of social interaction.
‘and policies. |
3. | Authority Arses by wirtue of position in Arises out of personal qualities.
Mmanagement.
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4. | Behaviour It is direcred by rules. There is no set behaviour patrern.
5 | Flow of Communication Communication takes place Flow of communication & not through a
through the sclar dhain. planned route. It can take place in any direction.
6. | Nature Rigid Flexible
7. | Leadership Managers are leaders. Leaders may or may not be managers. They
are chosen by the group.

Formal Organisation: Advantages and Limitations

ADVANTAGES LIMITATIONS

1. Fixation of responsibilitys It is easier to fix responsibility
since mutual relationships are cleady defined.

1. Procedural delays: The formal communication may
lzad to procedural delays as the established chain of
command has to be followed which increases the
time taken for decision making,

2. Clarity of roless There is no ambiguity in the role thar
each member has to play as duties are specified. This also
helps in avoiding duplication of effort.

3. Unity of command: Unity of command is maintained
through an established chain of command.

4. Fffective accomplishment of goals: It leads to effecive
accomplishment of goals by providing a framewords for

the operations to be performed and ensuring that each
employes knows the role he has w play.

5. Stability to the organisatioms It provides smability to the
organisation. This is because behaviour of employes cn be
fairly predicted since there are spedfic rules t puide them.

Informal Organisation: Advantages and Disadvantages
ADVANTAGES

2. Inadequate recognition of creativity: Poor orpanisation
practices may not provide adequate recognition to
creative talent, since it does not allow any deviations
from rigidly laid down polices.

3. Limited in scopes It is difficult to understand all
human relationships in an enterprise as it places
more emphasis on stracture and work.

DISADVANTAGES

1. Speed: Presaribed lines of communication are not fallowed.
Thus, the informal organisation leads to faster spread of
information as well as quick feedbade.

1. DMsruptive forces When an informal organisation
spreads rumours, it becomes a destructive force and

goes against the interest of the formal organisation.

2. Fulfillment of social needs: It helps to fulfill the social
neads of the members and allows them to find like mindad
people. This enhances their job satisfaction since it gives
them a sense of belongingness in the organisation.

3. Fills inadequacies of formal structures It contributes
towards fulfillment of organisational ohjectives by
compensating for inadequades in the formal organisation.
For example, employees reactions towards plans and policies
can_be tested through the informal nerwork.

2. Resistance to change: The management may not be
successful in implementing changes if the informal
organisation opposes them. Such resistance to change
may delay or restrict prowth.

3. Priority to group interests: It presurises members
to conform to group expectations. This can be
harmful to the organisation if the norms set by the

group are against organisational interests.

0 Top Tip

Informal crganisation cannot be altogether eliminated,

it wiould be in the bast interest of the organisation if the existence of such groups is recognised and the roles that their

members play are identified.

= The knowledge of such groups can be used to gather their support and conseguently lead to improved organisational

performance.

= Such groups can also provide useful communication channels.
Thus, instead of confronting them, the management should skillfully take advantage of both the formal and informal

. organisation so that work continues smoothly.
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e )
:rmal Organisation _]

Formal organisation refars to the organisation structure which is deliberately created by the managemeant to accomplish a

particular task. The structure in a formal arganisation can be functional or divisional.

Features: (i} It is deliberately designed by the top management to facilitate smooth functioning of the organisation. (0) it

specifies the relationships among various job positions. This clarifies who has to report to whom. (i) It places more emiphasis

an work rather than interpersonal relationships. {iv) It is 3 means to achieve the objectives as it lays down rules and procedures

for their achievement. (v) It coordinates the efforts of various departments.

Advantages: [i] It is easier to fix responsibility since mutual relationships are clearly defined. (i} It

since there is mo ambigutty in the role that each member has to play. (§i) It maintains wnity of command through an established

chain of cormmand. {iv] It leads to accomplishment of goals by providing 2 framewaork for the operations to be performed. |(v) it

provides stability to the organisation because there are specific rules to guide behaviour of employees.

Limitations: (i} Procedural delays—delay in decision-making because communication flows through scalar chain. (i) Fails to

recognise creative talent of employees since it does not allow any deviations from rigidly laid down policies. (i) Non-fulfilmenit

of sodial needs of employess because it places more emphasis on structure and work.

Informal Organisation

Informal organisation is a network of personal and social relations within the formal organisation arising spontanecushy as

people associate with one anocther. e.g., managers and subordinates taking part in cricket matches,

Features: (i} It originates from within the formal organisation as a result of personal interaction among employees. (i) it

emerges spontanecushy and is not deliberately created by the management. (i) The standards of behaviour evolve from group

morms. (iv) Independent channels of communication are developed by group members. (v] It has no definite structure or form

because it is a complex network of secial relationships among members.

Advantages: (i) It leads to faster spread of information as well a quick feedback since fixed lines of communication are mot

followsed. (B) 1it_fulfills the social needs of the members. This enhances their job satisfaction since it gives them a sense of

belongingness in the organisation. (i) It contributes towards fulfillment of creanisational objectives by compensating for

inadequacies in the formal organisation. For example, employees’ reactions towards plans and poficies can be tested.

Limitations: [i) It may spread rumours which may work against the interest of the formal organization. (i) it may lead to

resistance to change which may delay or restrict growth. (i) It pressurizes members to conform to group morms which may be

against organisational interest.

Difference between Formal and Informal Organisation

1. Meaning: Formal — Structure of authority relationships created by the management ; informaol— Network of socizl relationships ansing
ot of interaction amon g employess

2. Orign: Fovmiol— Arises as a result of compary rules and policies ; informa!— Arises a5 a result of sooal interachion

3. Authority: Formal— Arises by virtue of position in management ; infommal —Arises out of personal qualities

4. Behaviour: formal — It is directad by rules ; informal — There B no set behaviowr pattern

5. Leadarship: Fformal — Managers are leaders ; Informal — Leaders may or miay not b= managers. They are chosen by the group.

6. Flow of communication: Fformal — Communication t=kes place through the scalar chain. ; informal — Flow of communication is not
through a planned route. it can tzke place in any direction.

7. Mature: Formal — Rigid ; informal — Flaxible I

-~ Objective Type Questions 5.3 =~

1. & network of social relationships that arise spontaneoushy due to interaction at waork is called:
{Choose the correct alternative)

(a) Formal organisation (b} informal organisation
ic) Decentralisation (d] Delegation
2. The form of organisation known for giving rise to rumours is called {Choose the correct alternative)
(a) Centralized organisation [b] Decentralized organisation
i) Informal organisation [d} Formal organisation

3. In all crganisations, employees are guided by rules and procedures. To enable smooth functoning of the enterprises,
job description and rules and procedures related to work processes have to be laid down. This is done through the
. [Formal crganisation/informal organisation) {(Fill up the biank with correct option)
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-
4. maatch the following : N
(i} It places more emphasis on work to be performed than inter personal relationships | (a] Formal organisation.
among the employees.
{ii} It has no definite structure or form. {b) nformal organisation.
(i} The standards of behaviour evolve from group norms.
(W) It is 2 means to achieve the objectives specified in the plans.
5. Formal organisation provides stability to the organization because . (Compiete the sentence).
6. The formal communication may lead to procedural delays as - (Compiete the sentence).
7. In a formal crganisation, poor organisation practices may not provide adequate recognition to oreative talent, since
. {Complete the sentence)
8. it is difficult to understand all human relationships in a formal organisation as - [Complete the sentence)
5. Match the following
(i} a&rises as a result of social interacton. {a] Formal organisation
(i} Flexible nature b} Informal organisation
(i} Behawviour is directad by rules.
(v} sutherity arises by virtue of position in management.
10, Informal organisation has no definite structure or form bacauss ) (Complete the sentence)
11. which of the following does not follow the scalar chain? {Choose the correct alfernative)
jal Functional structure (b} Divisional structure
ic) Formal organisation {d} Informal organisation
12. Which of the following is not the correct characteristic of formal organisation: {Choose the correct alternative)
ja] it clarifies the official lines of communication
i) Hs purpose is to achieve crganisational objective
ic] M coordinates and integrates the efforts of various departments
id} Mt i formed by the indniduals to get social and psychological satisfaction
13, mMame the type of organisation in which job description and nules and procedures related to work processes are laid dowmn
nhm' Mame the type of organisation which is fluid in form and scope and does not have fixed lines of communication. y

kCase Studies

Ans. (i) Formal organisation (give meaning)

=, Analysing, Evaluating & Creating Type Questions

1. “Shan Spices Ltd. are the manufacturer of different food specific spices lilke Rajma Masala, Cholley Masala,
Aaloo Parantha Masala etc. Mr. Raghav, the owner of the company has created different departments
for purchase, production, marketing, finance and human resource. There are thirty employees working
in the organisation. Planning is of paramount importance to the company as Mr. Raghav believes that
effective planning leads to achievement of organisational objectives. 50 In order to make employees focus
on objectives, he issued instructions that during working hours only official matters will be discussed. He
made certain rules and code of conduct for the employees to follow, according to which employees are not
allowed to visit and tall to the employees of other departments except for official worle. He emphasised
on work performance which resalted in smooth functoning of the organisation.

(i) ldentify and state the type of organisation mentioned in the above para.

{il) State one feature of the concept identified in part (1) as mentioned in the above para

{1ii) What was the purpose behind the formulation of rules for the employees that restricted their personal
communication with the employees of other departments? (CBSE SQP 2017) (3 marks)

iii} Focus on objective and work performance
(i) Avoidance of the emergence of informal organisation which may obaruct the fulfilment of organisational ppals.
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Ans.

Ans

Ans.

ANM.Lud. set-up its electric appliances manufacturing factory in a backward area of Himachal Pradesh
where subsidies are provided by the government and labour is available at cheaper rates.

ANVM Ltd. was able to produce its products at low cost thereby generating enough profits in the first
year itself. It was becaunse of the fact that the limits of authority and responsibility of the employees were
clearly defined and the activites of various departments were coordinated and integrated. The Production
Manager of the company also came to know about the availability of raw material at cheaper rates from
a vendor. For this he wrote a letter to the Managing Director of the company for getting sanction. Bat
becanse of procedural delays in getting this sanction and procuring funds from the Finance Manger, the
order could not be placed.

{a) Identify the type of organization that led to procedural delays and becanse of which the company

could not get the advantage of procuring raw material at cheaper rates
b} State any three of the type of organization identified in (a) above other than those discussed in the

above case. (CBSE 2018) (4 marls)
{a) Formal arganisation
ik Advantage of formal organimtion: {arty mow)

(i) It helps to maintain unity of command through an established chain of command.
(i) Irleads to effective accomplishment of goals by ensuring thar each employee knows the role he has w play
(iii} It provides stability to the orpanization as behavior of employees can be faidy predicred.
Stealo Ltd." decided to set-up its steel manufacturing factory in the backward area of Odisha where very
less job opportunities were available. People of that area welcomed this effort of “Steelo Led.” To attract
people to work in its factory it also decided to provide many other facilities like school, hospital, market
etc. in the factory premises.
‘Steelo Ltd.' started earning huge profits. Another competing company asked its prodoction manager
fislam’ to investigate the reasons of earning huge profits by Steelo Lud.’
Aslam found that in both the companies there was systematic co-ordination among the various activities
to achieve organisational goals. Every employee knew who was responsible and accountable to whom.
The only difference was that in his organisation communication took place only throough the scalar chain
were a5 “Steelo Led.” was allowing flow of communication in all the directions as per the requirement
which lead to faster spread of information as well as quick feedback.
{a) Identify and state the type of organisation which permits ‘Steelo Lid." the flow of communication in
all the directions.
(b} State another advantage of the type of organisation identified in (a) above. (CBSE 2016) (3 marks)
{a) Informal organisation (give che meaning)
ib) It helps to fulfill the social needs of the members. This enhances their job stisfaction since it pives them a
sanse of belongingness in the organisation.
Progress Lud. is facing difficulties in introduction of machinery of latest technology as they are facing
resistance from the informal growps who are pressurizing the members to work against organisational
interests. As the Human Resownrces manager of the company would yon advise the management of the
company to confront them or give them some other suggestion to deal with the informal groups.
(CBSE S0P 2018) (3 marls)
fa) It would be in the best interest of the organization if the existence of such groups is recognised and the
roles thar their members play are identified.
ikl The knowledze of such groups can be used to pather their support and consequently lead to improved
organistional performance. Such groups can also provide useful communication channels.
ic) Instead of confronting them, the management should take skillfully take advantage of both formal and
informal erganisation so that work continues smoothly.
Radhika is the General Manager of Govinda Ltd. Radhilka is facing lot of problems on the issues relating
to some sales policies. The organisation has an alm to increase sales by 20% and return on investment
by 10%. Instead of talking to the Sales Department she directly consulted her boss Lalita about the
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problem. She talleed to her freely and did not follow strice rules and regulations relating to formal line of

communication.

Identify the type of organisation. (1 mark)
Ans. Informal organisation

6. ABC Ltd. is manufacouring shoes, Their business has been doing well as their organisation specifies
how much work should a worker do and in what manner. It follows a rigid structure which has been
deliberately planned and created by top management for the coordination of activities. But inspite of all
thess, there are procedural delays, Identify the type of arganisation. (1 mark)

Ans. Formal organisation

7. A company manufacturing sewing machines set up in 1945 by the British promoters follows formal
organisation culture in totality. It is facing lot of problems in delays in decision-making. As the result it
is not able to adapt o changing business environment. The worl force is alse not motivated since they
cannot vent their grievances except through formal channels, which involve red tape. Employee turnover
is high. Its market share is also declining due to changed circumstances and business environment.

You are to advise the company with regard to change it should bring about in its organisation structare to
overcome the problems faced by it Give three reasons in terms of benefits it will derive from the changes

suggested by you. (4 marlcs)
Ans. (i) Introducion of informal organisation.
i) (Explain three advantages of informal organisation.)

Delegation and Decentralisation

Concept of Delegation
Delegation refers to the transfer of authority from a superior to a subordinate, the entrustment of
responsibility and the creation of accountability for performance, which helps a manager to extend his
arca of operations as without it, his activitics would be restricted to only what he himself can do.
#  Delegation is a pre-requisite to the efficient functioning of an organisation because it enables a manager
to use his time on high priority activities.
# It also satisfies the subordinates’ need for recognition and provides them with opportunities to develop

and eercise initiative.

No delegation leads to delay in decision-making
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DEFINITIONS OF DELEGATION

%+ Delegation of anthority merely means the granting of authority to subordinates to operate within
prescribed limits” —Theo Haimman

< "Ddeﬂaﬁmhi]mpfmammﬂﬂfuﬂmmﬂjﬁﬂjng the worlk assigned to him so that he performs
that part which cnly he becanse of his unique organisational placement, can perform effectively and so
that he can get others to help with what remains —Louis Allen

Elements of Delegation

1. Authority

Authority refers to the right of an individual te
command his subordinates and to take action within
the scope of his position.

# The concept of authority arises from the
established scalar chain which links the various
job positions and levels of an organisation. In
the formal organisation autherity originates by
virtue of an individual’s pesition and the extent
of authority is highest at the top management
levels and reduces successively as we go down
the corporate ladder. Thus, autharity flows from
top to botram, i.e, the superior has aurhority over
the subordinate.

# Authority relationships helps to maintain order in the organisation by giving the managers the right to
exact obedience and give directions to the woddorce under them.

# Authority determines the superior subordinate relationship wherein the superior communicates his
decision to the subordinate, expecting compliance from him and the subordinate executes the decision as
per the guidelines of the superior.

2. Responsibility

Responsibility is the obligation of a subordinate to properly perform the assigned duty.
# It arises from a superior-subordinate relationship because the subordinate is bound to perform the dury
assigned to him by his superior.
# Responsibility flows upwards ic., a subordinate will always be responsible to his superior.

3. Accountability
Accountability implics being answerable for the final outcome of the assigned tasle.
# Once responsibility for performance of an assigned task is accepred, one cannot deny accountabilicy.
Thus, accountability arises from responsibiliry.
- Accc-u.utahﬂit}r Horers IJ.P'H'EIC'.E iz, a subordinate will be accountable to a superior for satisl:actc-r].r
performance of wods. The subordinate will be expected to explain the consequences of his actions or

omissions.

o Top Tip

While authaority is delegated, responsibility is assumed, accountability is imposed. Responsibility is derived from authority

| and accountability is derived from responsibility. |
L A
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Elements of Dielegation — A comparison

| Basis Authority | Responsibility Accountability
1. | Meaning Right to command Obligation to  perform  an | Answenbility for outcome of
asipned task. the amigned task.
2. | Origin Arisas from formal position Arises from delegared authority. | Arises from responsibility.
3. | Flow Flows downward from superior | Flows upward from subordinate | Flows upward from subordinare
to subordinate. to superior. to superior
4. | Delegation | Can be delepared Cannot be entirely delegated. | Cannot be delegated ar all.

Principles of Delegation

1. For cffective delegation, the authority granted must be commensurate with the assigned
responsibility. (Principle of "authority and responsibility’): An important consideration to be kept in
view with respect to both authority and responsibility is that when an employee is given responsibilicy
for a job, he must also be given the degree of anthority necesary to carry it out. For effective delegation,
the authority granted must be commensurate with the assigned responsibilitg. Thus, if authority granted
is more than responsibility, it may lead to misuse of authority, and if responsibility assigned is more than
authority it may make a person ineffective.

2. The authority granted to a subordinate can be taken back and redelcgated to another person: If the
subordinate fails to perform the assigned task, the anthority granted to him/her can be taken back and
redelegated to another person.

3. Delegation does not mean abdication (Principle of "absoluteness of accountability’): Delegarion helps
a manager to extend his area of operations. However, delegation does not mean abdication. It means that
the manager shall still be accountable for the performance of the assigned tasks. Delegation of autherity,
undoubtedly empowers an employes to act for his superior but the superior would still be accountable
for the final outcome. Thus, irrespective of the extent c-fclrl:ga‘n:d auﬂlarit:f, the manager shall still be
accountable to the same extent as before delegaton. It indicates that the manager has o ensure the
proper discharge of duties by his subordinates. It is generally enforced through regular feedback on the
extent of work accomplished.

Example: Suppose the directors of a company manufacturing computers have asked their madeeting manager to
achieve a target sale of 100 computers per day. The marketing manager has delegated the task to a sales manager
working under him but the authority to give discount was not given by him. The sales manager could not
achieve the marget.

In this case, the marketing manager cannot blame the sales manager since he was not given the authority w give
discount.

However, the authority granted to the sales manager can be taken back and redelegated to another pemon.

The marketing manager shall still be accountable to the directors. The process of delegation does not relieve the
marketing manager of his own accountability. Accountability cannnot be delegated at all.

[mportance of Delegation
Dielegation ensures that the subordinates perform tasks on behalf of the manager thereby reducing his wodklcad
and pmvldlu.g him with more time to concentrate on important marters.
"Delegation is a key elernent in effective organising.”

Effective delegation leads to the following benefits:
1. Effective management

# By empowering the employess, the managers are able to function more efficiendy as they get more time

o concentrate on important matters.
#  Freedom from deing routine work provides them with opportunities to excel in new areas.
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2. Employee development
# As a result of delsgation, employess get more opportunities to utilise their talent. It allows them to
develop those skills which will enable them to perform complex tasks and assume those responsibilities
which will improve their career prospects.
# It makes them better leaders and decision makers. Thus, delegation helps by preparing better funire managers.
- Dd:gatic-u empowers the EDJ.PJ.G}'CE I:u}' pru::\-'idlug them with the chance to use their skills, gain experience
and develop themselves for higher positions.

3. Motivation of employees
7 Delegation helps in developing the talents of the employees. It also has psychological benefits. When a
superior entrusts a subordinate with a task, it is not merely the sharing of work but involves trust on the
superiors part and commitment on the part of the subordinate.
# BResponsibility for work builds the self-estcem of an employes and improves his confidence. He feels
encouraged and tries to improve his performance further.

4. Facilitation of growth
Dielegation helps in the expansion of an organisation by providing a ready woddforce to take up leading positions
in new ventures. Trained and experienced employess are able to play significant roles in the launch of new projects.
5. Basis of management hierarchy

> Dd:gatic-u -::-fau'l:hc-:lt}' establishes sUperior-s ubordinate rdatlc-ush.[ps, which are the basis c-fhlr_ra.rch:.r of

management. It is the degree and How of autherity which determines who has to report o whom.
# The extent of delegated authority also decides the power that each job position enjoys in the organisation.

6. Better coordination
# The elements of delegation, namdy authority responsibility and accountability help to define the powers,
duties and answerability related to the varicus positions in an organisation. This helps to avoid overlapping
of duties and duplication of eftort as it gives a dear picnure of the work being done at various levels.
# Such darity in reporting relationships help in developing and maintaining effective coordination amongst
the departments, levels and functions of management.

Concept of Decentralisation

In many organisations, the top management plays an active role in taking all decisions while there are others in
which this power is given to even the lower levels of management. Thoss arganisations in which decision making
authority lies with the top management are termed as ‘temrmalised orgawisazions’ whereas those in which such
authority is shared with lower levels are ‘decewmmalizd orpamisations|

Diecentralisation explains the manner in which decision making responsibilities are divided among hierarchical
levels. Put simply, decentralisation refers to delegation of autherity throughout all the levels of the organisation.
Diecentralisation refers to systematic delegation of authority through all the levels of management and in
all the departments except that which can be excrcised only at central points.

Diecision making authority is shared with lower levels and is consequently placed nearest to the points of action.
Iwe ather words, decision making authority is pushed down the chain of command.

When decisions taken I:u]r the lower levels are numerous as well as important an n::rga.u.imtl-::n can be r%a.rd:d as
greaty decentralised.

DEFINITIONS OF DECENTRALISATION

# "Decentralisation refers to systematic effort to delegate to the lowest level all authority except that
which can be exercised at central points” —Louis Allen

+ " Everything which foes to increase the importance of a subordinate's role is decentralisation,
evergthing that foes to reduce it is centralisation ™ —Henri Fayol
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Centralization and Decentralisation
» Complets centralisatics would imply concentration of all decisics making foncticas at the xpax of the managemeant heararchy.
Such 2 sceqario would chmiate the sesd for 2 management kisrarchy.
¥ O the other hand, complets dscsatralisation would smply the dalagation of 2l decision making fanctons to the lowes levsl
Both the scanzno: are uarealistic. An orpniszton can never be complstaly cantralized or decsntralised. As ot grows = size and
complexty , thers is 2 tesndeney to movs towards decentralised decision making, This is bacauss @ large cogamisations thoss
m;lﬂ.lg;umm.twlunh Iﬂ.ﬂ.j"ﬂﬂlfhb :ﬂﬂiruuﬂfmm:.bﬂ.mlh enclivadual n]:-u::hnﬂs Huﬂ.nu,t]:m iz 2 need for a balance hetweaen
Emmﬂnghm-“m,ﬁmhﬂﬁﬂmmﬂmwﬂh&m@ﬂhﬁhﬂ:hﬂmuﬂmﬁm

6 Top Tip A

Decentralisation is much more than a mere transfer of authority to the lower levels of management hierarchy It is a
philosophy that implies selective dispersal of authority because it propagates the belief that people are competent,
capable and resowrceful. They can assume the responsibility for the effective implementation of their decisions Thus
this philosophy recognises the decision maker's need for autonormg. The management, however, needs to carefully select
those decisions which will be pushed down to lower levels and those that will be retained for higher levels. in other words,
decentralisation should be applied with caution as it can lead to organisational disintegration if the departments start to
operate on their own guidelines which may be contrary to the interest of the organisation. Decentralisation must always
|, be balanced with centralisation in areas of major policy decisions.

Difference between Delegation and Decentralisation

Basis | Delegation | Decentralisation
1. Matuare Duelegation is a compulsory act because | Decentralistion is an optional policy dedsion. It
no individual can perform all tasks on | is done at the discretion of the top management.
his oam.
2.  Freedom of action | More control by superiors hence less| Less control over ewecutives hence preaver
freedom to take own decisions. freedom of action.
3.  Statuos It is a process followed to share tasks. | It is the result of the policy decision of the top
manigement.
4. Scope It has narrow scope as it is limited to | It has wide scope as it implies extension of
superior and his immediate subordinate. | delegation to the lowest level of management.
5. Tarpose To lessen the burden of the manager. | To increase the role of the subordinates in the
organisation by giving them more autonomy:

[mportance of Decentralisation

1. Relief to top management

# Decentralisation diminishes the amount of direct supervision exercised by a superior over the activities of
a subordinate becanse they are given the freedom to act and decide within the prescribed limits. Personal
supervision is gr_ur_mll:.r rcplac:d I::].r other forms of control such as return on imvestment etc.

# Decentralisation also leaves the top management with more time which they can devote to impormant
policy decisions rather than occupying their time with both policy as well as operational decisions.
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2. Develops initiative among subordinates
Drecentralisation helps to promote self-reliance and confidence amongst the subordinates. This is because when
lower managerial levels are given freedom to take their own decisions they learn to depend on their own judgment.
# It also keeps them in a state wherein they are constantly challenged and have to develop solutions for the
various problems they encounter.
# A decentralisation pn::].[q.r J:Lrlps to H:ntiﬂ' those executives who have the NeCessary Pc-t:ut[al to become
dynamic leaders.

3. Develops managerial talent for the future
# Decentralisation gives subordinates a chance to prove their abilities and creates a reservoir of qualified
manpower who can be considered to fill up more challenging positions through promoticns.
# It also helps to identify those who may not be successful in assuming greater responsibilicy.
Thus, decentralisation is a means -::fma.uagr_mr_ut education as well as an opportunity for trained Mmanpower o
use its talent in real life sitnations.
4. Quick decision making
# In a decentralised ocrganisation, since decisions xﬂ_ﬁ
are taken at levels which are nearest w the r&tﬁ%
points of action and there is no requirement for
appmwl from many levels, the d:dsic-u—makiug In centralned organsation because every decision i taken
cess is much faster. by the top management the fow of wformation is slow as &
pra . . has to traverss ooy levels. Response also takes tme. This
# There are also le= chances of information 3 the speed of decisa Vi and makes & difficu
gerting distorted because it dosn't have w go for an sateprise to adapt to dyamic oparating conditions.
through long channels.

5. Facilitates growth

# Decentralisation awards greater autonomy to the lower levels of management as well as divisional or
departmental heads. This allows them to funcrion in a manner best suited to their department and fosters

a sense of competition amongst the departments.
# Consequently, with cach department deing its best in a bid to cutdo the other, the productivity levels

increase and the organisation is able to generate

mare refirns W]:LEC':I. can |:lE LlSl.'.CI. EJI =1 sion s
‘ ?:—‘Efut
purposss. ™, S
: ] ‘...r" —y

6. Better control

# Decentralisation makes it possible o evaluate Iﬂﬂmnﬂﬂiﬁnhinn,mufﬂmchﬂ_lmwislhnmunﬂﬂy
p:rE::ma.uc:at:achl:ml mdﬁ:dcmum of performance. In responss to this challenge, better contral

o Je s . are being evolved such as the batanes scare card and
be individually held accountable for their resules, | %% 262 beias evels S

# Peedback from all levels hdf'stc'mal.ﬁ: the management to innovative pecformance measurement
variances and improve operations. sysieans.

recar [E8

Concept and Elements of Delegation |

Delegation is the transfer of authority from superior to subordinate, entrustment of responsibility and creation of accountability

for performance which helps a manager to extend his area of operations. Elements of Delegation are:

1. Authority: It refers to the right of an individual to command his subordinates and to take action within the scope of his
position. Origin—it arises from formal position. Flow—awthority flows from top to bottom, i.e. the superior has authority

over the subordinate. Delegation— Can be delegated. I
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I 2. Responsibility: 1t refers to the obligation of 3 subordinate to properly perform the assigned duty. Origin— It arises from
delegated authority. Flow—It flovws upwards, i.e. a subordinate will always be responsible to his superior. Delegation— Cannot
be entirely delegated.

3. Accountability: it refers to the answerability for the final cutcome of the assigned task. Origin—It arises from responsibifity.
Flow—it flows upwmards, i.e. a subordinate will be accountable to a superior for satisfactory performance of work. Delegation —
Cmice authority has been delegated and responsibility accepted, one cannot deny acoountability. It cannot be delegated.
Delagation does not mean abdication. The manager shall still be accountable for the assigned task. Moreover, the authority
granted to a subordinate can be taken back and redelegated to another person.

Importance of Delegation GEM — EMIC

1. Effective management: Delegation helps in effective management as the managers get more fime to concentrate on
important matters. Freedom from doing routine waork provides them with opportunities to excel in new areas.

2. Employee development: Efective delegation helps in development of employees as the employees get more opportunities
to utilize their talent. This allows them to perform complex tasks.

3. Motivation of employees: it halps to motivate employees as the employees feel ancouraged and try to improve their
performance further.

4, Facilitation of growth: It facilitates growth by providing a ready workforce to take up leading positions in new ventures.

. Basis of management hierarchy: It establishes a management hierarchy through clear superior subordinate relationships.

6. Better coordination: Elements of delegation, namely, authority, responsibility and accountability help to define powers,
duties and answerability related to various positions in an organisation. This helps in better co-ordination by avoiding
owerlapping of duties and duplication of effort

Concept of Decentralisation

Decentralisation refers to systematic delegation of authority through all the levels of managemeant and in all the departments
except that which can be exercised only at central points. Decentralisotion implies selective dispersal of outhority and believes
that people are competent, capable and resourceful. it recognises the decision-moaker s need for outonomy. The management,
hizeeever, neads to carefully select those decisions which will be pushed down to lower lewvels [operational decisions) and those
that will ke retained for higher levels [major policy decisions). It can lead to organisational disintegration if the departments
start to oparate on their own guidelines which may be contrary to the interest of the organisation.

Difference between Delegation and Decentralisation NFP 55

1. Mature: Delegobion — Delegation is a compulsory act because no individual can parfiorm all tasks.; Decentrofizotion — Decentralsation is
an optional policy dedsion. it is done at the discretion of the top management.

2. Purpose: Delegotion—To lessen the bunden of the manager; Decentroisabion — To increase the role of the subordinates in the organisation
by giving them more automonme

3. Freedom of action: Delegation —hiore contral by superiors, hence less freedom totake own decisions by subordinates.; Decentrolsotion
— Less control over executives, hance greater freedom of action to subsordinates.

4, Spope: Delegoiion — it has narmow scope as it is imited to a superior and his immediate subordinate.; Decentrolizoton — It has wide
scope as it implies extansion of delegation to the lowest level of management.

5. Status: Delegotion—Itis a process followed to share tasks.; Decentrofisrhion— i is the result of the policy decision of the top management.

Importance of Decentralisation TCRIGD

1. Relief to the top managsment: it gives relisf to the top managemant as, when the subordnates are given the freedom to act, the top
mianagement gets more fime to devote on impartant policy dedsions rather than handling operstional decisions.

2. Initiative amongst subordinates: It develops mitiative amongst subordinates by promoting seff reliance and confidence among them. This
is because when lower managernial levels are given freedom to take ther own decisions they lkeam to depend on their own pudgement.

3. Talent for the future: it develops managarial talent for the future by giving the subordinates a chance to prove themssehes, thus, creating
reseryoir of qualified manpower to fill up challenging positions in futurs.

4, Growth: it facilitates growth by fostering comipstition amongst the departments keading to increase in productivity, thereby gensmating
o higher profits which can be used for growth and expansion.

5. Dedsion-making: it halps in quick decision making since decisions are taken at the ponits of action. There & no requirement for approsel
from miamy levels. There are also less chances of information getting distorted as it doesn't have to go through many levels.

6. Control: it leads to better control by evaluating parformance at each level of managament. The departmants can be held accourtable
I fior their results.
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Orgamising — Organising is the process of defining and grouping the activities of tshe enterprize and establishing
authority relationships among them.

Departmentalisation — Once wark has been divided into small and manageable activities then those activities which are
similar in natwre ara groupad together. This grouping process is called departmentalisation.

Organisation structure — The organisation structure can be defined as the framework within which managerial and
operating tasks are performed.

Span of management — It refers to the number of subordinates that can be effectively managed by a superior.
Functional structure — & functional structure is an organisational design that groups similar or related functons/ jobs
together e g. marketing, finance, producton etc.

Divisional structure — & divisional structure is the crganisation structure which comprises of separate business units
or divisions. Generally, manpower is grouped on the basis of different products manufactured. For example, a large
company may have divisions ke cosmetics, chothing etc

Formal organisation — It refers to the organisation structure which is designed by the management to accomplish a
particular task. It specifies clearly the boundaries of authority and responsibility and there is a systematic coordination
amang the various activities to achieve organisational goals.

Informal organisation — It is @ network of personal and social relations not established or required by the formal
organisation baut arising spontaneously as people associate with one another.

Delegation — it refers to the transfer of authority from a superior to a subordinate, the entrustment of responsibility and
the creation of accountability for performance, which helps a manager to extend his area of operations.

Authority — Authority refers to the right of an indnidual to command his subordinates and to take action within the
scope of his position.

Responsibility — Responsibility is the obligation of a subordinate to properly perform the assigned duty.
Accountability — Accountability implies being answerable for the final cutcome of the assigned task.

Decentralisation — It refers to systematic delegation of autheority through all the levels of management and in all the
departments except that which can be exercised only at central points.

. Which of the following is not an element of delegation? {Choose the correct aiternative)
(a) accountability (b} Authority
i) Responsibility [d} Informal organisation

. It refers to the right to take decisions inherent in a managerial position to tell people what to do and expect them to do it
. It arises from a superior-subordinate relationship wherein the subordinate is bound to perform the duty assigned to him

. ‘Wwhich of the following is the ideal situation?

. For delegation to be effective, it is essential that responsibility should be accompanied with necessary -

. Decentralisation explains the manner in which decision making authority is pushed down the .
. When decisions taken by the lower levels are numerous as well as important, an organisation is greatly

. An organisation is (centralised/decentralised) when decision making authority is delegated.

Objective Type Questions 5.4 ~,

ientify the concept.
by his superior. Identify the concept

la) Authority = Responsibility
() Authority = Responsibility
ic) Authority < Responsibility

{Choose the carrect alternative]
{a) Authority {b} Manpower
i) Incentives {d} Promotions

(Fill up the blank with correct answer)

(centralised/decentralised). (Fill up the blank with correct option)

{(Fill up the biank with correct option)
A
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Complete centralisation would imply concentration of all decision making functions at the . h
{Choose the correct alternative)

la) bower level of the management hierarchy {b} apexofthe management hierardhy

ic] middle level management {d] Mone of these

& manager must delegate authority i . {Complete the sentence)

refers to the downward transfer of authority from a superior to a subordinate.
{Fill up the blank with correct answer)

. Delegation 5 a pre-requisite to the efficient functoning of an onzanisation becausa - (Complete the sentence)

“Delegation does not mean abdication.” What does it mean?

reduces successively a5 we go down the corporate ladder. [Authority,Responsibility/accountability)
(Filf up the bignk with correct option)

&s an organisation grows in size and complexity, there is a tendency to mowve towards decentralised decision-making
because {Complete the sentence)

Decentralization should be applied with caution as ) (Compiete the sentence].

. In a decentralised organisation, there is no need for supervision over the activities of a subordinate. {(True/False)

Decentralization is (least/greatest] when checking reguired on decisions taken by lower levels of
managament is least. (Filf up the bignk with correct option)
In a decentralised organisation, one of the challenges is the accountability of performance. In response to this challenge,
better control systems are being evolved by the corporate enterprises. Name any two such control systems.
Centralisation refers to . {Choose the correct alternative]
la] Retention of decision making authority {b} Dispersal of decision making authority

lc] Creating divisions as profit centers {d] Opening new centers or branches

which of the following is not an element of the process of delegation? {Choose the correct alfermnative)
(a) Creation of an obligation {b] Granting of authority

ic) Freedom from responsibility {d] assignment of duties.

& manager has kept all right of decision-making with himself. Each and every employee has to come to him for orders again
and again. kdentify the concept of management not followed by the manager.

“& manager is of the view that he is not responsible for the quality of work that he has delegated to his subordinate.” Do
you agrae with his viewpoint?

Mame the concept of managemeant which helps a manager to extend his area of operations as withouwt it, his activities
wiould be restricted to only what he himsalf can do.

It determinges the supenor-subordinate relationship wherein the superior communicates his decision to the subordinate,
expecting comphance from him. Identify the concept.

lCase Studies

Ans. {a) Decentralisation

=y, Analysing, Evaluating & Creating Type Questions

1. Samir Gupta started a telecommunication company, ‘Donira Led. to manufactore economical mobile
phones for the Indian rural market with 15 employees. The company did very well in its initial years. As
the product was good and marketed well, the demand of its products went up. To increase production the
company decided to recruit additional employees. Samir Gupta, who was earlier taking all the decisions for
the company had to selectively disperse the authority. He believed that subordinates are competent, capable
and resourceful and can assume responsibility for effective implementation of their decisions. This paid off

and the company was not only able to increase its production but also expanded its product range.

(a) ldentify the concept used by Samir Gupta through which he was able to steer his company to greater heights,
(b} Also explain any three points of importance of this concept. {CBSE 2015) (4 marks)

(b} Imporance of Decentralisation {Explain any dhree)

2. Aman Chadha started ‘Bulls Eyes’ a company for providing cyber security solutions to businesses. Its
objective is to prevent, detect and respond to cyber attacks and protect critical data. He was a hardworking
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Ans.

Ans.

Ans.

Ans.

software engineer and an expert in oyber security. His reputation grew by leaps and bounds as he was not only
a person of integrity but also did his work with utmost honesty and sincerity. The business started growing day
by day. He was delighted when he was offered a big project by the Ministry of Defence. While working on the
project, he found that the volume of work made it impractical for him o handle all the work by himself. He
dedded to expand the team. The company maintained a close liaison with a local engineering college. During
a campus placement, Ishan and Vrinda were appointed to worl: for the new project.
He found the new employees capable, enthusiastic and trustworthy. Aman Chadha was thus, able to focus
on objectives and with the help of lshan and Vrinda, the project was completed on time. Not only this
Aman Chadha was also able to extend his area of operations. On the other hand, Ishan and Vrinda also
got opportunites to develop and exercise initiative.
(i) Identify and briefly explain the concept used by Aman Chadha in the above case which helped him
in focusing on objectives.
(i) Also, state any four points of importance of the concept identified in (i) above. (CBSE 2017) (6 marks)
(i) Delegation {give rhe meaning)
(i) Importance of delegation of aurhority: {Ecplain any four)
The manager of Sudha Industries is overburdened with routine work and is unable to concentrate on core
issues of the company. The overcome this problem, he entrusted some of his responsibility and anthority
to his immediate subordinate to share some of his routine work. Which concept of management s used
by the mamnager? (1 mark)
Delegarion
Shreya Ltd. has been awarded recenthy with the *Best Employer of the Year Award’. The company has believed
in the ideas and sugpestions of its employees. There is selective dispersal of decision maldng authority at all
levels. There is no delay in delivery of orders to costomers due @ prompt decisions taken by employees.
Identify the concept of management followed by the company. (1 marl)
Decentralisation
A company X limited manufacturing cosmetics, which has enjoyed a pre-eminent position in business,
has grown in size. Its business was very good till 1991. But after that, new liberalised environment has
seen entry of many MNC's in the sector With the result the market share of X limited has declined. The
company had followed a very centralised business model with Directors and divisional heads making
even minor decisions. Before 1991 this business model had served the company very well as consumers
had no choice. But now the company is under pressure to reform.
What organisation structure changes should the company bring about in order to retain its market share?
Howr will the changes sugpested by you help the firm? Explain any three points. (NCERT) (1 marlk)

The top management of X limited should apply the policy of ‘Decentralisation’ (Explain any three imporance)

Anoop Gaur started *Cat’s Eye’, 2 company for providing cyber security solutions to businesses. Its objective
was o prevent, detect, respond to cyber amacks and protect critical data. He was a hardworking software
engineer and an expert in cyber security. His reputation grew by leaps and bounds as he was not only a
person of lntegrity but alse did his worle with otmost honesty and sincerity. The business started growing
day by day. He was delighted when he was offered a big project by the Ministry of Science and Technology.
While working on the project he found that the wlume of work made it impractical for him to handle all
the work by himself. Therefore he decided to expand the team. The company maintained a close liaison
with an engineering college in the State. Druring a campus placement, Aarav and Pranshi were appointed to
work for the new project. He found the new employees capable, enthusiastic and trustworthy. Ancop Gauor
was thus, able to focus on the objectives and with the help of Aarav and Pranshi, the project was completed
on time. Not only this, Anoop Gauar was also able to extend his area of operations. On the other hand, Aarav
and Pranshi also got opportunities to develop and exercise initiative.

(a) Identify and briefly explain the concept used by Anoop Gaur in the above case which helped him in

focusing on objectives.
(b} Also, explain any four points of importance of the concept identified in part (a). (6 marks)

Delegarion (Explain irs importance — any four poius)
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Organising
Time allowed : 1 hour Masximesarn Marks : 25
L1 pives shape to the organisation structure. (1 mark)
ia) Extent of delegation; (bl Span of Management;
(g Mo of employees; (d) Planning
(.2 March the columns: i1 mark)
(i)  The network of social relarionships which arises spontaneously due to | {A) Organisational structure
interaction at warl.
(ii) MNumber of subordinates under a superior. By Dhecentralisation
(iii) The framework within which managerial and operating tasks are | (C) Informal organisation
performed.
iiv) An optional policy decision of the top management. (D) Span of Management
(23 A larpe size orpanisation can be totally decentralised. True/Fatse? Give ragson. (1 mark)
(4 is the outcome of the organising process. {(Fill up whe blank wich corecy answer) (1 mark)
(.5 “Delegation of anthority, undoubredly empowers an employee to act for his superior, bur the superior would still
be accountable for the outcome. Explain the elements of delegation of aurhority discussed above. (3 marks)
6 Dhefine ising as a process. Enumerate the steps in the proces of organisi (3 marks)
Q. organising asa p P P rganising.
(L7 Roasted Coffee Corporation is a coffechouse chain operating in 7 states of India. Through its effective

(L8

Q.9.

organisational structure, it has grown despite pressure from competitors in the national market.

The company has a Purchase and Production department, Supply chain management and logistics department,
Brand management department and Sales department.

This strucrure has facilitated operational efficiency, as employees became specialists within their own realm of
expertise. They could be imparted specialised training as the focus was on limited range of skills.

Identify the organizational seructure of Roasted Coffee Corporation. State any three advantages of such
orpanisational structure other than those discussed in the question. {4 marks)

Ravi Jain was the Chief Execurive Officer of MNath Traders. He was wurried about the heavy expenditure on
advertising. He asked his Finance Manager, Mohit Verma to know the views of the Sales Manager and his team
regarding this expenditure. Mohit Verma was thinking of calling a meeting with the Sales Manager and his team
after tea-breale. But by chance at the time of tea-break, Mohit Verma met with the Sale Manager and his team in
the canteen. They all discussed about this expenditure and finalised to give suggestion to reduce this expenditure.
Identify the type of organisarion which helped the Finance Manager Mohit Verma, the sales Manager and his
team in finalising the suggestion. Stare its any four features. (5 marks)

Infocom has diversified itself into several product lines: Telecommunications, Engineering, financial services.
Each subsidiary is salfsuffigent with their-own administrative functions, propagating the belief thar people can
assume the responsibility for the effective implementation of their decisions and should be given autonomy. This
has reduced the need for direct supervision by superiors, has promoted flexibility, initiative and faster decision
making, The orders of customers are never delayed, as a result of good policy dedsions of top management.

ia) [dentify and explain four points of importance of the concept being discussed above.

ib) Mame and brietly explain a suitable framework for the company within which the managerial and operating

task are o be performed. {6 marks)
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Organising

Time allowed : 1 hour Maxinssern Marks = 25

Q.1
Q.2

Q-3
Q.4

Q.5

Q.6

Q.7
(L8

Q9

is a means for translating the plan into action.  (Fild up vhe blank wch comvecy annwer) (1 marl)

is the framewor: within which managerial and operating tasks are peformed. Ir specifies the
relationships between peoplework and resources. It allows correlation and coordination among human, physical

and financial resources. (Fill wp the blank wich corvect answer) (1 mark)
Informal organisation should be eliminared. (True’Fabe) (1 mark)
As an organisation grows in size and complexity, there is a tendency to move towards decentralised decision
making becanse (Choase the correct alternanive) (1 mark)

ia) employees have more knowledge about operations.
ik} people are competent, capable and resourceful.

i< it recognises the decision maker’s need for autonomy.
id) All of these

Rajeev, the owner of Pathways constructions decided to start a campaign to create awarenes among people for
developing clean surroundings in their area. He formed a team of 10 members to list the different ways for
cleaning the surroundings. One suppested to take the help of local residents, another suggested that they may
involve school going children in their venture, Cne more suggestion was to take the help of unemployed youth.
On evaluation of different ways, it was decided to take the help of local residents. To achieve the desired goal
varous activities were identified like.

ia) Purchase of necessary irems like dustbins, parbage bags, brooms, etc:

ib) Collection of garbage;

g Disposal of garbage, etc.

After identification of different activities the wordk was allocated to different members,

Identify the concepts of management involved in the above situation and quote the lines which help in their
identification. (3 marks)

The directors of Shiv Electronics, an organisation manufacturing TV, components, have asked Shakt, their
Mardzeting Manager t achieve a tarpet sale of ¥5,00,000 per day. Shalti has delegared the task to Manav, his
Deputy Sales Manager working under him. Manav could not achieve the targets. Is Shakti responsible for the
failure of Manav? State the relevant principle in support of your answer. (3 marks)

The Employeas of Manik Led. . 2 sofreare company, have formed a dramaric group for their recreation. MName
the type of organisation so formed and state its three features. {4 marks)

One of the questions thar needs to be answered in the organizing function is At whar level are decisions made’?
Decision making authority in an organization can be pushed down to the lower levels or it may lie with the top
management. However it is not an ‘either or’ concept. When an organization grows in size or complexity, there is
tendency towards sharing decision making authority with the lower levels. This is becanse in large organizations,
employees who are closely involved with certain operations tend to have more knowledge abour them than the
top management. An important concept of organizing function is discussed above.

Identify the concept and explain its importance by giving any four points. {5 marks)
Fadha runs a factory wherein she manufactures shoes. The business has been doing well and she intends o
expand by diversifying into leather bags as well as western formal wear thereby making her company a complere
provider of corporate wear. This will enable her to marzet her business unit as the one stop for working women.
ia) Which type of structure would you recommend for her expanded orpanisation and why? Give reasons.

ib) Explain any four points highlighting the importance of the type of structure identified in {a). (6 marks)

vy
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Organising
Time allowed : 1 hour Maximurn Marks 1 25
(L1 Decentralisation is extending delegation to the lowest level. TruedFalee? Give ragon. (1 marlk)
(.2 The management funcrion of ensures that effors are direcred towards the arminment of goals laid
down in the planning function in such a manner thar resources are used optimally and people are able to work
collectively and effectively for 2 commaon purpose. (1 mark)
.3 determines the levels of management in the organisation structure. {1 mark)
Q.4 provides the frameworl which enables the enterprize to function as an integrated unit by repulating
and coordinating the responsibilities of individuals and departments. (1 mark)
i) Owrganisation structure ikl Span of management
ic Delegation id) Decentralisation

(15 Decentralisation is much more than a mere transfer of authority to the lower levels of management hierarchy
Stare how? (3 marks)

(L6 Why does informal organisarion exist within the framework of formal organisation? Give any two reasons for the
emergence of informal organisarions. (3 marks)

(L7 Which function of management coordinates human efforts, amembles resources and integrates both into a
unified whole to be urilised for achieving specified objectives! Explain any three points of importance of this
funcion of management. (4 marks)

()8 Distinguish berween formal and informal organisation on any five basis. (5 marks)
OR
Distinguish between Delegation and Decentralisation on any five basis.

(L9 Voltage fluctuarions have been common and quite high in India. They hamm our electrical appliances like
television, refrigerators and air conditioners, often leaving them in a permanently damaged condition. M-Cuard
Company decided to manufacture stabilizers for Morth India where the voltage fluctuation ranges from
2200-230%.  Once the demand for the North India was taken care of, they dedded to launch stabilizers of
varying voltages from 90 V -260Y for meeting the requirements of voltage fluctuations in other regions of India
also. Three engineers were appointed for South, West and East regions of India, as the voltage was different in
all the three regions. Though all the engineers were appointed to manufacture stabilizers bur the product differed
from region to region.
ia) Identify the organisational structure of M-Guard Company.

ib) Stare its three advantages and vwo limitations. (5 marks)
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Time allowed : 1 hour 30 minutes Maximeern Marks 1 40

Q.1

Q.2
Q.3
.4

(.5
0.6

Q.7

Q.8
Q.9

Q.10

Q.11
Q.12

A company, which manufactures a popular brand of toys, has been enjoying pood madcet reputation. It has
separate departments for Production, Marketing, Finance, Human Resources and Research and Development.
Lately to use i brand name and also to cash on to new business opportunities it is thinking to diversify into
manufacture of new range of electronic toys for which a new market is emerging,

The orpanisation structure that should be adopred by the company is . (functional structure/ divisional
structure) (Fill wp vhe blank with crrece aprion) (1 mark)

The Organistion structure of a firm is shown in . (Fill up whe blank wich comeey answer) (1 mark)
It is easier to fix responsibility in a formal organisation since . (Complere ohe senvence) (1 mark)
Classify the following inte Rule’ and Tolicy’ as types of plans. (Choase the cormece alrermanive) (1 mark)
{a) Strict penal actions against anyone who uses office stationery for personal use.

ib} A discount of 10% will be offered to all the customers buying goods worth T 20, 000 or more.

i) Library will isue the books for 7 days.
id) Girls will be given a rebate of 5% in cur off for admision in the college.

Why is planning called the pre-requisite for controlling? i1 mark)

The process of linking the acrivities of various departments is accomplished by .
(Fill up the blank wich corvect ansnwer) (1 mark)

Which of the following is not a characteristic of a profession? (Chome vhe correcy alternanive) (1 mark)
(4 Service motive ib} Restricted entry

i) Based on practice and deativity id) Well-defined body of knowledge

Howr is the Principle of “Unity of Command” useful to management? Explain briefly. {3 marks)
The directors of Gunjan Ltd., an organisation manufacturing colour televisions, have asked their production
manager to achieve a target production of 150 televisions per day: The production manager has asked his foreman
to achieve this target, but he did not give him the authorty for the requisition of tools and materdals from the
stores department. The foreman could not achieve the desired target. Can the directors blame the production

manager, and can the production manager blame his foreman for not achieving the target? Explain in brief the
relevant principles relating to this situation in support of your answer. {3 marks)

Phillips, a company manufacturing light bulbs incumed heavy expenditure on scientific Research and
Deevelopment and discovered a technology that made it possible to produce an energy efficient light bulb that
lasts at least rwenty times as long as a standard bulb. It resulted in growth and profitability of the company.

ia) Identify and explain the dimension of business environment mentioned above.

ib) Stare the point of importance of business environment mentioned above by quoting the lines. (4 marks)

Explain the technique of “Functional Foremanship® and the concept of "‘Mental Revolution’ as enunciated by
Taylor. (5 marks)

A company is manufacturing washing machines. There is a well defined system of jobe with a clear and definite
authority, responsibility and accountability in the company. Bur people are not allowed to interact beyond their
offidally defined roles. As a result the company is not able to adapt to the changing business environment. The
workforce is also not motivated due to lack of sodal interaction. The company is facing problems of procedural
delays and inadequare recognition to creative ralents.

i} Sugpest how the organisation can overcome the problems faced by ir.

(i} Give any three benefits it will derive from your suggestion. (5 marks)

A
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.13 An Auto Company, Win Lid. is facing a problem of declining market share due to increased competition from
other new and existing players in the marker. Its competitors are introducing lower priced models for mas
consumers who are price sensitive. The Board of Directors of the Company announced a meeting o discuss
the decisions regarding pricing and launching a new range of models, in order to increase the marker share of
the company. Attending the meeting was not a discretion for the directors and a penalty was announced for not
atrending the meeting. The following decisions were taken in the meeting:

{a) to define the desired furure position of the company, as acquiring a dominant position in the market by
increasing the market share to 10% in 1 year;

ib) to change the criteria for choosing vendors for procuring sup plies;

ic) toinvest in development of the human resources of the organimtion by providing training to higher levels
by holding seminars and providing on the job training for the supervisory management.

Whar are standing plans and single use plans? Briefly explain the plans discussed abowve, which can be clasified as

standing plans, by quoting the lines. (& marks)

0).14 ldentify and explain the characteristics of management highlighted in the following: (& marls)
(a) Directors of Aman Ltd. assigned the task of implementing the plans and polides framed by the board to all
the departmental heads. Departmental heads appointed supervisors, superintendent, executives, etc. so that
work can be asmigned to worlers as per the plan supervisors kept a check on workers as per the plan. Identify
the feature of management highlighted in above para.

ib} Socal-Connea Pve. Ltd. is a mobile manufacturing company:. The manager of the company ohsarved that
the maret is dynamic and a lot of changes were taking place in the mohile market and hence, the risk of the
proeduct becoming obsolete is high. The designs of the phones are governed by requirements and preferences
of the customers. He started incorporating new and advanced fearures taking clue from the consumers and
with the halp of his workers. Identify the characteristic of management highlighted in this case.

id) Anushka Fabric Led. has been able to achieve its production targets as per plans usng a new German technology:
Its employees are happy and sarisfied with their pay scale and working environment in the organisation. All the
work proceeds as per plans and there is orderliness in the entire functioning of the organisation. Identify the
teature of the management discussed above.
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A company has its registered office in Delhi, manufacturing unit at Gurgaon and marketing and sales department
at Faridabad. The company manufacrures the consumer products.

The type of organisational strocture the company should adopt to achieve its targer is . [Functional
structure/divisional structure) (Fill up vhe Blank with mrrece apedon,) (1 mark)

pives shape to the orpanimtional stracture. (Fill wp the biank wich correct answer) (1 mark)
Match the following: (1 marlk)

ii) It refer o the right to take dedsions inherent in a managerial position w tell people | (a)  Authoricy
what to do and expect them to do and ir.

{iif) Obligation of a subordinate to properly perform the assigned duty. ib) Responsibility
iiii) Answerabililty for the final outcome of the assigned task. ic) Accountability

All business firms would like to increase their sales and earn profits to be successful. All managers dream of these.
To turn their dreams into reality, managers need to work hard in thinking about the furure, in making business
predictions and achieving targets. The above lines desaribe one of the functions of management. This function is

(1 mark)
Management is: (Chome v correct alvernaove) (1 mar)
(a) an art. b} ascience.
() both art and science. (d) neither art nor science.
In today’s scenario, organisations look for individuals with specific qualifications and experience to manage them.

It has also been observe that there has been an increase in the corporate form of business and increasing emphasis

on managed business concerns. What does the above starement imply? i1 mark)
How are policies and procedures interdinked with each other? (1 mark)
Stare any three characteristics of principles of management. {3 marks)

Mational Vritech Ltd. has growm in size. It was a maret leader but with changes in busines environment and
with the entry of MMNCs its market share is declining. To cope up with the situation CEO starts delegating some
of his authority to the General Manager, who also felt himself overburdened and with the approval of CED
disperses some of his authority to various levels throughour the organisarion. Identify the concepr of management
discussad abaove. {4 marks)

Identify and explain the following major concepts related to govemment policy changes and one impact of each
on business and industry:

ia) Removal of quantitative as well as tariff restrictions
ib) Diluation of stake of the govemment in the public sector enterprises through ‘disinvestment”. (4 marks)

Principles of Taylor and Fayol are mutually complementary. One believed that the management should share the
pains with the workers, while the ather suggested that employes compensation should depend on the earning
capacity of the company and should give them a reasonable standard of living,

Identify and explain the principles of Fayol and Taylor referred to in the above para. (5 marks)

vy
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()12 Alliance Ltd. is engaged in manufacturing plastic buckets. The objective of the company is to manufacrure 100
buckets a day To achieve this, the efforts of all departments are coordinated and interlinked and aurhority-
responsibility relationship is established among various job positions. There is clarity on who is to report to whom.
Mame the function of management discussed above. Explain the steps involved in the process of this function.

(5 marks)

(}.13 Explain any four importance of planning. {5 marks)
OR
Explain any four limitations of planning.

().14 Identify and explain the ohjectives of management highlighted in the following: (& marks)

(a) Management of Alpha Ltd. has installed a special recycling plant to recyde the waste instead of dumping
the waste in ground. It is also providing employment opportunities to local residents. Company started a
school nearby for the children of their employees. Identify the objective of management the company is
fulfilling.

(b} The manager of Beta Lid. is very efficient and effective and makes sure thar all the employees and worers
in this team performs the task on time with minimum cost. His main focus is on cost reduction. 5o he
never listens to the demand of workers for increasing wages. He even gives no opportunity to worsers for
promotion. As a result workers started becoming frustrated and disheartened all the time. Which objective
of management could not be achieved by the manager?
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n:rbjecthl:s and ensmure that all werk is mmfﬂhhed.

. D‘d.-:gn.l:]an.

it enables a manager too use his time on J:LIEJ:. pricrity
activities. It alsc srisfies the subordinate’s need For
regognition and Fm.rld.e: them with opportunities to
d.ﬂdq:-F and exercise initiative.
Itmufhemnngcr:hnﬂnﬂlbemunﬂhl:tﬂd:em
extent for the Pcl:t'n:-rmnae of the u-sl.gn.ed. tasks, before
d.dcgn.ﬂnn.

Authority

in ].E.I:EE n:hrgn.n].utl.nn: :mpln}rees who are CUI.'\EEI'J.}I' and
dmd.}r invoheed with certain GP-EI:II:LD.DE tend to have more

ku.m:l.a:lge about them than the op managEment.

It can lead to n:hrgn.nlutln:m.nl dJ.:]n.l:-:gmlnn iF d.cl:!n.rr.m.gnts
SLAMt [0 Operate on their own gul.:HJn.e: which may be
contrary to the interest of the organisation.

Palser Diecentralisation diminishes the amount of direct
supervision exercised b}r a mpervisor over the activicies
n:-fn.mb-md.lmtcn:ﬂ:.qrm ghven the freedom to act and
decide within the Pms:r.lb-cd limies. Howeeer, ]_:\-|:|::-:\||:|.n.|..lI
direct mpervision is nel:!ln.m:l b:,r other forms of conorol
n:h.u.'lz,r such as return on imestments, st

Greatest.

{1} Balance soore card I::Jl] Mn.n.n.gcm.:nt Information system
(a) Betention of decidon making authority

(c) Freedom from responsibilicy

Dedegation

Mo, because delegation does not mean abdication. The
manager shall sill be accountable for the performance of
the assigned tasks.

Diedegation

Authority
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Answers to Self Assessment Tests Questions

srvonnding

Lines for organising

To achieve ... diposal of parbape s’
after identifcation of different

Self Assessment Test 1

1. (b} Span of management.
2 (i) = (Ch (i) — (D0, (i) — (AL (i) — (B}
3. Falsz: An organisation can never
be completely centralised or
decentralised. However, as it grows
in size and complexicy thers
is a tendency to move towards
decentralised decision making,
4. Ohrganisation structune,
5 Three elements of delegation are:
(it Authority (i} Responsibilicy (iii)
Accountabilicy (Sepdain}
7. Panctional Scrucrure
8. Imformal O ion
9. (a) Importance of Decentralisation
discussed are
(i
subcrdinaes: ' .Elr.in: 9 prowste-
selfreliance and confidence among
subordinates.
(i) Develops managerial talent for
the butarer Dlaremmalizerian
pives subordinates a chanee fo
prove their abiliies and creates a
resereair of gualified workforce, '
Cuide  decision._making  "Saer
w s .lﬁwlld g"w A
(b} Belief to top management:
Decovaralization dirminisbes dhe
mg"dn'a' win everiied
5}' :rfaimrﬂlw.&l':m&nbﬁ'm:
fo ack oithin the Ursiss sex by top
mugmmt E:"‘.ﬂ? mw ]
oo cenirale on i'n?imﬂimﬁ'da. '
(b} Divisanal snachare

i)

Self Assessment Test 2

1. Organising

2 Organisation stnuctuee

3. Balse: Management should skillfully
take advantage of both the formal
and informal organisation se that
work continues smoothhy

4. {a} employees have more knowledge

about aperations.
5 Concepts imvalved — Manning and
Ohrganising Lines for planning owe
smermpleyad youts'
‘o evalwation ... lecal renidens’
CARPET Ol RNTFCRET oo

W

AU 100 diffErent memibers’
Y, since delepation does not mean
abdication. [E:F.l.anJ

. Information crganisatisn

Drecentralisation

Crivisional Stnactwrs

Bewon: The company plans o
manufacture a large variety of produces
(shines, l=ather bﬂg and wemarm Farmmal
wrear) using diff=r=nt Pm-d.u..:tb.re
r=ouirces,  With  diversificarion.  che
Company will need to add more
:n:.l:ln::,ruﬂ, Crenbe more d:Fn.m:n:l:d: and
introduce new levels nfmnﬂgmu:.:.
The divisional structure will offer the

following benefits (Explain amy o)

Self Assessment Test 3

1.

R

7.
9.

Tias Decentralisation  refers o
ﬂcgﬂ]m af mﬂhn:\rh:]' 'rh.n:-ugz.ou.l: all
the levels of the organisation, Diexcision
.m.nlr.ln.g H.L'I:I'hl\:il.']'t}l' is shared with lower
levels and s n:hnsa:lu.en.rl]' Fllﬂed.
nearest to the points of action. In other
wards, decision .u:mL:Lu.g ll.n'hﬂl.']'t}l' is
pushed down the chain of command.
Chpanising

Span of management

(a) Crganisation sructure
Drecentralisation  implies  selective
dispersmal  of authority  because it
propagates the belief that people are
competent; capable and  pescurceful.
They can assume the responsibilicy
for the effective implementation of
their decisions. Thus, decentralisation
recopnises  the  decision  makers
need for autonomy Howevern  the
management needs o carcfully select
those decisions which will be pushed
down to lower levels and those that
will ke retained for higher levels. It can
lead to organisational disintegration
if the departments start to operate
on their own guidelines which may
be contrary to the interst of the
crganisation.

Crrganising

Functional Structure

Self Assessment Test 4

1
2
3
4
&
7
9

D)

. Dhivisicnal Stnacoure

. Drganisation chare

. mutual relaticnships are cleardy defined.
() — Bule; (b}, (2} and (d) — Policy

. Coordination

. (€] Bazed on practice ﬂ.n.d.-:mntl\"h:]'

. Ye=, the directorz cam blame the

production managerDielegation does
niot mean abdicarion. (Explain)
Howvmvar, the l:ln:-du:tl.c-n. marsger
cannot blame his foreman because he
did not give him the authoriey for the
requisition of tools and materdals from

the sores department. (Principle of
mﬂhﬁd.:]md.mspamlbﬂ.l‘t}r]

. Aal Ta:l:.u.n:hln:-g.lnml errviro nment

(Espiin)
(b} Business ervironment hr_'ll:l: a
firm o improve its Fcr.E:hrm.n.u.-D:.
T¢ resulrad dn grﬂm& and fru;lﬁh&.iﬁg.'
-_il"ﬁr o pany !
Intreduction of informal crganistion
[E:Fln.Lu. the .n:nn.nln.g, two Features
't.&anﬁ&:vﬂu'ﬂr: i ”—P-D].Ic_:,r
(i) “Sewainar e higher v .
“"W
[IJl::I ..-:I#Enafmg bhe rllrdmg B
discresion ... pemaley”— Rules

. la) L'In.u.ngemu:.:lsﬂgn:-ui:mﬂhdtr.

] L'In.u.ngemu:.l: I:n.n:lz,rnnm.lcfu.n::h:-n.
(=} Mamagement is an intangible force.

Self Assessment Test 5

T A e S o =

(=1 =]

12
14.

. Harmeny,

divisional stracoure

SPa.n. n:-:l:'m.n.n.n.g:m.gnt

(i} (o). (18)-{) - )

Pin.n.an.g

{2} both art and science.
ll'Iﬂ.D.I.EEm.ﬂt i= anE::-:]-:hn.
Procedures are s=quenios of st=ps or
actions to be mken to enforce n.Poll.cr.
Drecentralisation

o (a) Glebalisation, Impact: Incozasing

competition
() Privatiation, Impace Lom of
budzetary axpport to the public seoce
not  Discord  and
Bemuneration of employess (Eplain )
Chpanising
(a) Social cbjectives of management
(b} Personal chjectives of management




